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AGATCU[ TUNAI,I} CONPONATTON

1' IPsAs - International pubric sector Accounting standards2. ADC - AqricultruA O"r"i"p**t Corporation.
1. 4oc . oft.r oitr," eriiirl i*.ra.4. NDMA - Nati,onal n*ught M*-;gement Authoriry.5. MOALF - Ministy 

"raii""ro"" Livestock and Fisheries.
9. GOK - Crovernment olK.nyu7. Iso - Internatio"f ,t"oJ.ial organization8. QMs - eualiry M*"g;roi.r*a.ra.
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(c) Key Management

Ilr*f"*ltural development corporatior's day-to-day management is under the forowing key

- Board of Directors.
- Managing Director.
- Corporation Secretarv- Head of Finance.
- Head of corporate pranning and Administration.- Head of Technical.
- Head of Business DeveJopnient.- Head of Internal Audit. 

r

(d) F'iduciary Management

;ffi ffi ilffiTf,T:ff','.:ffi:,t',',#3.:"ce during rhe nnanci at yeare,ded 30,, rune 201e and

KEY CORPORATION INFORMATION AND MANAGEMENT
(a) Background information

The Agricultural Developrnent corporatio, is a state corporation, established i, 1965 truough an
Act of Parliarnent cap 3i6';;;aJ,ritrr. the land ,rr*r.. programme from European settrers to locars
after independence' ll"*t;, 

"ft.r successtur compretior' 
"a 

ih; 
^i;;;runrfer 

prograrnme, the
objectives of the Corporatit;;;';;;-;tilffi:'1"_orrarrianienr 

cap 444 orre86 to incrude
promotion a,d execuiion of agriculi*ur ."rr.*.r'uronioflr., Agricurturar sirvices.

(b) Principal Activities

ffiffffi Ti ;li,|il'i: 3',: l';;?.fr*"fl :f,:Xi 
t o r agri c ur ture in r(enya i,cr ud i,g : -

- Custodian of ,ational li";r;;;i;;;;r.
- Playi,g a ryrajor role in tr" ttu*[rof technology from research institutions to trre Kenya,Farmer.

-;i:ri:,1#:.,fifr,[[,]flr."rHf industries processing agricuitural goods being a major

No.
1.

1.

2.
3.

4.

5.

6.

Designation
Managing Director
Ag. Managing Director
Ag. Corporation Secretary

T."9_of .Corporate 
planning

Ag. Head of Technical
Head of Business Development
Ag. Financial Controller
Ag.Head of Internal Audit

Name
Mr. Richard Ayabei
Mr. Mohamed Bulle
Ms. Lilian Koseei
Dr. Winnie Ma"ch aria(ph d)
Mr. Samuel Bundotich
M"r n4autell-Musonvi
Mr. Jonattrran Keitany
Mr. Monnison Andwati
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KEY coRPoRATIoN INFORMATION AND MANAGEMENT (conrinued)(e) Fiduciary Oversight Arrangements

1. The Board operates under fruee committees as foilows;
A udtt Committee octivities include ;- charged with the responsibility of safeguarding of the corporation assets- Ensuring adequate fina,ciar systems ur"a .ont.ots are in prace- Ensuring financial statements and reports are in compliance with legal requirements and meetthe relevant accounting standards.- Reviewing the internal Audit reports and management action thereon.Finonce, Staffand General purpose Committee- oversee sourcing and utirization of corporation,s Funds

f,}*lfe. 
of staff Remuneration, recru'itments of senior managers, incentives and filling of

- Reviewing the monthly management accounts- Review of trre corporation budgets and financial statements.

Project Co mmittee activities
- Ensuring Projects undertaken bv the corporation are viable and properly managed.

(f) 
-Headquarters 

& Registered Office
- --EevelopmentHouse lbor Floor -

Moi Avenue
Nairobi, KENYA

(g) Corporation Contacts
P.O. Box 47t}t-00100
Telephone: (254) -20-225069 5 / I g 5
E-mail: info@adc.co.ke
Website: wwr,.adc.co.ke

(h) Corporation Bankers
l. National Bank of Kenya

Harambee Avenue
P.O. Box 41862-00|00
Nairobi, Kenya

2. Kenya Commercial Bank
P.o. Box 48400-00100
Nairobi, Kenya.

(i) Independent Auditors
Auditor General
The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084 -00100 GpO
Nairobi, Kenya

fi. BOARD OF DIRECTORS

Consolidated Bank of Kenya
Harambee Avenue Branch
P.O Box 34823 -00100
Nairobi, Kenya.

j) Principal Legal Adviser
The Attorney General

State Law Office
Hararnbee Avenue

P.O Box 40112 - 00200
Nairobi, Kenya

J
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Hon. Benjamin Cheboi EBS
Chairman
Appointed 6tt' June 20Ig
Hon. Cheboi holds a master,s degree
Manchester United Kingdom anja B

in Finaricing Higher Education from University of
expenence

achelor of Science Degree Hon. Cheboi has a wealth ofin public service having seryed as the first Governor of Baringo County. IJe rosethrough the ranks at the Higher Education Loans Board serving as the Deputy ChiefOfficer, before being promoted to the position of the CEO of rhe same institution. In addition hei,vas the first president of the Association of African Higher Education Agencies( AAHEFA) and aCommissioner, commission for Higher Education

Mr. Mohamed Bulle

and Director at the Kenya Institute of Directors

Hon. ?eter Kiptanui Chemuigut
Member
Appointed 6tt' June 20Ig
IvIr. Chemuigut holds a Bachelor, s Degree in public Administration from Great LakeUniversity and currentl y frnalizinga Masters Degree in Political Science/ publlcAdministation in Kisii University. He has vast experience in banking among otherfields, and has worked as a consultant at the UK's Departnient for International Development (DFID), theWorld Bank and Agence Frangai se de Development (AFD) and the Bill and Melinda Gates Foundation. Hehas also been a lead supervisor at North American Savings Banks (Kansas and Lab Technician atCom Plant Daniels Midland Company (Minnesota usA).

usA)

Hon. John Owuor Kobado
Member
Appointed 6tt' June2Lt g

Executive

also been a ]t4ember
operatives Cormnittee

Mr Kobado holds Mas-ters Degree in Business Administration from University ofHull, uI(, Bacheror of ScienJe r" p.:...if"r;#L, (c/T), from Neraporruniversity, california. He arso hords Nationur Dipi;;;i,r-gr.ir.r, Managenrent andHigher Nationar Diplomu i, rra..r*r.ur ergin..i;;l;; Joh, has vasr expedencern consultancy, Researcrr and De'elopmenr and Errlirr""iing among others. He rrasof National AsseniblS ' and a.r,.,riil.^ member cf Agricultui.e, Fisheries a,d C.".,_and a member of Labour and Social W.iA.. Conimittee.
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BOARD OF DIRECTORS (Continued)

Mrs. Jean Njiru
Member
Appointed 6tt, fune 20Ig
MIs' Jean holds Masters of Professional Studies fi'om cornell University, uSA andMasters of science ii Plyt Pathology and a Bachelor of science in Agriculture from theUniversity of Nairobi. she has uuri'.*p..ience in supply chain management, research,leadership among others. she also undertook u pror..Jiinal development program under

,1he 
Hubert Humphrey Fellowship Program at coinell University to enhance'leadership andmanagement ski

CPA Elizabeth Mkandoe Shungula
Member
Appointed 6tt, ,Iune 20Ig
Cpa Elizabeth shungula Holds an MBA in finance from Kenya Methodist Universitv aBachelor of Commerce in Accounting from Daystar University and a certified publicaccountant. Shungula has rrersed experience in finance field covering wide areas including

debts
cash management, manageni ent of public debt, budgeting, monitory and updating extemal

The
and currently working as

National--Treasuy. She wledge- in banking -having- worked-in- Family bank in various

a senior Investment Officer in Goverrunent Investment Public Enterprises athas -kno
departments

Hon. Roba Sharu Duba
Member
Appointed 6th June 20lg

Hon. Duba an MBA in Business Administration from Jomo Kenyatta University andTechnology, Bachelor Arts in Sociology, Diploma in Study of Modern Management fromCollege ofpro fessional lr4anagement -Jersey, Uk. He has versed experience rn management ofpublicresources and policy formulation and implementation and administration having served as a member ofparliament of Moyale and town clerk and county clerk in various county council. Currently Hon. Duba isthe General Secretary and Executive Board Meiriber of COTU /1.\
\I\,,compliance ofprovision of all laws

q,here he is in charge of ensurmg
guiding the trade union movement.

Mrs. Tabitha Mbungu Maugi
Member
Appointed 6tl, June 20Ig

Mrs Tabitha M. Mbungu Holds a MBA (Education) from Kenyatta University, B.ED fromKenyatta University and a diploma in education from Kagumo Teachers College. MrsMaugi has over 30 years experience in education sector. She is a good administratorhaving served as a Principal Ndagoni Girls Sec School and Deputy Head Teacher Ikuu Girls Sec SchoolShe has also sen,ed a county Executive member in Tharaka Nithi Co

I

l

I
I
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BOARD OF' DIRECTORS (Conrinued)

Mr. Martin Ogindo
Member
Appointed 6tt, Jane 20Ig

finance, strate
Parliament for

Hon' ogindo holds I MBA (Finance) from the university of Nairobi and a Bachelor ofcorlmerce (Accounting option) from the univerri,v-or Nairobi. He has enonnousexperience in public frnance mtutagement having *o.t"a as an advisor economic planning,gy and budgeting in the council Jf Gou.*o.r: ilfb;; trrat he served as a Member ofRangwe c onsti tuency Kenya Nuti onui Aissembly.

D_r. Gladys Kasiva Ngao
Member
Appointed 6!h June 20lg

Hon. HassanOsman
Member
Appointed 6il, June2llg

Ms. Lilian Kosgei

Hon. Paul Kibet Chebor
Member
Appointed 6tt' June2Ll g

, !q. Corporation Secretary
Ms' Lilian is a qualified Aivocate of Kenya u,ith Bachelors of Law fio,r Moi uni'ersit1,, post

i;,,fie!E:i;1,,[ ?i,,1i1;;.::t* tffi*;:il' ffi ffi' #:;10,, Aains

,,YllJi'3iffi:i::fi':ur*"p.,i.i.e aiid-skirs?r, a;;;;;"nce and civir ritigation. she is a

Amrrus! Report & Finaneiatr Sf,*t-r+lrt@rlr -9nT e/clnr 6D



[ru. MANAGEMENT TEAM

Muslirn Welfare
of Clean Ai

He was appointed the Acting.Managing Director in April 2019. Heholds Master of Sciencein Environmental str-rdies with speclalilation in sustaiirable development u,-,a.tirut. changeAntioch University-USA.

Mr. Mohamed Bulle
Ag. Managing Director

Mr. Bulle also holds Bachelor of Science in Agricultural Education and Extension andDiploma in Agriculture from Egerton University, a certificate in animal health frorn AnimalHealth and Industry Training Institute (AHITI) and a certificate in meat inspection from theUniversity of Nairobi. He is also a member of the board of the directors of North-EastemSociety rvhich caters for the orphans and the vulnerable members of the society and a founderr-Cool Planet Kenya Ltd,an agricultural and environmental consulting firm. Mr Bulle has held keypositions in the Iivestock and agriculture industry
Mohamcd is a member of the Environmental Institute of Kenya-EIK (a professional body forenviromrentalists).He also has accreditation with National Envi ronmental lt4anagement Authority-NEMA as anenvironmental impact assessment and audit (EIA and Audit) Lead Expert.

Ms. Lilian Kosgei
A g. Co rpo rat io tt S ec retary
Ivfs' Lilian is a qualified Advocate of Kenya with Bachelors of Law from Moi university, postgr-4{uqte diplorna in Law and is curlenlly qursuinq cps- She was appointed as Acting
99,"t1Ly Secietary in April 20t 9 after beinj a Leg"L dm"ai
Ms' Lilian has consjderable experience anJskills"in conu"y"n"e and civil litigation. she is amember of Lau,Society of Kenya.

Mr. Jonathan Keitany
Ag. Finoncial Controller
Mr Keitany holds MBA (accounting) option from University of Nairobi; He is a CertifiedPublic Accountant of Kenya and a member of ICPAK and IIA as well as certifiedMonitoring and Ev
to May 2019 rvhen

aluation Officer. He was appointed Head of Internal Audit in June 20 t7
He has grown in

he was moved to finance and appointed the act ing financial Controller.

in both Audit
the ranks within the Corporati on having gained over l0 years, expenenceand Finance ofAgricultural branches and in the private sector previouslybefore joining the Corporation. He served as an audit and risk assessment officer in various Audit firms

Winnie Macharia (Dr.)

!ea! of Corporate planning & Administration
Dr' Macharia was appointeJ Head of corporate Planning and Administration four yearago.
She holds Doctor of philosophy in Business Administration from U of Nairobi asnrversrtywell as Master of Business Adrninistration from Kenyatta University. She also holds aBachelor of Education Degree from the same University as well as Higher Diploma in informationTechnology among other professional qualifications. She is a member of Kenya Institute of Managementand Kenya Associati on of Public Administration professional bodies

She is a professional and accomplished administra tor and manager with over 20 years, experience in seniormanagement, administration and Ieadership in diverse work environment. She has four years' experience asHead of Corporate planning and Administration iri ADC three years' experience as Provincial DirectorYoutli Developrnent Nairobi under the Minis try of Youth Affairs and sports and Head of Department forfour-years at Parklands Boys l-Iigli School as il,eil as a teacher for nine

Annual Report & Fi*anciar sraremenr -20].wz0ng
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Dr' Macharia has attended many management courses and seminars including Senior Strategic Leadershipprogramme as well as leading with impact from Kenya s.rro"r orcoverni,erit, corporu,. ,ou..nun.Jtraining for Directors, seniorinternal araito, training. 
- -""'

Mr. Maxwell Mugonyi
Head of Business Development
Mr' Mugonyi hold a Bachelor degree in Insurance, Higher diploma in Hurnan RecourseManagement and diploma in Busine"ss Management. He jo-ined the corporation in April2006as Human Resource Manager and rose through ranks to ,t , 

"ur..n, 
position which he has beerrlolding since Dqcember 20t3.

MANAGEMENT TEAM (Continued)

He has vast experience gained through working in various companies which include KenyzNational Assurance Company as a management trarnee Assistant Training and personnelOfficer, Personnel and Lraining officer. Spin Kait Group of Cornpanies as a Human Resource Manager aswell as West Egnve Seee&

I\{r. l\{orris on Andwati
Ag. Head of InternalAudit

;'l::._

Mr. Samuel Bundotich
i Ag. Head of Technical

I
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rV. REPORT OF THE CHAIRMAN

once again I am pleased to present the annual financial statement and report for Agricultural DevelopmentCorporation for the year ended 30th June 2019.

Business environment
The year began well in general and we experienced relatively stable and conducive weather conditions inKitale which co,tributed to an improved iroduction orse"J'maizefrorn 4. I to 9.1 million Kilos being a122% increase in production. The corporation experienced improved production in some of its cropenterprises' However, adverse weathei conditions were experilnced in other fiu"r, such as Tana-River andLaikipia counties where the corporation exercises beef rearing that resulted in loss of animals and reducedherd size.

