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I. CORP E INFORMATION

n

lProduce Bocrrd wos estoblished by Chopter33S Act of Porlioment on 8th August 1985.
Boord is represented by the Cobinet Secretory for Agriculture who is responsible for the

strotegic direction of the Boord. NCPB is domiciled in Kenyo ond hos severol bronches
counlry

of the Boord ore:-

ogriculturol produce, i.e. moize, wheot, rice, beons, millel, green groms ond sorghum
Mon ent of the country's Strotegic Groin Reserves (SGR) ond Fomine Relief stocks on Agency

eholf of the Government of Kenyo
of groin reloted services of storoge, quolity mointenonce ond storoge focilities to third
d,
n ond sole of form inputs

culturol commodity monogemeni ond lroding orgonizotion in the world

ond foir trode in commodities through reseorch ond morket developmenl, ond ensure thot
essibility of commodities to oll

on ond Mission, the following Core Volues ore our guiding principles

d Honesly
ond foirness ond
lism

served the entity during the yeor were os follows

lngo OGW, EBS, CBS
Song
on S. K. Terer

Mogut
Womboo
Hutchinson
is Gichuki

t M Ambutsi
OIe Shege

T

- Choirmon (Appointed on 28rh Morch 20lB)
- Ag. Monoging Director (Appointed on 23,o Moy 2018)

- Monoging Director (Resigned on lTrh Moy 2018)
- Member (Appointed on 2nd October 2015)
- Member (Appointed on 2nd Ociober 2015)
- Member (Appointed on 2nd October 2015)
- Member (Appointed on 8rh August 2016)

- Alternote to PS , Stote Deporiment of Speciol progrommes
- Alternote Director to the Permonent Secretory
Notionol Treosury
- Alternoie Director to the Permonent Secretory
Minislry of Agriculture, Livestock ond Fisheries

J

ph T Mokheti

bosis on
Provision
porties

Vision Stotemenl

. lntegrity

Mrs.
Mr
Dr.
Mr
Mr
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Corporole Heodquorters

Nyumbo yo Nofoko
Mochokos Rood
P.O. Box 30586
Noirobi, Kenyo

Corporole Contocls

Telephone: 254(20ll 536028/555288
E-moil: md@ncpb.co.ke
Website: ncpb.co.ke

Corporote Bonkers

Kenyo Commerciol Bonk
B.O. Box 48400
NAIROBI

lndependent Auditors

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

Principol Legol Advisers

The Altorney Generol
Stole Low Office
Horombee Avenue
P.O. Box 4O1]'2
City Squore 00200
Noirobi, Kenyo

2. Cooperotive B

B.O.Box 48231
NAIROBI

2. Advocotes
Vorious
A list is ovoil

4

of Kenyo 3. Consolidoted
Koinonge
NAIROBI

ble ol the Boord
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OF DIRECTORS

Muteo lringo, Chqirmon, OGW, EBS , CBS, ndc (K)

on on 28rh Morch 20 lB. Hos over 25
years' experience in public service hoving siorted his coreer os on
Assistont Secretory in the Ministry of Locol Government, loter io the
Office of the President os o District Officer, where he rose to become o
Senior District Commissioner ond loter promoted to secretory in chorge
of internol security.

He served os Permonent Secretory in the Ministry of Stote for Provinciol
Administrotion ond loter Principol Secretory, Ministry of lnterior ond
Coordinotion of Notionol Government ond lnlernol Security ond finolly
Principolsecretory Ministry of Stote for Defence.

Holds o Moster's Degree in lnternotionol Studies ond o Bochelor's
Degree in Politicol Science from the University of Noirobi. He is olso on
olumni of Notionol Defence College (NDC) where he studied policy
ond strotegy formulotion. He hos troined in monogement ond security
in Kenyo School of Government ond lnternotionolly in USA ond lsroel.

' Albin Song, Ag. Monoging oirector (Appointed on 23'a Moy 2018)

, Albin Ruto Song holds o Mosier's Degree in Monogement of
' Agriculturol Knowledge systems from the Wogeningen Agriculiurol

University (cunently Wogeningen University ond Reseorch) ond o
Bochelor's degree in Agriculture from the University of Noirobi.

: He joined the Civil service in 1983 os o Livestock Production Officer
, ond wos loter oppointed os o Monoger of the Notionol Doiry
' Development Project funded by the Royol Netherlonds Government.

He worked os o Project Monoger for Notionol Doiry Development
Project, lhen os o Senior Deputy Director of Livestock Production in
chorge of Livestock Reseorch Monogement.

He is o Boord Member of Kenyo Forum for Agriculturol Advlsory
Services (KEFAAS) ond hos been o technicol representotive of the
Deporiment of Livestock on Eost Africo Community Motiers. He hos

, undergone troinings in ogriculture ond monogement from different
universities ond olher institutions like University of Colorodo; Denver;
Egerton University, ond Kenyo's school of Governmeni.

Newton S.K. Terer, Monoging Direclor (Resigned on 'l 7th Moy 2018)
i

Born I 962, wos oppointed Monoging Director in 2014 onO seiveO up to
lTrh Moy 2018 when he resigned. Before his oppointment, he hod over

' 25 yeors' experience in Bonking ond Finonce, hod worked with the
Agriculturol Finonce Corporotion os Generol Monoger Operoiions ond
held senior monogement in mojor finonciol institutions like Gulf Africon
Bonk, Equity Bonk, Consolidoted Bonk ond Kenyo Commerciol Bonk
(KCB). Holds o Moster of Business Administrotion (MBA) ond Bochelor of
Educotion degree in Economics from Moi University ond Kenyotto
University respectively.
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Mrs Ann Womboo. tLB,MBS, Boord Member

Born 1949, hos over 30 yeors of experience hoving worked with
Agriculiurol Society of Kenyo (AsK) ond Noirobi lnternotionol Trode Foir
(NITF) os well os the Electorol commission of Kenyo (ECK) ond Notionot
council of women of Kenyo (NCWK). tiotds c Bochelor of Lows (LL.B)
from the University of Noirobi ond o diplomo in Educotion from

, Kenyotto Universily.

