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KENYA DAIRY BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2020

KEY BOARD'S INFORMATION AND MANAGEMENT

(a) Background information
The Board was established in 1958 through an Act of Parliament, The Dairy Industry Act, Cap 336. The Board is domiciled in Kenya.

(b) Principal Activities
The mandate of the Board is to Regulate, Promote and Develop the Dairy Industry in Kenya.

(c) Key Management
The Board's day to day Management is under the following;
- Board of Directors
- Managing Director
- Director, Regulatory Services
- Director, Corporate Services
- Finance Manager
- Manager - Internal Audit
- Senior Supply Chain Management Officer

(d) Fiduciary Management
The key management personnel who held office during the financial year ended 30 June 2020 and who had direct fiduciary responsibility were;

No. Designation Name

1. Managing Director Margaret Rugut Kibogy
2. Director, Regulatory Services Dr. Philip Cherono

3. Director, Corporate Services Peter Mutua

4. Finance Manager Edward Nyoike

5. Manager - Internal Audit Erastus Mutiso

6. Senior Supply Chain Management Officer Dorothy Owino

(e) Fiduciary Oversight Arrangement

Audit Committee of the Board
Philip Kibusie

Jonah Wala

Lorna Odero

Roy Mugo Kaugi

Finance and Planning Committee of the Board
Jared Makworo Nyanumba

Jonah Wala

Lorna Odero

Jackson Omaido

Technical, Licensing and Marketing Committee of the Board
Dishon Mwanzighe Mngoda

Monica Kariithi

Kennedy Gatheru

Human Resource and Administration Committee of the Board
Sarah Boit

Kenneth Pkemoi Lomaibong

Rosemary Mbauni
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KEY BOARD'S INFORMATION AND MANAGEMENT (Continued)

(f) Kenya Dairy Board Headquarters
NSSF Building, Block A

Eastern Wing,10th Floor

P.O. Box 30406

GPO 00100

Nairobi, Kenya

(g) Contacts

Telephone: (020) 310559, 341302, 0733 521438, 0722 573432
E-mail: info@kdb.co ke

Website:  www.kdb.co. ke

(h) Bankers

KCB Bank Kenya Limited
Milimani Branch, NSSF Building
P.O. Box 69695

Tom Mboya 00400

Nairobi, Kenya.

Co-operative Bank of Kenya Limited

Upper Hill Branch, KUSCO Centre, Kilimanjaro Road
P.O. Box 48231

City Square 00200

Nairobi, Kenya

National Bank of Kenya Limited
Harambee Avenue Branch
P.O. Box 72866

City Square 00200

Nairobi, Kenya

(i) Independent Auditors

The Auditor General

Office of the Auditor - General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobi, Kenya

(j) Principal Legal Adviser
The Attorney General

State Law Office
Harambee Avenue

P. O. Box 40112

City Square 00200

Nairobi, Kenya
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THE BOARD OF DIRECTORS

i

Anthony lan Njoroge Mutugi

o

Margaret Rugut Kibogy, OGW
CEO/Secretary to the Board

Mrs. Sarah Boit

Jared Nyanumba

T

Philip Kibusie

n

Kenneth Kimoi Lomaibong

Y
Monicah Kariithi

Jackson Omaido

Mr. Anthony Mutugi is a Non- Executive Chairman of the Board. A holder of Bachelor of Science Degree in
Agriculture from University of Nairobi. He has extensive experience in Agronomics, Tea and Coffee Production
Management and Resource Management. He currently the General Manager and Director, Riverdale Blooms
Limited. Previously, Mr. Mutugi has served as the Mill Operations Manager at Socfinaf Coffee Mills - Oaklands
Estate Ruiru, Managing Director, Tropical Farm Management Tanzania Limited in Moshi, among other Senior
Management positions.

Margaret Rugut Kibogy was appointed in May 2016 as the Managing Director, Kenya Dairy Board. Ms. Kibogy
brings on board experience in Business Growth, Management and Marketing having served in the Banking
Industry in various capacities. She holds Master of Business Administration (MBA), Marketing from University
of Nairobi.

