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ABBREVIATIONS

AIA
AMRI
APVC
ASA
ASAL
BoM
CBPP

cEo
CNA
DUS
EAAPP

ECF

ERP

ESAMI
FFS

GAP
GCHERA

Gtz
HRI
ICWES
IPSAS
KALRO
IGPAP
KARI
KEPHIS
MNLD
MoUs
MT
NACOSTI
NPT
PCPB

PPR

RVF
SSSEA

ToTs

Appropriation in Aid
Agricultural Mechanization Research Institute
Agricultural Product Value Chains
American Society of Agronomy
Arid and Semi-Arid Lands
Board of Management
Contagious Bovine Pleuro-Pneumonia
Chief Executive Officer
Competence Needs Assessment
Distinctness U niformity Stability
East African Agricultural Productivity Project
East Coast Fever
Enterprise Resource Planning
Eastern and Southern African Management Institute
Farmer Field Schools
Good Agricultural Practices
Global Consoftium of High Education for Africa
German development agency
Gesellschaft fti r Internationale Zusammenarbeit
Horticulture Research Institute
International Conference of Women Engineers and Sciences
International Public Sector Accounting Standards (IPSAS)

Kenya Agricultural and Livestock Research Organization
Kenya Agricultural Productivity ProJect

Kenya Agricultural Research Institute
Kenya Plant Health Inspectorate Services
Maize Lethal Necrosis Disease
Memorandum of Understandings
Metric tons
National Commission for Science, Technology and Innovation
National Peformance Testing
Pest Control Products Board
Peste des petits ruminants
Rift Valley Fever
Soil Science Society of East Africa
Trainer of Trainers
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catalyse s nable growth and development in agriculture and livestock Product Value Chains.

To contrib
regulation;

Organization Goa!
to the growth of the agricultural sector through research coordination and

agricultural
ology and innovation development; and catalyse transfer and utilization of
rch outputs.

Kenya
Annual

Excellence

To conduct

KALRO will

a)

b)

c)

e) En

and Livestock Research Organizalion
Financial Statementfor lhe year ended iFh June 2017

Our Vision
riculture and livestock research towards transformed livelihoods

Our Mission
ral research through application of science, technology and innovation to

Our Guiding Core Values
guided by the following core values in its operations

I consciousness

ll ensure that the environment is conserued while discharging its mandate.

committed to ethical delivery of its mandate to all stakeholders.

cu

orientation

The focus of KALRO is to provide timely and responsive demand-driven research

ns aimed at addressing the needs of the customers within the agricultural
KALRO will achieve this by maintaining a culture that promotes responsiveness to

needs

lism

will uphold high standards of excellence in the provision of services to their
One of the hallmarks of excellence is integrity and ethics in all areas of

. In this regard, KALRO research outputs and recommendations will adhere to
hest standards of scientific rigour, ethics and sound evidence base.

recognizes the need for innovation in order to be responsive to the agricultural
challenges. In this regard KALRO commits to develop flexible and integrated

sol

G

and

the multi-stakeholder interest that the agricultural sector attracts, KALRO is

in tandem with the needs of customers and stakeholders

n

to collaborate and forge partnerships for the development of the sector in Kenya

. IGLRO will therefore endeavor to create beneficial opportunities for
ral research and development.

the

Inn
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o
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Kenya Aglculturul and Llvestock Research Oryanlzation
Annual Report and Flnancial Statementfor the year ended 3(lh June 2017

I. KEY ORGANIZATION INFORMATION AND MANAGEMENT

(a) Background information

The Kenya Agricultural and Livestock Research Organization (KALRO) is a State Corporation
established under the Kenya Agricultural and Livestock Research Act, No L7 of 2013, with
perpetual succession, the power to sue and be sued in its own name and the ability to own and

alienate movable and immovable propefi, The organization is also governed by the provisions

of the State Corporations Act, Chapter 446 of the Laws of Kenya, an Act of Parliament providing
for control and regulation of state corporations. KALRO falls under the Ministry of Agriculture,
Livestock and Fisheries, and is the country's principal national organization responsible for
research and technology generation on crops, livestock, soil and water management and their
socio-economics.

(b) Principal Activities

The Organization's mandate is to undertake, streamline, coordinate and regulate all aspects
of research in agriculture and livestock development, and promote the application of the research

findings, technologies and innovations. Its mission is to conduct agricultural research through
application of science, technology and innovation to catalfze sustainable growth and
development in agriculture and livestock product value chains. In pursuit of this mission,
KALRO seeks to acquire and contribute knowledge and creative solutions that are
participatory and client-oriented; holistic and system-oriented; gender-sensitive and
affordable to its stakeholders.

The Organization has a Financial Management Information System, which is operational in all

research Institutes and Centres. Consolidation of financial data is done at KALRO Secretariat.

(c) Key Management

The organization's day-to-day management is under the following key organs:
1. Director General, KALRO

2. Deputy Director General (Livestock)
3. Deputy Director General (Crops)
4. Chief Manager, Corporate Seruices

(d) FiduciaryOversightArrangements
. Ministry of Agriculture, Livestock and Fisheries
o Ministry of Finance

(e) OrganizationHeadquafters
Kenya Agricultura! and Livestock Research Organization
Headquarters,
Kaptagat Road, Loresho
P. O. Box 57811-00200
Cellphone. 0709 104 000,0722206986181 0733 333 22314
Email : directorgeneral@ kalro.org
NAIROBI, Kenya

vilPagc
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(g)
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ization Bankers

1 Kenya Commercial Bank
P.O. Box 46950
Nairobi
Tel No. 020-2L4878,

NIC Bank Limited
P.O. Box 44599- 00100
Nairobi.
Tel No. 4450882,

Co-operative Bank of Kenya Ltd
P O Box 48231 - 00100
Nairobi

CFC Stanbic Bank
P.O Box 30550-00100
Nairobi.

National Bank of Kenya
Ruiru Branch
P.O Box 93-00232
Ruiru.

ent Auditors
the Auditor General,

Ann
P.O

Towers, University Way
30084-00100

Nairo Kenya

Legal Adviser
Legal Office

P.O 57811 - 00200
Cel 0709 104 000, 0722 206 986181 0733 333 22314
Email rectorgeneral@ ka I ro.org
NAI
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Kenya Aglculnral and Liveslock Research Orgartzdion
Annaal Report and Flnanclal Stdemenlfor lhe year ended 3Oh tune 2017

II. THE BOARD OF MANAGEMENT

Prof. Moses K. Limo, PhD
Professor of Biochemistly, Egefton University

Prof. Moses K. Limo holds a PhD in Biochemistry from the
University of Nairobi, a Master of Science in Biochemistry from
University of Trondheim Nonruay and a Bachelor of Science in
Chemistry and Biochemistry from University of Nairobi. He is a
Professor at the Egefton University Department of Biochemistry
and Molecular Biology, with over 30 years of experience in
teaching and research. Prof. Limo has served in leadership
positions in a number of public institutions and at the Egerton
University.

Prof. Limo is appointed Member, Chairman KALRO BoM.

Prof. Mabel O. Imbuga. B.Sc., M.Sc,, Ph,D, EBS
The Vie Chancellor, JKUAT

Prof. Mabel Imbuga is the Vice Chancellor of Jomo Kenyatta
University of Agriculture and Technology, one of the 7 public
universities in Kenya. She is a Professor of Biochemistry, with
over 33 years of teaching and scholarly experience. She has
extensive knowledge and demonstrative experience in the higher
education system, having grown from a Research Assistant,
Assistant Lecturer, Lecturer, Research Scientist, Chairman of
Department Dean, Director as well as a Deputy Vice Chancellor
in charge of Academic affairs. Prof. Imbuga is a key resource in

strategic management and leadership, with an MBA in strategic management from
Eastern and Southern African Management Institute (ESAMI). She has participated in
various forums and key Government seminars as a motivational speaker for upcoming
leaders and scientists. To her credit, Prof. Imbuga has over 10 funded projects and 27
publications. Prof Imbuga has attracted over 10 international funding for various projects
cutting across various disciplines. She is a member of several professional associations
across the world, the president of the Africa Women in Science and Engineering;
immediate former Director of International Network of Women Engineers and Scientists;
Member, Global Consoftium of Higher Education and Research for Agriculture (GCHERA)

and member, International Conference of Women Engineers and Scientists (ICWES).

Prof. Mabel is appointed Member, KALRO BoM
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Director eral, NACOSTI

Education
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O. Farrah,
ber, KALRO BoM

, KALRO BoM

Rugutt (BVM, MSC, PhD, HSC)

Dr Rugutt is currently the Chief Executive Officer/Secretary of the
National Commission for Science, Technology and Innovation
(NACOfi).

Dr Rugutt holds a PhD in Veterinary Medicine from University of
Glasgow, a Master of Tropical Veterinary Science at the University
of Edinburgh and a Bachelor of Veterinary Medicine from the
University of Nairobi.

Dr Rugutt is also a Member of the Pharmacy and Poisons Board and
Board of Management of the National Quality Control Laboratory.

Previously Dr Rugutt serued at senior leadership positions at Kenya
Agricultural Research Institute (KARI) and Ministry of Higher

and Technology, with over 30 years of experience.

I
i

i
Dr Rugutt is ber of KALRO BoM
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Mrs. Winnie Makotsi
Representative - Principal Secretary, State Depaftment of Livestock

Appointed Member

Mrs. Anne A. Onyango
Representative - PS State Department of Agriculture
Appointed Member

Mr. James A. Aloyo
Representative, Principal Secretary, National Treasury

Ms. Scholastica S. Matunge
H uman Resource Professional

Appointed Member

rll'agc



Kenya and Liv esto c k Res earch Org a nizalio n
Annual and Financial Statementfor lhe year ended 3Ah June 2017

ilr. EMENT TEAM

1. Dr. d K. Kireger-B.Sc.; M.Sc.; PhD.
Di General, KALRO

Dr. Eliud Kiplimo Kireger is the Director General/CEO of KALRO. Prior
to this appointment, he serued as the Managing Director/CEO of the
Tea Research Foundation of Kenya. Dr Kireger attained his PhD in
Plant Eco-physiology from the University of Wales, (UK), MSc in
Genetics and Tree breeding from University of Toronto (Canada) and
a BSc in Forestry from Moi University (Kenya). He has trained in
Conflict Management and Resolution, Strategic Leadership,
Company Directorship and Change Management among others. He
was an Appointed Member of the board of management of Kenya
Agricultural Research Institute (KARI) where he chaired the Audit
committee.

2. Dr G. Mureithi-B.Sc.; MSc; PhD.
Director Genera!, Livestock

He holds a Doctorate degree in Forage Agronomy from Reading
University, UK; a Master of Science degree in Grassland Science from
the same university and a Bachelor of Science in Agriculture from the
University of Nairobi.
Prior of this, he served as the Deputy Director in-charge of the
Research and Technology Department. Dr. Mureithi has held
professional positions in local and international bodies and has
received reputable awards from the Soil Science Society of East
Africa (SSSEA) and the American Society of Agronomy (ASA).

3. W. Makini - B. Sc.; M.Sc.; PhD.
Director General, Crops

Dr. Felister Makini holds a BSc in Botany and Chemistry from the
University of Nairobi, Kenya and a MSc in Plant Pathology from Georgia
State University, USA. She also has a PhD in Plant Pathology from the
University of Greenwich, UK and has done several short courses in
various fields. Prior to her current position, she worked as the Deputy
Director in charge of the Department of Outreach and Partnerships, a
new department in the former Kenya Agricultural Research Institute
(KARI). She was responsible for promoting the dissemination and
adoption of KARI technologies, products and services. She was also
responsible for promoting the establishment and strengthening of

strategic rtnerships along the research development to utilization continuum as well as along
the ral product value chains (APVC), an approach adopted by then. Recently together

she published an operational field guide to innovation platforms as the lead author.

ll'}agc
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Kenya Agrtcultural and Livestock Research Organizalion
Annual Report and Financial Statemenl for lhe year ended 3Ah June 2017

ry. CHAIRMAN'S STATEMENT

In the year under review, the KALRO Board of Management (BoM) ensured that the environment
for the development of the 1st KALRO Strategic Plan (20t7-2021) was created. In addition, the
Board spearheaded the development of policies that guided the annual activity planning and

milestones of the Organization. Subsequently, a performance contract with the Ministry of
Agriculture, Livestock and Fisheries Development (MoALF) was drawn and we committed

ourselves to the achievement of the set goals. I am glad to repoft that we expect to record

commendable achievements on all the targets for the year. Going fonruard, the Organization will
continue adopt the Agricultural Productivity Value Chain (APVC) approach for all research

programmes and projects.