Mr. Nicholos C. Hutchinson, Boord Member

Born 1950, hos extensive business monogement experience hoving
previously worked in Eost Africo (Monsonto compony), Europe, North
Americo ond South Asio. He is curren|y the Monoging Director of Ungo

r Group Limited ond o director ot Kisimo Forn-r Limited ond sunpowLr
Products Limited os well os choirmon of Miller Associotion of Kenyo.
Holds o BsC Degree (Hons) from the University of London

Dr. Frqncis Gichuki, Boord Member
Born 1950, on ogricullurol ond irrigotion engineer. He hos reseorched
ond speciolized in soil ond woter engineering (lrrigotion, droinoge,
woter horvesting ond soil /woter conservotion). Hos tought o1 the
University of Noirobi for mony yeors. currenfly lhe leoder of lntegroted
Bosin Woter Monogement systems theme of ihe chollenge progromme
on Woter ond Food. (r^nyw,_r:ygieftqiilor.Jeili) Holds o phD from the Utoh
Stote University, USA.

Phillip T. Mokheti, Boord Member (Alternote lo pS, Stote Deportment of
Agriculture)

Born ,l959, A coreer civil servont with over 30 yeors'experience. hos
served in different copocities from o lecturer ot songolo lnstitule of
Science ond Technology rising to Ag. Deputy DireJtor, Agriculture
Morketing ond Agriculturol Advisory Services Division in the Mirrislry of
Agriculture Livestock ond Fisheries. Holds o Azloster of Science Degree in
Agriculture ond Rurol Development ond o Bochelor of Arts degree from
Kenyo Methodist Universiiy ond il-re Universily of Noirobi respeclively.

6

Mr. Silos Mogul, Boord Member

Born 'l 965, o coreer teocher ond on octive former, hos l-reld mony ,

leodership positions in vorious schools over the yeors. Hos served os
choir of Uosin Gishu counly Schools Sports Associotion. He is o Boord
member of the Nobre sovings ond Credit cooperotive (SACCo)
society Limited bosed in Uosin Gishu county. Holds o Bochelor of
Educotion degree from Moi University.
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Vincent Motioli Ambutsi, Boord Member (Allernole to PS, Stole
Deportment of Speciol Progrommes)

Born 1966, Ae hos over 22 yeors' experience in Public Administrotion
ond Disoster Risk Monogement. He begon his coreer os o district officer

' ond went on to become ihe Under Secretory in the Ministry of Speciol
Progrommes, where he is currently the choir of ihe Notionol Disoster Risk

Monogemeni Strotegy. He olso leciures of the Notionol Defence
College on disoster reloted courses. He holds o Moster in Public

, Administrotion from Moi University ond o Bochelor of Arts degree from
the University of Noirobi. He wos oppointed on Stn September 2016

Mr. Dqvid Oleshege, Boord Member Represenling lhe Notionol
Treosury

A coreer odministrotor with vost experience in monogement. He begon
, os o district officer ond rose through the ronks to become o County
' Commissioner working in differenl ports of the country. He holds o
, Moster of Arts ond Bochelor of Arts degrees respectively.
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III. MANAGEMENT TEAM

Albin Sang, Ag. Managing Director (Appointed on 23'd May 2018)

Albin Ruto Sang holds a Master's Degree in Management of Agricultural Knowledge Systems from the Wageningen

Agricultural University (currently Wageningen University and Research) and a Bachelo/s degree in Agriculture from the

University of Nairobi.

He joined the Civil service in 1983 as a Livestock Production Officer and was Iater appointed as a Manager of the National

Dairy Development Project funded by the Royal Netherlands Government. He worked as a Project Manager for National

Dairy Development Project, then as a Senior Deputy Director of Livestock Production in charge of Livestock Research :

He is a Board Member of Kenya Forum for Agricultural Advisory Services (KEFAAS) and has been a technical representative of the Department of
on East Africa Community Matters. He has undergone trainings in agriculture and management from different universities and other institutions like

; University of Colorado; Denver: Egerton University, and Kenya's school of Government

ent.Managem

Newton S.K. Terer, Managing Director (Resigned)

Born'1962, was appointed Managing Director in 2014 and served up to 17ir,May 2018 when he resigned. Before his
appotntment, he had over 25 years'experience in Banking and Finance, had worked with the Agricultural Finance Corporation
as General Manager Operations and held senior management in major flnancial institutions like Gulf African Bank, Equity Bank,
Consolidated Bank and Kenya Commercial Bank (KCB). Holds a Master of Business Administration (MBA) and Bachelor ol
Education degree in Economics from Moi University and Kenyatta university respectively.

Cornel K. Ngelechey, General Manager, Finance and Procurement

He joined the Board in 1990. Has over 27 years'experience rn financial management in various capacities having previously
worked wtth Kenya lndustrial Estate (KlE). Holds an MBA (Finance), BA (Economics and Business Studies) from University of
Nairobi and Kenya University respectively and CPA (K) as well as a Trustee Development Programme Kenya (TDpK) certificate
of proficiency. He is a member of ICPAK. He is responsible lor overseeing the Finance and Procurement functions in the Board.

John Ndonga Mburu, Sales and Marketing Manager
He joined the Board in 1996. Has experience of over 20 years in Corporate Planning (Research and Business Development)
SalesMarketingfunctions.PossessaBachelorofScienceDegreeinStatisticsfromtheUniversityofNairobi Heisresponsible
for the attainment of sustainable marketing activities through the development and implementation of appropriate policies and
strategies.

8
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John K. Ngetich, Board Secretary

Joined the Board's Legal Department in 1999 after previously working for Hilian lnvestments (K) Limited, A 0ualified advocate, he holds a Bachelor

of Laws and BA (Political Science) degrees as well as a Post-graduate Diploma in Law. He responsible for overall Overseeing and undertaking all

legal aspects of the Board's Business and secretarial services.

Bernard K. Yegon, [1anager, Risk and Compliance

Jolned the Board in 2014 as lnternal Audit l\/lanager. Possesses over 15 years'expenence in internal audit having previously worked with County

Govemment of Kericho and James Finlay Kenya Limited. Holds 8COM. (Accounting) degree lrom Kenyatta University and a CPA (K). He is a

member of ICPAK, llA & ACFE. Responsible for ensuring that the Risks / threats against attainment of the Board's strategic and operatonal plans

are identilied in advance and ensuring that applicable statutory laws and regulations; Eoard's policies; procedures and quality standards are

implemented and adhered to by all concerned.