Mrs. Sarah Boit is a Non — Executive Director of the Board. She has over 25 years’ experience as career
educator where she rose to the position of TAC Tutor in charge of Eldoret Municipality. She is also an astute
business woman having taken over the proprietorship and management of the Large Scale Kapsuswa Farm as
well as Kaptindo Tea Estates turning them into well managed profitable ventures. She has extensive hands on
experience in dairy management, production technology and resource management.

Mr. Jared Nyanumba is a Non- Executive Director of the Board. A holder of MSc Procurement and Logistics
—-Jomo Kenyatta University of Agriculture & Technology and Bachelor of Arts in Education of the University of
Nairobi. He is passionate about Business Strategy Development and implementation having worked in various
capacities in Fast Moving Consumer Goods, Insurance and Banking Industries.

Mr. Philip Kibusie is a Non- Executive Director of the Board. He is the Current Chairman of Sirikwa Dairies and
has extensive experience in Conservation, Production Management and Resource Management with
emphasis on Applied Innovation. He holds Diploma in Technical Education (Mechanical Engineering) from
Kenya Technical Teachers College. He has wealth of experience in management, dairy farming and products
having worked with various stakeholders in the dairy industry.

Mr. Kenneth P. Lomaibong is a Non -Executive Director of the Board. He is currently serving as the chairman
of Lelan Highland Dairy Limited. He is also a member of West Pokot county Budget and economy, Northern
Corridor Peace and Conflict Resolution Forum and serves as Board member for a number of Schools.

Mrs. Monicah Kariithi is a Non-Executive Director of the Board. She graduated from Loreto Convent Limuru in
1966 and Kianda Secretarial College in 1968. She is a seasoned community leader in mobilization of
resources and empowerment of community. She is the founder of Kirima Slopes Dairy where she is currently
serving as the Coordinator. She has also held various positions in the Church where she is currently serving
as the Vice Chair - ACK Kithiru Parish. She has a lot of experience in business particularly in dairy farming
among others.

Mr. Jackson Omaido is a Non - Executive Director of the Board. He is a holder of Bachelor of Arts Degree in
Graphic Design - University of Nairobi. He has extensive experience in training, farming as well as
management. He is the current Executor and Trustee (Director) of Amagoro Farm which specialises in Cash
Crops and Dairy farming. He has also served as the Founding Director, Environmental Concern in Kenya
among other senior positions.
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THE BOARD OF DIRECTORS
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Lorna Akoth Odero, MBS

Kennedy Gatheru

N

Dishon Mwanzighe Mngoda

Rosemary W. Mbauni

2

Roy Mugo Kaugi

CPA Jonah is an accomplished finance consulting leader with more than 18 years’ experience leading cross-
functional teams in delivering value for money in both private and public-sector enterprises. He is a member of
ICPAK and IFAK. Jona is currently the Acting Director, Accounting Services at the National Treasury and
Planning. Jona holds a Masters in Banking and Finance Development from Giordano Del Amore University in
Italy, and a Bachelors of Arts degree in Mathematics and Economics from Egerton University.

Ms. Lorna Akoth Odero is the alternate Director to the Principal Secretary, Ministry of Agriculture, Livestock
and Fisheries. She holds a Masters of Business Administration in Public Service (International) from University
of Birmingham and Bachelor of Arts degree from the University of Nairobi. In addition, she has attended
various courses both locally and internationally as part of her professional development. She has served the
Government of Kenya in various Capacities raising through the ranks from Assistant Secretary in the Ministry
of Co-operatives to her current position where she is the Director of Administration in the Ministry of
Agriculture, Livestock, Fisheries and Irrigation, State Department of Livestock.

Mr. Kennedy Gatheru joined the Board as a Non- Executive Director on 14 December 2018. He has over 17
years’ experience in management, finance and accounting fields. He has rendered assurance and advisory
services to several companies across different industries in the region and in United Kingdom. He has worked
for PricewaterhouseCoopers in Kenya and in the UK. He is currently serving in a senior management position
in a leading FMCG company in the region. He holds a Bachelor of Commerce degree from the University of
Nairobi and is a member of the Institute of Certified Public Accountants of Kenya.