Investment in fundamental research went down during the year under review. The A.I.A fell shott
of KSh. 451.5 million after the commodity levies for coffee, tea and sugar were scrapped off
through the Financial Act 2016/17. This shortfall, compounded by the winding up of major
projects such as KAPAP and EAPP affected research operations. However, some relief on

development funds has been realized with the onset of the implementation of USAID FtF project.

To address this challenge, the BoM will ensure that the Organization's innovation programmes

ensure collaboration with sector, industry and funding stakeholders. This is essential for ensuring

that sustainable investments in research are availed to build technical and operational capabilities

for KALRO to play a meaningful role in developing and disseminating technology and innovations

that target both the local and global markets.

Although progress has been made towards the achievement of the Organization's strategic

objectives, considerable effort still needs to be made to enhance stakeholder relations to generate

buy-in and support for agricultural and livestock research initiatives to generate technology and

innovation for enhanced productivity in agriculture. This will ensure improved incomes for farmers

and attainment of food and nutrition security. The Organization still has room to improve internal

efficiencies in order to respond to challenges facing the agricultural innovation system with speed

and urgency. Management has been tasked to accelerate plans already undenruay to address

these challenges,

I thank our Government of Kenya, development paftners, collaborators, farmers, the KALRO

Management and the entire staff for working hard to record these commendable achievements.

Let us work even harder for we still owe our beloved nation and the Kenyan people even more

for next year.

Prof. Moses K. Limo
Chairman, KALRO BoM

,lD
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OF THE CHIEF EXECUTIVE OFFICER

The KALRO remained committed to the ideals of Kenya Vision 2030 in the
n of the projects planned for the year under review. The activities included

research, is KALRO's core business, staff development and welfare, all of which were meant
to provide a working environment, compensate and motivate staff, develop and maintain
facilities in I with the country's research needs. The research projects undertaken during the
year were ned to the former Institutes' Strategic Plans and Government Medium Term Plans
(2013-2017) research projects focused on the assessment, validation and development
of agricultu
this period,

technologies identified along the Agricultural Product Value Chains (APVC). During
continued the process of developing the first KALRO Strategic Plan (2017-202L).

This strateg will guide the organization in the next five planning years and beyond.

Researchers ued conducting various projects with funding mainly from the USAID FtF, and
other and development partners. However, all these major projects were concluded
during the fi year. Despite these developments, the Organization managed to achieve A.I.A
totaling to KSh. 1,761 million. The Management continued to apply the best practices by

nds allocated to the Institute were utilized for the programmes and activities for
been planned for. In this regard, the management launched application ofwhich they

Enterprise Planning (ERP) system in Procurement, Financial and Human Resource
implementation process has been completed and alltransactions and activities
through the ERP. This development is expected to enhance prudent

management resources and suppoft realization of our goals

A major achi
identification

during the year was the official release of 92 crop varieties by KEPHIS and
24 promising maize clones tolerant to Maize Lethal Necrosis Disease MLND. In

20t6lt7FY, of L5,572 soil samples was achieved through collaborative linkages with the
Counties and rnational paftners. In addition, the Adaptive Research Programme evaluated 30

p pest management. On the livestock research, five vaccines for Contagiouspesticides
Bovine Pleu onia (CBPP), TSOL 18, thermos stable PPR, Rift Valley Fever and ECF were
tested on-fa One (1) Tsetse repellant and one (1) attractant were developed and tested for

of tsetse fly a serious vector of cattle diseases. On the same note, over 157
papers from
reviewed jou

researchers were published and/or accepted for publication in renowned peer
Another 190 papers were presented in conferences around the world and some

214 technical
to users. This
workers and

pers were published with 315 Extension materials developed/updated and availed

workshops, days and demonstrations were held with about 5,407 farmers and stakeholders
Good Agricultural Practices (GAP).

To ensure
the Organ

used improved crop varieties and livestock breeds around the country,
produced and sold 1,378 metric tonnes of basic seed and 2.957 million clean

root crop pla
thousand ferti
availability of
of feed

d bales Lucerne, Rhodes grass and oat bales respectively.

and Livestock Research Orgartzafion
Financlal Storemenl for the yeu ended 3Oh June 201 7

an opportunity to our researchers to communicate to farmers, the extension
stakeholders on the technologies available. A total of 291farmer training

ng material, 73 Breeding Sahiwal bulls reared and avail to farmers and 296
eggs produced and availed to farmers among other technologies. To ensure

livestock feed, the Organization tested 2, 500 feed samples for development
uced and availed to farmers 394.26 thousand clean Napier planting material,

12, 13.5 and 3

xiiill'agc



Kenya Agricultural and Livatock Research Orgartzafion
Annual Report and Flnanclal Statementfor the yeor ended 3th June 2017

Through the KALRO Training Master Plan, the management continued to coordinate, monitor and
evaluate stafF on PhD and MSc training both in local and overseas universities as well as identifying
potential sponsors for the trainings. KALRO also provided 724 Youth Internships/industrial
attachment/Apprenticeships during the period.

On behalf of the Management, I would like to take this oppoftunity to thank the Government of
Kenya and our development partners for the suppoft they accorded to KALRO during the reporting
period. This support ensured that the Organization meets the set targets leading to a
commendable achievement of most of our Peformance Contract targets. Based on this, we are
optimistic that we shall receive a "Very Good" rating by the Division of Performance Contracting,
Ministry of Devolution and Planning.

Eliud Kiplimo Kireger, PhD
DIRECTOR GENERAL

,
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vr. co TE GOVERNANCE STATEMENT

Overuiew

The Kenya ral and Livestock Research (KALR) Act, No t7 of 2013 established the Kenya

Agricultural
Research I
Foundation

Livestock Research Organization (KALRO) as a consequence, Kenya Agricultural
(KARI), Kenya Sugar Research Foundation (KESREF), Tea Research

Kenya (TRFK) and the Coffee Research Foundation (CRF) were merged. The
Organ nsists of the Board of Management and a Secretariat which implements Board

decisions Act further established 16 Research Institutes which focus on different thematic
research a KALRO complies fully and strictly with all requirements of the regulatory and

other no mercial entities in Kenya including clarity of financial reporting and accountability
to the publ citizens and stakeholders) and aims to set best practice standards in agricultural
research ir conduct towards its staff, suppliers and general public.

structureOrgani

KALRO is ed by a Board of Management as per the KALR Act No. t7 of 20L3, while the
day to day nt is vested in the Director General who is the secretary to the Board.

Kenya
Annual

The o

a).

b)

ag re.

Appoi of the Board

The Board
the Board
appointed

and Livestock Research Organizotion
Financial Slalementtor the year ended 3dh June 2017

function for which the organization is established is to:
streamline, coordinate and regulate all research in crops, livestock,

resources and biotechnology in Kenya;

streamline, coordinate and regulate research in crops and animal
and

equitable access to research information, resources and technology and

the application of the research findings and technology in the field of

ge
Pro

Pro

di

c)

nted pursuant to the provisions of KALR Act No t7 of 2013. The Chairman of
ppointed by the President of the Republic of Kenya. Members of the Board are
the Cabinet Secretary, Ministry of Agriculture, Livestock and Fisheries on

of various nominating institutions provided under the KALR Act

Board ization and Structures

The
a)
b)
c)
d)
e)

Chai
The
The
The
The

n of the KALRO Board of Management consists of
appointed by the President;
I Secretary in the Ministry for the time being responsible for agriculture;
I Secretary in the Ministry for the time being responsible for finance;
I Secretary for the time being responsible for livestock;

retary to the Science Council appointed under paragraph 6 of the Second
to the Science and Technology Act;Sch

xvll'agc
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Kenya Agricultural and Llvestock Research Organizalion
Annual Reporl and Financial Slulementfor the year ended 3Oh tune 2017

Five persons appointed by the Cabinet Secretary, of whom

i) One represents the interests of farmers;
ii) One shall represent the interest of the general public;

iii) One shall be a representative of an institution of higher learning;
iv) Two persons co-opted by the Board, who may be non-citizen scientists in the field

of agriculture and who possess such knowledge and experience as may be

necessary for the better carrying out of the functions of the Board; and

v) The Director General appointed in accordance with section 14.

Role of the Board of Management

The Board provides organizational strategic direction and oversight to management as provided

in the KALR Act which states that the functions of the Board of Management of KALRO shall be:

a) Carry out the objects and functions of the Organisation;
b) Advise the Cabinet Secretary on Matters of policy relating to agricultural research;
c) Oversee the effective co-ordination of the operations of the Organisation;
d) Ensure that the activities of the Organisation are consistent with the policy and

objectives of the government, and the national priorities relating to agriculture and

agricultu ral research;
e) Approve, oversee and evaluate on a continuing basis the programs being implemented

by the Organisation;
f) Direct strategic research and policy and prioritize and determine the research agenda;
g) Co-operation with other lead agencies and organizations in carrying out agricultural

research;
h) Development of a economic, efficient and cost effective internal management structure,

strategic Annual plan of the Organisation;
i) Implementation and fulfilment of the polices and agreed objectives, performance targets

and seruice standards of the Organisation;
j) Provision of advice as required on all matters within the responsibility of the

Organisation; and
k) Perform such other functions as may be necessary for the exercise of its powers under

the Act.

Board Meetings

The Board and its Committees'are required to meet not less than four times in any calendar year

and not more than four months shall lapse between the date of one meeting and the date of the
next meeting. In addition to the regular Board meetings, there may be other special meetings to
deal with specific matters, During the financial year under review the KALRO BOM held 5 full
board regular meetings.

Other Board information

The KALRO Board of Management is answerable to the Government through the parent Ministry.

The board signs a Performance Contract (PC) every financial year with the Government through
the same Ministry outlining peformance targets in line with the above stated functions. The

signed PC is monitored and evaluated periodically and at the end on the contract term.

xvill'ar:c
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In line with
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2.

1. Fa and Administration Committee;

The assisted the Board in its oversight role of the Organization in matters relating to
finance and an resource management.

Technical and Innovation Committee

Functions
a)
b)

Research, Technical and Innovation Committee includes
ng as the advisory arm to the Organization; and
ing technical, financial and legal expeftise to the Board and the research

established under this Act.

In the
Committee

nce of its functions under subsection (1), the Research, Technical and Innovation
I

a) ise the Board on:
Science policy and broad strategic research directions; and
Strategic planning, priority setting and research agenda

provisions of the KALR Act No. 17 of 2013, the Board established three standing
follows;

and manage periodic external reviews of the programs of research
rtake system level impact assessments;
borate with partners to mobilize and harness best science practices;

advice and capacity building to research Institutes and individuals
ng agricultural research and programs pursuant to this Act;

policies, research proposals and proposed research programs prior to
ission to the Board for approval; and

such other functions relating to agricultural research as may be assigned to it
Board

Governance & Risk Committee.

dit, Governance and Risk Committee was established in accordance with the
Public Finance Management regulation No. 34 of 2015. This sub-committee of the

be possible in a normal full Board Meetings. The Committees undeftake preliminary
the business of the board and prepare their resolutions for deliberations and

b)
c)
d)
e)

f)

s)

3.

The Board
provisions
Board is de the responsibility of supporting the Director General with regard to the issues
of risk, and related assurance. It further follows up the implementation of

of internal and external auditors

The comm were provided with all necessary resources to enable them to undeftake their
duties in an manner

The above
otherwise,

mittees permit and facilitate more in-depth deliberations on issues than would

discussions

xviill'irgc
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Annual Reporl and Flnanclal Stdementlor the year ended 3Uh June 2017

adoption by the full Board Meetings. A decision of any of the Committees only becomes effective
after it has been approved and confirmed by the full board.