Evans S. Wasiko, Human Resource illanager

Has over 25 years'experience in Human Resource Minagement. Has held leadership positions in sports administration and the Cooperative

Movement. Holds a BA Degree in Human Resource lManagement from Kenyatta University, a Higher Diploma in Human Resource Management

kom Kenya National Examination Council (KNEC), a Diploma in Labour Studies and lvlanagement from Kenya Polytechnic as well as a Trustee

Development Programme Kenya (TDPK) certificate of prol'iciency and an intemational volleyball refereeing certificate. He is Full Member of the

lnstitute of Human Resource Management (IHRM). He is responsible for organising and administering all HR Management Services for the

efficient and effective utilisation of the Board's Human Resources by attracting, maintaining and enhancing the organisation's human resources.

Fredrick K. Siele, Services Marketing Manager

He possesses over 20 years' experience having previously worked with the Teachers Service Commission (TSC). Possess an MA (Business

r Administration) and MSC (Food and Agriculture Marketing) as well as a BA (Rural lndustrles). Responsible for ensuring optimum revenue from
: hiring out grain related services such as storage/warehousing, grain drying, weighing and lumigation through effective marketing of these services

' to potential clients

: Ro..r.ry l. Kweya, Research and Business oeveiopment Manager

Possesses over 20 years' experience in the Board's Operations, lvlarketing

and a Bachelor Degree (Agriculture). Responsible for advising the Board

and pricing projections, with regards to: grain purchasing (domestic produr

market potentials and distribution (market segments and imporls

and Research Departments. She holds a Master of Science (Marketing)

on short and long term strategic planning issues concerning quantum

cers/suppliers and imports); grain markets, consumption, private sector

Jones M. Kanyaa, Operations Manager

Joined NCPB in 1990 after having previously worked with Govemment Chemist. Has worked in the Board's Operations and Marketing functions.

Holds a Eachelor of Science Degiee in Food Science and Technology from the University of Nairobi and a Certificate in Sustainable Agriculture.

Responsible for overseeing Board's activities relating to stocks and commodity procurement, management and distribution as well as the quality of

various products.

Titus Kiplimo Maiyo, Corporate Affairs Manager

Joined the Board as a Regional Sales Representative in 2006 and later became a Public Relations Oflicer. He has 10 years'experience in Public

Relations practice and holds a Master of Science in Communication and Journafism, a Bachelor of Arts in Linguistics; both from Moi University

, and a Postgraduate-diploma in Mass Communications from Kenya lnstitute of Mass Communication(K|Mc). He is a member of the Public

Relations Society of Kenya (PRSK). He is responsible for creating and maintaining a favorable corporale image by communicating the Board's

programs, activities and standpoints through elaborate communication policies and strategies.

9
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Possesses over 25 years' experience in grain management, Consultancy and Lecluring. Holds a Master of Business Administration Degree(Skategic Management) and a Bachelor of Science Degree (Agricultural Engineering) from tne University of Nairobi. He is a ,egisieieJ Arbitrator
under EAGC. He is responsible for establishing and implementing an effeJtive sysiem to monitor progress, impacts and successes ot proiect
activities and performance at all levels.

Jane Chebore Korir, Administration Manager

Has over 25 years' experience in office administrative functions. Previously worked with the Ministry of public works. Holds a I/aster of Artsdegree (Gender & Devt Sludies), a Bachelor of Arls degree (Eusinesi & office Management) and a Diploma in gusiness and ofllce
Management. Responsible for overseeing the administralive activities of the Board.

John M. Gichuru, Finance Manager

He possesses over 20 years' experience in linancial management having previously worked with Homegrown K. Ltd and as a Consultanl with
World Bank. Holds a BA Economics and Business Studies kom Kenyatta University and CPA (K) as well is a lrustee Developmenr programme
Kenya (TDPK) cerlillcate of proliciency. He is a member of lcPAK. Responsible ior the implementation of an appropriate .*or.ring ,yr,.r,.
producing linancial reports and maintaining sound financial records.

1 Mwuoka Mwango, Technical Manager

i---

i if:,:::1,,^1 ff:r.,.^^l::I.1.1 
lr?ir,enance runclion and silo operations activities. Possesses a BSc Degree (Mechanicai Engineering) kom rhe

unrverslly 0l Narrobr and is a member of lhe Engineering Regulatory Board of Kenya (ERBK). He is responsible for the construJlion oI new capitatI facilities and the maintenance and repair of all the existing Boird's buitdings, Silos, Stoies, plants and Machinery

Josphat K. Githuku, lnformation Communication Technology Manager

Possesses over 20 years' experjence in information lechnology. Before joining NCPB, worked with NOCK, NSE and practiced as a consultant.
Holds a BSc (Mathematics and Computer Science) and a Post.graduale Diploma in Computer Science Responsible for eslablishirr3 and
maintaining a comprehensive and integrated computer based infornralion processing systems providing a ll infomtation services required in
accordance wilh NCPB's busjness strategy at minimal cost.

Ernest M. Ogwora, Manager, Monitoring and Evaluation

Ambrose Njoroge Mutua, lnternal Audit Manager

Has over 10 years'experience in lnternal Auditing having joined the Board in 2007. He has held various positions within the Boards
audit department. Holds a Bachelor of Commerce Degree (Finance) from the University ol Nairobi and CpA (K). He is reiponsiUte for
overseeing Board's internal operating controls, processes and practices by providing continuous reviews and assessmenis

Michael Karanja Wainaina, Security Manager

Possesses over 10 years'experience in Security Matters within Kenya Police services. Holds a Bachelor of Education degree from
Maseno University and is trained in Advanced lnvestigations. lle is responsible for ensuring proper and effective guarding of the
Board's properties, assets and the personnel, maintenance of law and order within the premises of the Board at all times.

Maureen Letting, Procurement Manager

Has five years' experience in Procurement and customer Relations in the Board and Post Bank Kenya Limited. Holds a Bachelor of
Bu11es1 Managentent Degree from Moi Unrversity and an Advanced Diploma from the Chartered lnsiitute of purchasing and Supply
(CIPS). She ls responsible for overseeing the procurement, storage and issuance of various goods and services in the Board and
implementation and enforcement of Procurement regulations, policies, systems and procedures.
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IV. CHAI ,S STATEMENT

Overview of Economic Review

Kenyo's eQonomy is estimoted to hove exponded by 4.9 per cent in 2017 compored to o revised growth
of 5.9 per f,ent in 2016. The slowdown in the performonce of the economy wos portly ottributoble to
uncertointf obsocioted with o prolonged electioneering period coupled with odverse effects of weother
conditions] Gpnerolly, key mocroeconomic indicotors lorgely remoined stoble ond therefore supportive
of growth fn 2OtZ. Inierest rotes declined due to the impoct of their copping thot become effective in
Septembef 20)5.