Mr. Dishon M. Mngoda joined the Board as a Non- Executive Director on 14 December 2018. He holds
Masters of Education from Egerton University, Bachelor of Education from University of Nairobi and currently
a candidate for the Doctors of Philosophy in Education Psychology, Moi University. He brings on board wide
knowledge and experience in resource management, administration and research. He has previously served
as the Dean of Students in Kabarak University (Nakuru Town Campus), Dean of Students Taita Taveta
University, Student Counsellor and Assistant Lecturer at Narok University College and part time Lecturer in a
number of Public and Private Universities.

Mrs. Rosemary Wangechi Mbauni joined the Board as a Non- Executive Director on 14 December 2018. She
is a seasoned dairy farmer and strong member of Nyala Dairy Multipurpose Co-operative Society Limited. She
is excellent in community mobilization as well as organisation and management of public initiatives. She has
held various positions in the Church where she is currently serving as the Chairlady to The African
Independent Pentecostal Church of Africa (A.I.P.C.A.), Ndaragwa Parish.

Mr. Roy M. Kaugi joined the Board as a Non- Executive Director on 14 December 2018. He is a trained
Accountant and brings on board wide experience in Accountancy and Management. He has previously served
as a Supervisor in Finance & Accounting Department, Co-operative Bank of Kenya Limited, Chief Executive
Officer, Murata Savings & Credit Co-operative Society Limited, Managing Director - Fosa Management
Consultants Limited and an Auditor with Kimani Onyancha & Company, Certified Public Accountants of Kenya,
among other consultancies in management and trainings.
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MANAGEMENT TEAM

Margaret Rugut Kibogy, OGW
CEO/Managing Director

HY

Dr. Philip Cherono, HSC
Director, Regulatory Services

Peter Mutua
Director, Corporate Services

w

CPA. Edward Nyoike
Finance Manager

Erastus Mutiso
Manager - Internal Audit

Dorothy Owino
Senior Supply Chain Management Officer

Margaret Rugut Kibogy was appointed in May 2016 as the Managing Director, Kenya Dairy Board. Mrs. Kibogy
brings on board experience in Business Growth, Management and Marketing having served the banking
industry in various capacities. She holds Master of Business Administration (MBA), Marketing from University
of Nairobi.

Dr. Phillip Cherono hold a degree in Veterinary Medicine from the University of Nairobi and a post graduate
Diploma on International Food Audit Systems. He has a long work experience in Public sector. He is a
Certified Trainer on Corporate Governance and a member of the Institute of Directors, Kenya.

Peter Mutua holds Bachelor of Arts graduate from the University of Nairobi, Mr. Mutua has undergone
extensive professional training in the fields of human resource, administration, quality management systems
and corporate governance. He has over 20 years’ experience in the area of human resources and
administration gained both in the public and private sectors.

Edward Nyoike holds Bachelor of Agribusiness Management (Egerton University), Master of Business
Administration (MBA) - Operations Management from University of Nairobi, Certified Public Accountant, CPA
(K) and Certified Internal Auditor (CIA). He is a member of the Institute of Certified Public Accountants of
Kenya (ICPAK) and Institute of Internal Auditors, Kenya Chapter. He has over 14 years’ experience in audit,
finance, tax and accounting fields.

Erastus Mutiso holds Bachelor of Commerce in Finance from University of South Africa (UNISA), Certified
Fraud Examiner, Forensic and Investigative Auditor and Certified Internal Auditor (CIA). He is currently
pursuing Certified Forensic Investigation Professional (CFIP) Accreditation. He is a member of the Association
of Certified Fraud Examiners(ACFE) and Institute of Internal Auditors, (IIA) Kenya Chapter.

Dorothy Owino holds a Bachelor of Education Degree and a Post Graduate Diploma in Procurement and
Supply from Kenyatta University. She is a member of Kenya Institute of Supplies Management (KISM) and
The Chartered Institute Procurement & Supply (CIPS).
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CHAIRMAN'S STATEMENT

Kenya Dairy Board is proud to be a key player in the dairy industry in Kenya, which has a rich history dating back to pre-colonial times.
Commercialization of the dairy industry at the beginning of the 20th century opened a new chapter for Kenya to establish a modern and
vibrant dairy industry. Through this journey, several defining moments have shaped the development of this industry, including the
enactment of the Dairy Industry Act Cap 336 in 1958, which established the Kenya Dairy Board to regulate, develop and promote the
dairy industry in Kenya.