Corporate Governance
Corporate govelnance is the process by_which companies ar.e directed, controlled and held accou,table.The Board of Director's of Agriculturai Development Corp*ution is responsible for the go\/ernance of thecorporation and rs accountable in ensuring thaithe Larv ii complied wiih and that the higliest standards ofcorporate governance and business ethics to the shareholders are complied with.

The Board of Directors. followsprinciples of openness, integrity and accountabilify in its stewardship ofCorporation' It recognizes the diveloping nafure of corpora:te governance on a regular basis, this isfundamental to appropriate discharg. tr auti.r ura r.rpinriiiti,i.r.

The corporation has collaborated with the Government of Kenya to set up a Semen production centre inKitale of which construction stage uas completed and equipping done during the year under review and wein the process of procuring bulls. once its oierational, tt 
" 

.orporation will eLuart on large scale productionof semen to be availed to Kenyan farmer thus improved breeds while boosting the corporation,s revenuebase' To this end I would like to acknowledge with thanks ihe support *. ur.-.rrrently receiving from theIt4inistry of Agriculture, Livestock and Fishiries.

The corporation continued growth and success is dependent on collective efforts by all its stakeholders. TheBoard is commiffed to writing a new chapter of Agricultural Development Co.po.ution

The corporation recognizes the important role played by the management and its workforce to ensurecontinued success, to this end the Corporation liar *ud, signin.*iinvestment in its human resource. Thecorporation continues to engage in capacity building u.tiriti.. to ensure its staff remains updated throughseminars, professional training and workshops. In uidition, the corporation t u, .*uraced the performancecontracting as a tool to ensuring service delivery ana actuaii )ationof it, ,trut.gic plan.

Future Outlook

I confi
year 2

look forward to a continued strong relationship with all of our stakeholders and partners in the019 for our mutual benefits.

7
Date, Ittf 
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Future outlook.

,I*

Managing Director

a. (':[=t:

REPORT OF THE MANAGING DIRECTOR

Development and Implementation of Strategic plan.
The corporation revised its five ytu, **.gic p-lan 20t15-201gand. is now i, the process of implementingthe objectirres set out in its plan''our lrar; *a p.rro..rr*ce contract is anchored on this strategic pran,il*:ffi',:i""*Xi:;:*X*l; ?*:fl f mt*:X enh anc em en t, op erati o, u r .*.. ri .n. i,'

Technology and Automation.
The corporation conti,ues to undertake and embrace technology truough automation of its operatio,s.The current accounting system rst,*yrt.*) continues to i, updated ,J .,rrur" i, serves the corporation,sneeds; ho\"?\'er' there are challenges an-.dthi."rp"i"ti"ril, .o*.nced trre procuring for a more robustenterprise resource planning (ERpj .

Core Values.
The corporation shall.continue to uphold the practice of etliical behaviour in order to exhibit goodqorBorats image and citizenship. s/e rvitt coniinue td;'*rowth in line with our core values and asolid culture of teamwork, profestionuiir*, innovatioir, ...rri"i,y, ;";;;;tiii, ura passion for quarity atall tirnes.

Performance contracting
The corporation has opttit"d r-urder performance contracting system in accordance with state corporation
fi ffi:r# ff i; "T#";#*, 

n"; ;; ;;iil ;."..iil'."'.,r,,o,er, c as c ad i ng fro rn rrr e r op

a

lili

The corporation will prioitizeon strategic areas including c-ertified potatoes and seed rnaizeproduction,investment in information technology *d ir...o.. in aoE certifieisee; r;;; production. ih" Duirysector shall also be refocused to ens]ure ir"r.ur.a -ilt ilJu"tion *dp;;;;.iiln orrrr.eding in_carf

ffi ;,ff 'ffi Tlfr::ff i#f |;; x#.lx 
ffi#;'# : wi th the C ;; ;;; tarset o f i n c re as in g

The corporation will enhance 
""ritut*i"n with.the parent ministry and potential investors in order toincrease utilization of the idle landln uLou, regions.

I wish to extend management gratitude to the Board of Directors for their wise leadership, all Goven:,renrAgencies in particulat tt'" uitiittry oiagri.ulture rir.rto"i.-und Fisherie, ro. ,l*i, invaluable supportduring the year.

Annuatr Report & Financial Statertiemf, -y&-t *tr{rt$
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\/I. CORPORATEGOVERNANCESTATEMENT
ADC regards corporate Governance as key to the success.of its business operations and is unreservedlycommitted to applying the principles necessary to ensure that good governance is practiced in all of itsbusi,ess dealings in respeci of its Customers, Stakeholders and partners.
our corporate Governance policy functions as a built in self-regulating mechanism which provides aframework to monitor and ensure statutory compliance, foster a culture of values and rewards the highestethical standards and personal integrity.

we place a great deal of importance on the.robust corporate governance practices and are committed toapplying the highest standaids of business integrity una pror.rrionalism in all our activities. Thecorporation achieves this by using a risk bus.iapprou.r, io estabrish a system of internal control and b1,revierving the effectiveness oftheie controls on u iegulur basis. 
-J ----"

The corporation has forniulated and applies corporate govemance guidelines, u,hich stipulates theresponsibilities ofmanagement and thi Board and relattnships with stakeholders.

Board Committees

i. The Audit Committee

The Board meets quarterIy and has a fonnal Board calendar All directors have access to the CorporationSecretary Counsel. Currently, the Board comprises of ten non-executives and one executivedirector, Director

The corporation has set up three Board committees to help in the imprementation of its policy guidelinesand strategy' Tliese committees meet quarterly. The committees report their findings to the full Board fordeliberations and subsequent ratification by thl Boar.d.

charged with the responsibility of oversight and ensuring the integrity of financial statements, riskmanagement' internal controls, compliance and ethics an-d effectiv-eness of internal and external auditactivities of the corporation arid its subsidiaries. It also ensures the safeguard of the corporation,s assets.

ii' The Finance staff and Generar purpose committee.
The committee oversees the recruitment of senior rul*ugr*.nt staff Review the performance of thecorporation on quarterly basis, Ensure the Human n.rorrZ. policl, is obsen ed and staff matter are dealtwith in accordance with laid down procedures. Further, itre commftee ensures available funds are utilizedprudently.

iii) Project Comurittee
The committee approves and provides an oversight role on the execution of major projects in theCorporation.

Independence
All the Directors of the.Board are independent of management and free from any business or otherrelationship, which could materially i,ierfere with the .]*"."ir. of their independent judgment.

Activities and Achievements

Chairrnan !'il,E 217
t,

Date
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vII. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The corporation is people driven and focuses on food security through promotion and a,ailing of quarity

m#*Tffj::1"Hfi:ff'ror,dised prices to ri.,rvu, a,ners.-rh!"1,f"*,i* exists courteiy orthe

As a way of appreciating tlie cornmunity we developed a corporate social Responsibility (csR) policy toguide in identification and implementatio, of variou, .or*unity based activities airned at improving thesocial well being of our peopli. In support of local initiatives, various cSR activities have been sponsoredby the corporation thus Creaiing a synergy of ethics u,here our people a,d the corporation come together tocontribute towards impro'ing firysi"at infrastructure and sociar weil being. Duri,g the year 20lg/2olg thecorporation undertook the following CSR activities:_

bducation Support
The corporation donated materials and resources tor.vards ensuring less fort,nate stude,ts and pupils haveaccess to education. Towards this end;

c. ' 'The corporation donates 2 nets of oranges every month to Anderson orpliaiiage i, Kitale Trans-Nzoia County.
o The corporation donated 3 nets of oranges towards youth conference in Baptist church Endebess.

Communify Policy
The corporation has developed a policy whereby it contributes positively to the surrounding community inits areas of operation' Towards ttris end the corporation donates 2gLtrsor-im daily to the Kenya policeGSU and Administration police in Suam Trans_Nzoia

Environment Conservation
The corporation worked closely both with National and county Governments a,d otlier stakeholders

:?ffifiTiilffiii;ffir:T;jJ'J?5,:. t;ih. c;oration executed raclitutea,h;;il,,t,,s of rrees

Women Empowerment
The corporation donated funds towards promotion of women empowerm ent &development to socialeconomic empowerment women organizltion being ,poirorrrrip towards AFGM.

IliArurual Report & Finaucial Statemlerrr -r*'E*/qoro



I

I
i

I VIII. REPORT OF THE DIRECTORS
The Dilectors submit their report together with the audited financiar statements for the year ended 3Orh June,2019 which show the state of affaiis of Agriculturot iiiriopmert corporationand its subsidiary - LandsLtd.

Principal activities

The principal activities of the corporation are provision of quality seeds and custodian of the national studand Livestock development.

Results

The results of the corporation for the year ended 30th June, 2019 was a profit of Kshs. 4l Mas set out onpages 1.

The office of the Auditor General is responsible for the statutory audit of the corporation, in accordancewitlr Article22g of the constitutitn oir.nyu and thcputlic Audit Act,2ol|,the Auditor General willcontinue in Office.

Board of Directors

The members of the Board of Directors who served during the year are shown on page v& vii.
Auditors

By Order of the Board

sgel
Ag.Corporate Secretary
Nairobi

lllx"r?3Date:
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IX. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 8l of the pubric Finance Mana€ement Act, 2012 and,section r4 0f tr:e State corporations Act cap
486' require the Directors to n;;;;; financiar .il";r;;, in respect 

"r rrr. borporatio, *a its subsidiaryLa,ds Ltd' rvhich give a true and fair viewortrr".tui. oiaffui.s 
"r,rr. L".po.utio, and its subsidiary at rrre

end of the financial yeut and tht op.rurine results 
"iur. c"rp"*r";;;fi subsidiary for that year. The

Directors are also required to .nr#.,tt ut it 
" 
co,io*j;; keeps pr"d;;;ting records which discrose

with reasonable accuracy the financial positio, oiirr. C".p".ation ani it, ,ririoiu.y. The Directors are arso
responsibre for safeguarding trie r"r"[;iil c;;;;il;'r* its subsidiary.
TIie Directors are responsible for the preparatio, and presen-tation of trre corporation,s financiar statements,t'hich give a true and fair vierv orii.'.tut. of affairs #ril c;rp;ffi;tL end of the financiar yearendgd on 30tr'June 20lf' rri]s...po*iuilityi".ira*,tii-"irr'"irirg 

ra.qrut. nrur.iur managementarrangements and ensuring that tGse continue to u. .rr..iirl throuqlout the reporting period; (ii)maintaining proper acco.unting tttotd', *hich disclose *tit ."uronubr" u..*, Jy at anytime the fina,cialposition of the corporation; tili.l a;*ing, imprer,;;;;J;;ffiil;t,1,i,, 
contrors rereva,t ro trie

plep4ration and fairpresentation orthe fiilffi;;;*.itl *a..n.uring-thuirt .y are free from materialmisstatements' whethet aut to 
",.o. ". 

n"ra, i*l#;;iling trr. u.r"tr-oiii,e^corporation; (v) serectingand applying appropriatt uttou"ti'g politi.r,;e &lj;;ing u..ounting estimares that are reasonabre in
the crrcumstances.

The Directors accept responsibility for the corporation's financial statements, which have been preparedusing appropriate accouniing potici., ,rppo,t.a uy reasonabre *d 6;;;;'irdg"n .nts and estimates, in
conformitv with Internatio"ipuutl. i.oo, a..ounting icg*5 i*gfil;J* the-manner required by the
PFM Act 2012 and th" s;; 6o,io.u,i"r, ;:i ii'i+6. Th; oi."ii*r-*e of trre opinion that tiiecorporation's financial outttn"ntt ;;.'u true and fair view-org...r"g. ,i6orp*uti*,s transactions duri,gthe financial vear ended:o'n i*"1bi9, 

"r^diirila;;:.ilion,; financiar position as at that date. The
Directots fuither confirm the ";;;;;;.ss of the u..o*1j'ng records -uirtuin.'a for the corporation, wrrich[:',rH:f3i::,:'l};l*m.m# "rrh; .;;;#onl, nn,,.i"r;;;;;;ts as weii as rhe adequacy or

*Hff J::",".ffi f; 
"'l!"ltrJ,T: ;:*,: HfliT Jl:xT ;x[ J,ltffi ,c 

orp orati on w,] not rem ain a goin g

Approval of the financial statements

The
byt

Corporation's financial statements were

hl*lmr:
lut1

approved by trre Board on 30.0g.20rg and signed on its beharf

Director

(

llato
Date

Date

Ann uaX Report & FinanciaX Statemeirt -201812A}9,
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Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

OFFICE OF THE AUOITOR.GENERAL
Enhanc tng Acc ountabr I rty

REPORT OF THE AUDITOR-GENERAL ON AGRICULTURAL DEVELOPMENT
CORPORATION FOR THE YEAR ENDED 30 JUN 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying consolidated financial statements of Agricultural
Development Corporation set out on pages 1 lo 44, which comprise the consolidated
statement of financial position as at 30 June, 2019, and the consolidated statement of
financial performance, statement of changes in net assets, statement of cash flows
and statement of comparison of budget and actual amounts for the year then ended,
and a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the Public Audit Act, 2015. ! have obtained all the information and explanations
which, to the best of my knowledge and belief, were necessary for the purpose of the
audit.

!n my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the consolidated financial statements present fairly, in
all materia! respects, the consolidated financial position of Agricultural Development
Corporation and its Subsidiary as at 30 June, 2019, and of its consolidated financial
performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Propefi, Plant and Equipment

(i) Repossessed Land

As reported in the previous year, the consolidated statement of financial position
reflects a balance of Kshs.1 ,313,035,000 under property, plant and equipment which,
as disclosed in Note 23(a) to the financial statements, includes an amount of
521,513,000 in respect of farms managed by the Corporation. The farms, referred to
as ADC Private Forest Ndabibi L.R.728113 and 20591/86 relates to 4,000 acres of
land re-possessed from allottees who were unable to pay allotment fees.

Report ofthe Auditor-General on Agricuhural Development Corporationfor the year ended 30 June, 2019
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Further, land L.R. No.20591/86 in Ndabibi and a parcel of land in Molo do not have
ownership documents while land No. L.R.728113 has been encroached on by informal
settlers although the Corporation has secured the title deed.

(ii) Home Farm Land

As previously reported, the Corporation's land net book value of Kshs.521,513,000 as
at 30 June, 2019 excludes the value of land L.R.No.10668 measuring about 2,908.42
acres known as Home Farm. The land was allocated to private developers in the year
1994 under unclear circumstances.

(iii) Garissa lrrigation Project

The property, plant and equipment balance of Kshs.1 ,313,03s,000 as at
30 June, 2019 exclude the value of land measuring 319.4 hectares located in Garissa
Municipality whose value had not been determined.

(iv) Unexplained Variations- Assets Additions

The property, plant and equipment balance of Kshs.1 ,313,035,000 includes additions
during the year under review totalling Kshs.259,824,OOO. However, the additions
balances reflected in the financial statement differs from the balances reflected in the
trial balance as detailed below:

Classification

Balance as
per Financial

Statements
(Kshs.)