I

I

ln the morfiey morket, the Kenyon Shilling strengthened ogoinsl most of the mojor troding currencies but
weokene$ otgoinst the Euro ond the US Dollor in2017. The curreni occount deficii widened during the
yeor on dcdount of significont growth of imports ogoinst o slower growth of exports. There wos o
moderol
durins tf
in 2017 .l

bi-,itO up in inflotionory pressures moinly due to significont increose in oil ond food prices
y$or under review. Consequently, inflotion rote rose from 6.3 per cent In 2016 to 8.0 per cent

Performorfrce ocross the vorious sectors of the economy voried widely, with Accommodotion ond Food
services; lfrfdrmotlon ond Communicotion Technology; Educotion; Wholesole ond Retoiltrode; ond
Puolic A{mifistrotion regislering occeleroted growths in2Ol7 compored to 2016. On the other hond,
growths ifr rufonufocturing; Agriculture, Forestry ond Fishing; ond Finonciol ond lnsuronce deceleroted
significorltly'over the some period ond lherefore dompened the overoll growth in2Ol7.

Agricultufe 6ubsector Review

Ihe ogrri{ullure secior recorded mixed performonce in 2017 which led to o deceleroted growth of .l.6

per cen{ cOmpored to 5.1 per cent growth in 2016. Drought coupled with pests such os the foll ormy
worms {nQ diseoses led to the overoll decline in ogriculturol production in 20 17. Despite reduced
productilbnlof mojor crops during ihe period, better prices were reolized for the morketed ogriculturol
output. l

Moize pioduction declined from 37.8 million bogs in 2016 to 35.4 million bogs in 2017 resulting in huge
i,.nports Jof lmoize io bridge the deflcit. Wheot production olso declined by 23.1 per cent trom 214.7
thousonb lbnnes in 2016 to 165.2 thousond tonnes in 2017 .

I

I

Finoncl{l Highlights

Durlng theiperiod, NCPB wos oble to post net profit from ils core operotions omounting io Kshs.606million
os cornpofed to o profil of Kshs265.8 million posted io2O16l2O17 FY

I

rey Rcliviiies
l1

Moize Jitr]otion
I

I

Duringltnp tirsl holf of the yeor, the counlry experienced food supply deficit which compelled the
Goverrfmpnt to conlinue importotion of moize under the Food Subsidy Progromme to cushion
consurfreis. By the close of the subsidy progromme, NCPB hod received, cumulotively, 10.4 million x 90
Kg bo$s put of which 9.8 million bogs were sold to millers ot subsidised price of Kshs.2,300 per 90 Kg bog.
ln turnllhp millers were to sell moize flour ot KShs. 90.00 ond KShs. 47.00 per 2kg ond 1kg respectively. The
importb ujere from Mexico, Ethiopio, South Africo ond Zombio.,I

I

Durin{ thie second holf of lhe yeor, moize supplies in the counlry increosed os the horvesting picked in
key mpi4b growing regions of Norih Rift ond Western Kenyo. This wos further buoyed by high production
by nelgfiOouring countries l.e Ugondo ond Tonzonio which resulted in increosed cross - border trode
orisih{ fr$m from high moize prices in Kenyo'1 

i
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By the close of the purchose seoson NCPB monoged hod purchosed 5.5 million x 50 Kg bogs (3.6 Million
bogs) of moize volued ot Kshs. I L5 billion ot o unit price of Kshs.3,200 per 9O Kg bog

Fertilizers Distribution

NCPB imported 125,000 MI of ossorted fertilizers worth Kshs.5.07 billion for distribution to formers under
GoK fertilizers subsidy progromme. NCPB olso hondled ossorted fertilizers on beholf of the Government
supplied by YWPD ond which were olso distributed.

Wheqt Hondling

NCPB porticipoted in the wheot subsector by offering storoge ond cleoning focilities to millers os while
os formers.

Slrolegic Focus

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

underscored during times of shortoge or surplus when it becomes necessory to releose moize io the morkel
to protect the consumer or mop up surplus groin to cushion eminent exploilotion of the formers. More
importontly, distribution of fertilizers ensures occess to quolity inpuls ocross the entire country with the oim of
boosiing production for Notionol Food self-sufficiency.

To omeliorote this conflict, the Government of Kenyo through MOALF commissioned o restructuring study
thot hos so for led to the estoblishment of Strolegic Food Reserve Oversight Boord. lt is expected thot olher
recommendolions of ihe study will be implemented thot will go o long woy in enhoncing orgonisolionol
effectiveness

The key recommendotions of the study conducted by Ernesi ond Young consulting firm ore os summorised
below:-

o) Estoblishment of on independent Grqin Regulotor to regulote the groin industry in the country
b) Seporotion of the Sociol ond Commerciol roles lo enoble NCPB ploy il rightful role in liberolized ond

competilive groin morket through estoblishing o Notionql Food Security Agency.
c) Restructuring the currenl NCPB into Grqin Corporotion of Kenyo thol will deol with lhe commerciols

octivities including becoming o mojor Notionol Worehousing institution to support on-going morket
reforms.

d) Exponsion of the Worehouse Receipting System (WRS)

e) Estoblishment of o Commodity Exchonge (COMEX) thol encomposses oll ogriculturol commodities in
the region.

f) Preporing odequote Legol ond Regulolory Fromework lo govern ond ossist groin trode to prosper.

The reporl wos submitted to the Governmenl ond further guidonce on its implementotion ore being
owoited.

ln meontime, NCPB hos commenced internol re-orgonizotion to strenglhen processes thot ore key iore-
invigorote corporote performonce ond effectiveness. This is in line with the envisoged NCPB pivotol role
under the government Big 4 Action plon ond more porliculorly Food Security Agendo

K.
Mr.Muteo lringo, OGW, EBS, CBS
CHAIRMAN
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V. REPORT THE MANAGING DIRECTOR

nt continuously scons the operoting environmenl so os to institute ond odopt
ergent foctors. During the yeor under review, the monogement orgonized retreots thoi

ctivities thot included the role of NCPB under the Government Big 4 Agendo, specificolly
Iy, implementotion of restructuring study recommendotions, revomping revenue

os cost reduction initiotives. Continuous review of set short-term, medium- term ond long
fliure turnoround to profitobility, self-sustoinobility ond supp ort to government ogendo on

ent of Vision 2030 expectotions os well os gool ond strotegies sei oui in the NCPB
6-2019 /2020

Bistrotegicolly, oppropriote policies ond strolegies will continue to be put in ploce so os to
mode iowords ottoinment of profitobility ond consistently provide odequote ond

O 
f 

nO form inputs to Kenyons

rpview commenced with food supply deficit resuliing into milled flour prices rollying upwords
np Government through NCPB to implement the Food Subsidy Progromme.

ent ogenl continued execuiing intervention progrommes in monogement of SFR moize os
n of subsidised fertilizers

under review, NCPB continued with its turnoround strotegies by posting o profit from its

nting to Kshs 606 million os compored to o profit of Kshs 265.8 million posted in2016/2017 FY.

e

lurnover increoseci from7.79 billion in 2016/20117 FY to Kshs 8.23billion in
ilfer soles orising from further reduction of subsidy price to Kshs.l,5O0

Qther conditions.