Communication

The Board receives management reports in advance of all scheduled meetings and in turn
formally, communicates to staff through the Director General. Informal communication to staff
may be made during Board meetings while in the Institute. Board members cannot commit the
Board in any way when having informal communication with staff.

xviiill'}agc
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RATE SOCIAL RESPONSIBILITY STATEMENT

Kenya Ag I and Livestock Research Organization (KALRO) is committed to contribute to
development of the country while improving the quality of life of our employees

general wellbeing of the society by integrating Corporate Social Responsibilities
(CSR) in its ues, culture, operations and decisions at all levels.

Interest is in Corporate Social Responsibility activities in Kenya,' more especially with
and environmental management practices. The Organization has contributedregard to

to a num voluntary projects, such as freedom from hunger walk, ear walk, distributing tree
seedlings to hools and contributing towards construction of such schools.

of this CSR policy are

To prove the livelihood of our employees, the neighbouring community and the
privileged sections of the society through sustainable and measurable initiatives

a

.To pate in National, Community, Education, Environment and healthcare
initiatives.
rt farmers through generation and transfer of appropriate ResearchTo

To
To

ogies and knowledge
a platform to employees to give back to the society in a meaningful way.

a high sense of corporate ethics and promote ethical behavior in all our

expectations all
the need to integrate our business values and operations to meet the
our stakeholders i.e. government depaftments, customers, employees,

suppliers, the community and the environment by:regulators,

ng that our social, economic and environmental responsibilities to these

Ta
sta

seriously the feedback that we receive from our stakeholders and maintaining
are integral to our business

ue to ensure fulfilment of their requirements as stipulated in this policy
unicating our strategies, targets, peformance and governance to our

sta in our continual commitment to sustainable development.
a ing the necessary resources to enhance realization of the corporate

bilities.

Pursuant to above mentioned Corporate Social Responsibility objectives, Kenya Agricultural
and Livestock Organization has endeavored to give support through

management developed a Customer Service Delivery Charter in line with National
and Principles of Governance as espoused in Article 10 of the Constitution suchVal

as: dignity; human rights; equality and equity; social justice and inclusiveness;
mination and protection of the marginalized. KALRO has been suppofting

ity Development oriented activities like promoting education by
spon ng primary schools at Muguga, Kiboko and Ruiru by to enhance their education

a

a

a

a

a

a

sta rds;
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a The Organisation continued supporting education in communities through sponsorship of
Utafiti Primary school. This is a public primary school located in Timbilil at the KALRO-TRI

by partnering with parents to pay ECDE PTA appointed teachers. Sugar Research Institute
provided food stuff and clothes for community children. Arid and Range Land Research

Institute supported the community school (Primary and Secondary) through providing

drinking water and housing,

The organization donated learning materials to Jacaranda Primary school which

comprises of players from all parts of the country thereby enhancing National cohesion.

The Organization participated in tree planting during the World's Environmental day at
KALRO Kita|e;

The Organization through ASAL Project offered training on nutritional value addition of
Amaranth to Women groups and Children in Makindu, Muthetheni and Katumani enviros.

The organization too contributed funds and participated in the Freedom from Hunger
Walk to stamp out Hunger in Kenya through the Kenya Freedom from Hunger Council

The management has systematically been ensuring that KALRO is well represented in
the counties by establishing centres and sub-centres to provide seruices throughout the
country.

a

a

a

a
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VIII. OF THE DIRECTORS

TECH RESEARCH PROG RAM M E AC HIEVEM ENTS : FY I 2OLG I 2OL7

The year significant achievements in various projects under Crops and Livestock
Research.
as per the

below is the summary of the key achievements for the FY 20tOl20L7
Peformance Contracti ng document.

Project 1. izer cost reduction investment

Soil and Recommendations within Kenya

This to soil analysis and the associated feftilizer recommendations to clients
laboratories. A total of L5,572 samples of soil analysis were

and Llvestock Research Organizodon
Financlal Statement for the year ended 3Oh June 201 7

and to seed companies for further multiplication and commercialization.

Basic Seed uced

Kenya
Annual

a

The
and

by

a

a

ended. KALRO will collaborate with the Counties and International partners
wh applicable to improve an uptake of the service.

Project 2: blishment of Disease-Free Zones

of Vaccines

development, testing and strategic use are key factors in maintenance of
free zones. The developed vaccines are first tested in the laboratory and
n animals. The successful ones are then tested on farm for 2-3 years. Five
for Contagious Bovine Pleuro-pneumonia (CBPP), TSOL 18, thermos

PPR, Rift Valley Fever and ECF were tested for the second year on- farm
tria

of Tsetse repellant and aftractant

repellant and one (1) attractant were developed and tested for the
nt of tsetse fly a serious vector of cattle diseases.

Evaluation maize varietiestolerantto Maize Lethal Necrosis Disease (MLND)

a KA identified 24 promising maize varieties tolerant to MLND. ln 20t6lL7FY,
th rieties and additional 230 were evaluated for MLND tolerance. Sixteen (16)

were found to be tolerant to MLND and are in advance stage of being
by KEPHIS.

Project 3. of planting materials

Basic Seed

The nization produced 1,378 MT of basic seed of different food crop species

di
on

a

van

nization produced L,378 MT of basic seed of different food crop species
to seed companies for fufther multiplication and commercialization.

a
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Clean Root Crop Planting Material Produced
. Total number of 2.957 million clean root crop planting material (sweet potato

vines, pyrethrum, and other) were produced and sold.
. 300 tons of certified seed potatoes produced and distributed for further

multiplication.

Tea Plants and Cuttings Availed
. KALRO produced a total of 1.49 million cuttings of improved tea varieties for

distribution to farmers in the tea growing counties.

Production of Coffee Planting Materials
. The Organization produced L4.77 million coffee seedlings to be availed to farmers

in both the traditional and upcoming coffee counties.

Provision of Treated Seed Cane
. KALRO produced 2,340 tons of treated improved seed cane

Project 4. Improvement of Livestock Production

Breed Sahiwal Bulls rear and availed to Farmers
. KALRO produced and availed to farmers 73 breeding Sahiwal bulls in 20L6lt7 FY.

Sahiwal is dual cattle that tolerate a wide range of climatic conditions. It is also
more tolerant to some of the diseases that limit dairy production in the country.
The Sahiwal bulls are used to improve local breeds thus enhancing milk production
in Kenya.

Breeding Bucks and Rams
. Goats and sheep are critical livestock in ASAL areas of the country. KALRO intends

to improve the productivity by providing high quality breeding material to the
farmers. During 20L6l20l7FY KALRO availed ninety eight (98) breeding bucks and
rams.

Improved Ind igenous Ch icken
. Chicken plays an impoftant role in the rural communities as a source of protein

delicacy and incomes from the sale of eggs and meat. KALRO has a programme
for enhancing capacity for indigenous chick production. During the 2016/17 FY,

KALRO supplied 296,000 chicks to stakeholders.

Feftile eggs produced and availed to farmers
o To supplement the production of one day old chicks KALRO availed fertile eggs to

farmers for hatching in their localities. In the 20LOlt7 Fy,34,250 fertilized eggs
were produced and availed to farmers.

xxiill'lge
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of Supplementaly Animal Feeds
produced 394,260 clean Napier grass cuttings, 12,000 bales of Lucerne

,500 Rhodes grass and 3,000 bales of Oat hay in20L6lt7 FY. These targetsHay
felt of what was expected due to prolonged drought.

Project 5. ining and Stakeholder Engagements

training sessions at KALRO
the period, the Organization had 291 stakeholder training sessions onnDu

van
Tra

ma

crops and livestock husbandry at different KALRO Centres and Practical
Centers.

HRI goni: 2 GIZ ToTs training, 1 PCN training and sensitization)

Training i Ag ricu ltu ra I Practices
has an obligation to train farmers and their workers on Good Agricultural

(GAP) in order to ensure competitiveness of Kenyan produce in the world
The training is hosted at KALRO Horticulture Practical Training Centre. A

total 5,407 farmers were trained on enhancing produce quality and checking on
mrn residue level of agrochemicals used;
HRI
with

62 ward agricultural officers trained on GAP of potato in collaboration

Outreach ftnership Fora
A
and
fol
a.
b.

of 1,182 stakeholder fora for products and services dissemination purposes
feedback on technologies demand and use were held using the

approaches:
Paftnership activities under the various MoUs;
Farmer Field Schools (FFS), where farmer groups learn by practical hands-
on training;
On-farm demonstrations, farmer business days and field days - in
collaboration with paftners and collaborators, as well as demonstrations in
county and regional agricultural shows; HRI Tigoni: 6 on-farm demos
through the joint collaboration with Korea Project on International

culture;

di

d

boards to the projects'sites;

farmer training workshops were held.

Branded all the Vision 2030 flagship projects by use of billboards and

submitted quarterly reports on Vision 2030 projects to Vision 2030 Delivery
riat.

c
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Project 6. Breeding for Improved Crop Varieties

Development of Improved Crop Variety
. Under this project the following activities were carried ouU

a. Germplasm stored in the gene bank located at the Genetic Resources
Research Institute was rejuvenated for breeding purposes and to veriff
viability;

b. 1,500 crop varieties were maintained in several In vivo genebanks;
c. Plant breeding activities were undeftaken under field, screen house and

greenhouse conditions in all relevant Institutes;
d. Promising lines were advanced to National Performance Testing (NPT) and

Distinctness, Uniformity and Stability (DUS) testing by KEPHIS for
evaluation and release;

e. 92 promising lines of different crops were submitted to KEPHIS for
evaluation. (5 potato candidate lines submitted to KEPHIS for NPT).

Prcject 7 Quality Assurance of Animal Feeds and Pesticides

Analysis of Feed Samples
. The quality of animal feed is critical in the determination of milk, meat and eggs.

Farmers are always advised to have their feeds analyzed to ensure that they are
giving their animals the right ration for the targeted product. KALRO analyzed
L,552 animals feed samples for their nutritive values and advice livestock farmers
accordingly.

Evaluation of Pesticides for Crop Pest Management
. Various crops attracted a wide range of pests and diseases. These pests are

controlled using pesticides. Before any pesticide can be recommended for use by
farmers, it must be tested for its efficacy on target pest(s) & effect on the yield
and quality for 2-3 years depending on whether it is a new or old molecule,
weather patterns and target pesfs dynamics. KALRO is accredited by Pest Control
Products Board (PCPB) to undertake pesticide efficacy trials. A total of 30
pesticides were evaluated in various centres.

Commercialization of Fibrc Crops
o Sericulture - 3 strains of silkworms introduced and evaluated for development of

a Kenya strain. 50,000 eggs imported; 8 KALRO staff undergoing training in Japan
(long term training) and 6 in India for shoft term training,

r 3 climate smart rice varieties identified by KALRO-Mwea,
. Arid and semi-arid crop technologies (AMRI),
. Four (4) drought-tolerant and nutrient-foftified bean varieties were released

through KEPHIS,
. Three (3) drought-tolerant green gram varieties were released for eastern

counties,
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Ix. MENT OF DIRECTOR'S RESPONSIBILITIES

Section 81 the Public Finance Management Act, 2012 and section 15 of the State
Corporatio
or9an
end of
year/peri
accounting s which disclose with reasonable accuracy the financial position of the
organ The Directors are also responsible for safeguarding the assets of the organization

The D are responsible for the preparation and presentation of the organization's
financial which give a true and fair view of the state of affairs of the organization

Kenya
Annual

for and as
includes: (

the prepa
free from

organ
organ
of the

I ol

an d Liveslo ck Res e arch O rg anizali on
Financial Stalement for the year ended 3Ah June 2017

Act, require the Directors to prepare financial statements in respect of that
which give a true and fair view of the state of affairs of the organization at the
financial year/period and the operating results of the organization for that
The Directors are also required to ensure that the organization keeps proper

the end of the financial year (period) ended on June 30, 20L7. This responsibility
maintaining adequate financial management arrangements and ensuring that

on; (iii) designing, implementing and maintaining internal controls relevant to
and fair presentation of the financial statements, and ensuring that they are

mates that are reasonable in the circumstances.

transactions during the financial year ended June 30, 2017, and of the
financial position as at that date. The Directors further confirm the completeness

records maintained for the organization, which have been relied upon in the

of this statement.

these e to be effective throughout the reporting period; (ii) maintaining proper
accounting rds, which disclose with reasonable accuracy at any time the flnancial position
of the

rial misstatements, whether due to error or fraud; (iv) safeguarding the assets
of the orga
accounting

; (v) selecting and applying appropriate accounting policies; and (vi) making

The Directo
prepared in
the manner

accept responsibility for the organization's financial statements, which have been
nce with International Public Sector Accounting Standards (IPSAS), and in

uired by the PFM Act and the State Corporations Act. The Directors are of the
oprnron organization's financial statements give a true and fair view of the state of

preparation
of internal fi

the organization's financial statements as well as the adequacy of the systems
ncial control.