Balance as
per Trial
Balance
(Kshs.)

Variance
(Kshs.)

Buildings 58,007.000 0 58,007.000
Cost of Fencing 139,000 68,353 70,647
Farm Machinerv 128,200,000 89,834,930 38,365,170
Furniture and Office Equipment 2,960,000 748,982 2,211,018
Motor Vehicles and Tractor 70,197,000 168,965,155 (98,768,155)
Cost of Small Tools 239.000 125,617 1 13.383

No reconciliation or explanation was provided for the variances.

Under the circumstances, the accuracy and completeness of the property, plant and
equipment balance of Kshs.1,313,035,000 as at 30 June, 2019 could not be confirmed

2. Gapital Works- ln-Progress

As previously reported, the capitalwork -in- progress balance of Kshs.123,143,000 as
at 30 June, 2019 includes a construction project at Suam Orchids farm in Kitale valued
at Kshs.9,978,000 that was started in 2006. Further, the capital work-in-progress
includes an amount of Kshs.4,899,287 retating to projects that have remained idle for
the last eight (8) years.
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Under the circumstances, the carrying value of the capital work-in-progress of
Kshs.123,143,000 as at 30 June, 2019 could not be confirmed.

3. lnvestments

The statement of financial position reflects a balance of Kshs.467,283,000 under
investments as at 30 June, 2019. The balance relates to investments in shares held
in Chemelil Sugar Company Limited - Kshs.203,592,000, Development House -
Kshs.90,251,000, Muhoroni Sugar Company - Kshs.41 ,342,000, Kenya Co-operative
Creameries - Kshs.4,151 ,000, Kenya Grain Growers Co-operative Union
Kshs.1,404,000, Kenya Seed Company Limited - Kshs.114,014,000, Pyrethrum
Board of Kenya - Kshs.36,000, Kenya Planters Co-operative Union - Kshs.31,000 and
Agro-Chemical and Food Company Limited - Kshs.16,900,000 which were acquired
between 1975 and 1995.

However, information available indicated that Muhoroni Sugar Company, Kenya Grain
Growers Co-operative Union and Kenya Planters Co-operative union with investments
totalling Kshs.42,777,000 are either under receivership or liquidation. Further,
Chemelil Sugar Company Limited and Agro-Chemical and Food Company Limited
with investments totalling Kshs.220,492,000 have been making losses and have not
paid dividend for a considerably long time. ln addition, no provision has been made in
the financial statements for the likely diminution in value of the investments.

Under the circumstances, the value of the investments in the companies is, therefore,
doubtful and may not be recovered.

4. Biological Assets

The statement of financial position reflects a balance of Kshs.1,626,211,000 under
biological assets as at 30 June, 2019. However, and as previously reported, the
Corporation received an amount of Kshs.250,000,000 from the Government in the
year 2017 for purchase of livestock as a mitigation to the pastoralists against loss due
to drought. Schedules provided for audit indicated that the Corporation acquired 4,008
animals at a total cost of Kshs.105,608,000. After effecting the loss of 60 animals and
deaths of 770 animals, Management reported a net value of Kshs.86 ,714,000 for the
animals. However, the amount of Kshs.86,714,000 is excluded from the value of
biological assets of Kshs.1,626,211,000 as at 30 June, 2019.

Under the circumstances, the accuracy and completeness of the biological assets
balance of Kshs.1,626,211,000 as at 30 June, 2019 could not be confirmed.

5. Trade and Other Payables - Exchange Transactions

The consolidated statement of financial position reflects a balance of
Kshs.1,230,097,000 under trade and other payables from exchange transactions
which, as disclosed in Note 26to the financial statements, comprised of trade creditors
and non-trade creditors of Kshs.81 2,182,000 and Kshs.417 ,915,000, respectively.
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(i) As previously reported, included in the non-trade creditors balance of
Kshs.417,915,000 is an amount of Kshs.21 ,260,120 relating to audit fees that
had been outstanding since 1995. No explanation was provided for failure to
pay the audit fees.

(ii) The non-trade creditors balance of Kshs.417,915,000 also includes unremitted
statutory deductions of Kshs.18,512,223, Kshs.27,349,542 and
Kshs.40,492,170 and Kshs.68,992,733 for Pay As You Earn (PAYE), National
Social Security Fund (NSSF), Pension Scheme deductions and Agdeco
Society deductions respectively, dating back to 1998.

(iii) The trade creditors of Kshs.812,182,000 includes an outstanding balance of
Kshs.267,279,416, payable to a firm in respect of fertilizer supplies. The latter
balance includes an amount of Kshs.112,219,009 being interest charged at the
rate of 18o/o per annum based on the number of days in default as at
30 June, 2014. However, interest accrued to the account from 1 July, 2014 to
30 June, 2019 was not been included in the financial statements as at
30 June, 2019.

Consequently, the accuracy and completeness of trade and other payables of
Kshs.1,230,097,000 as at 30 June, 2019 could not be confirmed.

6. Grants Reserves

The consolidated statement of financial position reflects a balance of
Kshs.3,284,786,000 under grants reserves which includes an amount of
Kshs.137,500,000 received from the State Department for Livestock in the financial
year 201712018 for the offtake programme. However, the latter balance was less an
amount of Kshs.15,330,000 which the Corporation had been instructed to pay
identified farmers who had lost their livestock. The grant of Kshs.137,500,000 was
spent on the off-take programme for the financial year 201712018 and it is therefore
not clear why the amount was capitalized.

7. Receivables from Exchange Transactions

The consolidated statement of financial position reflects a balance of
Kshs.575,834,000 under receivables from exchange transactions which, as disclosed
in Note 20 to the financial statements, comprised of trade and non-trade receivables
of Kshs.417,484,000 and Kshs.158,350,000, respectively. The trade receivables of
Kshs.417,484,000 is net off specific provision and general provision of
Kshs.52,499,000 and Kshs.4,909,000 respectively. The following observations were
made:

(i) As reported in the previous year, the receivables from exchange transactions
balance of Kshs.575,834,000 includes an amount of Kshs.9,859,415 that
has remained outstanding for a long period of time dating back to 1980.
Further, the analyses of the specific provision of Kshs.52,499,000 for bad
and doubtful debts was not provided for audit review. ln addition, the basis
for determining the general provision of Kshs.4,909,000 was not disclosed.
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(ii) lncluded in the non-trade debtors'net balance of Kshs.158,350,000 is an
amount of Kshs.5,733,260 (201712018 - Kshs.5,839,329) described as lost
cash. The reduction of the lost cash by Kshs.106,069 was explained as
receipt from debtors. However, details of the debtors from whom the
amounts were received were not provided for audit review.

(iii) Further, a schedule provided to support non-trade debtors at Kiswani farm
reflected an amount of Kshs.283,442 which included an unsupported
amount of Kshs.45,759 described as loss of cash and stores.

(iv) In addition, a pre-payment of Kshs.350,000 for purchase of beef cows at
Kiswani farm has been netted off from the non-trade debtor's balance
resulting in an understatement of debtors and creditors by the same amount.

(v) Further, a schedule provided at Head Office to support safari imprest at
Kiswani farm indicated an amount of Kshs.534,425 while examination of
imprest records maintained at Kiswani Farm indicated that the amounts
related to outstanding safari imprests dating back to 201112012 financial
year. No explanation was provided on why the outstanding amounts were
not recovered from the respective officers.

(vi) As also reported in the previous year, the non-trade debtors include deferred
grants receivable of Kshs.70,000,000 from the parent Ministry. However, no
documentary evidence has been provided to indicate that the amount would
be receivable in the foreseeable future.

(vii) lncluded in the trade debtors gross balance of Kshs.474,892,000 is an
amount of Kshs.312,144,802 described as Head Office balances. The Head
Office balances includes an amount of Kshs.154,804,812 due from long term
leases entered into between the Corporation and various entities which were
later terminated since the Government wanted to take over the Galana/Kulalu
ADC farms. Some of the entities have taken the Corporation to court for
breach of contract, and therefore the chances of recovering the debt is nil. No
provision was made in the financial statements for the balances.

(viii) Further, a schedule provided to support trade debtors at Molo farm units;
Enchili, Molo, Sirikwa and Asante reflected balances of Kshs.7,215,470,
Ksh.9,565,400, Kshs.666 and Kshs.1,296,450, respectively. However, an
audit inspection carried out in the Molo farm units to verify and confirm the
amounts revealed that no records were maintained to support the balances.
ln addition, a schedule provided to support trade debtors at Kiswani farm
reflected an amount of Kshs.4,045,298 while farm records reflected an
amount of Ksh.8,086,521, resulting in unexplained variance of
Kshs.4,041,223.
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(ix) As reported in the previous year, verification of records in201512016 revealed
that lease rental receivables totalling Kshs.214,458,668 had been excluded
from the financial statements. Similarly, no adjustment was made in the
financial statements for the financial year 201812019 to record the omission.

Under the circumstances, the accuracy, completeness, and recoverability of
receivables from exchange transactions balance of Kshs. 575,834,000 as at
30 June, 2019, could not be confirmed.

8. National Livestock Project

As disclosed in Note 21 to the financial statement, the consolidated statement of
financial position reflects a balance of Kshs.46,634,000 (2018- Kshs.47,758,000) in
respect of the National Livestock Project account that is claimable by the Corporation
from the parent Ministry. The project started in 2006 when the Government granted
ADC an amount of Kshs.198,000,000 to purchase livestock under the emergency off-
take programme in drought stricken arid areas. During the year under review, the
Corporation incurred costs totalling Kshs.46,634,000 on maintenance and daily
running of the project operations. However, the following unsatisfactory matters were
noted:

(i) The Project has been reporting losses over the years while a similar
livestock enterprise under ADC is reporting profits.

(ii) The current account balance of Kshs.46,634,000 was not supported by
demand notes to the parent Ministry or State Department of Livestock and
as such it was not possible to confirm the validity and accuracy of the debt.

(iii) The Project did not prepare financial statements during the year and as a
result it is not clear how the operations overheads were apportioned
between ADC and the National Livestock Project.

9. Rental Revenue from Facilities

(i) Lack of Valuation Reports for the Leases

As disclosed in Note 4 to the financial statements, the consolidated statement of
financial performance reflects an amount of Kshs.32,231,000 under rental revenue
from facilities for the year ended 30 June, 2019 (2018 - Kshs.28,064,000). An audit
review of sampled lease agreements and receipts from lease rental revenue revealed
that the Corporation had leased land to various investors in various farms in return for
rental revenue as detailed below:
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lnvestor Farm Unit
Lease
Period Acreaoe

Annual
Rental

Charges
per Acre

Kshs.
Tota!
Kshs.

1 M/s Woragus Limited Mutara
Laikipia

1Syrs 15,000 500 7,500,000

2 M/s Chester House Limited Mutara
Laikioia

16yrs 20,000 80 1,600,000

3 M/s IDMO Galana
Kulalu

1Syrs 4,000 150 600,000

4 Lawangiro
Limited

Camel Farm Mutara
Laikipia

15yrs 11,000 150 1,650,000

5 M/s Arafco
lnteqration

Agricultural Galana
Kulalu

16yrs 100,000 200 20,000,000

6 M/s Braken
Limited

Agricultural Galana-
Kulalu

16yrs 100,000 300 30,000,000

7 M/s Bush Land Limited Galana-
Kulalu

1Syrs 95,000 200 19,000,000

8 M/s National lrrigation Board Galana-
Kulalu

5yrs 20,000 3,000 60,000,000

Total 365.000 140.350.000

However, the lease agreements and receipts were not supported by lease valuation
reports. Further, there was no Board Policy to guide on the lease charges which
ranged from Kshs.80 to Kshs.3,000 per acre annually.

(ii) Failure to Prepare Contract

lncluded in lease rental revenue is an amount of Kshs.1,300,000 received from a firm
for extraction of murram/gravel at Galana - Kulalu ranch at a cost of Kshs.100,000 per
acre during the construction of 100km Malindi-Sala Gate road. However, the
Corporation did not prepare a contract with the firm to establish the basis of charging
Kshs.100,000 per acre. Although the Management explained that during excavation
and loading on the lorry, an employee of ADC was to register the number of lorries
loaded and a payment of Kshs.1 ,000 made per ton to ADC Galana, there were no
records or evidence to show how the instructions changed from Kshs.1,000 per ton to
Kshs.100,000 per acre.

Under the circumstances, the accuracy, completeness and propriety of rental revenue
from facilities of Kshs.32,231,000 could not be confirmed.

10. Management Fees

The consolidated statement of financial performance reflects a Nil amount in respect
of management fees for the year ended 30 June, 2019 (2018 - Kshs.4,243,650). The
nil receipt excludes an amount of Kshs.2,367,660 attributed to an agreement entered
into on 8 March, 2017 between Agricultural Development Corporation (ADC) and the
National Disaster Management Authority (NDMA) on "commercial destocking for
drought mitigation". According to Clause 5 on costs and payments, the Corporation
was to receive Kshs.1 9,1 36,867 on signing of the agreement. This amount was to be
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used for purchase, translocation and managing 1 ,000 heads of cattle for three months
and a further Kshs.38,273,733 thereafter for the additional 2,000 heads of cattle. ADC
was to be compensated at Kshs.3O per cow per day as management fees.
Examination of the Corporation documents did not disclose details of amounts
received from this agreement and how it was applied during the year under review.

ln view of the foregoing, the accuracy and completeness of the Nil management fees
for the year ended 30 June,2019, could not be confirmed.

11. Loss of Fertilizer

As reported in the previous years, the Corporation lost a sum of Kshs.24,447,500
through fake bank deposit slips in respect of sale of fertilizer in Eldoret. The fertilizer,
which was part of 40,000 bags imported grade worth Kshs.111,680,000 had for
unclear reasons been stored in a private store in the town. According to available
information, the mode of payment was to be either through direct bank deposits where
bank slips would be issued and later used for collection of the fertilizer, or by banker's
cheques which had to be confirmed before the sale.

The Corporation, however, adopted the direct bank deposits method but due to weak
controls, fertilizer worth Kshs.24,447,500 was released before the respective bank
deposits had been confirmed. Although the Management has indicated that a criminal
case on the matter opened at Eldoret High Court and that some of the accused
persons were acquitted, a warrant of arrest against one of the accused who
absconded during the trial, has not yet been effected.

Under the circumstances, and until the matter is concluded, the recovery of the loss
of Kshs.24,447,500 remains doubtful.

12. lnventories

As disclosed in Note 22 to the financial statements, the consolidated statement of
financial position reflects a balance of Kshs.262,699,000 under inventories as at
30 June, 2019. The following unsatisfactory matters were observed during audit field
inspection:

(i) Overstated Closing Balance on Stellar Star Herbicide

Examination of store's ledger card maintained by Machinery Pool Unit at Kitale
revealed that the closing balance as at 30 June, 2019 for stellar star herbicide was
350 units at a unit price of Kshs.6,488 amounting to Kshs.2,270,800. However, the
stock sheet summary indicated 400 units at a unit price of Kshs.6,488 amounting to
Kshs.2,595,200 resulting in an overstated difference of Kshs.324,400.