201712018 FY due to
from Kshs.l,800 ond

ulotion of huge debts by the Government omounling to Kshs.l I billion is odversely offecting
e Boord. This coupled with weok working copitol meont thot NCPB hod to heovily rely on

rciol bonk borrowings despite lhe inherent risk of interest. As of the close of the yeor NCPB
otions omounting to Kshs. 4.5 billion ond Kshs.3.5 due to formers omong other pending

$ther suppliers
il
II

ifpse chollenging times, the Boord remoined resilient by mointoining o disciplined focus on
rtegy. Monogement strengihened ihe strotegic intent on controlling cost, enhoncement of
tion ond focused on development of volue oddition copocity.

olntly, NCPB coniinued to develop linkoges with other lnstitutions to oddress emergent
drjrre being the MOALF thol hos been pivotol in resolving historicol ogency tox orreors, old

{ebts, os while os consiroint in the purchose of locol moize os while os subsidised fertilizers

I

rl

V$or NCPa received Kshs.7.1 billion which wos used to purchose 3.6 million bogs x 90 Kgs of
oses. However NCPB wos still owoiting releose of Kshs. 3.6 billion to cleor the outstonding
the seoson's deliveries

t$rventions, NCPB procured ond distributed 414,400 bogs of moize on beholf of the MODP for
me ond offered storoge services for other foodstuff ond sociol intervention moteriols

t-
pr

eff ects of high form inputs, NCPB imporled ond distributed 125,000 MT of ossorted fertilizers ot
Kshs. 6.07 billion which wos sold to formers ot subsidized prices. ln oddition, NCPB received

of ossorted ferliiizers on beholf of ihe Government supplled by YWPD ond which were olso

On sociol i

relief progr

To mitigote
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ISO TRANSITION

The Boord wos certified in 2015 ond is due for re-certificotion in 2018. This will be done u
stondords. Consequently the Boord hos commenced the process of tronsition to the n
risk bosed. This meons thot os on orgonizotion plons for ils QMS, it will oble io identify risks
ond develop oction plons to oddress thern. The Boord hopes to reop from this new
provides on opportunity to reduce risks ossocioted with corrying out its mondote
delivery leoding to greoter customer sotisfoction ond ochievement of ihe orgonizotion's
The ongoing business process re-engineering is one of the octivities being corried ou
improving efficiency in the Boord ond will feed into the revision of the existing euolity Mo
(oMS).

This process will olso be informed by reviews ond recommendotions mode by
Deportments on chollenges encountered during the seoson's moize purchose process

AG. MANAGING DIRECTOR

t4

r ISO 9001 :201 5

stondord thot is

nd opportunities
os it

improve service
olity objectives.

wilh the oim of
gemenl System

Government
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VI. CORP E GOVERNANCE STATEMENTT

Corporoie G nce is the system through which corporotions ore directed, controlled ond operoted os
over its ossets ond resources. Notionol Cereols ond Produce Boord (herein ofter referred

to os NCPBII
integrity on{

siders corporote governonce to be o criticol issue towords mointenonce of business
olders' trust ond is therefore on integrol port of our operolions philosophy. Our

nce volues ore founded on the Mwongozo the code of governonce for stote
corporolionsl e Boord is responsible for NCPB's corporote governonce proctices ond os in ploce
mechonisms efrsure observonce ond report on its com plionce stotus on o regulor bosis

I

Our high ston
performonce

The NCPB iil
cop 338. Tl
who is exeC

fbs of corporote governonce ore not on exercise in complionce, but o meons of driving the

f he business ond operotions whilst monoging ond mitigoting risk.

n

oged by the Boord of Directors oppointed by ihe President os provided by the NCPB Act
BPo rd consists of eleven directors who ore non-executive except for the Monoging Director

Notobly, the Boord is composed of directors with o diverse mix of skills, experience ond
competen the relevont fields of expertise ond is well ploced to ioke the orgonizotion fonrrord. The

Boord Sec is responsible for monitoring ond coordinoting the Boord's ogendo ond popers

ond lnduction to the Boqrd

pointed in occordonce with the NCPB Act Cop 338. On oppointment, directors receive on
ring the NCPB. As port of this process, the NCPB orgonizes for regulor troining on corporote

obligoiionf
o

u
per the colendor of SACC. Directors ore odvised on the legol, regulotory ond other
director of o stote corporotion ond updoted on industry ond regulotory developments os

All directors olso hove occess to the Boord Secretory, who is responsible for ensuring thot
i[,,1T:I proce dures ore followed ond thot opplicoble lows ond regulotions ore complied with

ibilities

The Boord pirectors is responsible for providing policies ond leodership to NCPB. The Boord's duties ond
include: -

policy guidelines for monogement ond ensuring competent monogement of the business
the selection, supervision ond remunerotion of Senior Monogement;

it
rfIg thot tlre business of NCPB is conducted in complionce with relevont lows ond regulotions;

nf/oring performonce

]],ot.n, Meetinss

,lon of scheduled Boord meetings is prepored eoch yeor in odvonce ond provided to oll
e full Boord meets ot leost four times o yeor (quorterly bosis) ond speciol meetings moy be
hen need orises. Guidelines ore in ploce concerning the conteni, presentotion ond delivery of

for eoch Boord meeting to ensure thot directors hove odequote informotion ond sufficient
priote briefing oheod of eoch meeting. The Boord is in chorge of overoll strotegic direction

ed business plons which form the bosis of performonce ossessment

n ond Monoging Director

responsibilities for the Choirmon of the Boord ond the Monoging Director ore distinct ond
The choirmon provides overoll leodership to the Boord in line with principles of collective
y for Boord decisions. The Monoging Director is responsible to the Boord ond tokes chorge of

nogement in the course of effective ond efficieni running of the NCPB on o doy-to-doy bosis

p
h1

EXEC

i5

Appointmenls

{-: -_:



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND F]NANCIAL STATEMENTS
FoR THE YEAR ENDED 3or" JUNE 20l8

The Boord hos delegoted to the Monoging Director oulhority to implement Boord decisions with ossislonce
from Monogement teom.