With effect 1st July 2014, Kenya Agricultural Research Institute (KARI), Kenya Sugar
Research (KESREF), Tea Research Foundation (TRF) and Coffee Research
Foundation were dissolved in pursuant to the Kenya Agricultural and Livestock Research
Act 2013
(KALRO).
from the

ewly acquired name is Kenya Agricultural and Livestock Research Organization
will not affect the organization going concern for at least the next twelve months

Prof. M Limo Eliud K. Kireger (PhD)

Director GeneralChairman, BoM

;,o

g t{"+leo{Date: ...
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Early white sorghum harvest to deter bird damage validated for eastern Kenya

counties,
Identified and promoted the Amaranthus mechanical threshers with farmers.

Project 8. Development of KALRO Research Priorities

KALRO Research Priorities
o A total of 94 consultative fora were held to address the following issues:-

a. Research priority setting based on the Agricultural Product Value Chain
(APVC);

b. Evaluation of research proposals, and
c. Engagement with other partners.

Project 9. Promotion of a Culture of Scientific Innovation Documentation

The year the following activities were undertaken;

Publications in Refereed Journals;
. These refer to papers published or accepted for publication in peer refereed

journals. A total of 157 papers were published by KALRO scientists;
. (HRI Tigoni: 1 paper - Muthoni et al. (20L6). Soil Fertility situation in potato

producing Kenyan Highlands-case of KALRO Tigoni. International Journal of
Horticulture . Yol 24: 1-1. 1.

KALRO Technica I Pu bl ications;
. These refer to publications developed by KALRO Institutes and Centres, 2L4

papers were published.

Extension Materia ls Developed / U pdated;
. These refer to extension materials developed/updated and availed to farmers

including: technical bulletins, pamphlets, leaflets and online library developed by
KALRO Institutes and Centres, A total of 315 materials were developed and

updated.

Publications in Conference Proceedings;
. This refers to published papers reviewed, accepted and presented in conference

proceedings and a total of 190 papers were presented and published in conference
proceedings;

o HRI International Phytosanitary Conference, 20L6, Occurrence of potato virus Y in
Kenya, KEPHIS Headquarters, Nairobi, Attended 12th -16th Sept, 2016, book of
abstracts, pp 42; The 10th Triennial Conference of the African Potato Association
in Ethiopia, October 9th to 13th, 2016 in Addis Ababa, pp 46 and 67.
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REPUBLIC OF KENYA

Telephone:
Fax: +254-20-311482
E-mail:
Website: www.

P.O. Box 300t4-00100

NAIROBI

FFICE OF THE AUDITOR-GENERAL

REPORT F THE AUDITOR.GENERAL ON KENYA AGRICULTURAL AND
L RESEARCH ORGANTZATTON (KALRO) FOR THE YEAR ENDED
30 JUNE 17

REPORT THE FINANCIAL STATEMENTS

Adverse tnton

Section the Public Audit Act, 2015. I have obtained all the information and
expla which, to the best of my knowledge and belief, were necessary for the
purposes audit

ln my opin
Adverse O

, because of the significance of the matters discussed in the Basis for
section of my report, the financial statements do not present fairly,

the fin position of Kenya Agricultural Research Organization as at 30 June
its financial performance and its cash flows for the year then ended, in

I have au
Livestock
the
performa
statement
a sum
accord

2017 and
accorda
and do

Note 22 to
have not

the accompanying financial statements of Kenya Agricultura! and
rch Organization (KALRO) set out on pages 1to21, which comprise

of financial position as at 30 June 2017 , and the statement of financia!
, statement of changes in net assets, statement of cash flows and
comparison of budget and actual amounts for the year then ended, and
of significant accounting policies and other explanatory information in
with the provisions of Article 229 of the Constitution of Kenya and

lnternational Public Sector Accounting Standards (Accrual Basis)
ply with the Public Finance Management Act, 2012 and Kenya

financial statements, are staff imprests totalling Kshs.35,258,000 that
supported with dates of issue and due dates. Similarly, and as

RO).frtr the vor enclcd 3O .1,,n, ?01,

Agricultural d Research Organization Act, 2013

ln addition,
procedures

required by Article 229(6) of the Constitution, based on the audit
rmed, I confirm that public money has not been applied lawfully and

in an way

Basis for Opinion

les from Non-Exchange Transactions

1.', Long tstanding lmprests

As in the previous year, included in receivables from non-exchange
transactions of Kshs.367,169,000 as at 30 June 2017 and disclosed under

1

reported in the previous years, temporary imprests includes amount of

Report of the
()rgoni:oli on

on the Financial Statements of Kenya Agrirultural and Livestock Research

Prcmoting Accountability in the Public Sector



Kshs.1,558,396 held by former employees of Sugar Research lnstitute and long
outstanding imprests of Kshs.5,980,161 out of which Kshs. 2,964,822 relates to
imprests issued in the financial year 200912010 to the Sugar Research Institute.

1.2 Debt Recovery

As previously reported, the receivables from non-exchange transactions balance still
includes an amount of Kshs.124,495,782 due from Kenya Planters Co-operative
Union (KPCU) - (in receivership) and Kshs.23,445,376 due from Coffee Board of
Kenya relating to Coffee Research lnstitute. Although the organization has made a
full provision of Kshs.124,445,376 in respect of KPCU debt and forwarded a claim
to the receiver manager, no meaningful progress has been reported towards
recovery of this debt as at the date of this report.

1.3 Commodity Levy

Similarly, and as previously reported, receivables from non - exchange transactions
includes an amount of Kshs.314,569,000 in respect of commodity levy representing
860/o of the total receivables from non - exchange transactions. This figure, however,
includes Kshs.7,073,687 from Nyambene Mills which is under receivership. The
management has not provided any evidence on the steps being taken to ensure that
these debts are recovered. ln addition, no provision for bad and doubtful debts in
respect to commodities levy whose recovery remains doubtful has been made in
these financial statements.

Consequently, it has not been possible to confirm whether receivables from non-
exchange transactions balance of Kshs.367,169,000, in these financial statements
is fairly stated.

2. Receivables from Exchange Transactions

The receivables from exchange transactions balance of Kshs.132,998,000 and as
disclosed under Note 21 to the financial statements includes like in the previous year
amounts of Kshs.12,649,000 and 33,287,000 owed by various debtors and Kenya
Seed Company respectively which have remained outstanding for over five years.
The receivable figure also includes long outstanding debts of Kshs.537,700 owed by
former Members of Parliament. ln addition, included in the balance of other
receivables of 16,787,000 disclosed under Note 21 is an amount of Kshs.1,760,000
due from Sugar Research lnstitute, a department within KALRO.

ln view of the above, it is not possible to confirm whether receivables from exchange
transactions' balance of Kshs. 132,998,000 as at 30 June 2017 is fairly stated.

3. Biological Assets

Biological Assets balance of Kshs.471 ,519,000 as at 30 June 201 7 includes assets
within KALRO headquarters of Kshs.264,486,280 and Tea Research lnstitute (TRl)
of Kshs.197,585,000. This figure, however, excludes undetermined value of assets
held at Coffee Research lnstitute (CRl) and Sugar Research lnstitute (SRl). The
balance of Kshs.471,519,000 as at 30 June 2017 is, however, more than the figure
Report of the Autlitor-(ieneral on the Finunc'iul .Stutements of. Kenvu Agric'ulturul und Live.sloc'k Re.seurc'h
()rgrrni:rrlion /K 4l R()t l)tr the .t'errr enrlerl 70 l,,nr, ?01,

2



, which have been disclosed in these financial statements under
lnve

ln the ci stances, it is not possible to confirm whether biological asset's figure of
Kshs.471 19,000 is fairly stated

, Plant and Equipment

(i) lncl in the property, plant and equipment balance of Kshs.24,536,196,000

4.

of Kshs
doc
balance
16ofl
requires
date at
amounts

as
in

all

year
100
add

(iv) As
doc

land

(v) The
June
Koru
lnstit
name
Agric

,203,000 reported as at 30 June 2016 by Kshs.83,316,000. No
evidence or explanation has been provided to confirm whether the

biological assets reported was determined in compliance with paragraph
ational Public Sector Accounting Standard (IPSAS) No.27, which

ogicalassets to be measured on initial recognition and at each reporting
r value less costs to sel!. ln addition, the biological assets do not include
Kshs.149,236,000 and Kshs.6,371,000 relating to animals and plants

June 2017 is an amount of Kshs.2,932,785,960 as previously reported,
pect of six parcels of land relating to the former Kenya Agricultural

res has been occupied by private developers since the year 2000. ln
n, part of this land is being used as a dumping site by the County

in the previous years, a review of available information and
tation of the Organization's land ownership documents as at 30 June

perty, plant and equipment balance of Kshs.24,536,196,000 as at 30
17 excludes undetermined value of parcels of land located in Azani and

uring 99 ha and 127 ha respectively which the Coffee Research
uses for farming. The titles to the parcels of land however are in the
Coffee Board of Kenya (CBK) which has since merged to form

ral Food Authority.

on the Financial Statements of Kenya Agricultural and Live.stock Research
LRO) frtr the v'or ended 30 .hrne 2017

a
-)

lnstitute for which the Organization has no ownership documents.
The s include L.R. No.5212 which, although the lnstitute holds an

letter, was allocated to a private developer.

(ii) , part of the Organization's land at Manera and Olmagogo farms in
Mai Mahiu Road, was illegally acquired by private developers in the
and another property in Katumani Centre measuring approximately

F
N

nt of Machakos and construction of a power station is taking place
on same land

(iii) Simil , in January 2011, a group of individuals forcibly invaded the
o on's land L.R.5210 and L.R.5211 in Naivasha, claiming ownership
The anization filed a case in court to have them evicted, and a ruling in

of the Organization was made on 29 March 2012. However, a review of
the p ition as at the date of this report revealed that the invaders had not

the land.VA

2017, ill revealed that the organization does not have title to 32 parcels of
the country, some of which have not been surveyed

Report of the
()rgoni:oti on
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(vi) The Agricultural Mechanization Services (AMS) - a department within the
Ministry of Agriculture-occupies a portion of the Organization's land at Rukera
and has set up its own buildings. Although management clarified that the value
of the constructions/improvements by the AMS are not included in the assets
balances, and that AMS was devolved from the National Government to the
County Government, the County Government had not signed any lease
agreement and has not paid any rent to Coffee Research lnstitute for use of
the land as at the date of this report.

(vii) The property, plant and equipment figure of Kshs.24,536,196,000 as at 30 June
2017 , also excludes the value of twenty acres piece of land developed by Tea
Research lnstitute in Kirinyaga County with an estimated value of
Kshs.8,430,634. Available information indicates however that the land belongs
to Kenya Forest Service.

(viii) The property, plant and equipment net book value of Kshs.24,536,196,000
includes a figure of Kshs.81,650,080 representing the value of buildings
allocated to Kenya Plant Health lnspectorate Service in 1998. The net book
value is, therefore overstated by Kshs.81,650,000.

(ix) The property, plant and equipment balance of Kshs.24,536,196,000 also
includes the value of an office block completed in the year 201212013 at a cost
of Kshs.663,772,203 in respect of Sugar Research lnstitute. However, as
previously reported, the valuation report on the building placed the value as
Kshs.447,992,751 resulting in an unexplained difference of Kshs.215,779,453.
It is not clear how the value of a new building could drop below the actual cost
of construction with such a high margin.

(x) The value of land reported under Coffee Research lnstitute is inclusive of
undetermined value of coffee bushes thus violating the lnternational Public
Sector Accounting Standard (IPSAS) No.1 on presentation, which requires
various classes of assets to be shown separately on the face of the financial
statements.