(ii) Overstated Closing Balance on Basagram Herbicide

Examination of store's ledger card maintained by Machinery Pool Unit at Kitale
revealed that the closing balance as at 30 June, 2019 for basagram herbicide was 810
units at a unit price of Kshs.1,504 amounting to Kshs.1,218,240. However, the stock
Report of the Auditor-General on Agricultural Development Corporationfor the year ended 30 June, 2019
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sheet summary indicated 810 units at a unit price of Kshs.4,300 amounting to
Kshs.3,483,000 resulting in an overstated difference of Kshs.2,264,760.

(iii) Understatement of Boma Rhodes Hay Closing Balance

Examination of the store's ledger card maintained by Katuke Complex at Kitale
revealed that the closing balance as at 30 June, 2019 for boma rhodes was 35 units
at a unit price of Kshs.1,420 amounting to Kshs.49,700. However, the stock sheet
summary indicated 45 units at a unit price of Kshs.950 amounting to Kshs.42,750
resulting in an understated difference of Kshs.6,950.

Under the circumstances, accuracy and completeness of the inventories balance of
Kshs.262,699,000 at 30 June, 2019 could not be confirmed.

13. Undisclosed Material Uncertainty in Relation to Sustainability of Services

The consolidated statement of financial position reflects accumulated deficit of
Kshs.719,702,000 as at 30 June,2019 (2018: accumulated deficit of
Kshs.760,988,000. Further, the current liabilities of Kshs.1,354,420,000 exceeded the
current assets of Kshs.1,079,516,000, resulting in a negative working capital of
Kshs.274,904,000. The Corporation is, therefore, technically insolvent and its
continued existence as a going concern or its ability to sustain its services is
dependent upon support from the National Government and its creditors. However,
the material uncertainty has not been disclosed in the financial statements.

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that,
nothing else has come to my attention to cause me to believe that public resources
have not been a lied lawful and in an effective
Report of the Auditor-General on Agricultural Development Corporation for the year ended 30 June, 20 I 9
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Basis for Conclusion

1. Under-Collection of Revenue

The statement of comparison of budget and actual amounts reflects an under
collection of revenue of Kshs.543,258,000. This represents 27.9 oA of the gross
estimated receipts of Kshs.1,943,946,000. The under collection of revenue was
attributed to failure to collect income from services units - Kshs.24,299,000, farming
income - Kshs.318,544,000, rent and eco-tourism-Kshs.135,206,000, investment
income - Kshs.29,270,000 and other incomes - Kshs.35,939,000. The Corporation's
resources were therefore not efficiently and effectively used hence, the failure to meet
revenue targets for these items during the financial year under review.

2. General Expenses

(i) Procurement from Unresponsive Supplier

The Public Procurement Oversight Board in a letter referenced PPRA/P&R//1 VOL.V
(92) and dated 11 March, 2019 had, upon request by the Corporation, recommended
open tender method for purchase of fertilizer. Although the Kenya National Trading
Corporation (KNTC) Limited failed at preliminary stage in the evaluation of the tender,
the Corporation directly procured and awarded a contract for supply of 20,000 bags
of NPK 23:23:0 to the KNTC through local purchase order numbers 659931 and
659947 dated 21 March, 2019 and 2 April, 2019, respectively. This was contrary to
Section 91(1) and (3) of the Public Procurement and Assets Disposal Act, 2015 which
provides that, "open tendering shall be the preferred procurement method for
procurement of goods, works and services and should be adopted for procurement of
goods, works and services for the threshold prescribed".

Although Section 131 of the Public Procurement and Asset Disposal Act, 2015
provides and specify the conditions for competitive negotiations of bid prices, the
Kenya National Trading Corporation did not meet the prescribed provisions on tie in
quoted prices, tie in combined score, budget limit and urgency of goods.

ADC has so far made payments amounting to Kshs.42,023,250.00 to the Kenya
National Trading Corporation Limited without contractual basis under which the
procurement of the fertilizer was made and contrary to recommendations and advice
of the negotiating team and the Public Procurement Oversight Board.

(ii) lrregular Hire and Payment for Auctioneers Services

The Management of the Corporation procured the services of an Auctioneer despite
being aware that the Auctioneer did not have the capacity and a valid class B license
to execute warrants as auctioneers, as required under the Auctioneers Act. Further,
the Corporation made irregular payments vide cheque numbers 01 1328 and 01 1355
for Kshs.3,500,000 and 1,000,000 respectively, totalling Kshs.4,500,000 to the
Auctioneer.

The payment of Kshs.4,500,000 to the Auctioneer was authorized the Managing
Director, approved by the Financial Controller while the Corporation Secretary

Report of the Auditor-Ceneral on Agricultural Development Corporation for lhe year ended 30 June, 2019
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endorsed the payment. As a result, the Board of Directors terminated the services of
the three officers with effect from 4 July, 2019. The Board also recommended that the
amount of Kshs.4,500,000 be recovered from the three officers but Management has
not demonstrated or provided evidence of implementation of the Board's resolution.

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

REPORT ON EFFECTIVENESS OF !NTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, ! confirm that, nothing else has come to my attention to cause me to believe
that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

Board Representation in Other Gompanies

Although the Corporation control over 50% shareholding in four (4) out of the eight (8)
companies as detailed below, the composition of the Board in the companies does not
reflect this fact. Management has explained that only the Chief Executive Officer
represents the Corporation in the Boards of the four (4) companies.

S/No Descriptions
Amount
(Kshs.) % Ownership

1 Chemilil Suqar Companv Limited 203,592.000 96.22
2 Development House 90.251,000 50.00
3 Muhoroni Suoar Companv 41.342.000 74.17
4 Kenya Grain Growers Co-operative

Union
1,123,000 1.92

5 Kenya Seed Company Limited 114,014,000 51.83
6 Pyrethrum Board of Kenya 36,000 <1

7 Kenya Planters Co-op Union 25,000 <1

8 Aqro-Chemical and Food Limited 16,900,000 27
Total 467,283.000

Report of the Auditor-Ceneral on Agricultural Development Corporationfor theyear ended 30 June, 2019
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No reason was provided for failure by the Corporation to have a sizeable
representation in the Boards of the entities.

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

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective 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 and for its assessment of
the effectiveness of internal control, risk management and governance.

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

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

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

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

Auditor-General's Responsibilities for the Audit

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

Report of the Audilor-General on Agricultural Development Corporation for the year ended 30 June, 20 I 9

L2



lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

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

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional scepticism 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 audit 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.

a

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

Report of the Auditor-General on Agricultural Development Corporation for the year ended 30 June, 20 I 9
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a

a

a

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Corporation to express an opinion on the financial
statements.

Perform such other procedures as I consider necessary in the circumstances

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

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

CPA BS
AUDITOR.GENERAL

Nairobi

11January,2022
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XI. CONSOLIDATED STATEMENT OF F'INANCIAL PERFORMANCE
FOR THE YEAR ENDED 3OTH JUNE 2OI9

Note 2Ol8-2O19
r(srilooo,

Revenue from Non-Exchange transactions
Revenue Grants

Revenue from exchange trans actions
Service units income

Famring Inconre

Rental revenue from frcilities
Investrnents Income

Management Fee

Other Incorne 52,683
1,400,688
1,400,688

Expenses
Employee costs

Depreciation-and amortiZtion-ex?ense
Repairs and mafurtenance

Subscription & Donations

Contracted services

General e>{)enses

Bozu'd expenses

Finance costs

2017-201a
KSH'OOO'

2

3

4

5

6

7

15,352

t,281,o22
32,231
19,400

505,207
93,644
40, I g5

648
35,871

6t9,696
39,786
47,OO3

1,3g2r03O

20,000

16,557

616,477

28,064
15,200

4,244
t22,993
803,535
823,535

463,594
.,-.54.,734

32,254
t87

73,1I I
483,164

7,52O

25,352
l,,-3g,316

8

9

to
ll
t2
13

14

15

Other gains(losses)
urnrealized gain on changes in Biological Assets
Loss due to death oflirrestock
Loss on foreign exchange tansactions
Surplus before tax
Taxation

Surplus for the year

16

t7
t8

35,596
(12,33t)

(6so)
41,271

84,692
(67,276)

(6)
(298,371)

41,271 (298,371)

The notes set out on pages 17 to 26 form an integral part of the Financial Statements
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xl

Revenue from Non-Exchange transactions
Revenue Grants

Reven ue from exchange transactions
Service units income

Farming Income

Rental revenue from facilities
Investments Income

Management Fee

Other Income

Other gains/(losses)

Uwealize gain on changes in Biological Assets
Loss due to death of Livestock
Loss on foreign exchange ffansactions
Surplus before tax

CORPORATION STATEMENT OF T'INANCIAL PERFORMANCEF'OR THE YEAR ENDED 3OTH TUNT ZOTg

Note 2018-2019
KSH'000'

2017-2018
KSH'000'

2

J

4

5

6

7

15,352

1,291,022

32,231

19,400

49,219

1,397,22?

7,397,223

35,596

(12,331)

(6s0)

40,976

20,000

16,557

616,477

29,064

I5,200

4,244

120,769

E81,310

821,310Expenses

Employee costs

Depreciation and amortization expense
Repairs and maintenance

Subscription & Donations

Contracted services

General expenses

Board expenses

Finance costs

8

9

l0
1t

12

I3

t4

l5

502,949

93,567

40, I g5

648

35,977

619,566

39,796

46,499

1,379,960

460,903

54,033

32,254

. 187

73,111

493,044

6,714

24,901

1,135,747

94,692

(67,276)

(6)

Q96,427)

Surplus for the year
40,976 e96,427)

The notes set out on pages 17 to 26 forman integra I partof the Financial Staternents

t6

17

t8
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XIII CONSOLIDATED STATEMENT OF FINANCIAL POSITIONFoR THE yEAR ENDED rori iuN E 2ots
Assetst
Current assets

Note 2018-2019

KSH'000,
lg4,349

575,934

46,634

262,699

2017-2018

KSH'000'
92,403

557,679

47,7 5g

200,949

Cash and cash equivalents
Receivables from exchange transactions
Cument Account with National Live stock project
Inventories

Non-current assets

Property, plant and equipment
Capital Work In progress

Investments

Biological Assets

Liabilities
Current liabilities

]rade & other payables-exchange transactions
Borrowings

Non-current liabilities
Borrowings

Net assets

Grants Reserves

Capital Reserve

Reserves

Accumulared (Deficit)

Managing Director

1354,420 1,464,577

28(b) 229,207 233,953
229,207 233,953

t 1 70

19

20

21

22

23(a)

23(c)

24

25

1,313,035

123,145

467,293

1,626,211

1,122,714

296,925

467,293

1,406,950

1,079,516 889,797

3,529,673 3,293,973
4,609,lgg 4,192,659

26

28(a)

1,230,097

124J23
1,349,701

I 15,915

29

30

31

3,294,796

12,775

447,701

2,794,796

12,775

447,701
(7t9,702) (760,9 88)

3,025,560 2,494,273
4,609,199 4,792,643

ll:ffiffi'e':ffiUHr':"T#,i",rtl to 8 and notes rhereorwere approved by the Board orDirectors

Nu,n. !. P l:.{f.g....TtC.firrel t- tt/itffiry l*,t* owr
Head of finance

CPAK N t5114

Sign

Date &Js:laorr s(Hlnq flt-ur
Annual Report & Financial Statement -20lbt20tg
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XIV. CORPORATION STATEMENT OF FINANCIAL POSITION
AS AT 3OTH JUNE 2OI9

Assets
Curr.ent assets

Non-current assets
Properer, plant and equipment
Capital Work In progress
InvesDnents
Biological Assets
Inwestrnent in Subsidiary_ Lands Ltd

Liabilities
Current liabilities
Trade & otlrer payab les- exchange transactirons
Borrowings

N on-curre nt lia bilities
Current Accor.urt with Subsidiary_ Lands Ltd
Elorrotvings

Total Liabilities
Net assets

Grants Reserwes
Accumulated (Deficit)

ICP 15n4

Cash and cash equivalents
Receivables 1iom exchange transactions
Current Accoturt vrzith National Liwe stock project
Inwentories

I
Note 20ta-2o19

KSrr rooor
l69,l65
555,399

46,634
699

828,992
t23,t4s
467,283

1,626,211

2,1 14,7O7
1,996,246

2017-2o.t8
KSI{.OOO'

643a1
536,640'
47,758

200,9s1
849,730]

638,584
296,925
467,2a3

1,406,95o.

2,237,360^
1,4s3,549

19
20
2t
22

23(a)
23(c)

24
25

I

26
2a@)

27
28(b)

29

31 34
177
o6

1,227,417 1,346,021
124 I 15 815

113 ,74O 1,461,g3,7

533,759 541,670
22e 233 8s3

77 s23

3,260,506
1,264.262

2,760,s06
(847 -71t

I I
690 3

l'he financial statements set out in pages I to 8 and notes thereof were approved by the Board of Directorsfofby:on 30.09.2019 and signed on behal
Managing Director Head of finance

N*., &...h., ntrr, e ....D.F*trt& * T*W* ) ,lut*^l
L * %Ta".

Sign

Date nlm (Rt7. ?otq ann
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XV. LANDS LTD
STATEMENT OF FINANCIAL POSITION

AS AT 3OTH JUNE 2OI9
Assets

Current assets Note
Cash and cash equivalents

Receivables from exchange transactions

Non-current assets

Properfy, plant and equipment

Current Account with parent Co.

Grants Reserves

Capital Reserve

Reserves

Accumulated surplus/ (Deficit)

2018-2019

KSIr'000'

tg 25,194

20 20,434

2017-20t8

KSH'000'

19,022

2l,039

45,619 39,060

27

494,053

533,759

494,130

541,670

l,0l7,gl2 1,025,900

I,063,431 1,064,960
Liabilities

Current liabilities

Trace & other payables -exchange transactions 26 2,690 2,560
Net assets

Equify

Authorized and issued fully paid 1,000 Ord. Shares @20

30

3l

20

55,694

12,775

447,701

544,560

20

55,694

12,775

447,701

546,110

I 1,062,300

1,063,431 1,064,960

The financial statements set out in pages I to 8 and notes thereof were approved by the Board of Directorson29.09.2019 and signed on behalioiby:

Managing Director

Nu.JL-......hrryrv.,a. lgdtn{zr

Head of finance

AK No. 15114
lr,kJM J.lq ^ 

63qQ ,-

Sign

Date: ......8S.,(.p.r.[ *prr S\n\->:1
ti

1
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STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 3OTH JUNE 2019

Equity
(Grants)

trtuhs'000

Balance as at 30th June 2017

Adjustments

Addition

Transferstoaccumulatedsurplus/Deficit 
52,170.00

Balance as at 30 June 20lg

2,732,617 12,775 447,701 (462,602) 2,730,490

52,170

7t) (298,37t

2,794,797 12,775 447,701 (760,973) 2,4g4,2gg

500,000
500,000

Capital
Reserves

trGhs'000

Revaluation
Reserve

trGhs'000
Prolit/ Loss Total
IGhs'000 Ifths'000

)

Addition

Transfers to accumulated surplus/Defi cit
Balance as at 30 June 2019

41,271 4t 71
12.775 447 0 t9.7021

6
i

t.