Boord performonce Evoluolion

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

Director's Remunerqtion

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

lnlernol Control ond Audit

The Boord hos colleclive responsibility for estoblishment ond monogement of oppropriote syslems of inlernol
control ond for reviewing their effectiveness. The system of internol control in ploce hos defined procedures
with operotionol ond finonciol controls to ensure thot ossets ore sofeguorded, finonciol tronsoctions
outhorized ond recorded properly, ond thot moteriol errors ond irregulorilies ore either prevenled or
detected wiihin o reosonoble period of time.

The Boord reviews effectiveness of internol control syslems in ploce by toking into occount resulls of work
corried oui to oudit ond review NCPB by both internol ond externol oudit prouiders. lnternol oudit is corried
oui by on independent lnternol Audit Deportment thot reports to the Boord Audit Commitiee ond provides
confirmotion thot the NCPB operotions, policies ond procedures os sei by the Boord ore being complied
with' The Boord hos reviewed the NCPB syslem of internol control ond is sotisfied thol the systemis effeclive.
However, the Boord recognizes thot ony sysiem of internol control con provide only reosonoble ond nol
obsolute ossuronce ogoinst moteriol misstotement or loss.

Risk Monogement ond Complionce

The Boord of Directors hos overoll responsibility for the esloblishment ond oversight of NCpB's monogement
fromework' The Boord's oudii Committee is responsible for developing tnd monitoring NCpB risk
monogement policies estoblished io identify ond onolyze the risks foced by the NCPB to set oppropriole risk
limits ond controls. ond to monitor risks ond odherence to limils. NCPB through its troining ond monogement
stondords ond procedures oims to develop o disciplined ond constructive control environment, in wfricfr ott
employees understond their roles ond obligotions.

The Boord hos olso set up Risks Complionce Deportmenl thot evoluotes the NCPB's complionce fromework,
identifies ond monitors relevonl legislotion opplicoble ond ensures odherence to NCpB's policies os well os
legislotive ond regulotory requiremenls including chonges orising ond their impoct.

Conflicls of lnteresl

The Boord's policy provides thot Directors, their immediote fomilies ond componies in which directors hove
interests only do business with NCPB of orm's length. Where o motter concerning NCPB moy result in o
conflict of interest, the director is obliged to declore the some ond exclude themselves from ony discussion
or vote over the motter in question. Directors olso hove o duty to ovoid situotions of oppointment to
positions or ocquisition of significont interest in businesses competing with NCPB. Business tronsoctions with
directors ond reloted porties ore disclosed in notes to the finonciol stotements.

Boord Sub-committees

To enhonce the breodth ond depth of ochieving Boord responsibilities, the Boord hos delegoted outhority
to vorious sub-committees olihough the Boord retoins uliimote collective occountobility for performonce
ond corporote governonce. Commitlees of the Boord ore os follows:

l6
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Procurement Oversight

1ee2

3

4

ope , Business Development & Strotegic Plonning

Hu urce & Legol Affoirs

hove formolly determined terms of reference with defined scope of outhority, set by the
which ore from time to time refreshed to synchronize them wiih new developments ond
lines.

urement oversighl Committee

of the committee comprises of ot leost four direclors ond the Monoging Director, currently
reunder:-

a

o

a

Mr
Mr
Dr.

Mr

chinson
K. Terer

- Choirperson
- Monoging Director

a

N. Gichuki
Ole Shege

P I. Mokheti

ion. Meelings ore normolly ottended by resources from Deportments of lnternol Audit ond
nt & Complionce

reference of Commitf ee ore ochieved through review ond evoluotion of the finonciol stotus of
review of internol conlrols, consider performonce ond findings of internol ouditors ond
opproprioie remediol oclion, review monogement reports ond reporls form externol ouditors

deviotions ond weoknesses in occounting ond operotionol controls, coordinoie beiween the
function ond externol ouditors, monitor the eihicol conduct of the institulion ond consider the

nt of ethicol stondords ond requirements, including effectiveness of procedures for hondling ond
mploints, revievr ony reloted porty tronsoctions thot moy orise within the industry set out the

, responsibility ond oulhorily of the risk monogement ond independent complionce functions in
outline lhe scope of risk monogemenl work, monitor externol developments reloting to the

l1

The com meets oi leost every quorter. The ob,iective of the committee is to ossist the Boord of
Directors irf ing the finonciol stolements ond overseeing the procurement of NCPB. The committee is

respo review the quorterly finonciol stotements ond the performonce controct implementotion
Also overs implementotion of the opproved procurement plon for the finoncioi yeor

Audit ond ommitlee

The c comprises ol leost five non-executive directors, the mojority of whom sholl be independent
non-execIJ direclors, currently constituted os hereunder: -

K. Mogut - Choirperson
Hutchinson

ne M. Womboo
vid Ole Shege
lip I. Mokheti

The c meels every quorler with inlernol ouditors without monogement being present ond moy

The o of this Commiltee is to provide independent oversight of NCPB's finonciol reporting ond
internol rol system, ensure checks ond bolonces within the NCPB ore in ploce ond recommend
opp remediol oction regulorly ond ensures quolily integriiy ond reliobility of the Bonk's ond its

sk monogement. lt olso ossisls the Boord of Directors in the dischorge of its duties reloting to the
ccountobility ond ossocioted risks in terms of monogement, ossuronce ond reporting

ottend
Risk Mo

subsi
corp

The t

the N

recom
CONC

inter

rep
notu
NCPB
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proctice of corporole occountobility ond the reporting of specificolly ossocioted risks, including emerging
ond prospective impoct, provide independent ond objeclive oversight ond review of the informotion
presented by the monogemeni.