The dairy industry in Kenya has impressive statistics. Annual production of milk has grown from 741 million litres in 1963 to the current
5.2 billion litres. During this period, production of milk shifted from large-scale to smallholder dairy production system, with over 1.8 million
smallholder dairy producers currently producing milk for household consumption and sale. The formal milk market made of twenty-nine
milk processing companies and several medium and small-scale Dairy Business Operators, handled 691 million litres of raw in 2019/20, a
growth of 6% from the 654 million litres handled in the previous period. Overall, the output of the dairy industry in Kenya is valued at Kshs
162 billion per year and contributes approximately 4%, 12% and 44% of the national, agricultural and livestock GDPs respectively. At the
EAC region, Kenya is a major producer of milk, with a share of 41% of the 11.9 billion litres produced in 2018.

The Government has continued to invest in an enabling environment for prosperity of the dairy industry in Kenya. These include policy,
regulatory and institutional frameworks that are aligned with Kenya's current developmental agendas including Vision 2030, Big Four
Agenda, Agriculture Sector Transformation Strategy (ASTGS, 2019-2029) and the Integrated National Export Development and
Promotion Strategy (2018-2022), among others.

Core to the Board's services to the dairy industry, is to regulate quality and safety of milk and milk products across the dairy value chain.
In the 2019/20 financial period, the Board completed the construction of the national dairy regulatory laboratory, which seeks to provide
state of the art testing services for milk and milk products. The laboratory will support the regulatory functions of the Board and provide
affordable testing services to stakeholders in the dairy value chain. To improve the regulatory environment and enhance compliance, the
drafting of a new set of dairy regulations continued. Led by the Ministry of Agriculture, Livestock, Fisheries and Cooperatives, a multi-
stakeholder taskforce was appointed by the Principal Secretary, State Department of Livestock, to spearhead this process. By the close
of the financial year, important milestones had been achieved including revision and public review of the draft in over twenty counties, and
the commissioning of a regulatory impact assessment study to analyse the benefits and costs of implementing the proposed regulations.
This process will culminate in a national validation and submission of the final draft to the Ministry in 2020/21.

The Board is confident that the dairy industry in Kenya will continue to thrive because of increasing demand for quality and safe milk and
milk products in the domestic and export markets. Kenya has a high per capita consumption of milk estimated at 110 litres per person per
year. This is projected to grow to 130 litres per person per year by 2030. Growth in population, urbanization and improvement in incomes
will additionally expand the domestic market for milk and milk products. To meet these demand, the industry seeks to process over 1
billion litres of milk per year by 2022. Achieving this target will contribute to the Big Four Agenda especially the pillars on food security,
manufacturing, and universal healthcare. Africa, with a population of 1.3 billion people, is a major importer of milk and milk products. The
value of dairy products imported by Africa in 2018 was USD 3.8 billion, approximately Kshs 407 billion (FAO, 2020). The Africa
Continental Free Trade Area (ACTFA), EAC, COMESA and other trading blocs provide opportunity for the Kenyan dairy industry to benefit
from the large and lucrative market for milk in Africa.

However to fully realize the untapped potential, concerted efforts by stakeholders are required to address the key challenges affecting the
dairy industry, which include low productivity per cow, high cost of milk production, low utilization of milk cooling and processing
capgcities, and a large informal milk market, among others. As an institution, the Board is committed to expand and harness the available

Chairman of the Board

Nairobi, Kenya
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REPORT OF THE MANAGING DIRECTOR

Kenya Dairy Board is a statutory organization established in 1958 by the Dairy Industry Act Cap 336 of the laws of Kenya to improve and
control the Kenyan dairy industry and its products. These entails regulatory, developmental and promotional mandates. The
establishment of the Board was one of the pre-independence measures implemented to intensify organized and sustainable development
of the dairy industry in Kenya. Since independence, the Government has keenly supported the dairy industry, which has transformed to a
major source of income, employment and livelihoods.