I

I

.
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i_ XvI. STATEMENTOF'CASHFLOWS
FOR THE YEAR ENDED 3OTH JUNE 2OI9

Cash flows from operating activities
Surplus for the year

Note 2018-2019 Z0t7-2018
KSHS'000' KSHS'000'

41,271 (299,3g6)

Adjustments for.:

Depreciation of property and equipmets
Revaluation in fair value of biological assets
Operating profit before working capital changes

2t(a)
l5

19

21

24

20

25

22(a)

128,334 54,149
(17.413(2s1,861) )

(82,256) Q61,650)

Increase(decrease) in:
Debtorsr

Inrrentories

Biological asfets

Injection to National livestock pr-oject
Creditors

Purchase offixed assets

Purchase of Livestock

Cash generated from operations
Cash fl ows-from investing activities
Capital WIP
Net cash flows used in investing activities

Cash flows from financing activities

Borrowings
Governrnent Grants

Net increase in cash and cash equivalents

Beginning of period
Net increase in cash and cash equivalents
Cash at the end

(s0.37 5)
13) 13,331

(779,170) Q48,320)

(t 8, I 56)
(61,752)

(219,26t)
1,124

(1 18,605)

Q59,824)
Q0,440\

30,559
(69,955)

64,693
(15,346)

80,797

(27,022)

22(c)

27
28

173,7gt
173,791

35,759
500,000

(246,390)

Q46,390)

9,169
1s7.500

535,759 166,669
(69,6321 (328.041)

18

82,403
lll,946

410,444

G28.A41
194,349 82,403

F'
I
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X\/II. STATEII{ENT OT COMPARISION OT'BUDGET AND ACTUALFOR TIIE YEAR EIYDED 3OTE.TINTT ZOD

Revenue

Revenue from services units

Farming Income

Rent/ Eco-Tourisrn
Investuent lrcome

othEr incomes

Elpeqses

Employees cost

Depreciation and amorta iz.ation

Repair and maintanance

Subscription & Donation

Contacted S.ervices

Gencral Expences

Board Expenses

Finance Costs

Total erpenditure

88,622 52,693 35.939

lrg431946 ldq_q.-6!! _51!.,?50

Note

3!!^)

34(b)

Bu!g_e!

2017-2018

Kshc'000

39,651

1,599,566

167,437

49,670

Agtuql Variance
2017-2018

IGhs'000 IGhs'000

15,352 24,299

1,291,022 319,544

'' ( 32,231 ]35,206
79,400 29,270

tt
*
t,

3a(c) 565,901

64,094

52,029

785

63,309

932,901

33,413

41.422

505,207

93,644

40,1 g5

648

35,971

619,6g6

39,796

47,003

60,695

Q9,s50)

ll,g43
' 

Li1

27,437

313,215

(6,373)

34(d)

34(e)

1,753,953 I,"392,030 371,g23

34(D (5.581
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VIII. NOTES TO THE FINANCIAL STATEMENTS

A. Statement of cornplianee and basis of preparation
The corporation's financial statements have been prepaled in accordance with and in compliance withI,ternational Public Sector Accounting Standards opsasl, The fi,ancial statements are presented in Kenyashillings' which is the functional and reporting currency of the corporation and all values are rounded to thenearest thousand (Ksh000)' The accotuiting policies have been consistently applied to alr the yearspresented.

The finaflcial statements have been prepared on the basis of historical cost, unless stated otherwise. The cashflour statement is prepared using the direct method. The financial statements are prepared on accrual basis.

Reporting Entity
Agriculfural Development corporation (ADC) (the corporation) is a body corporate incorporated in Kenyaunder 

.cup.44! 
of the laws of Kenya and is domiciled in Kenya. The consolidated financial statementscomprise the corporation and its subsidiary Land Ltd (wholiy owned) (Together referred to as the ,group,

and individually referred to as ,Cornpany,)

Properfy, PIant and Equipment
Property' plant and equipment are initially recorded at cost. All the properfy, plant and equipment are statedat historical cost less depreciation.
Depreciation has been charged on the book value of fixed assets at the following rates:-

Land

Building
Fencing and water supply
Furniture and equipment
Computers

Motor vehicles and tractors
Permanent improvements in subsidiary company
Farm equipment and machinery
Srnall tools

Land reclamation and drainage

Nil
5%o p.a.

l0% p.a.

20% p.a.

30%o p.a.

25%o p.a.

2.5%p.a.
20% p,a.

50%p.a.

20% p.a.

Taxation
There is no tax Liability arising because the corporatio, has been exempted from taxation as per KenyaGazette Supplement Number 59 of 2lsrApril, l9g6

Harvested crops and cultivation
Harvested crops and cultivation are valued at net realisable value. costs comprise expenditure incurred innormal course of business including direct material cost, Iabour and production overheads whereverapprop'iate' Net realisable vaiue is the price at which the stocks can be realised i, normal course of businessaftel allowing for costi of realisation.

I
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Notes to Financial Statements (Continued)
B. Summary of significant accounting policies

Revenue recogttitiort
i) Revenue from non-exchange transactions

Revenues from non-exchange are recognized when it is probable that the economic benefits or servicespotential associated with the asset will flou' to tlie corporation and the fair value of the asset can be measuredreliably.

Dividends or similar distributions are reco gruzed rvhen the sharehol der's oL the Corporation,s rigltt torecei\/e payrrents is estabiished. Tire Corporatiori receives dividends fi'om l(en5,a Seed Cornpany where itiras a 52Yo shareitolding. Fufther, the Corporation has a joint ownership of the Developrneni witlrAgricultural Development Corporation ra,here process on the ranted s

Government Grants
Recurrent Grant
Government grants that are receivable as compensation for expenses or losses already incurred or for thepttlpose of giving immediate recurrent expenditure financial support to the corporation with no futurerelated costs are recognized in the statement of financial performance in the period in which they becomereceivable.

Development Grant
Government grants whose primary condition is that the corporation should purchase, construct or otherwiseacquire non-cunent assets are recognized, as deferred income in the statement of financial position andtransfened to capital reserve on completion/ acquisition of the non-curent asset.ii) Revenue from exchange transactions

Rendering of services

The Corporation has three service units Engineering service, Fann Advisory Management Services (FAMS)and Agribusiness' Engineering services unit deal with repair of equiprnents and fabrication of fannimplements, during the year Ksh 1 5,352,202 was realized.

v/here the contract outcome cannot be measured reliably, revenue is recognized only to the extent that tlieexpenses incurred are recoverable.

Farming htcome

Revenue fi'om tton-exchange transactions with other government entities are measured at fair value andrecognized on obtaining control of the assets (cash, good, services and property) if the transfer is fi.ee fi.omconditions and it is probable that the econoniic benefiI o, ,..uj.. potential related to the asset will flow to theCorporation and can be measured reliably.

Revenue fi'om the sale of farm outputs is recognized when the significant risks and rewar.ds of ownershiphave been transferred to the buyer, usually on delivery of the goods and whe, the amount of revenue can bemeasdred reliably and it is probable that the ."on#i" benefits or service potential associated with thetransaction will flow to the Corporation
Dividends and Other externa! Investments

I

I

_ft
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' Notes to Financial Statements (Continued)
Rental income
Rental income arising from operating leases on investment properties is accounted for on a straight-line
basis over the lease teflns and included in revenue.

b) Budget information
The annual budget is prepared on the accrual basis, that is, all planned costs and income are presented in asingle statement to determine the needs of the corporation. As a result of the adoption of the accrual basisfor budgeting purposes, there are no basis, timing or Corporation differ.ences that would requirereconciliation between the actual comparable amounts and the amounts presented as a separate additionalfinancial statement in the statement of comparison of budget and actual amounts.

c) Investment property
Investtiicnt properties are measured initially at cost, including transaction costs. The ca:rying amountincilides the replacement cost of components of an existing investment property at the time that cost isincurred if the lecognition criteria are met and excludes the costs of d,ay-to-day maintenance of aninvestment property.

Investment propgrty acquired through a non-exchange transaction is measured at its fair value at the date ofacquisition' Subsequent to initial recognition, investment properties are measured using the cost ffi;;;
are depreciated over a 3O-year period.

Investment properties- are derecog ruzed.either when they have been disposed of or when the investmentproperty is permanentiy withdrawn from use and no future economic benefit or service potential is expectedfrom its disposal' The difference betqzeen the net disposal proceeds and the carrying amount of the asset isrecognized in the surplus or deficit in the period of de-recognition;

Transfers are made to or from investment property only when there is a change in use.

d) Properfy, plant and equipment

AII property, plant and equipment are stated at cost Iess accumulated depreciation and impairment losses.cost includes expenditure that is directly attributable to the acquisition of the items. when significant partsof property, plant and equipment are required to be repla ced atintervals, the corporation recognizes suchparts as individual assets with specific useful lives and depreciates them accordingly. Likewise, when amajor inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as areplacement if the recognition criteria are satisfied. All other repair and maintenance costs are recog,ized insurplus or deficit as incurred' v/here an asset is acquired in a non-exchange transaction for nil or nominalconsideration the asset is initially measured at its fair value.

e) Leases

operating ]eases are leases that do not transfer substantially all the risks and benefits incidental to ownershipof tlie leased item to tlie corporation. operating lease payments are recognized as afl operating expense insiirplus oi deficit on a straight-rire basis over the rease term.

Annual Reporr & Fi,ancial stateme*r -zfiygtzfiLg 1I



Notes to Financial Statements (Continued)
f) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible assets acquired ina non-exchange transaction is their fair value at the date of the exchange. Following initial recognition,intangible assets are carried at cost less a'y accumulated amortization anJ accumulated impairment losses.Inte,rally generated intangible assets, excluding capitarized deverop,rent costs, are not capitarized a,dexpenditure is reflected in surplus or deficit in the period in which tlie expenditure is incurred.
The useful life of the intangible assets is assessed as either finite or indefinite.

i) Finonciat liabilities
In tt iol recogn itio n and me as ure me nt

g) fnventories

ilffi::i'11bj:l,'j:l}jff:ff;:T#:::s1s 2e are crassined as nnanciar riabilities at fair varue througrr

it. fingnciqlliauiiiti.q 41initlal r".o*ri;? 
af aPrtoirriate' The corporation determines the classificarion of

illffiIir',:ffi'f}ffi;::"jffi:' initiallv at rair value and, in rhe case or roans and borrowings, prus

Loans and borrowittg
After initial recognition' interest bearing loans and borrowings are subsequently measured at amortized costusing the effective interest method' Gains and losses are recogni zed. insurprus or deficit when the liab,itiesare derecognized as well as through the effective interest method arnortization process.IPSAS 29,65

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees orcosts that are an integral part of the .ff.-.tir. interest rate.

Inventory is measured at cost upon initial recognition. To the extent that inventory was received tluougli
ffi:;::ilfltransactions 

(for no cost or for a nomi'al cost), the cost of trre inventory is its fair varue ar the

costs incurred in bringing each product to its present rocation and condition is accounted fol, as foilows:

manufacturing overheads based on the normal operating capacity,but excludi,g borrowing costsAfter initial recognition, inventory is measured at trre rower 
"r;;'r'"r"i"^i.^ore i,alue. However, to theev'tent thata class of inveiitoty is distributed or'dbplo yed, airro.t rg" or.a.=l'norrinal charge, tiral crass ofinventory is measured at trre rorryer of cost and current repracement cost.

Net realizable value is tlie estimateci seiting price in tiie ordirrar)/ course of operations, less tlie estimatecicosts of completio, a,d the estimated costs iiecessary to rnake the sare, excrrange, or distrib,tio,.

Anns4! Repart & Financial Staterr.,enr -?of *.rqfir&



Notes to Financial Statements (Continued)

Inventories are recogllized as an expense when deployed for utilization or consumption in the ordinary
course of operations of the Corporation.

h) Provisions
Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefits or service potential
will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
where the corporation expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset only when the reimbursement is virtually
certain.

The expense relating to any provision is presented in the statement of financial performance net of any
reimbursement.

i) Contingent Iiabilities
The Corporation did not have any contingent liability. However, in case of any contingencies details are
disclosed in the notes to the financial statements, unless the possibilify of an outflow of resources
ernbodying economic benefits or service potential is remote.

Contingent assets

The Cornpany did not have any contingent asset. However, In case of a possible asset whose existence is
contingent on the occulrence or non-occulrence of one or more uncertain future events not rvnotiy within
the control of the company discloser is made in the notes to the financial statements. contingent assets are
assessed continually to ensure that developments are appropriately reflected in the financial statements. If it
has become virtually certain that an inflow of economic benefits or service potential will arise and the
asset's value can be measured reliably, the asset and the related revenue are recogn ized, in the financial
statements of the period in which the change occurs.

j) Nature and purpose of reserves
The Corporation creates and maintains reserves in terms of specific requirements. Corporation has got
capital reveres from Agricultural settlement fund and revaluation reserves from revolution of land.

k) Changes in accounting policies and estimates
The Corporation recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

I) Employee benefits
Retirernent benefit plans

The Corporation provides retirement benefits for its employees. Defined contribution plans are post
ernployment benefit plans under which the Corporation pays fixed contributions intg a qeparate Cornp4ny (a
fimd),arrdwiiiiiaventIie$aIofcohstiuctivbobii[atioiltapayfiirthercontributionsifthe
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Notes to Financial Statements (Continued)

fund does not hold sufficient assets to pay all employee benefits relating to employee service i, the cunentand prior periods' The contributions to fund obligatilns for the puyro.ni of retirement benefits are chargedagainst income in the year in which they becorne payable.
Defined benefit plans are post-employrnent benefit prans other tha, defi,ed-contribution plans. The definedbe,efit funds are actuarially valued tri-annually on tire projected unit credit method basis. Deficits identifiedare recovered tluough lump sum payments or increased future contributions on proportional basis to arlparticipating employers' The contributions and lump sum payments reduce the post-emproyrne,t be,efitobligation.