(xi) As reported in the previous year, the Organization's residential building at Kisii
Sub-Centre of Coffee Research lnstitute has been taken over by the Kisii
County Government with no benefit accruing to the Organization.

(xii) lncluded in additions for the period of Kshs. 253,798,000 under Note26 to the
financial statements is an amount of Kshs.109,765,000 in respect to buildings
described as arbitration award to a company and relates to disputed values of
certificates of completion of the new office block at Sugar Research lnstitute.
This figure however differs with the amount of Kshs.122,920,000 in respect of
the award disclosed under Note 37 (ii) to the financial statements. The
difference of Kshs.13,155,000, between the arbitration amount and the amount
provided in these financial statements has not been accounted for.

Under the foregoing circumstances, the accuracy and completeness of the property,
plant and equipment balance of Kshs.24,536,196,000 cannot be confirmed.

Report of the Auditor-General on the Financial Statements of' Kenva Agrictrllural and Livestoc'k Re.seurch
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5. and Other Payables

(i) r trade and other payables balance of Kshs.310,644,000 as at 30 June
20 includes Kshs.3,771,786 as previously reported, owed to various

s that have remained unpaid for a very long time. lncluded also is an
unt of Kshs.4,547,866 in regard to penalty imposed by Kenya Revenue
ority on unremitted Pay As You Earn (PAYE). No explanation has been

for failure to settle the long outstanding liabilities

(ii) r and other payables figure of Kshs.310,644,000 includes as disclosed
tn
d bed as provision for liabilities relating to amounts owing to a contractor

31 to the financial statements an amount of Kshs.122,917,000

arising from an arbitration ruling. However, Note 37(ii) to the financial
ments shows an amount of Kshs.122,920,000 as having been the

a
a

amount and an additional amount of Kshs.14,600,000 being the
Itribunal fees

The trade nd other payables figure of Kshs.310,644,000 is therefore understated
with an nt of Kshs.14,603,000.

6.

The i

ents

balance of Kshs. 2,149,000 as at 30 June 2017 and as disclosed
under N 29 to the financial statements, includes a Kenya Planters Co-operative
Union's ( U) unsecured loan stock of Kshs. 40,000 and KPCU redeemable
ordinary s of Kshs. 2,092,000 with a nil fair value as at 30 June 2017. Further,
KPCU is r statutory management.

ln the nces, it is not possible to confirm whether the investment figure of
Kshs. 2,1 000 is fairly stated

7. Cash Cash Equivalents

7.',1 u nted for Cash

As previo
asat30J
2009t2010
supporting
man
by the Sug
Kshs.6,91
report, no

reported, the cash and cash equivalents' balance of Kshs.854,795,000
2017 stillexcludes cash withdrawals totalling Kshs.6,914,345 made in

n respect to Sugar Research lnstitute against which the related
documents were not provided for audit verification. Although
had indicated that the missing documents are a subject of investigation
Research lnstitute and other arms of the Government, the amount of

nevertheless remains unaccounted for and as at the date of this
ce had been provided on the status of investigations for verification.

7.2 Lon Outstanding Unpresented Cheques and Uncredited ltems

Bank reco iation statements for the bank balances of Kshs.854,795,000 disclosed
under Note to the financial statements includes unpresented cheques amounting

Report of the
Orgoni:otion

General on the Financial Statements of Kenya Agriarltural and Livestock Research
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to Kshs.452,634 dating back to 25 April 2015 and uncredited items totalling
Kshs.126,255 dating back to 21 November 2008. The management has not
explained why these long outstanding items have not been reversed and recorded
in the cash book.

Under the circumstances, the accuracy of cash and cash equivalents' balance of
Kshs.854,795,000 as at 30 June 2017 cannot be confirmed.

8. lnventories

The statement of financial position and as disclosed under Note 24 to the financial
statements reflects a balance of Kshs.288,304,000 against inventories as at 30 June
2017. Documents provided for audit, however, shows that included in the figure are
amounts of Kshs.149,236,000 and Kshs.6,371,000 relating to animals and plants
respectively. However, this treatment is contrary to the provisions of paragraph 9 of
the lnternational Public Sector Accounting Standard (IPSAS) No.27 which defines a
biological asset as a living plant or animal. Although the management has explained
that the livestock and plants have been classified as inventories since they are held
for purposes of research, this explanation does not comply with the definition of
inventories as provided for under paragraph 9 of the lnternational Public Sector
Accounting Standard (IPSAS) No. 12.

Under the circumstances, the accuracy of the inventories balance of
Kshs.288,304,000 as at 30 June 2017 cannot be confirmed.

9. Deferred lncome

The statement of financial position reflects a balance of Kshs.122,992,000 against
deferred income as at 30 June 2017 and as disclosed under Note 32 to the financial
statements. The amount relates to grants received from donors for specific projects,
classified as non-current liabilities and carried in the books net of amortization based
on the life of the project. The amount of Kshs.122,992,OOO is net of
Kshs.112,554,0O0 relating to the expenditure incurred during the year, which should
have been recognized as income in the statement of financial performance.
Examination of supporting documents presented for audit in respect to different
classes of revenues for the Organization during the year however did not reflect this
figure as part of the income for the year under review.

ln the absence of documentary evidence, the validity of the deferred income figure
of Kshs.122,992,000 cannot be confirmed.

10. Statement of Changes in Net Assets

The statement of changes in net assets reflects an amount of Kshs.112,694,000
relating to prior year adjustment and as disclosed in Note 38 to the financial
statements. The figure relates to amounts owing from the former KARI to NSSF for
failure to remit statutory deductions for the period January 1998 to January 2008 and
the initial total was Kshs.206.49 million. As at the time of this report, it was indicated
that the matter was still under negotiation to have the penalty waived, while
management recognized the amount as a prior year adjustment. However, it is not

Report rt' the Auditor-General on the Financ'ial Statements of' Kenya Agric'ultural and Livestoc'k Re.search
()rsoni:otion /K4l R()) frtr lh<, .t'eor enrled lO hrne ?017

6



clear the corresponding entry on the provision were posted to. Consequently,
the com ess and validity of the prior year adjustment cannot be ascertained

The a s conducted in accordance with lnternational Standards of Supreme
ons (lSSAls). I am independent of Kenya Agricultural and LivestockAudit I

rganization (KALRO) in accordance with ISSAI 30 on Code of Ethics. I

Key Au

Key audit rs are those matters that, in my professionaljudgment, are of most
significa in the audit of the financial statements. Except for the matters described

for Adverse Opinion and Other Matter sections, I have determined that
Key Audit Matters to communicate in my report.

in the

have fu
accorda
financial
sufficient

there are

the provisi
(including

Although t
merged, th

Foundation
Foundation

other ethical responsibilities in accordance with the ISSAI and in
with other ethical requirements applicable to performing audits of
ments in Kenya. I believe that the audit evidence I have obtained is
appropriate to provide a basis for my adverse opinion.

winding up of a company shall be by petition presented, subject to
of this section, either by the company, by any creditor or creditors
contingent or prospective creditor or creditors), contributory or

management has stated that the entities were not wound up but
nation seems to be in contradiction with Section 56 of the KALRO

RF), Tea Research Foundation (TRF) and Kenya Sugar Research
REF) are still legally in existence

Other

KALRO 2013

As previou y reported, the Cabinet Secretary Ministry of Agriculture, Livestock and
Fisheries set 1 August 2014 as the commencement date for the operation of the

This Act repealed the Science and Technology Act 250-KAR|, CoffeeOrganizati
Act (No.9
TRF.
However,
under the

2001) - CRF, Sugar Act (of 2001)-KESREF and the Tea Act, Cap 343-

r than the Kenya Agricultural Research lnstitute, which was operating
ience and Technology Act Cap. 250 of the Laws of Kenya, the other

parastata operating under the Companies Act, Cap 486 of the Laws of Kenya
According
to the cou

Section 221 (1) of the then Companies Act, Cap. 486,"An application

contribu or by all or any of those parties, together or separately".
has, however, not provided evidence that this provision of theManagem

Companies Cap 486 was complied with in the establishment of KALRO

Act,2013 states that," Any reference to the former institution in any written law
or rn any ntract, document or instrument of whatever nature shall, on the
comme t of this Act, be read and construed as a reference to the

ln the absence of such evidence therefore, Coffee ResearchOrganizat

Report of the General on the Financial Statements o/'Kenya Agricultural and Livestock Research
RO) /'or the yeor ended 30 ,hrne 2017
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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 Public Sector Accounting
Standards (Accrual Basis) 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
Organization's ability to sustain services, disclosing, as applicable, matters related
to / sustainability of services and using the going concern basis of accounting unless
the management either intends to liquidate the Organization or to 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 Organization's
financial reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with
the provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report
in compliance with Article 229(7) of the Constitution of Kenya. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with lSSAls will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if,

individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

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

Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances and for the
purpose of giving an assurance of the effectiveness of the Organization's
internal control.

a

Report of the Auditor-Generul on lhe Financiul Statements of Kenyu Agricultural ancl Livestock Research
()rqoni:atir>n (K4l RO) for lhe v,or entlerl 3O hrne 2ol7

8



J

a uate the appropriateness of accounting policies used and the
ableness of accounting estimates and related disclosures made by the

gement.

ude on the appropriateness of the management's use of the going

such other procedures as I consider necessary in the circumstances.

with the management regarding, among other matters, the planned
ing of the audit and significant audit findings, including any significant
internal control that are identified during the audit.

nd other matters that may reasonably be thought to bear on my
and where applicable, related safeguards.

R. O. Ouko, CBS
ERAL

on the Financial Statements of' Kenya Agricultural ancl Livestock Research
I .for the veor snllsi .10 .hrne 201 7
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a

I commun
scope and
deficiencies

basis of accounting and, based on the audit evidence obtained,
r a material uncertainty exists related to events or conditions that may

significant doubt on the Organization ability to sustain its services. lf I

ude that a material uncertainty exists, I am required to draw attention in
the ditor's report to the related disclosures in the financial statements or, if
SU disclosures are inadequate, to modify my opinion. My conclusions are

on the audit evidence obtained up to the date of my report. However,
events or conditions may cause the Organization to cease sustaining

. Eva the overall presentation, structure and content of the financial
, including the disclosures, whether the financial statements

fair
the underlying transactions and events in a manner that achieves

ntation.

o o sufficient appropriate audit evidence regarding the financial
and business activities of the Organization to express an opinion

on financial statements.

f
its

I also p management with a statement that I have complied with relevant
ethical req ents regarding independence, and to communicate with them all
relationship
independen

FCPA Edwa

Nairobi

13 June 201
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Kenya
Annual

For the

Revenue from

Goods

Services

Interest Received

Other Receipts

Revenue from
GoK Recurrent

GoK Development

World Bank

Other Grants

Commodity levy

Total Revenue

Expenses

Staff Costs

Administrative

Board Expenses

Audit Fees

Depreciation &

Repairs and

Contracted Services

Finance ost
Total Expenses

Surplus/(Deficit)

The Financial

and Livestock Research Organizalion
Financial Statementfoy the-year ended 3d! f-y119 2017

FINAI{CHL PERFORMANCE

3O June 2O17

transactions Notes

transactions

3

4

5

6

2016-20L7
Kshs'O0O

483,77t

1t7,303

8,855

36,092

2015-2016
Kshs'OO0'

384,7t8
89,743

8,045

46,501

7

8

9

10

11

646,O2L 5291008

3,L28,26t 2,2L1,831

- 55,600

- 28,875

901,442 t,091,497

73,976 1,026,395

4,ao3,679 4,4L4,L98
4J49,7OO 4,943,206

expense

t2
13

t4
15

16

t7
18

19

3,145,L22

1,418,802

4,694

6,490

4&,t67
100,184

18,550

6,449

3,123,656

1,686,003

2,449

7,953

598,811

113,481

99,151

8,74t
5,L64,457 5,6401205
(4L4,756) (696,999)

set out on pages 1 to 5 form an integral part of the Financial Statements.
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Kenya Agicultural and Livestock Research Organizatton
Annual Repolt qryd Ftnanciq! Statementfor the year e4ded 3dh fune 2017

XL STATEMENT OF EINANCIAL POSITION
As at 30th June 2O17

Notes

Assets
Current Assets
Cash and Cash equivalents
Receivables from Exchange Transactions
Receivables from Non-exchange Transactions
Prepayments
Inventories
Deposits

Non-Current Assets
Property, Plant and Equipment
Intangible Assets
Biological Assets
lnvestments

Total Assets

Liabilities
Current liabilities
Bank overdraft
Trade & Other Payables

Non-Current lia bilities
Deferred Income

Total LiabiliUes
Net assets

@neral Reserve
CapihlFund
Revaluation Reserve
Total Net Ass€ts and liabilities

20
2L
22
23
24
25

26
27
28
29

20t6-20a7
Kshs'OOO

854,795
132,998
367,t69

72,5L8
288,3M

2,33L

2015-2016
Kshs'OOO'

930,442
136,184
368,289

51,937
452,496

2,331
L,7L8,L15 1,941,690

24,536,196
26,010

47L,519
2,L49

24,677,23L
94,357

388,202
2,L49

25,O35F74 25,t61,939

26,753t987 27,LO3,6L9

30
31

32

13

3t0.644
t4

295,L97
310,658

122,992

433,650

295,21O

73,3L5

368,525
26,320,337 26,735,095

33
34
35

1,o57,763
5,397,197

19.865.377

1,472,519
5,397,!97

19,865,377
26,320,337 26J35,O95

The Financial Statements set out on pages 20 to 24 form an integral part of the Financial Statements.