The Board has a strong service delivery network, including the Head Office located in Nairobi, twenty-seven field offices located in the key
milk production and consumption areas, and the national dairy regulatory laboratory located in Kabete, Nairobi. This network is set to
expand in future to bring our services closer to stakeholders including the Dairy Business Operators involved in production and marketing
of camel and goat milk. This is in line with proposed revisions to the Dairy Industry Act Cap 336, which among other proposals seeks to
extend the regulatory scope of the Board to include milk from other species.

The performance of the Kenyan dairy industry in 2019/20 was underscored by high production and supply of milk by dairy farmers,
especially from July to December 2019. This however, depressed the producer prices of raw milk, which decreased from an average of
Kshs 31.40 per litre in June 2019 to Kshs 22.70 per litre in December 2019. This prompted targeted interventions by Government in
January and February 2020 that resulted to improved producer prices, averaging Kshs 33.28 per litre by May 2020. The breakout of the
coronavirus pandemic in the country in March 2020, however affected the industry by depressing production and supply of raw milk,
mainly due to limited access to concentrates and other conserved fodder and high incidences of foot and mouth in some areas.

The Board’s annual budget and work-plan are aligned with the Government's development agendas such as Vision 2030, Big Four
Agenda, performance contracting guidelines and our strategic plan (2017-2022), among others. Some of our key strategic objectives are
to strengthen dairy policy and regulatory framework, compliance and enforcement; enhance consumer awareness on milk quality and
safety; improve capacity of Dairy Business Operators to safely produce and handle milk; expand market access for Kenyan milk and milk
products; and institutional capacity building for improved service delivery.

In the 2019/20 FY, the Board had an income of Kshs 446.45 million from two main sources that is, Recurrent grants of Kshs. 35.09 million
and internally generated revenue of Kshs 411.36 million. This represents a revenue growth of 12% from the previous financial year.
Kenya Dairy Board has a rich licensee base of 726 Dairy Business Operators consisting of processors (29), mini dairies (68), cooling
plants (82), cottage industry (46) milk bars (419), milk dispensers (42) and producers (40).

In the course of the financial year, the Board committed resources to deliver quality service to stakeholders in line with our institutional
mandate and service charter. On issues of compliance to milk quality and safety requirements, the Board implemented various activities
including drafting and public review of the draft dairy regulations; licensing of 726 premises; undertaking over 4,000 inspections of milk
handling premises; and conducting over 48,000 conformance tests on sampled milk and milk products. To enforce the requirements of
the Dairy industry Act Cap 336, thirty joint enforcement programmes were undertaken across the country. These activities are essential
components of food control, whose objectives are to protect consumers from unsafe, unsanitary, unwholesome, mislabelled, and
adulterated milk and milk products. To improve our milk testing capacity, construction of the national dairy regulatory laboratory was
completed, while analytical equipment and other utilities were procured and partly delivered.

Kenya has a large capacity for milk processing, estimated at 4.5 million litres per day. However, this capacity is under-utilized for several
reasons including seasonality of milk production, low per capita consumption of high value products, and competition by the informal
market, among others. To improve consumption of processed milk products, the Board conducted a campaign to educate consumers on
safe milk and sensitize dairy business operators on compliance. Implementation of school milk programmes provide a market opportunity
for processed milk, now and in the future. The Board promoted implementation of school milk by monitoring the performance of the
programmes implemented in Meru, Nyandarua, Migori, Embu, Muranga and Mombasa counties. The Board participated in the process of
harmonizing the standards for cultured milk and cheeses (Gouda, cream, cottage, mozzarella and cheddar), which will promote intra-
regional trade on finalization.

To address capacity gaps by dairy business operators, capacity building of 1,529 Dairy Business Operators was conducted in 32 counties
on diverse areas including value addition, milk safety testing and export procedures and requirements. In addition, the Board collaborated
with Eastern and Southern Africa Dairy Association to implement the first phase of the Kenya Dairy Industry Awards Scheme that
competitively identified and awarded model Dairy Business Operators in six categories namely milk production, fodder production,
breeding, milk bulking, product diversity and social inclusion.
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REPORT OF THE MANAGING DIRECTOR
To facilitate planning and decision making by Government and other stakeholders, the Board conducted routine monitoring of the dairy

industry by collecting, analysing and disseminating data on milk intakes by cooling plants and the formal milk market, producer prices and
dairy imports and exports, among others.

| wish to take this opportunity to thank the Government and the stakeholders for their continued support to the Board and the dairy
industry. We look forward to continued collaboration to build a world class dairy industry.