Borrowing costs Include interest, amortization of discounts or premiums on borrowing, and amortization ofancillary costs incurred in the arrangements of borrowing. The corporation adopts expenses moder wrreleborrowing costs are charged to expenses in the period *h""n tir.y are incurred.

m) Bonowing costs

n) Related parties
The corporation regards a related party as a person or an entity rvith the ability to exert control individuallyor jointly' or to exercise significant i,fluence over the corporation, or vice versa. Members of keymanagement are regarded as related parties and comprise of flre Board of directors, Managing Director a,dsenior managers

o) Service concession arrangements
Tiie corporation analyses ,i;;;;; of service concession a,angements that it enters into in determiningthe appropriate accounting treat,rent and disclosure ,equi.ern"rrts. In particular, where a private partycontributes an asset to the arrangement, the corporatioi recognizes that asset when, and o,ry when, itcontrols or regulates the sen'ices the operator must provide together with the asset, to whom it must providethem' and at what price' In the 

"ase 
of assets tther than 'whole-of-life, assets, it controls, throughownership' beneficial entitlement or otherwis e - anysignifica,t residuar interest in trre asset at the end of thearangement' Any assets so recognized are measured at their fair varue. To trre extent that an asset has beenrccogtized' the corporation also recogn izes acoresponding liability, acijusted by a cash consideration paidor received.

p) Cash and cash equivalents
cash and cash equivalents comprise cash on hand and casrr at bank, srrort-term deposits o, ca, and highryIiquid investments with an original maturity of three months or less, which are readily co,vertible to know,amounts of cash and are subject to insig,ificant risk of cha,ges in varue. Ba,r< account barances i,crudeamounts held at the various commercial banks at the end of the fi,anci ar year.For the purposes of thesefinancial statements' cash and cash equivalents also include short term cash irnprest and advances to

iX,#ffi1T:fl::1.j,ffi:j:", 
su*endered or accounted for a*tre e,d of trre financial yeu

Trade receivables are carried at their origi,al invoiced amount less an estimate ,rade for bad a,,c doiibtfLrJreceii'ables based on a review of all outsta,di,g amourlts, on an account by account basis, at tlie y,eai. end.Bad debts are q,ritten off in the year in rvhich the1, a1g identified as irrecoverable.

Annaal Report & Financiatr Statelr.rtrnr -9ttr e/errr6r
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Notes to Financial Staternents (Continued)

r) Trade and other payable
Accounts payable are non interest bearing financial liabilities and ale carried at amortized cost, rvhich is
measured at flre fair or contractual value of the consideration to be paid in future in respect of goods and
services supplied by the suppliers, whether billed to the Corporation or not, less any payments made to the
suppliers.

s/ Biological assets

Living plants and animals with probable future economic benefits which are orured and controlled by the
corporation are accounted for as biological assets. Harvested products frorn the Corporation,s biological
assets and agricultural produce are measured on initial recognition and at each reporting date at their fair
value less estimated point of sale costs.

The fair value of the biological assets and agricultural produce that have an active market is dete,,ined
using the quoted price in the market. The fair value of the biological assets that do not have an active
market is determined at the present value of the expected net cash flows discounted at the current market
determined pre-tax borrowing rate. The fair value of the corporation's newly planted crops is estimated by
reference to costs incurred on the crops up to the reporting date.

Point of sale costs include comrnissions to brokers and dealers, Ievies by regulatory agencies and transfer
taxes and duties but exclude transport and other costs necessary to get the assets to the market.

For financial reporting purposes, the Corporation classifies its biological assets as follows;

O Consumabte biological assets

Consumable biological assets are those that are to be harvested as agricultural produce or to be sold as
biological assets' These are seasonal crops grown by the corporation i.e. maize, wheat, sunflower, pasture

(it) Besrer biological assets

other biological assets are classified as bearer biological assets.

Gains or losses arising on initial recognition of biological assets and agricuituralproduce and fi.om changes
in fair value less point of sale costs are recogni zed, inthe income statement for the year.

u) Comparative figures
Where necessary comparative figures for the previous financial year have been ilcluded.

v) significant judgnicnts a,tr s0ur-ces oI'estimarion uncertaint1,
The preparation of the corporation's financial statements in conformity with ipsAs requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenu.r, .*p.nr.s, assets
and ]iabilities, and the disclosure of contingent liabilities, at the end of the reporting period. However,
uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the asset or Iiability affected,in future periods.

Estinmtes and ass urttptiotts
The key assumptioni concerning'the future and other key sources of e
date,tltat have a significant risk of causing a material adjustment to the

stimation uncertainty at the reporting
carrying amounts of assets and
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Notes to Financial Statements (Continued)

liabilities within the next financial year, are described berow. The corporation based its assurnptio,s andestimates on parameters available when the consolidated fi,a,cial statements were prepared. However,existing circumstances and assumptions about future deveropments may change due to market crranges or
ffi::T:il::#Ttt^'J1l#r"'control orthe corporation. such crranges arJreflected iri the assumptions

ffi.:Tgi;T#i;:'f:?l#T' orassets are assessed using the rorrowing indicator.s to i,rorm potenriar

Useful lives and residual values

w) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financialstatements for the year ended 3Orh June 2}lg.
x) Financial Risk management

The corporation operates through bo,,o*ing from financial institutions which brings exposure to variety offinancial risks including credit risk and effects of changes in debt and interest rates. The corporation,soverall risk ,ra,agement objectives focuses on the ,nir"ai",uuility of financial markets and seeks tominirnize potential adverse effects on its performance,

fusk management is carried out by a select committee under the guidance of the Board under the audit andrisk committee' The cornmittee tt'i.*lrr. market ,*rrJ, *a inf6rmation 
"""il"ur. to evaruate the potentiarexposures' After which it develop strategies 

"ii"liigrr,rg ftainst market .i.r.r.-irr" Board conrmine.provide policies for overall risk management.

Market risk is the risk that the fair value of instru,rent will fluctuate due to change in market varuabres suchas interest rates and foreign 
"*ti'*g".ute1. The ouiective o-rmarket risk management poricy is to protectand enhance the statemeni of financla fosition *a irrro*" statement by managing and controring marketrisk exposure within acceptable p*ur.'t.r, and to opd;i;; ihe funding;il;.i;;rs operations and fac,itatecapital expansion.

a) Interest rate risk

,'ll'#:'#U'i::f :T,*L#:ffJ[:'#"'*":**:::yr:,t]!:Aft .,rheGover*renr
no r,uch fltictuaiions in the interarr a_u*_. 

vj seglr, rr,D rlDr\ lrds Dccome easy to nlanage since there is

b) Exchange risks
Though the corporation operates in Kenyan cL.irre,cy,.It's exposed to risks arising frorn 

'ariousfffftrJJ;:i1l'?ir'"1#v with 
"'p".t to p.o-iou,io, u"ti,iii..l; C;1",, rancrr wirere

i) Market Risk

n
llAnnual Repart & Financial Sterer?rArrr -qfi'ser+nr r!
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Notes to Financial Statements (Continued)

ti) Liquidity Risk

iii) Operational risk

Ultirnate respo,sibility for liquidity risk rnanagement rests with trre Board of Directors, which has built anappropriate Iiquidity risk management framework for the management of corporation,s short medium andIong tenn funding and liquidity-t.qrir.*ents. The corporation.T3uqm liquidity risk by maintainingadequate reserves' banking ru"ltiti.t and reserve borrowing facilities,iy 
";;;-i;rsly monitoring forecastand actual cash flows andlnatching plofiles f finaricial urrEt, una Liabilities.

operatio,al risk is the risl< of direct and indirect loss arising from a rvide variety of causes associated witrrthe corporation's processes, pe.son ,er, 1..h";6"ri'#;"rr;;;r;;;';;; externar factors orher thancredit' market and Iiquidity riit such as legal and"iegui";;;; requirements and generary acceptablestandards of corporate behaviour' The corforation rz.rci" .orr." that the k.vtp"rutionar risk are managed
illliff'1il1ifl:;i]|#1'il?:,Y,:gh arramew*r."rp"ri.i., 

, p.o."d,.l,'u,a toors to indentifi,, assess,

The corpo,atiotls objective is to manage operatio'al risk so as to bala,ce the avoidance of financial losses
ft:l f#IlT:oi,lH,:"ffiT:ffi;:utltion witt, o,,.aii"o,t .n .tive,,ess *J to a'oid contror p,o""d,,.,

I1l#fflifii|,offi:'j;?jf,t.h'development and implemenration orcontrors to address operationar risk is

ffi;mlii,li'1ffi:'ffi',"",X,'ribjJf 
development oroverau corporation srandards ror management or

' 
,TffH,ff:t 

for appropiiate segregation of duties, including the independen t authorization of
' Requirements for reconciliation and monitoring of transactions. Compliance with regulatory framew<lrk.. Documentation of controls and procedures., Training and professional develtpment.. Development of contingency plarrs.
' Risk mitigation, including insurance where this is effective.

operation risk is managed.by a programme of regular reviews undertaken by the Internar Audit and theresults of the reviews are discussea-witn tn" runig.*."i, *ti, summaries zubmitted to the AuditCormnittee.
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Notes to Financial Statements (Continued)
I. Income from Non_ f .f,rng. ii.;;;;t,r,
The Government in the year under review ala not receive recunent grants from the Mi,istry of Agricurture.

Consolidated

a

Comrrany
2019 2017

Shs 000 ShslI0Shs 000

2U
Shs 000

292,749
633,214
150,651

64,033
9,160

23,126
74,930
20,296
22,792

171

Shs 000

Consolidated

2019 2018
Shs 000

000

State Departrnent of Agriculture
State Department of Alriculture

2. Seri,ic. ririts inconies

Conibtidated

2qU 2ot7
Shs 000 shs-dIb'

20I!
Shs 000

Comoanv

000

2017

Shs 000
Contract Income
Transport Income
Total

3. Farnring Income

Sale of Commercial maize
Sale of seed maize
Other Farm produce
Sale of steers
Sales of in-calf Heifer
Other Livestock
Sale of Milk
Sale of other animal products
Sale of Hay
Grazing fees
Total

Note; sale of seed
to Kenya Seed Co.

Lease Rental & Rent of properties
Total

5. fnvestnrcnts incontc

Proceeds frorn Development house

10,136
5,216

13,1 I I I 0.136

Consolidatetl CornDanv

-

2019 2018
Shs 000 Shs-Ob0-'

282,749 34,885

633,214 296,546
150.651 101,609

64.033 43,820

9,160 9,215
23,126 22,362
74.830 76,564
20,296 3,345
22,792 28,6gg

291!
Shs 000
34,995

296,546
101,609
43,920
9,215

22,362
76,564
3,345

2g,6gg

442

2!1!
Shs 000 Shs 000

Comnanv

-

13,1 I I
3,446

442

2zu
Shs 000
29,064

maize incrude kshs' 24,004 ,g60 0f ,\DC maize varietyand Kshs.60 g,20g,045respectively during the year.

4. Itcntal Rcvenue from Facilities Consolidated Comnanv

-

2U M
IJ 2 064

2!le
shs000
19,400

2W
Shs 000
15,200

2W
Shs 000
19,400

2zu
Shs 000
15.200

19400 15200
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6. h{anagenrent fees

Sale of Feeds

Training Fees AI center
Miscellaneous Income
'Total

Consolidated Companv
2019 2018

Shs 000 Shs 000
_ 4,244

2019
Shs 000
39,903
755.47
12,124

2018
Shs 000

4,244

2018

Shs 000
44,844

Company
2019

Shs 000
39,803

755.47

8,659

2018
Shs 000
44,844

2019
Shs 000

2019
Shs 000

Lands Ltd
2018

Shs 000

Lands Ltd
2018

Shs 000

2019
Shs 000

Management fees

ft'Iattagetttent fees relates fo fees clrargecl bv ADC to Natiorral Drought Management Autlroritt,
for their animals kept at ADC Galana Ranch
7. Other income Consolidated

78,149 78,149 3,465 4,619
52.68s 122.993 49.219 122.993 3.465 4,619

Miscellaneous income include Kshs. 3,41 6,060 from
3,465,0A5 from lands ltd on suryey fees by Lands Ltd

galana on impounded charcoal and illegal grazers,

8. Employec costs

Salaries

Wages

NSSF
Leave Expenses

House allowance
Commuter allowance
Responsibility allowance
Gratuities
Terminal dues

Administrative wages
Pension contribution
Acting Allowance
Hardship Allowance
Duty Allowance
Education & training
Medical expenses

Free Issues to staff
Travel, accomodation,

subsistence and other

Total

Consolidated

ry. 2018
Shs 000 Shs 000
107,778 104,334
164,212 147,115

2,269 2,371
t,491 1j568

60,031 5g,g5l
10,427 10,095

10,794 l0,l2g
15,048 14,006
1,509 775

60,457 46,957
l1,2gg 10,gl l

680 366
2,317 1,931
2,802 2,917
1,272 g0l

20,065 19,327
6,596 4,339

Company

ry 20fi
Shs 000 Shs 000
106,736 104,334
164,212 147,115

2,263 2,371
1,479 1,569

59,247 5g,g5l
l0,l g4 10,095
10,694 l0,l2g
15,049 14,006
1,509 77 5

60,457 46,957
11,134 10,91 I

680 366
2,317 1,931
2,902 2,917
1,272 901

20,065 19,327
6,596 4,339

Lands Ltd
20tg 2018

Shs 000 Shs 000
1,042 1,199

6

12

794
243

100

7

12

900

276

t20

t87164

26 172 26,904 26,172 26,804
505,207 463,596 502,849 2,691

Annual Report & Fiuancial Statemenr -ZILBIZLJI}
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Notes to Financial Statements (Continued)

9. Depreciation and amortization expense
Consolidated

2019 2018
Shs 000 Shs 000
93,644 54,149

Company

2019 2019
Shs 000 Shs 000
93,567 54,04g

Lands Ltd
2019 2018

Shs 000 Shs 000
77 10r

Properfy, plant and
equrpment

Total

I0. Repairs and rnaintenance

Properfy
Machinery & Eguipment
Vehicles
Total

Consolidated

2019 2018
Shs 000 Shs 000
5,911 16,319

29,175 rc,997

I0

Company

2019 2018
Shs 000 Shs 000
5,911 16,319

29,175 10,997

Lands Ltd
2019 2018

Shs 000 Shs 000

.rf{ 32 I 185 72.

Il. Subscription and Donations
Consolidated

2019 2018

Donarions torult, tor,Ho

12. Contracted services

Company

2019 2018
Shs 000 Shs 000

648 187

Lands Ltd
2019 2At8

Shs 000 Shs 000

Lands Ltd
2!r! ?u2.

Shs 000 Shs 000

;fiffi;ffiffi|u.'J:ffilffe incu*ed on landprepararion conrmcrs forploughing, harrowing,

Company

29I! lye
Shs 000 Shs 000
35,971 T,111
35,971 n,777

Contracts Costs

Total

Consolidated

20I! 2-!J2.
Shs 000 Shs 000
35,871 nJll
35,871 nJ77

00

F

I

Amnugl f{sport & Financial Statenr. nt -hfit * t€tr.r, ft



a

Notes to Financial Statements Continued
I1). Cash and Cash Equir,alents
l9 a)Bank
Name of the Bank
Consolidated Bank
National Bank
Kenya Corn Bank

Consolidated

ry. zoty
Company

2019 2018
Shs 000 Shs 000
114,6A5 ru,973

970 42,137

Lands Ltd
20r8

Shs 000
Shs 000

114,605

26,154

52,92t

Shs 000

14,973

60,159

6,337

2019

Shs 000

25,194 1g,022
52,921 6,337

l9b)Cash-in-hand

Total

Trade Debtors

Trade Debtors

Specific provision

General Provision

Total Cu rrent Receivables

Non- Trade Debtors

Nor: - Trade Debtors

Total

20. itccrcivrlilcs fi.onr Exchange Tralrsactions

669 %4
I 49 03 169 65

Consolidated Company
Restated Restated

u12. 2018 20ts 2078
Shs 000 Shs 000 Shs 000 Shs 000

474,992 501,560 454,443 4g0,507

(52,499) (52,499) (51,962) (51,962)
(4,909

193,690

669

81,469

934
16g,496 63,447 25,194 1g,022

125 I84 t8

2019

Shs 000

20,449

(s37)

Lz Lrdnds

2018

.shs 000

21,053

(s37)
) (4,909) (4,909) (4, e0e)

477,;,485 444,151 397,572 423,636 lg,gl2 20,516

159,350 113,527 157,927 113 004 522 s22525,935 557,679 555,399 536,640 20,434 21,039

Annual Reporr & Financial srate,renr -20n glz0rg
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Notes to Financial Staternents (Continued
21. Cirlrcnt accuunt u,itlr NLp
The Government provided ftlnds for emergency Livestock offtake in arid areas. During the year the
Corporation incured Kshs'46,034,035 on maintance and daily running of the projects 

-operation.