W ,

::::'""ir*lTqlz-rt
Director Gengal
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XII

Prior year

Kenya
Annual

For the year 3O June 2O17

Balance as at 1st 2015
Surplus/(Deficjt) the period

Balance as at 2016

Surplus/(Deficit) the period
Balanoe C/F: 20L7

and Livestock Research Organizatlon
and Flnanclal Stalementfor the year ended 3dh lune 2017

OF CHAilGES IN NETASSETS

CapitalFund Revaluation
Reserve

Kshs'OOO'
5,355,365

41,933

lGhs'O(Xl'
19,865,377

General
Reserve

lGhs'OOO'
2,169,518
(584,305)
(tLz,694)

L,472,519

Totalc

Kshs'0OO'
27,390,260

(542,472)
(112,694)

26,735.,O945,397,197 19,865,377

(414.7\6\ /,414_7561

s.397.197 19.fi5.377 LOSA-761 26-?2,,,-??7

3ll'agc
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Kenya Agricultural and Liveslock Research Organization
Annual Report and Financial Stalementfor the year ended i|h lune 2017

XIII STATEITIET{T OF CASHFLOW

As at 3Oh June 2O17

Notes
Cash Flow ftom Operating Activitie
Receipts
Sale of Goods
Finance Income
Rendering of SeMces
Govemment & Donor Grants
C-ommodities levies
Other Incomes
Sub-Total

20L6-20t7
Kshs'(XlO

2015-2016
Kshs'OOO

483,77L
8,855

tt7,303
4,029,703

73,976
36,092

4r749r7OO 41943,20,6

38/.,718
8,045

89,743
3,387,803
1,026,395

46,501

Payments
Crmpensation of employees
Goods & Seruices
Finance Costs
Sub-Total

Net Cash flow from operating activities before working capital c

Decrease /(Increase)in Inventories
Decrease /(Increase) i n Receivables- Excha nge
Decrease /(Increase)in Receivables-Non-Exchange
Decrease /(Increase) in Prepayments
Increasd( Decrea se) i n Cred itors
Cash generated from/(used in) operaUons

Cash flowftom investing activiEes
Revaluation of Biological assets
Purchase of propefi, plant & equipment
Purdrase of intangible assets
Proceeds from sale of Assets
Cash generated from/(used in) investing activides

Cash flow fnom Financing Activities
C-apiblGrant
Deferred Income(C-apital )
Cash generated from/ (used in)Financing activiUes

Increase in Cash and Cash Equivalent for the Year
Cash and Cash Equivalent at the Start of the Year
Cash and Cash Equivalent at the End of Ure Year

(75,il7) (327,48L)
930,442 L,257,923

854.795 93o-A42

3,L45,L22
1,548,720

6,449

3,123,656
1,908,997

8,74t

36

4r7OO,29O

49,4r0

L6/.,L93
3,186
t,LzO

(20,580)
t5,448

5r04lr394
(98,188)

(105,383)
15,125

L69,220
(L2,687)
14,697

2L2,778 (L7,214)

26
27

(83,317)
(253,798)

(s88)

(338,1O2)

qg,in
49,677

35,697
(311,456)
(47,616)

234
(323,141)

41,833
(28,960)
12,872

The Financial Sbtements set out on pages 1 to 5 form an integral part of the Financial Statements.
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Repairs and

Kenya
Annual

Revenue ftom
Gmds

Services

Interest Received

Other Receipts

Sub btal

Revenue frrom

GOK Personal

GOK Development

Other Grants

Commodity Lelry

Sub btal
Total Revenue

Expenses

Staff Crsts

Administrative

Board Expenses

Audit Fees

Depreciation &

Conbacted SeMces

Finance ost
Tda! Expenses

Surplus/(Deficit)

zlJL6-20L7
Kshs'OOO

transactions

650,000

100,000

10,000

20L6-20A7
Kshs'OOO'

2016.2017

Kshs'(X)O'

Actual on
omparable

basis
20a6-2(,L7
Kshs'OOO'

483,77t

Ll7,3O3

8,855

Performance
difference

2016-2o:7
Kshs'O(X)'

(t66.,229)

17,303

(1,145)

and Liveslock Research Organizalion
Financial Statementfor the year ended 3Oh tune 2017

OF COMPARISON OF BUDGET AIID ACTUAL AIIOUI|TS
Original AdjusEnents Fina! Budget
budget

650,000

100,000

10,000

97

85O,OOO (9,803) W,1,97 646,O2L

1

transactions

4,567,257

688,648

901,555

t.229.535

(1,438,996)

(645,648)

699,930

(1.229.s3s)

3,L28,26L

43,000

1,601,485

3,L29,261 (0)

(43,000)

(700,(H3)

73,976

901,442

73,976

7,386,995 4,7721746 4r,.031679

8,236,995 5$t2rg43 4,749,7OO

exr

4,795,792

2,343,743

81,062

6,800

460,135

209,569

150,000

6,.100

(1,655,121)

(92t,022)

(61,062)

23,9(X)

(333)

3,140,661

t,422,72L

20,0()0

6,800

484,035

2O9,236

150,000

6,400

3,145,t22

1,418,802

4,694

6,49O

4&,t67
100,184

19,550

6,+49

(4,#1)
3,919

15,3()6

310

19,868

109,052

131,450

(4e)

8,O53A9t 5,439,853 5,164,457 275,396
183,504 173,090 (4tC,75,61
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Kenya Agricultural and Livestock Research Organizution
Annual Reporl and Financial Stalementlor the year ended 3Ah June 2017
ITOTES TO THE FINANCIAL STATEMENTS

Statement of compliance and basis of preparaton - IPSAS 1

The organization's financial statements have been prepard in accordance with and comply with Intemational
Public Sector Acounting Sbndards (IPSAS). The financial statements are presented in Kenya shillings, whidt is

the functional and reporting curency of the organization and all values are rounded to the nearcst thousand
(Kshs. 000). The acounting policies have been onsistenUy applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless sbted otherwise. The cash

flow statement is prepared using the direct method. The financial shtements are prepared on acrual basis

2. Summary of significant accounting policies

a) Revenue recogniEon

i) Revenue fiom non-exdrange transactions - IPSAS 23

Transferc from ottrer goyernment entities
Revenues from non-o<drange transactions with other govemment entities are measured at fair value and
reognized on obhining oontrol of the asset (cash, goods, services and propefi) if the transfer is free from
conditions and it is probable that the economic benefits or servie potential related to the asset will flow to the
organization and can be measured reliably.

ii) Revenue ftom exchange transactions - IPSAS 9
Rendering of services

The organization reognizes revenue from rendering of seMces only when it is probable that the economic
benefits or service potential associated with the transaction will flow to the organization.When the outcome of the
transact ion involving the rendering of services cannot be estimated reliably, revenue shall be reognized only to
the extent of the expenses recognized that are recoverable.

Sale of goods
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership have been

transferred to the buyer, usually on delivery of the goods and when the amount of revenue can be measured
reliably and it is probable that the eonomic benefits or service potential associated with the transaction will flow
to the organization.

Interest income
Interest inome is accrued using the effective yield method. The effective yield discounts estimated future cash

receipts through the expected life of the financial asset to that assefs net carrying amount. The method applies
this yield to the principa! outstanding to determine interest income each period.

Rental inome
Rental income arising from operating leases on investrnent properties is accounted for on a straight-line basis

over the lease terms and induded in revenue

6ll'agc



b) Budget i
The annual
single statement
budgeting
between the
in the statement

c) Property, pla

indudes
costs are
for nil or nominal

Biological assets
costs to sell in

Depreciation is
following annual

Plant and
Office equipment
Computers &

Laboratory
Infrastructural

d) Intangible
Inhngible assets
non-exchange

The organization

Kenya and Livestock Research Organization
Annual and Financial Stuement tor the year ended 3th fune 201 7

- rPsAs 24
is prepared on the accrual basis, that is, all planned costs and income are presented in a
determine the needs of the organization. As a resuft of the adopUon of the accrual basis br
there are no basis, timing or organization differences that would require reconciliation

amounts and the amounts presented as a separate additional financial statement
of budget and actual amounts.

and equipment - IPSAS 17
All propefi, plant equipment are stated at cost less amrmulated depreciation and impairment losses. Cost

that is direcUy attribubble to the acquisition of the items. All other repair and maintenane
in surplus or deficit as incurred. Where an asset is acquired in a non-exdtange transaction

the asset is initially measured at its fairvalue.

on initial recognition and at the end of eadr reporting period at fair value less
with IPSAS 27

to write off the cost or valuation of fixed assets using the straight-line method at the

Buildings
Motor vehides and
Tractors

Fumiture & fittings

assets are carried at
generated inbngible
reflected in zurplus or

The usetul life of the
assessed for impai
amortisation period
least at the reporting

cycles
2.OOo/o

25.OOo/o

12.5oo/o
12.50o/o
12.50o/o

33.33olo
12.50o/o
12.5oo/o
25.OOVo

31
separately are initially recognized at cost. The ost of intangible assets acquired in a
is their fair value at the date of the exdrange. Following initial recognition, inbngible

less any aaumulated amortization and acormulated impairment losses. Intemally
exduding capitalized development costs, are not capitalized and expenditure is
in the period in whidr the expenditure is incuned.

assets is assessed as finite and amortised over the useful economic life and
whenever there is an indication that the inbngible asset may be impaired.The

the amortisation method for an intangible asset with a finite useful life is reviewed at

e) Researdr and costs
researdr costs as incurred. Development costs on an individual project are recognized

as intangible assets the organization can demonsfate:

The technical of ompleting the asset so that the asset will be available for use or sale
Its intention to
How the asset

and its ability to use or sell the asset

The availability
fufure economic benefits or service potential
to complete the asset

reliably the expenditure during developmentThe ability to

7ll'agc
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Kenya Agricultural and Livestock Research Organizution
Annaal Report and Financial Statementfor the year ended 3Oh June 2017

Following initial recognition of an asset, the asset is carried at cost less any accumulated amortization and
aormulated impairment losses. Amortization of the asset begins when development is complete and the asset is

available for use. It is amortized over the period of expected future benefit. During the period of development,
the asset is tested for impairment annually with any impairment losses recognized immediately in surplus or
deficit.

Q Inventories - IPSAS 12
Inventory is measured at cost upon initial recognition. To the extent that inventory was received through non-
e><drange transactions (for no cost or for a nominal cost), the cost of the inventory is its fair value at the date of
acquisition.

After initial recognition, inventory is measured at the lower of cost and net realizable value. However, to the
e)ftent that a dass of inventory is distributed or deployed at no charge or for a nominal dtarge, that dass of
inventory is measured at the lower of cost and current replaement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the estimated costs of
completion and the estimated oosts necessary to make the sale, exdtange, or distibution.