= =

Margaret Rugut Kibogy, OGW
Managing Director.

Nairobi, Kenya
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REVIEW OF KENYA DAIRY BOARD PERFOMANCE FOR THE YEAR 2019/2020
Kenya Dairy Board has five key result areas (KRA) and several objectives within its Strategic Plan for the financial year 2017/2018 to 2022/2023.

The key result areas are:

KRA I: Compliance and quality assurance of milk and milk products

KRA II: Customer focus
KRA lllI: Industry support

KRA IV: Research, innovation and learning
KRA V: Institutional capacity development

Kenya Dairy Board develops its annual work plans based on the above five key result areas. Performance is monitored and reported quarterly.
The Board achieved the set targets in the review period as indicated in the below:

Compliance and quality
assurance of milk and milk
products

Appoitmen A

Appmtmnt ‘ a tkorce to

Taskforce appointed

Strengthen dairy
policy and letters guide finalization of draft
regulatory regulations
framework, Reviewed Review and update the draft dairy||Regulations reviewed and
compliance and  ||regulations regulations updated
enforcement Sensitization Sensitize  National Assembly’s|[National Assembly’s committee
Report committee on delegated legislation|lon delegated legislation sensitized
on the draft regulations
No. of public Conduct public reviews on the|[Fourteen public review forums
review forums draft dairy regulations conducted across the country
conducted
Regulatory impact |Conduct Regulatory Impact||Regulatory Impact Assessment
assessment report | Assessment on the draft||conducted
regulations
Draft EAC |Harmonization of six EAC dairy||[EAC standards for cultured milk,
standards standards and Gouda, cream, cottage,
mozzarella and cheddar cheeses
drafted
No. of tests Conduct surveillance tests on the||A total of 48,986 tests conducted
conducted quality and safety of marketed
dairy produce
No. of Undertake quarterly programmes||Thirty enforcement programmes
enforcement to enforce the Dairy Industry Act|/conducted nationally
programmes Cap 336
conducted
No. of premises Undertake quarterly inspection of||A total of 4,124 inspections
inspected milk handling premises conducted across the country
Increase Report of Conduct campaign to educate||Radio campaigns implemented in
consumer consumer consumers and dairy business||radio stations, print media, TV,
awareness on||education operators on milk safety and|social media and promotional
milk quality and||campaign compliance respectively. materials

safety

Customer focus

Enhance visibility
and awareness
on the Board's
functions

Compliance report

100% implementation of the

Board’s service charter

Service charter fully implemented

Dairy Industry support

Enhance capacity
of Dairy Business
Operators on milk
quality and safety
and value
addition

Training reports

Build capacity of Dairy Business
Operators on milk quality and
safety

A total of 1,529 Dairy Business
Operators trained

Expand market
access for milk
and milk products
in the domestic
and export
markets.

Training reports

Build capacity of Dairy Business
Operators on export procedures
and requirements

A total of 70 Dairy Business
Operators trained

No. of export
permits issued

Prompt issuance of export permits
for dairy produce

A total of 205 permits issued
valued at Kshs 205 million
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REVIEW OF KENYA DAIRY BOARD PERFOMANCE FOR THE YEAR 2019/2020

Dairy Industry support

Expand market
access for milk
and milk products
in the domestic
and export
markets.

Volume of milk
handled

Promote increased throughput of
milk in the formal sector

The volume of milk increased to

775 million litres in 2019/20 from
678.39 million litres in 2018/19

Research, innovation and

Promote quality

Implementation

Partner with stakeholders to

Scheme implemented under five

automation of
core processes

learning research and report implement a Kenya Dairy Industry |[award categories
innovations Awards Scheme
Concept paper on [Develop concept paper and Concept developed and twenty
Cooperative Dairy [sensitize ten counties on model one counties sensitized
Farming (CODAF) [dairy farming
model
Study report Undertake relevant research, Collaborated with 3R Project to
studies and surveys conduct study on trends and
scenario analysis of milk
dispensing in Kenya.
Institutional capacity building |Achieve full Service contract  |Implementation of Enterprise Service provider procured

Resource Planning System

Ensure adequate
availability of
working tools
(physical
facilities, tools
and equipment)

Handover
certificate

Construction of national dairy
regulatory laboratory

Construction of laboratory
completed

No. of equipment
delivered

Equipping of the national dairy
regulatory laboratory

Equipment procured and some
delivered

Maintain optimal
staff with
requisite
competence

No. of staff trained

Conduct staff training, learning and
development.