2_!U zotl
IGhs.'000' trfuhs.'000'

244,634 245,7 5g
NLP Cunent Account

Grants

TOlAL

22, Inveutories

Building marerials

Fencing & Water Supplies

Feitilizer

Feedstuffs & Minerals

Herbicides & Insecticides

Packing Materials

Petroleum Products

Machinery & Equipment Spares

Vehicles & Tractor Spares

Veterinary Products

Seeds

Sundries

FeedmillRaw Materials

Feedmill Finished products

Stationery

Laboratory Chemicals

Lubricants

Ernbroy Tmnsafer

Harvested Crops

Provision for Obsolete stock
Total

(198,000) (198,000 )

-

46,634 47,7 5g

JJO

109,67 6

5 188 5 I84

2019 2018
trGhs.'000' trfuhs.'000'

1,369 1,700

_ 1,865 7,ggg

7,69g 11,394

1,437 1,016

.31,386 16;l t3

2,970 1,502

1,363 1,205

7,230 6,970

9,943 10,131

41,471 4,556

39,419 32,244

1,692 1,965

4,140 2,033

_ 537

- 671

- 688

336

105,293

262,699 200,947

Annual Reporr & Financial state^renr -z}].gtz}]llg 24
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Notes to Financial Statements (Continued)
23(c)-. . Capital Work In progress

Relates to in-complete capital works .

Eco House (ADC Chorlim)
Eco House (ADC Nai )
Eco House (ADC Olngantongo)
Eco House (ADC Sabwani)
Maize Shade (ADC Feedmill)
Dam ans Store (ADC Suam Orchards )
Katuke
Kitchen (ADC A I Cenrr.e)
Bull Station (ADC Sabwani)
Bull station (Nitrogen plant)

!h1de (ADC Engineering Sen ices)
Office Block (ADC lr4olo)
Iapata
Sirikwa
Namandala
Seed Unit( Construction of a GorJown)

2019 2018Ifths.'000' Kshs.'000'1,022 294
2,329 7,192
9,730 20,904

5l,gg7 1,157
1,757 22,057

23,395 9,595
t1,514 233

233 215,095
0 2,101

2,712 266
266 2,989

3,957 4gg
1,336- 5,1 I I
5,1i1

935
9,549 9,549ffi

-

2"1. Inr,estmcnts

Trade Creditors
Non-trade creditor.s

Orrening balance at I June 2017
Balance as at 30th June 2018
Balance as at 30 June 2019
25. iliological Assets

2n1 461 2R?
467.283 .283

!67)R3 46728?

2019
IGhs.1000r

2018
I(shs.'000'

Beef Cattle
Dairy Cattle
Pigs
Sheep
Goats
Horses
Dogs
Donkey
Poultry
Breeding Bulls
Crops
TOTAL
26. Tracle and othc'r pal,ables fronr ex

2019
Kshs.'000r

416,539
179,013

490
i9,020
10,593

760
0

67
683

3,712
996,347

20I8
Kshs.'000'

392,449
167,732

690
16,231
9,687

590
67

290
1,033

819,193

ange ransa ns
Consolidated

2019 2018
Company Lands Ltd
2019 2018 2019 2018

Kshs'000 Kshs'000 Kshs'000 Kshs'000
812,182 995,515

Kshs'000
8l2,lg2

Kshs'000
895,515

186417 915 453 80

Annual Report & Financial statemenr -zfl,l,.glz0lrg C\4at



Notes to Financial Statements (Continued)

27. Currcnt Account- Lancls Ltd
This is a confolaccount that reflects the financialtransactions between the subsidiary cornpany(Lands Ltd) and Its parent companyADc (AgriculturarDeverop,rent corpration).

28.(a) -Elon.ov,ings

(a)Total cune nt bo norvings

AFC Livestock Loan
AFC Crop SeasonalLoan

2079

IGhs 000

2018

IGhs 000

:.0.00

124.323
0

I I5,g l5
124,323 115,g15

AFC Livestock Loan
AgpulturalFinance corporation advanced ADC Kshs 120,000,000 to assist in Its operations. The loanwas payable in 12 Montiu at an interes t rate of l2%oper a,um payable i, a si,gle bulret payment ofKslrs' I34'403'600' The Loan was secured by LR No. 5532 burt was fulry settled as at 30th 1une 2019.Atr'C Crop Seasonal Loan

AgricuhuralFi,ance coporation granted the ADC r50,000,000 Guranteed by corporation land L.R No.5532Tians Naia and repayable within a period of 12 Monflx at an interes t rate of lz%o. The Loan was to be

:til].,}ffi* 
the coporation's share ofrgnt tomDeveloprpnt House which is Jointry owed by the rrri,o

28 (b)Total non-current bonowings

i

L

2078

IGhs 000

2077

IGhs 000
KCB TERM LOANS

KCB Term Loan
229,207 233,953

rn2014 the corporation restuctured is ficilities held with KcB by amulgamating them into a term loanpayabb in 48 montlrs at an interest rate ofBank's base *n oru . i^. The loan was secured by L.R No.2993'L'RNo' 5722' L'R No'534 5/1 andl.R No. gl7u/zofthe corporation,s Land parcels 
.

Annual Report & Financial Statem ent .9fit*.tefira



" Notes to Financial Statements (Continued)
29. Crants

Govemrnent of Kenya
British Government
ASARECCA
NIB
LINDP

Grants to ADC
Grants to subsidiary
ADC and Subsidiary

2019
KShs'000'
3,039,499

67,592
l,ggg

11,700
l3g,g27

2018

KShs'000'
2,539,499

67,592

l,ggg
11,700

139,927

3,260,506
24,290

2r760,5A6

24,29A

786 784 786

The Corporation received Kshs. i00,000,000 from the Ministry of Agriculture Livestock and Fisheries statedepartment of Livestock for the Bull Station and Kshs. 400,000,000 from Ministry of Agriculture State
Department of Crop Development for Mechanization of Agricultural Development
30. Capital Ileserves
Reseives comprise the General Reserve Fund taken over from Agricultural Settlement Fund - 1976 net ofGovemment Trust Fund on farms taken over from Agricultural Settlement Trust.
31. Rcvaluation Resen,e
Revaluation reserves relates to a revalution surplus on two fanns LR. Nos. 5337,5345,gg55/3,0297,
534512,5345/3,8855/R in ADC ol'ngatongo Farm and L.R No.2043:2ADC Sabwani
32. Related Parf1 Transanction

I) Board members of the Coiporation

Emolunents
Milage/Travelling
Insurance

Airtime
Total

Consolidated
2019 2078

Shs 000 Shs 000
30,939 5,142
7,964 2,379

799.60 0

84.00 0

Company
2019 2078

Shs 000 Shs 000
30,939 4,599
7,964 2,720
800 0

840

Shs 000

Lands
2019 2018

Shs 000

548

258

0

0

39,796 7,520 39,796 6,719 0 806

ii) Key l\{anagement

Gross Salary
Pension

Gratuity

Consolidated

2019 2018

trfths'000' Kshs'000'
77,475 23,701

277 213
2,025

Company Lands

2018 2019 2078

3,144

2019

Kshs'000'

17,47 5

277

2.02s

IGhs'000' IGhs'000' Kshs'000'
23,701

213

3.144
" _ 19,71:1._ -27,059 191777 2:/,059- -.

Anirual Report & Finaneial sratemenr -zfil.glzfiLg 29



33. Contingent Liabilities
There are certain ptl-dl1g-legal litigations brought against the corporation as at 30th Ju,e 2019, arnongthem is casenumberHccNo.tso "r.h.r._th" 

iorp;;*ion *u, held jointly liable with the oftice of theAnthony General and ordered to pay Kshs. lOo,Ooo,oooli aamages noir"i,.i the case was appealed and weawait the outcome of the appeal. in aaaitior;rd; ail;;on hai,ot u."ru.d'K, hs. 67,502,4i2 being feenote from one of it's advoCale J'J chesaro & co.edv being fees charged. Due to an objection raised on thevalue of land in question upon which the fee note was computed. In the opinion of the directors and aftertaking appropriate legal advice, the outcome of these lega[ claims will nii resutt to any significant lossbeyond the amounts provided for in these financiJ statements and will not materially affect tlieCorporation's financiat aUitity.

34. Un Accruecl Debtors
The Government in execution of Galana Kulalu Food project_stopped any op..utii, for these leases. T'isbrought uncertainty on collectability of revenue amouniing to rstrs zz:.otut rir.. some of the lessees wentto court to protest the decision and iued for breach or.o"t?.t. The manag...niconsidered it not prudent tocontinue accruing revenue from these leases until these unceftainties are resolved.

35. Events after: thc rcporting period
There are no material non-adjuiting events after the reporting date.

LI
liAnnual Report & Financial Statern ent -2fi1*,f }fit E



I

XIX. PROGRESS ON F'OLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that wereprovided to the auditor.

Timefram
e:

(Put a date
when you
expect tlte
issue to be

Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor

Responsible
officer

Status:
(Resolved /

Not
Resolved)

1.1

Repossessed Land
i) As reported in the
previous year, propefty,
Plant and equiprncnt
balance of 664,t83,000 as
at 30th June 2017 includes
fanls managed by the
Corporation valued at
Kshs. 37,970,00A. These
farms, referred to as ADC
Private Forest Ndabibi L.R.
Nos 7281/3&,2059U86,
relates 4000 acres of land
repossessed from allottees
who had been unable to
pay the allotment fees. In
addition,land L.R.
20591186 in Ndabibi and
the parcei in Molo do not
have ownership documents
including title deeds, ivhile
LR728ll3 has been
encroached on by squatters
although the Corporation
has secured the title deed.
Further, and according to
infonaation available, the
process of exchanging 700
acres in Molo with l,000
acres of the Corporation,s
land at Ndabibi had not
been finalized as at 30th
June 20 I 7. In the absence
of titie deeds for the parcel
of land in Molo and in
Ndabibi, it has not been

to-confinn their
orvnership.

o In the l Sth report on
intplente ntatio n of p IC
Contmittee
recommendalion on the
accounts, of State
Corporations, it trtas
recommended tlmt the
Inspectorate of State
C orpor ati o n i nv e s t i gat e
the process ofexchange
of the twofarms
Ndabibi and Molo. The
corporation is still
av,aiting this report to
enable completion of
the transfer of property
an,l issuance of title
deed.

. The Corporation in
collaboration with the
Governntent of Kenya
and the County
Governntent of Nakuru
have agreed to
establish a police post
in tlte farm in order to
address the issue of
Security and squatters
and enable the
Corporation to utilize
the land

o In order to enhance
tr ansfer and pr o c e s: s ing
of titles u,e have
launched deed planfor
L{N6. 2059111t9
t our

Corporation's
Secretary

Not
resolved

3Otl'June
2020

Annual Reporr & Fina,cial statemerr -z}LglzfiLg 3t



Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor Managernent comments Responsible

officer

Status:
(Resolved /

Not
Resolved)

Timefram
e:

(Put a date
wlten you
expect tlte
issue to be

As reported also in th
previous year, the
Corporation land,s net
book value of Kshs.
521,573,000 as at 30rt, June
2017 disclosed under Note
22(a) excludes the value of
Iand L.R No. 10668
measuring about 2,90g.42
acres known as Hoiire
Farm. Further, the
Corporation does not have
ownership documents to
this parcel of land. It is also
not clear and the
management has not
explained how the Home
Farm parcel of land was
allocated to private
developers inyear 1994
and the effects on the
operations of the
Corporation in fulfilment
of its mandate

ii) Garissa Irrigation
Project Land

The Property, plant and
equipment balance of
Kshs.684,283,000 as at 30
June 2017 still exclude the
value of land measuring
319.4 hectares located in
Garissa municipality u,hose
value has not been
detennine, despite a
disclcsure under Note i 9 to
the financial statements for
2015/2016 that the unir,s
assets \irlete inel.ged and
included in the

ii) Hom e Farm Land

ration's financial

Contpany Advocates for
certiJicate of Tttle to the
Ministry of Lands &
Housing. This
Certificate of Titte will
then be transfeted to
the ou,ner of Asante
Fornt in exchange for
tlte title of Asante Farnt
The issue of Home
Farnt LRl0668 is under
investigation by the
Ethics and Anti
Corruption (EACC),
The Corporation is
owaiting the conclusion
of the some.

B), the Time this land
was handed over to the
Corporation, there was
no value attached to it.
However, the
Corporation has since
secured a title deed
and efforts are being
made to have it valued
and iriciudeci in the
Corporation's books

Cheptunto and

Corporation's
Secretary

Corporation
Secretary

Not
Resolved

Not
Resolved

3Otl'June
2020

30ri'June
2020

Annual Report &- Finaneial Srat erl"rltst -rfit * trtnt o
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1

;

Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor Responsible

officer

Status:
(Resobed /

Not
Resolved)

statements.
In view of the foregoing,
the completeness and
accuracy of property, plant
and equipment balance of
Kshs. 684,283,000 cannot
be ascertained

pital Work-in-progress
As reported in the previous

year and as highlighted

under Note 22(c) to the

financial statements, the

capital work-in-progress

balance of Kshs.

553,618,000 as at 30 June

2017 includes a

construction project at

Suam Orchard in Kitale

valued at Kshs. 9,978,000

that lvas started in the year

2006.In addition, the

capital-work-in progress

includes an amount of

Kslrs. 4,899,287 relating to

proj ects that hav e remained

idle for the last five (6)

years. In the

Circumstances, I am

unable to confinn the

camying value of the

Ca

The corporation has had
financial constraints to
facilitate completion of
these projects. However,
efforts have been made to
complete most of the
projects especially the
Eco-houses to make them
habitable and we are in
the process of evaluation
for possible issuance of
completion certifi cate to
facilitate c apitalization.

Head of
Business

Development)
Resolved 30't June

20t9

Timefram
e:

(Put a date
when you
expect tlte
issue to be

Annual Report & Financial stareffie*r -z}i,Blzllrg .D .!
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Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor Responsible

officer

Status:
(Resolved /

Not
Resolved)

Timefram
e:

(Put a date
when you
expect the
issue to be

works in progress

reflected in the financial

statements ofKshs.