Inventories are recognized as an expense when deployed for utilizaUon or onsumption in the ordinary course of
operations of the organization.

g) NaEre and purpose of reserves

The organization creates and maintains reserves in terms of specific requirements. organization to state the
reserves mainbined and appropriate policies adopted.

h) Employee benefits - IPSAS 25

Retircment benefit plans
The organization provides reUrement benefits for its employees. The retirement sdreme is conbibutory with
employee and employer contributing as below on the basis of the Basic Salary.

Emolovee Emolover
Former CRF 7.5o/o L1o/o

Former KAN 5o/o loo/o

Former
KESREF

5o/o l0o/o

Former TRF lOo/o 20o/o

i) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank.Bank acount balances indude amounts held
of at various ommercial banks at the end of the financial year.

j) C-omparative figures

Where neessary ompara[ve figures for the previous financial year have been amended or reconfigured to
conform to the required changes in presenbtion.

8ll'age
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and sources of estimation uncertainty - IPSAS 1

organization's financial statements in conformity with IPSAS requires management to
mates and assumptions that affect the reported amounts of revenues, expenses, assets and

of contingent liabilities, at the end of the repofting period. However, uncertainty
and estimates could result in outcomes that require a material adjustrnent to the

asset or liability affected in future periods.

oncerning the future and other key sources of estimaUon uncertainty at the reporting date,
risk of causing a material adjustnent to the carrying amounts of assets and liabilities within
, are described below. The organization based its assumptions and estimates on parameters

financial statements were prepared. However, eristing circumsbnes and
developments may drange due to market dranges or cirormstances arislng beyond the

Such changes are reflected in the assumptions when they occur. IPSAS 1.1210

- rPsAs 14

subsequent to the financial year end with a significant impact on the financial
ended lune 30,20L7.

IPSAS 20

a related party as a person or an entity with the ability to exert control individually or
influence over the Organisation, or vioe versa. Members of key management are

and comprise senior managers. No related party contracts or dealings were
year except for eamings as employees. Further, the key management do not hold any

nces to members of the Board of Management are as shown (see Note 14), while the
emoluments for the year were Kshs 19.672million.This is induded in the staff costs.

o) Tares - IAS 12

liable to income bx payable on interest and dividends received whidr are payable at
is exempt from paying corporation tax.

p) Leases - IPSAS

The determination of an arangement is, or contains a lease is based on the substance of the
an assessment of whether the fulfillment of the arrangement is dependent on the use

of a specific asset or and the arrangement coveys a right to use the asset.

Leases are dassified finance leases whenever the terms of the lease transfer substantially all risks and rewards
nization as the lessee. All other leases are dassified as operabng leases.Where the

the total payments made under operating leases are charged to the statement of
a straight line basis over the period of the lease.
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q) Changes in aounting policies and estimates - IPSAS 3

The Organisation recognizes the effects of dranges in acounUng policy rebospectively. The effects of dtanges in

acounting policy are applied prospectively if retrospective application is impractical.

r) Significant judgments and souroes of estimaUon uncertainty - IPSAS I
Estimates and judgments are continually evaluated and are based on historical experience and other factors,
induding expectations of fuh.rre errents that are believed to be reasonable under the circumstances. Although
these estimates are based on the directors'knowledge of cr.rrrent events and actions, actual resutts may differ
frrom these estimates.The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in whidr the estimate is revised if the revision affiects only that
period or in the period of the rerrision and ftrture periods if the revision affects both cunent and future
periods.The key areas of judgments and soures of unertainty in estimaUon are as set out below:

i) Usefu! lives of Propefi', Plant and Equipment

The Board make estimates in determining the depreciation rates for property and equipment. The rates used are
set out in the accounting policy (c) above for property and equipment.The Board reviews the estimated useful
lives of plant and equipment at the end of eadr reporting perid. During the financial year, no dtanges to the
useful lives were identified by the Board.

ii) C.ontingent Liabilities

As disdosed in these financjat statements, the Board is exposed to various contingent liabilities in the normal
@urse of business.The Board eyaluate the status of these exposures on a regular basis to assess the probability
of the Board incurring related liabilities. However, provisions are only made in the financjal statements where,
based on the Board's erraluation, a present obligaUon has been established.

iii) Provision for Doubtful Debts
The organizaUon revierrs its receirrables porffolio to assess the likelihmd of impairment. Provision for impairment
of receirrables is established when there is a objective erridence that the Board will not be able to collect all

amounts due. Where n@essary, an estimation of the amounts ineoverable is made in that year. Provision for
impairment shall be recognized upon approval by the Board of Management.

iv) Other provisions
Odter provisions are reognized when the Board has legal or constructive obligation as a result of past events, for
whidr it is probable that an outflow of economic benetrts will be required to settle the obligation, and a reliable

estimate can be made of the amount of the obligation.

s) Financial R.isk ilanagement Oblectives and Policies

The Board has initiated and facjlitated the process that will see the enhancement of risk management. The Board

has an integrated risk management strategy. The Board's approach to risk management is based on risk
govemance sUuctures, risk management polides, risk identification, measurement monitoring and reporting. The
risk management policies and systems are revierved regularly to ensure that they are in tandem with the micro
and macro environment, regulatory guidelines,indusfy practie, market conditions as well as the services offiercd.

The Board recognizes the critical role the risk management will onUnue to play in its endeavor to carry out its
business in a dynamic environment. The Board is committed to ensure that corporate goveman@ and risk
management are deeply entrenched in the Organisation and culture.

10ll'agc
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Liquidity risk is
fall due or will
from revenue
occur where
fund illiquid

objective of the
commitnent
line with

Financial
Bank and C-ash

Receivables

Financia!
Payables

Currency risk

i.i)

Organisation's
market and

sudr risks.The

Kenya and Livestock Research Organizution
Annual and Financial Stuemenlfor the year ended 3Oh June 2017

i) Liquidity

risk that the Board will not have sufficient financial resources to meet its obligations when they
to do so at exessive osts. This risk can arise from misrnatdres in the timing of cash flovvs

capibfl operational outflows, assets and liabilities according to their maturity profiles and can

streams have been discontinued, etc. Funding risk arises when the neessary liquidity to
@nnot be met at expected terms and when required.

The
and funding management is to ensure that all foreseeable operational and capibl
can be met under both normal and stressed conditions and the mismatcft is conbolled in

risk levels.

The table shows undiscounted cash flows on the OrganisaUon financial assets and liabilities on fie earliest
possible maturity The liquidity ratio in F( 20t6lL7 is 4.36 (FY 2015/16: a.86)

I{ote

20
2r&22

20!6-20,,7
Kshs'000
854,795
500,167

2015-2016
Kshs'000
930,42
50/.,474

effective manner

Total Financial 1,3il,962 L,434,916

31 3to,@4 295,t97
Total Financial
Net Liquidity
Liquidity Ratio

3LO,W 295,197
L,W,3l8 1,139,749

4.36 4.86

ii) Currency

from purdrasing and sales of goods and services from/to overgeas or indirecdy via
local supplies. The
Shillings and there

risk is minimal as cash and cash equivalents held with banks are dominated in Kenya

minimal dealings in foreign qrrrency

risk
Operational risk is risk of direct or indirect loss arising from a wide variety of causes associated with the

technologry and infrastructure and from extemal factors other than credit,

corporate behavior.
sudr as legal and regulatory requirements and generally acceptable standards of
Organisation seeks to ensure that key operational risks are managed in a timely and
a framework of policies, proedures and tools to identiff, assess, monitor and report

objective is to manage operational risk so as to balane the avoidane of financial
losses and damage the Organisation's reputation with overall ost effectiveness and to avoid control
procedures that initiative and creativity

iv) Com nd Regulatory Risk

Compliance and risk includes the risk of non-ompliance with regulatory requirements. The
with all extemally imposed requirements throughout the year.Organisation has

11 ll'lgc
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Goods

Shee
Cows
Poultry
Maize
Sorghum & Millets
Rice
Root and Tuber
Vegetables
Herbs
Beans
Fruib
Bananas
Wheat
Cassava
Seeds
Seedlings
Trees and Plants
Manure
Sand & Ballast
Firewood
Flowers
furethrum
Cotton
Fodder
Beef
Milk
Eggs
Tomatoes
Hay
Water
Other Farm prcduce
Increase/Decrease in Stock
Sale of Scrap
Coffee,Milling C:ne and Tea Sales
Tota!
4. Services

L7,466 9,873
899 36

20,359 2t,228
70 t94

250 45
2,182 4,617

106 111
27,386 29,156
(32,243) 23,533

- 4,543
t79,870 |LL6L

20!6-20L7
Kshs'000

2,t42
25,446
13,035
7,156

246
,l0g

t,749
L,zto

2
654
774
742

7,788

2015-2016
Kshs'000

2,530
L7,602
19,988
4,852

296
276

3,236
78
I

380
579
u9

8,840
1

77,59L
42,13t

508
t87
ro2
273
244

27

t67,754
36,375

983
373
@

334
184

4A3.771 384,7La

SoilAnalysis
Other Lab Services
Sale of Joumals Periodicals
Hire-Ground/Conference Facilities
Royalties
Rent
Other services
Total
5. Interest Received

Interest Received
Total

20L6-2o!7
Kshs'000

11,493
25,742

270
11,391
6,817

56,609
4,982

2015-2016
Kshs'000

10,801
L0,357

66
10,675

1,784
52,07L

3,989
Lt7,30,3 4),743

2016-2047
Kshs'000

8,855

2015-2016
Kshs'000

8,045

12ll'lge
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Kenya

6 Other

C:feteria
Guest House
Bus Income
tftilities Income
Sale of Tender
Grazing Fee
C-ommission

Sale of mature
Library coffee
Gain/(Loss) on
@in/(Loss) on
Total

7 GoK
This represents

Grants-Personal
Tota!

8 GoK
This represents

Development
Sub-Total

9 World Bank

Development Fund
Dwelopment Fund
Total

and Livestock Research Organizalion
Annual and Financial Stalementfor the year ended 3Oh tune 2017

exdrange
of Fixed Assets

Ernoluments
funds received from the Govemment for payment of staff costs

2016-2017
IGhs'(XlO

29,493
7,9t2

902
3,016

47
416
118

11
(4,723)

2015-2016
Kshc'OOO

26,32L
9,0L4

639
4,3M

681
L,7L7

43
2

t4
1,195
2,570

36,092 46,501

2016-20.17
lGhs'(XlO
3,L28,26L

2015-2016
Kshs'(X)O
2,2LL83L

3,128,261 2,24183t

Funds
funds received from the Govemment for development of research activiUes.

20a6-2017
Kshs'(XlO

20,5-2017
lGhs'(XlO

2015-2016
Kshs'OOO

55,600
55,600

2015-2016
Kshs'O0O

21,651
7.224

28,875

13ll'age
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10 Development Funds - Other Donors
These represent grants received from various donors for research activities.

Development Grant - EU

Development Grant - USAID
Development Gnnt - CIP
Development Grant - CIAT
Development Grant - ICRAF
Development Grant - FAO
Development Grant - ILRI
Dwelopment Grant - ICRISAT
Development Grant - CIMMYT
Dwelopment Grant - AGRA
Development Grant - Small Grants
Total

11 C.ommodity levy
C-ommodity lerry

Total

12 StaffCosts

Basic Salary
House Allowance
Other Personal Allowance
Commuter Allowance
Transfer Allowance
Passage & Leave Expenses
Gratuity & Pension Contribution
Medical Expenses
C-ont-actual Employee
C:sualLabour
Total

13 AdministrativeCosts

Fuels, Oils and Lubricants
Vehicle Insurance
Road Tax & Licenses
Hire of Transport
Freight, Clearing & Shipping
Purdrase of Supplies Production
Purdrase of Drugs
Purdrase of Sierra & Vaccines
Farm Development
Purchase of Fungi Insecticide & Sprays
Purdrase of Farm Input
Purdrase of Laboratory Stores
Research Materials
Purchase of Animals

20t.6-2017
Kshs'OOO

88,487
209,189

72,235
694

1,249
7L5
t49

L,O72
u,272

2015-2016
Kslrs'OOO

329,517
4,7L5

45,834
3,288
1,095
5,46r
2,675
1,690

93,110
L4,32L

589,801443,379
90,..442 t,Un.497

20!6-20t7
lGhs'(XlO

73,976

2015-2016
KsJrs'OOO

1,026,395
73,976 1-(126_395

2016-2017
Kshs'(XtO
L,594,032

442,y17
LLO,262
2L2,222

2,832
20,9t4

L78,125
230,876
42,43t

310,480

2015-2016
Kshs'OOO
t,477,070

466,519
97,362

2l7,Mt
4,632

22,114
311,388
213,876

23,LL6
295,539

3,t45,t22 3,t23,656

2016-2ol,7
KsJrs'(XlO

57,3L6
t4,929
4,078
2,267

54
99,122

3,313
3,47t

53,310
2,252

56,841
.18,539

L9,542
t4,882

2015-2016
Kshs'OOO

63,138
30,401

370
2,711

370
t49,200

3,993
7,383

30,978
49,096
62,455
45,376
20,782

7,331

14ll'lue
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Purdrase of
Purdrase of
Miscellaneous.