Operolions, Business Development & Slrolegic Plonning Committee

The Membership of the committee comprises of of leost four directors ond the Monoging Director, currenly
constituied os hereunder:-

. Dr. Froncis Gichuki - Choirperson

. Mr. Newton K. Terer - Monoging Director. Mr. Nick Hutchinson

. Mr. Philip T. Mokheli

. Au1r. Vincent M. Ambutsi
The committee meets of leost every quorter. The objective of the commiltee is to ossist the Boord of
Directors in reviewing the operotions, business development ond strotegic plonning of NCpB. Ihe
committee is responsible to review the quorterly operotions, business slrotegies, reseorch & plonning ond
implementotion of the strotegic plon.

Humqn Resource ond Legol Affoirs Committee

The A/embership of the committee comprises of o1 leost four directors ond the Monoging Director, currenly
consiituled os hereunder:-

. Anne. M. Womboo (Mrs.) - Choirperson. Mr. Newton K. Terer - Monoging Director. Mr. Silos K. Mogut

. Mr. Philip T. Mokheti

. Mr. Vincent M. Ambutsi
The committee meets ot leost every quorter. The objective of the committee is to ossist the Boord of
Directors in policy fromework reloting to NCPB Humon Resources ond Legol Affoirs, including policies on the
hiring, firing, remunerotion pockoge promotions, medicol, stoff loons, ond oll other moiters os spelt out in the
stoff policy monuol, troining ond stoff development, stoff welfore, code of conduct ond performonce index.

Similorly, it is tosked with the responsibility of overseeing the legol deportment ond receiving reports on the
stotus of oll legol motters including ongoing court cose molters.

Directors' Atlendonce 2O1 6 /2017 FY

N
o

Nomes Designolion Full Boord Sub-Commillees

Finonce &
Procurem
ent
Oversiqhl)

Operotions,
business
Developmenl &
Stroteoic Plonnino

Humon
Resource
& Legol
cf foirs

Audit

1 Muleo lrinqo Choirmon 2
2 Albin Sono Aq. MD 2
2 Mr. Newlon k. Terer M D {Resigned} 6 4 4 7 4
3 Silos Mooul Member r0 7 4
4 Anne M. Womboo

(Mrs),MBs
Member 8 7 )

5 Nick Hutchinson Member I 3 2 3 I

6 Dr. Froncis Gichuki Member 9 3 4 4
8 Mr. Vincent M. Ambulsi Representolive - PS Minislry of

Devolulion & Plonninq
3 3

9 Philip Mokheti Representolive - PS Minislry of
Aariculture, Liveslock & Fisheries

7 4 4 5 2

to Dovid Oleshege Representotive -PS Notionol
Treosury

5 3 2
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DISCUSSION AND ANALYSIS

of the Commodily Exchonge / Worehouse Receipt System

of WRS ond COMEX is expected to revoluiionize the groin troding in the country. This will
rs to deposit their produce during times of horvest ond sell when prices improve. The

thot, the system will curtqil exploitotive tendencies exhibited by middlemen ond smoothen
ghout the yeor

oddress the need for Government led price intervention commodity morket towords
sed morkets.

is os follows;

d Worehouse Receipt System Bill 2015 which hod been opproved on 3l't August 2016by
nt, wos referred to the Senote owing to the effects of the bill thot offect the counly offoirs

the Senote to poss oll Acts touching on devolve function. lt hod been scheduled for
ond possing of the Senote however due to time constroints it wos not reoched ond

it is expected to be brought for deboting ond possing once the Senote is convened.

trode tronsoctions ore now becoming more sophisticoted with odoption of ICT ond mobile
. NCPB hos embroced e-commerce not only through outomotion of its ICT plotfornr thot is

ch requires NCPB to work in colloborotion with county governments in the process of formers
, vetting subsidized fertilizers beneficiolly ond identificotion of fomilies ond institution for food

times of supply constroint

ES AND OPPORTUNITIES

ges thot NCPB is focing ore both hisloric finonciol ond operotionol ond which include the

riil islry of industry, Trode ond Cooperctives is currently seeking consultoncy services to support
blishment of o Commodities Exchonge. The consultont is expected to provide iechnicol

ce in estoblishing ond operotionolizing o commodities exchonge in Kenyo

ln

fo
operotionolize the WRS, NCPB is in the process of identifying ond upgroding specific storoge

ountry-wide olongside other stokeholders which sholl be used for Worehouse Receipting

lnking oll the llO depols counlrywide on on-line bosis but olso embroced mobile money ond
elec nsfers os mode of settlement for commodity purchoses ond poyment to formers for deliveries
os well her suppliers

controls in ihe identificotion of formers benefiting from subsidized fertilizers, NCPB in conjunction
ond Soforicom Ltd ore implementing o e-subsidy plotform. Ihe plotform contoins o formers'
the detoils on identificolion, ocreoge, fertilizer requirements os well os option of poying through

of Agriculture

The ,

ofo
ion of 47 devolved units in 2013, upon promulgotion of the new constitution, led to the devolution
ure sector. NCPB os o notionol entity hos depots in 46 counties with one county being served

thro morketing cenires

foll

l9

odvontoge
food supply

economic

copoble of
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Low working Copitol

NCPB's working copitol wos eroded to extremely low levels os o result of Government limitotions in meeting
working copitol injection obligotion to NCPB ond losses incurred in corrying out Government initioted morket
stobilisotion progrommes.

From previous yeors' GoK sociol intervention progrommes implemented by ihe Boord, NCPB is owed Kshs.3.8
billion. This hos led to over- relionce on expensive bonk overdroft ond loons thot servicing of interest is o
mojor droin on meogre resources

ln order to oddress the chollenges focing the Boord ond iurn it round to profitobilily, the Government of
Kenyo through the Minisiry of Agriculture commenced restrucluring of the Boord by commissioning Ernst ond
Young os the consultonts on l3[, Moy 2013.

Summory of Proposed Restrucluring

i) Chonge of nome:from NotionolCereols ond Produce Boord (NCPB) to Groin Corporotion of Kenyo (GCl'.).

ii) Seporotion of NCPB's sociol ond commerciol fur-rctions, ond creotion of suitoble entities to enhonce its

service delivery in the groin sector.

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

a Groin Regulotory Commission.

Groin Corporotion of Kenyo (Restructured NCPB).

Notionol Food Security Office Agency (Monogement of the slrotegic groin reserves ond fomine relief
stocks).

Commodity Exchonge (COMEX) Morket.

iii) The report further recommends restructuring of the bolonce sheet thot will involve settlement of NCpB
outstonding debt of Kshs. 3.Bbilllion ond o copitol injection of Kshs. 3 billion to enoble the restruciured
NCPB revomp its commerciol operotions.