553,618,000 as a 30tl,June

2017.

capital

The investment balance of
Kshs. 467,283,000
reflected in the statements
of position as at 30th June
20I7 includes afirounts
relating to investments in
shares held in chemelil
Sugar Co. Ltd Kshs.

Information available

Company, Kenya
Growers Co-op

Union u,itir inrzestments
totalling lfths. 42,777,AA0
are either in receiyershi

203,592,000, Development
House Kshs. 90,251,000,
Muhoroni Sugar Company
Kshs. 41,342,000, Kenya 

-

Co-operative creameries
Kshs 4,151,000, Kenya
Grain Grower's Co-op
Union Kshs.l,404,OO0,
Kenya Seed Company Ltd
Kshs. 174,014,000,
Pyrethrum Board of Kenya
Kshs 36,000, Kenya
Planters'Co-op Union
Kshs.31,000 and Agro-
Chemical and Food Ltd
Kshs. 16,900,000 which
were acquired between
1975 and 1995.

i\4ultqroniindicates that

Grain

por
uidation. In add rtron

Investments

As disclosed in the
financial statements under
note 35. The Corporation
did not provide for
divided due to a change in
dividend policy by Kenya
Seed Company as the
company pays dividend as
a percentage of profits for
the year contrary to the
earlier policy where the
company adopted a fixed
dividend policy.

provision for amortization
of its share in KCC hence
writing them off.

companies that have since
been restructured rvill turn
around

The Corporation upon
Information thatKenya
Co-operative creameries is
now wholly owned by the
Government as the New
KCC did a t00%

For the other companies
the corporation is liopeful
tliat doile of the

Financial
Controller

Not
Resolved

J
30tl'June
2020
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Tinoefram
e:

(Put a dote
wlten you
expect the
issue to be

I

Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor

Responsible
officer

Status:
(Resolved /

Not
Resolved)

& Food Company with the
Corporation's investments
totalling Kshs.220, 492,000
have been making losses
and have not paid dividend
for a ,:onsiderably long
tinre. fhe value of flre
investments in these
companies is therefore
doubtful and ma1, not be
recovered. However, no
provision has been made in
the financial statements for
the diminution in value of
the investment.

ompany,Chemelil CSugar
a PlantersKeny Co-op

Unlon and SChemicalAgro

Biological assets
i) Valuation

The consolidated
statements of financial
position refl ects biological
assets valued Kshs.
1,471,633,000 as at 30
June, 2017. Included in this
figure is an amount of
Kshs. 989,033,000 relating
to crops as disclosed in
Note 24 to financial
statements. It was noted
that the value 'special
crops-plantations' as at the
end ofthe year under
review remained the same
at Kslrs. 772,336,240 as
was similarly reported in
the financial year
201 5 /201 6. No valuation

to confirm how the
value of kshs.772

was vllepoft ded forpro

40a
J

The Corporation has been
valuing this class of
special Crops- Plantations
which is mainly trees
based on the age ofthese
trees. Hotvever, and to
conform with the
provisions of IAS 40,we
sort guidance from the
Kenya Forestry
Service (appe ndix) on the
best practice in carrying
out this exercise

.qnfo rtunat€-l y-.tho ugh th ey
were willing to guide on
the same it was not

Annual Reporr & Fiua*eial srate*rerlr -za}.uzfilig el, P
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Refere
nce No.
on the

externa
I audit
Report

Issue / Observations from
Auditor Responsible

oflicer

Status:
(Resolved /

Not
Resolved)

Timefram
e:

(Put o date
when yzy
expect the
issue to be

C-onsequently, the accuracy
of valuation of ,specia.l

crops-plantations, during
the year under review
cannot be confirmed.

ii) Purehase of livestock
Information available
indicate that rhe
Corporation received an
amount of Kshs.
250,000,000 from the
Bovgffiment during the
year under review for
purchase oflivestock as a
mitigation to the
pastoralists against loss
due to drought. Schedules
provided for audit shows
that the Corporation
acquired 4008 animals at a
total cost of Kshs.
i05,609,000. After
effecting the loss of 60
animals and deaths of 770
animals, the management
reported a net value of
Kshs. 86,714,000 for
animals. However, this
amount is not reflected in
the value of biological
assets of Kshs
7,471,633,000 as at 30
Iune,2077.
Consequently, the value of
biological assets of l(shs.
1, 47 1;633,000 reflecteci in
the financial statements is
not completed or fairly
stated.

was arrived at e to do it within the
year under review. It is the
management view that
one year values would not
materially affect the
fairness of its financial
statements.

possibl
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Trade and other payables
i) The consolidated
statement of financial
position as at 30 June2017
reflects trade and other
payables balance of Kshs.
1,267,914,000, which
includes trade and non-
trade creditor figure of
Kshs.744,162,000 and
Kshs. 523,751,000,
respectiveiy. As reported in
the previous years, the non-
trade balance of Kshs.
523,7 5 1,000 includes audit
fees totaling Kshs.
18,888,080 that have been
outstanding since 1995. No
satisfactory reason has
been provided for failure to
pay the fees.

ii) The non-trade creditors
balance also includes
unremitted statutory
deductions of Kshs.
27,842,832, Kshs
26,932,115, Kshs.
57,934,238 and Kshs.
60,454,532 for Pay As you
Earn (PAYE), National
Social Security Fund
(i.isSF), Pension and
Agdeco society deductions
respectively, dating back to
1998.

. These outstanding debt
and liabilities have
accumulated over the

)t€ars when the
Corporation was

fi nanc ial ly c a ns tr ai ne d.
The Corparation has
commenced clearing
tlte debts on
installments as

follows:-
National Social
Security Fund
(NSSF)This relates to
unrernitted
deductions, with
special and statutory
andpenalties charged
thereon. In 2014/15
the Corporation
entered into a
repayntent
arrangenxent yvith

//.9,SF in'wltic h Ks hs.
l.lm is paid on a
ntontltly basis

a

iii) The trade and other
payables balance for the
year then ended, Iike in
Pfyiouq years, includes an
outstanding balance of
Kshs.267,27 9,4 7 6, pa),abl e

o Pension SchenteThis
relates to un-rentitted
pension deductions to
ADC Pension Scheme.
A repayment
arrangenxent ltas been
agr"eed witlt Zintele
Assets A[anagers -
v,ho are the Schente
Adntinistrotors in
whiclt Corporation is
paying Kshs. 30(),000
tovi,ards tlte arrears
v,hile reniltting tlrc
current dleductions.

On Sat,a

Financial
Controller

Timefram
e:

(Put a date
wlten you
expect tlte
issue to be

30th June
2020
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Ltd in respect to feftilizer
supplies. The amount
includes Kshs. I 12,219,009
being interest charged at
the rate of 18% per annum
on the number of days in
default as at 30 |une 2014.
Any interest that may be
accruing to the account has
not been included in these
financial statements from I
luly 2014 to date. The
matter is still in court.

M/S Supplies and Services and Credit Society
. The Corporation is

paying l{shs. lnt to
liquidate the
outstanding amount in
addition to paying the
current deductions.
For tlze other
creditors, the
Corporation continues
to make payment on
first infirst come basis
but where it is unable
to settle the antount in

full due to financial
challenges we enter
into a repaytnent
program wtth the
creditors in order io
ensure continued
supply of goods and
sertttces

Grants Reserves
The consolidated statement
of financial position
reflects a balance of Kshs.
2,7 32,61 6,000 Q01 5 /201 6
-Kshs. 1,742,616,000)
under Note 28 to the
financial statements, the
amount includes grants
from various sources.
During the year, the
amount of grant from the
Goverrunent of I(enya
increased by Kshs.
990,000,000. The amounr
of inct'.r.o inol,,A^^ -r/^L^

. artwr uuvJ I\DIIS
50,000,000in respect of
drought rnitigation grant
recorded but not received
as of30 June20i7.
Further there is no

During the year the
corporation had been
allocated Kshs
300,000,A00 out of
which Kshs. 50,000,000
ltad not been received
by the end of the year.
Efforts are being ntade
to ltave the same
remitted by the
Mip.ist4,.

Chief
Accountant Resolved

i
i

I

I

6
30ft June
2018

i
LIAnnual & Financiai Stareruenr -2&78i2A1q .Ln



Issue / Observations from
Auditor

Responsible
officer

Status:
(Resolved /

Not
Resolved)

this amount will be
received in future and
consequently it is not
possible to confirm the
validity of the grant
receivable to the extent of
Kshs. 50,000,000. In
addition, the comparative
figure for grant reserves of
Kshs. 1,742,616,000
include an arnount of Kshs.
31,414,000 that was not
supported.
Consequently, the accuracy
and completeness of the
grant reserve balance of
Kshs.2,732,616,000
reflected in the financial
statements cannot be
confinned.

documentary evidence that

7

Receivables from
exchange Transactions
i) As reported in the
previous year, trade and
non-trade receivables frorn
exchange transactions
balances of Kshs.
394,087,000 and Kshs.
I 94, I 50,000, respectively
as at 30 June, 2017 and
disclosed under Note i 9 to
the financial statements
included an amount of
Kshs. 9,859,415 that has
remained outstanding for a
long period of time dating
back to 1980. In addition,
the management has not
provided the analyses of
the specific provision of
Kslis. 52;499,000 for, bad
and doubtful debts for

I

a

l

| 'i I

Refere
nce No.
on the

externa
I audit
Report

Timefram
e:

(Put a dote
when you
expect tlte
issue to be
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basis for detennining the
general provision of
Kshs.4,909.000 has not
been explained.

ii) Included in flre non-
trade debtors figure of
Kshs.194,i50,000 is an
amount of Kshs. 7,226,797
(2015/20t6 -Kshs.
3,7 82,7 39) described as
Iost cash. The current
financial year includes an
amount of kshs. 2,065,000
that has been attributed to
Ioss of imported potato
seeds that were rotten on
arrival and further loss of
Kshs. 1,i50,900 worth of
potatoes that was destroyed
in a fire. It is not clear why
the Corporation had not
insured the consignment to
mitigate against such loss.
Further, an amount of
Kshs.4,507,63 5 described
as provision for obsolete
iterns/loss on investments'
represents.

iii) In addition, the
non-trade debtors include
deferred grants of Kshs.
70,A00,000 receivable
from the parent ministry.
However, no documentary
evidence .rruas prorri deci -

during the audit to indicate
thatthe amount u,ould be
received in the foreseeable
future.

audit revtew the
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ii) As repofted in the
previous year, verifi cation
of records in20l512016
revealed that the Iease
rental receivables totalling
Kshs. 214,458,668 had not
been included in the
financial statements for
201612017 to record this
omission.

In vierv of the above, it has
not been possible to
confirm the completeness,
accurady aiid recoverability
ofreceivables from
exchange transactions and
non-trade transaction
figures of Kshs.
394,087,000 and Kshs.

I 000 vel
National Livestock
Project
The consolidated statement
of financial position and as

disclosed under Note 20 to
the financial statement
reflects an amount of Kshs.
32,412,000 in respect of
National Livestock project
account that is claimable
from the Ministry
Corporation. The project
started in2006 rvhen the
Government granted ADC
Kshs 198,000,000 to
purchase livestock under
the emergency off take
programme in drought
stricken arid areas. The
Corporation incurred costs
totalling Kshs 3 2;4 12;000
duri the o11

Timefram
e:

(Put a date
when you
expect tlte
issue to be

I
i
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operation. The following
unsatisfactory matters have
also been note:
i) The projecr has been

reporting Iosses over
the years while a
similar Livestock
enterprise under ADC
is ever reporting
profits.

ii) The current account
balance of Kshs.
32,412,000 is not
supported by demand
notes to the Ministry
of Agricuiture and as
such it is not possible
to confirm the debt.

The Project did not prepare
financial statements auiing
the year, and as a result, it-
is not clear how operating
overheads were
apportioned between ADC
and the National Livestock
Project. In addition, the
state of financial
performance and financial
statements

maintenance

proJ

and dailv
theofrunnmg ect

Facilities
The consolidated statement
of fi nancial performance
reflects an amount Kshs.

revenue from facilities for
the year ended 30 June,
2017, vthich is a drop of
I{sl-rs. 97,85 9,00A, from last

Rental Revenue from

0 under rental

s of I(shs.

The ObiAii'ed is.

attributed to lease
rentals in Galana ranch
thr which were
suspended due to the

Galana Ifulalu

R*p I

I
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787,625,000. The
management attributes the
shortfall to the stopped
leases in Galana by the
Govemment to create
space for Galana/Kulalu
Food Security Programme.
Evidence available indicate
that the ]essees are still
occupying the land and it is
therefore not clear why the
management has stopped
accruing and receipting the
lllCOme

Food project by tlte
Government. Some of
the lessees ltatte gone to
Court stghting this
interference and we
await tlte outconte of
these cases. A
disclosure note has
been nmde in the

financial staternent to
this ffict.

l0

Management Fees
The consolidated statement
of fi nancial performance
reflects an amount of Kshs.
1,634,000 in respect of
management fees. This
amount is attributed to an
agreement entered into
between Agricultural
Development Corporation
(ADC) and National
Disaster Management
Authority (IrtrDMA) on
' Commercial Destocking
for Drought mitigation on
8 March 2017. According
to clause 5 on Costs and
Payments, the Corporation
was to receive Kshs.
19,136,867 on signing of
the agreement. This
amount was to used for
purchase, translocation and
managing i,000 heads of
cattle fol three months and
a furtlrer Kshs. 38,273,733
thereafter for the additional
2,A00heads of cattle. ADC

sed atwas to be

Arrriual Report & Finaneial Statenrerrt -201812fi19 uGl4A
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as management fees.
Exarnination of the
Corporation documents did
not disclose details of
amount received from this
agreement and how it was
applied.
In'"'ie'w of the foregoing,
the completeness and
accuracy ofthe
management fee figure of
Kshs. I,634,000 ait:O
June 2017 cannot be
confirmed.

0/=Kshs 3 wcoper per day

As Reported in the
previous years, the
Corporation lost a sum
Kshs. 24,447,500 through
fake bank deposit slips il
respect of sale of fertilizer
in Eldoret. TIie fertilizer,
which was part of 40,000
bags of imported grade

-*orth Kshs. I I1,6g0,000
had for unclear reasons
been stored in a private
store in the town.
According to information
available, the mode of
pa;r:ient was to be either
through direct bank

adopted tlie direct bank
deposits method v,rhere and

Loss of Fertilizer

as a result of u,eak

and judgment delivered on
28'h April 201I where the
court in its t+,isdom
acquitted the accused
persons under Sec. 215 of
criminal procedure.
The judge Mt.. Shiunciu in
ltis ruling observed that
the burden ofprotte lies
with the prosecution, and

cases were lteard

that the prosecution did
not prove their case
against the accused
persons beyond
reasonable doubt.

absconded ADC ltas

The. invest i gating ffi c er
and a crucial witness it.t
this case were not called
tn to testify and his
evidence/testinxorry was to
produce in court the
thlsified or forged
aocul??ents.

On tlte I't accused Lcaack
Iiiprop Chuma u,ho

These

oeen
llov, ihe maffer

Corporation
Secretary

Not
Resolved
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