Purdrase of
Farm Grants

ffice Running

Computer
Printing and

Cafeteria

fficial

Insurance -
Uniforms and
Misellaneous

Legal Dues,
Tota!

Kenya and Livestock Research Organizalion
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& Non Pharmaceutical
Stores
Expenses

Hire Machinery & pmenfs
Tools, Spares & Equipment

Purdrase of seed

ffice Stationery

Advertising and
Library Expenses
Show Expenses

Food and Ration

Conference and
Rent and Rates
Commission and
Secr:rity Expenses

Subscriptions to
Insurane - GPA &
Daily Subsistence
ExtemalTravels and Diem

MileageTravelCosts (Air &
Training
Water Expenses
ElecUicity Supplies
Gas E>eenses
Telephone Expenses
Postage and Courier
Intemet Connections
Membership Fees &

Compensation

ng

3,934
732

1,181
1,010

11,770
68,446
5,166

19,845
L4,6L5
5,761

28,262
L,2L4

12,588
25,583
13,804
2,42L

t0,322
2,826

78,429
10,613
9,031
9,495

4t6
16,455

497,398
20,U3
15,529
20,L49
3,259

79,949
787

LO,667
6,696

L2,479
7,069

10,t43

5
5,887
1,157
1,143
3,L37

42,779

10,308
2L,293
t8,876
10,259
31,930

L,337
13,155
22,42L
14,110
4,72O

18,891
7,9L4

t2,fi7
78,531
20,945
4,522

22,1t6
626

6,529
566,957
27,333
22,8L3
il,ffi

8,016
81,L4

95
8,52)
2,962

L9,763
9,343

25,82L
1,4L8,82 1,6,86,003

15ll'agc
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L4 Board Expenses
Board 2016-2017

lGhs'(XlO
4,694

2015-2016
Kshs'OOO

2.409Board and Committees
Total

15 Audit Fees
These are fees inorned by the Institute during extemal audits.

Audit Fees
Tota!

16 Deprecia6on & Amofization Expense

Buildings
Plant and Machinery
Motor Vehides
Motor Cydes & Bicycles
Lab & Scientific Equipment
Office & Computer Equip.
Office Furniture& Fittings
Infrastructure(G/hses,fenes,streeU i ghti ng)
AmortizaUon -Tea Bushes
AmortizaUon-Software
Total

Ll Repairc and maintenanoe
These refers to repairs and maintenance on the various assets of the organisation

Repairs & Maintenance of Vehicles
Repairs & Maintenance of Motor Cycles
Repair & Maintenance of Buildings & Stations
Repair & Maintenance of Water Supplies and Pumps
Repair & Maintenance of ffice Equipment
Repairs & Maintenance Laboratory Equipment
Repairs & Maintenane Fumiture
Maintenance of Plant and Machinery
Maintenance of Roads, Ferries
Minor Alteration & Maintenance of Works
Total
18 ContractedProfessionalSeryices

Contracted Professiona I Services
Tota!

4,694 2,tu09

2016-20L7 2015-2016
Kshs'(XlO Kshs'OOO

6,490 7,953
6,490 7,953

2016-2o!'7
lGhs'(XlO

t26,934
31,432
49,931

597
94,670
57,54L
27,20O

7,527

2015-2016
Kshs'OOO

124,327
30,065

128,501
L,926

95,984
124,747
25,735
7,482
@2

69,334 59,2101

4il.t67 s9a-411

2016-2ot,7
lGlrs'(XlO

44,602
2L7

34,862
4,736
4,L06

447
2t2

10,620

2015-2016
Kshs'OOO

52,801
TI

32,45L
3,457
2,800
1,271

103
20,063

203
255382

100,184 113,481

201.6-20,,7 2015-2016
Kslrs'(XlO Kshs'OOO

18,550 99,151
18,550 99,151

16ll'rge



)
J

\r

2L

Former staff
Provision for
Total

Deposits
Total
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19 Finance

Bank Charges
Total

20 Cash and equivalent

Bank Balances
Tota!

Exclrange Transactions
Trade Debtors
Kenya Seed
Prepayments
Rent dues
Bungoma Union
Mugama Co-op
Other Receivables

Debts

22 Receivables
Commodity Levy
Sbff Imprest
Staff advances

N on -excha n ge Tra nsactions

Coffee Board of
KrcU
Provision for
Total

23 Prepayments

Medicalcover
Total

24 Inventories

Consumables
Livestock
Crop
Provision for obsolete
Total

25 Deposits

20t:6-20L7
Kshs'(XlO

6,449

2015-2016
Kshs'OOO

8,74t
6,449 9,741

2(,16-2ot,7
Kshs'(XtO

85/.,795

2015-2016
Kshs'OOO

930,442
854,795 9?O-412

201.6-2017
lGhs'(XlO

81,L27
33,287

L,592
2,174

746
1,863

16,787
663

(s,24t)

201s-2016
Kshs'OOO

70,t89
33,287

L,592
L,523

746
1,863

31,636
663

(s,31s)
132,998 136,184

2016-2017
Kshs'(XlO

314,569
35,258

1,752
23,445

t24,496
(132,3s1)

2015-2016
Kshs'0OO

314,223
34,957

3,519
23,445

t24,496
(132,351)

367,L69 368,289

20t,6-2017
Kslrs'(XlO

72,5L8

2015-2016
Kslrs'OOO

5L,937
72,5A8 5t,,937

2016-2017
Kshs'(XlO

133,398
t55,246

(341)

2015-2016
Kshs'OOO

303,933
t42,562

6,342
(341)

288,304 452,496

20L6-20t7
l(shs'(XlO

2,33L

201s-2016
Kslrs'OOO

2,33L

17|l'agc
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Cost or

Tota!
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Annual and Financial Staementfor the year ended 3Ah fune 2017

Cost at the start the Year
AddiUon for the

at end of Period
Accumulated a blt

at the end of period
Amortization for period
Accumulated
Ilet Book Value end of Period

28 Biological

As at 1st July
Sold during the yea
Gain in Value year
Asat30th June

29 Invesffnents

Quoted
t,6728 Ar
Fairualue is

Limited shares-
15/2016:Kshs 1,396,120 )

@rer
KPCU

KtrCU
Stock

Bank overdraft
Total

205,339 136,005
26nLO 94.-3,5'

2016-20a7
Kshs'OOO

230,362
988

23L,349
136,005
69,334

2fJ16-20a7
Kshs'(X)O

388,203
(ff1)

83,958

2015-2016
Kshs'OOO

182,746
47,6L6

23O,362
76,6M
59,402

2015-2016
Kshs'(XlO

424,541
(t,272)

(3s,067)
47,,,5.t9 388,203

47L,5L9 388,203

2016-20L7
Kshs'(XlO

L7

40
2,092

2015-2016
Kshs'O(X)

t7

2,092

q

Fairvalue is
Total

Ordinary shares
(2015/2016:Kshs 0)

2,t49 2,t|9

The fair value of shares is determined by reference to published price quotation in the active market
(NSE) .on 3Oh J 2017,the shares traded at Kshs 802 per share.

The KPCU loan stock and redeemable ordinary shares are unquoted investrnents classified as
measured at ost.The fair value of KPCU is estimated at zero as the KPCU isavailable for sale

under the management by Kenya Commercial Bank.

30 Bank Overdraft
20t.6-2o17 2015-2016
Kshs'(XlO Kshs'OOO

13 14

13 7.4

19ll'agc
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Kenya Agricultural and Liveslock Research Organizafion
Annual Report and Financial Stalementfor lhe year ended 3Ah June 2017

31 Trade and Other Payables

Trade Creditors
Statutory Huctions
Other Creditors
Rent Deposits
CapitalWIP Retention
Provision for Liabilities(Arbitration - Dinesh Consbuction )
Total
32 Deferred income

Balance Brought Forward as a 1st July
AddiUonal Receipts
Total
Expenditure Incurred
Balance C.arried Forward as at 3Oth June

33 General reserve

Balance Brought Forward as at 1 July
Surplus/(Deficit) for the Year
Prior year adjustments
Balance C.arried Forward as at 3O June

34 Capita! fund

Capital Funds Brought Forward as at 1st luly
C-apital Funds during the year
Balane C.arried Forward as at 3Oth June

35 Revaluation reserve

Balance Brought Forward as a lst July
Balance C.arried Forward as at 30t{r June

20t.6-2017
Kshs'(XtO

81,293
102,944

2,840
650

2015-2016
Kshs'OOO

109,962
1 19,260

9,586
532

15,856
,10,000122,9t7

3LO,W 295,197

Grants reeived from donors for specific p@ects are dassified as non-current liabilities. They are canied at
amoftized cost of whidt amortization is recorded as other grants in proportion to expenditure incurred on the
project over the life of the project.

20t.6-2017
Kshs'OOO

73,315
L62,23L

235,1i46,
(tt2,554)

201s-2016
Kshs'OOO

L02,275
74,224

L76,499
(103,184)

t22,992 73,315

2016-20a7
Kshs'OOO
L,472,5t9
(4L4,756)

201s-2016
Kshs'O0O
2,169,518
(696,999)

L,O57,763 L,472,5L9

2015-2016
Kshs'OOO
5,355,365

41,833
5,397,L97 5,397,t97

20,.6-2017
Kshs'OOO
5,397,197

2016-2oj7
Kshs'OOO
L9,865,377

2015-2016
Kshs'OOO

19,865,377
L9,865,377 L9,865,377

20ll'rrgc
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Prior year a

fees on 13e

Kenya and Livatock Research Organizaion
Annual Financiol Sldemenl the ended3th htne 2017

36 Netcash from operaUng activities

turplus/(Deficit)

Add : Depreciation
Net Cash Flow

37 Provisions

(i)During the
ofthe Kenya
vahmtion fun:re of
be dlsclosed under

(i)As at the end of
Dinesh Cons0rrtion
block. The arbitation
Kshs. 122 .92million in

38 Prior Period

2016-20a7
Kshs'000

(4L4,756',)

2015-2016
Kshs'0O0

(696,999)

4&.157 598.811
49-4aO (98.188)

liabilities

r under review, liability relating to actual deficit as per the report on actuarial rraluation
and Livestock Researdr Organization Staff retirement berefits Sdrerne irdicated a

427 millkrn- It is wortr noting that this fuure keep on dranginS arery year and could not
payables as it would materialty affect the workirg capital of the trnstihrte.

year, l(AlRo-sugar Researdr Institute was invofued in an artrib-ation process with
Umited relating to disputed yalues of ertifietes of ompletirn of the new office
had been completed but award was not yet out. The award has now been given for
of Dinesh Consiluction Company Ltd and Kshs 14.6million being the arbitral tribunal

16. The management has made an appeal in courl

to NSSF penalty for the period lanuary 1998 to January 2008 whidr amounted to Ksh.
below.The matter b still being neqotiated to have the penalty waived.The management

liability as a prior year

Related to liability
206.49million is as
has reognised the

Balance Brought
Payments

Balane Brought

as a 1st July

a 30th June

2015-2015
Kshs'0OO
727,O94

(14,,100)

ttz,694
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