A total 139 staff trained on
relevant areas

Newspaper
advertisements

Recruitment to fill vacant positions

Vacant positions advertised
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CORPORATE GOVERNANCE STATEMENT

THE BOARD OF DIRECTORS

The Board of Directors is the body of appointed by the Government to jointly oversee the activities of the organization. The Board provides
strategic direction, exercise control and remain accountable through effective leadership, enterprise, integrity and good judgment. It is diverse in
its composition, independent but flexible, pragmatic, objective and focused on balanced and sustainable performance of the organization.

Board Composition

The appointing authority ensures that the Board composition complies with requirements in the Constitution of Kenya and any applicable
legislation. Members act independently and each Board member understands the broad outline of the organization’s policies. Each of the Board
members is in good standing professionally and has sufficient expertise to perform his or her role as a Board member; and at least one member
is a financial expert, meaning that he or she has expertise in financial management and accounting.

Independence of Board Members
All Board members, including those nominated to represent special interests, recognize that they owe their duties to the organization and not their
respective entities or special groups.

Term Limits and succession planning
Board members hold office for a period not exceeding three (3) years, and are eligible for reappointment for one more term not exceeding three
(3) years. The renewal of a Board Member's tenure for a second is subject to an acceptable evaluation as determined during Board evaluations.

The appointing authority ensures staggering of Board appointments so that the respective expiry dates of the members terms fall at different time
to ensure proper succession planning and continuity of the Board affairs. The Board of Directors undergo an induction and training organised
every year by State Corporations Advisory Committee.

Chairperson of the Board

The Chairperson of the Board is primarily responsible for the activities of the Board and its committees. The role of the Chairperson includes
approving the agenda for board meetings, chairing the meetings and ensuring that a record of proceedings of all Board activities are kept. The
Chairperson also acts as the spokesperson for the Board.

Chief Executive Officer
The Managing Director/Chief Executive Officer (CEO) is an ex-officio Board member with no voting rights. The CEO and the Board plays
separate and distinct roles but work together to achieve organizational goals.

The Board is responsible for appointing the CEO, through a competitive process, and for removing them. The CEO is responsible for overseeing
the execution of the Board’s directions and policies to ensure desirable outcomes. The CEO therefore serves as the link between the Board and
the Management.

Relationship between Board and Management

The Board and Management executes their mandate in an environment of mutual trust and respect having regard to the principles of good
governance. In this regard, the Board provides clear and distinct lines of responsibility and accountability, and maintain effective channels of
communication.

THE BOARD CHARTER

The Board of Directors Charter (the “Charter”) defines the Board's roles and responsibilities as well as functions and structures in a way that
supports the members in carrying out their strategic oversight function. It provides the Board members with an opportunity to think creatively and
critically about how their strategic and operational plans align with the organization’s strategic direction and expectations, with respect to
governance.

The Charter helps the Board in directing the organization to maximize the long term value of services provided for all stakeholders. The Board of
Directors reviews this Charter at least annually and, if appropriate, revise this Charter from time to time.

The Charter was adopted by the Board, acting in accordance with Mwongozo, Code of Governance for State Corporations (‘the Code’), and is
complementary to the requirements regarding the Board and Board members contained in applicable Kenyan laws and regulations. In particular,
the principles and policies contained in the Charter are in addition to and are not intended to change or interpret any statute, law or regulation.

The Board of Directors reviews the Charter at least annually or when necessary.

ETHICS AND CONDUCT
Kenya Dairy Board has adopted high standards and applies strict rules of conduct, based on the best corporate practices. The Board of Directors
have signed the Board's Code of Conduct and Ethics in line with Public Officers' Code of Conduct and Ethics, which embrace the following
principles:
. To observe high standards of ethical and moral behaviour.
Act in the best interests of the organization.
Remunerate and promote fairness and responsibility.
. Recognize the legitimate interests of all stakeholders
. Ensure that the organization acts as a good corporate citizen.
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BOARD PERFORMANCE AND REMUNERATION

Board members undertake an annual evaluation of performance which is conducted by the State Corporation Advisory Committee (SCAC).The
Board of Directors are paid sitting allowances, travelling and or mileage allowances as well as subsistence and accommodation after the
attendance of the Board meetings. In addition, the Chairperson to the Board receives a monthly honoraria. The payment of the Board allowances,
honoraria to the chairperson and other expenses are in line with the established Government of Kenya guidelines. The total expenditure in Board
allowances and related expenses for the last two financial years are as summarised below;

Board members expenses 2019-2020 2018-2019

Kshs Kshs

Mileage, accommodation and sitting allowances 10,415,692 11,466,013

Chairperson's monthly allowance 1,044,000 1,044,000

Directors' Medical insurance 577,614 762,863
Provision for performance incentives 1,580,000 -

13,617,306 13,272,876

THE COMMITTEES OF THE BOARD

To effectively discharge its mandate, the Board has established committees with specific terms of reference. The Board appoints into
committees, members with requisite skills and competence to discharge allocated responsibilities. In the event that a committee lacks specific
skills within its membership, the Board may, with the approval of the oversight body, co-opt skilled non-Board members to serve on the
committee, provided that the chair of a committee shall not be a co-opted member or the Chairperson of the Board. The Board may, from time to
time, rotate Board members between the committees.

The Board remains collectively responsible for the decisions and actions taken by any committee. A committee may only perform the tasks
delegated to it by the Board and may not exceed the authority or powers of the Board.

The Chairperson of each committee, in consultation with the Board, determines the frequency of committee meetings as is necessary to fulfil the
Committee’s functions. The Chairperson of each committee, in consultation with management, will develop the committee’s agenda. The Board
will however determine the procedure and process within which committees may take independent professional advice at the organization’s
expense.

The committees promptly reports to the Board any actions taken for ratification and any major developments that they become aware of. The
Board shall, as set out in the terms of reference of the respective committees, receive a report of the committee’s findings and actions.

The Board has established the following standing committees;
. Audit Committee

. Finance & Planning Committee
. Technical, Licensing and Marketing Committee
. Human Resources & Administration Committee

The Board may establish any other ad hoc committees to handle any special business. The Terms of Reference of the committees of the Board
has been developed by the Board.

BOARD RESPONSIBILITIES

The basic responsibility of the Board members is to exercise their best judgment and to act in a manner that they reasonably believe to be in the
best interest of the organization and its stakeholders. In discharging that obligation, the members are entitled to rely on the honesty and integrity
of the organization’s management, staff and its external professional advisors and auditors.

In furtherance of its responsibilities, the Board determines the organization’s mission, vision, purpose and core values, reviews, evaluates and
approves, on a regular basis, long-term plans, budget and financial forecasts, major resource allocations and capital investments for the
organization, protects the rights of shareholders and optimizes shareholder value.

Responsibilities of Individual Board Members
Each Board member exercises the highest degree of care, skill and diligence in discharging their duties, acts honestly at all times and in the best
interest of the organization and not for any other purpose.

Principles of Public Service
The Board, in performing its functions, is guided by the principles of Public Service as provided in Chapter Thirteen of the Constitution of Kenya,
which include:

. High standards of professional ethics;

. Efficient, effective and economic use of resources;

. Responsive, prompt, effective, impartial and equitable provision of services;
. Involvement of stakeholders in policy making;

. Accountability for administrative acts;
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. Transparent and timely provision to the public of accurate information;
. Fair competition and merit as the basis of appointments and promotions;
. Representation of Kenya's diverse communities; and

BOARD AND COMMITTEES MEETINGS

Full Board meetings

Board meetings are held at least four (4) times a year, and not more than 4 months elapse between the date of one meeting and the date of the
next meeting. A schedule of dates of the meetings is agreed upon by the Board members and set out in the Board work plan. Notices of the
location and the timing of meetings are issued prior to the meetings. The Board work plan may be adjusted if deemed necessary by the Board.

The quorum for a Board meeting is two thirds of the (2/3) members where the total Board membership<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>