Agi ng phy si c ol infro slru ctv re

Most of the sloroge focilities ore old ond some groin hondling technology being used is fosl becoming
obsolete hoving been pui in ploce in 1980s ond eorly 1990s. Moreover, some storoge focilities were set up in
remote oreos for food relief operotions thot do not breokeven under commerciol principles. The need to
morshol resources to upgrode the focilities ond mointoin stores lhot ore not economicolly vioble hcs become
o mojor chollenge to NCPB.

NCPB hos commenced depot rotionolizotion process thot will leod to sheding off of underulilized storoge
focilities. The process involves cotegorizotion of depots bosed on their business contribution ond moth-bolling
of cjepots ti'rol ore not finonciolly vioble.

Unpredictoble production treods

Arising from over-relionce on roin feed production; the ogricullurol sector hos to contend with unpredictoble
food production level. This unpredictobility results into production glut or deficils thot both coll for intervention
to olleviote suffering by the forming communities or consumers. These demonds for deployment of huge
resources thot oversiretched lhe olreody depleted NCPB working copitol.
The Government effort to refocus on irrigotion, eorly worning systems ond restructuring of NCPB is expected
to enhonce response copocily ond prediclobility of food supply situotion

20
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Noirobifor

VTII. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Notionol ls /ond Produce Boord hos incorporoted Corporote Sociol Responsibility (CSR) os on iniegrol
port its oper{l The Boord's CSR is onchored on o well-defined CSR policy. The following ore CSR octivities

the Boord
t
,tnvolved in. The Boord's CSR initiotives ore centered oround wellness, environmentol

conservotion,
sports ond tol,

n! community ossisionce; with emphosis on those economicolly vulneroble, educotion ond
development

Guided a, {.ri {oor", the following ore initiotives the Boord sponsored or wos involved in

V/ellness.

The Boord c$njunction with Lions SightFirst Eye Hospitol in Loresho Noirobi orgonized o free eye clinic in
Eldorei ffiore lhon 500 people were screened for eye problems, with lo potients being tronsferred to

/f rrs"ry.

li
A potienl 

fs rcreened by on eye speciolist during the free eye clinic in Eldoret. Next NCPB stofl visils polienls

who wereireferrec.l for surgery.

li
Environmf ntol S ustoinobility.

i

ln its efloit lo encouroge environmentol conservolion, mointoins its tree Nursery in Moi's Bridge ond from the
nursery, if donoted tree seedlings to Kosochei secondory school in UosinGishu County for plonting by the

students /orld olso porticipoied in the World Environment doy which wos held in Kosogom High School

Kisumu. buring the event the Boord donoted IOO bomboo seedlings.
li

NCPB with Bomboo seedlings donoted during lhe World Environment doy in Kisumu

Don

The identified o nurnber of needy coses ond donoted to them. ln Nokuru, it donoted dining tobles to

Ngol hool for the Deof ond olso presenled o woter tonk ond some foodstuffs to Hope Tronsitionol Centre

Loitokitok. ln oddition, the Boord porticipoted in the Kenyo Freedom from Hunger wolk. ln Embu, St

Ste fl's Children's home received school bogs while Tsimbo Children's home from Kwole County were
tn

gtve fflod ilems
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Children of hope Tronsitionql Centre in Kimono Loitokitok receive donotions from NCpB stoff

Northern Regionol Monoger Donotes school bogs ond food sluff to St. Stephen's Children's home Embu

Sports ond Tolenl development

NCPB continues to nurture sports tolent by sponsoring the Boord's Hondboll teom, Both men ond women. A
budget wos set oside for the leom's octivities like troining, Ieogue motches ond regionol tournoments

NCPB men's hondboll teqm in o post leogue motch.
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Principol o

The Boord's
wellos distril
of Kenyo ,

of fomine

Results

The o

Operoting
Le ss:

Depreci
Amortizoti
Bod ond

Net Profit

Directors

The m
memb
CAP

Aud

The
Constit
30,20r

By Ord

BO
NAI

ST

ldebts

37 4,564,983
2,294,27 5

150,000.000
526-Bs925t
606-28L989

37 6,831 ,492
7 48,970

48,000.000
425SBAAA2
26s.803-ZlO

AND PRODUCE BOARD
AND FINANCIAL STATEMENTS
DED 301'H JUNE 20I8

E DIRECTORS

it iheir report together wiih the oudited finonciol stotements for the yeor ended June 30

pol octivity is groin lrondling oncl morketing with provision of ollied services ond focilities os

of form inputs. This is in oddition to undertoking sociol functions on beholf of the Governmeni
bosis ihot relotes to the procurement, storoge, quolity mointenonce, ond distribution/sole

d commodities os well os SGR stock

s for the yeor ended 30rh June 20lB ore set out on poge 25 ond summorized below: -

before Depreciotion & Provisions

2018 2017
Kshs Kshs

1,133,641,247 691,384,402

of the Boord of Directors who served during the yeor ore shown on poge 3. The Boord

oppointed by the Cobinet Secreiory in chorge of Agriculture in occordonce to the NCPB Act
lqws of Kenyo

erol is responsible for the stotutory oudit of lhe Boord in occordonce with Article 229 of the
of Kenyo ond the Public Audit Act 2015 to corry out the oudii of NCPB for the yeor ended June

Boord

IrL
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3or" JUNE 20r8

X. STATEAAENT OF DIRECTORS' RESPONSIBILITIES

Section Bl of the Public Finonce Monogement Act,20l2, section l4 of the Stote Corporotions Act ond
Notionol Cereols ond Produce Boord Act, Cop 338 of the Lows of Kenvcr require the Directors to pi.epore
finonciol stotements in respecl of thot NCPB, which give o true ond foir view of the stole of offoirs of the
NCPB ot the end of the finonciol yeor ond the operoling results of the NCPB for tlrot yeor. The Directors ore
olso required to ensure thot the NCPB keeps proper occounting records which disclose wilh reosonoble
occurocy the finonciol position of the NCPB. The Directors ore olso responsible for sofeguording the ossets of
the NCPB.

The Directors ore responsible for the preporotion ond presentotion of the Boord's finonciol stotements, which
give o true ond foir view of the stote of offoirs of the entity tor ond os ol the end of the finonciol yeor (period)
ended on June 30,2018. This responsibility includes: (i) mointoining odequote finonciol monogement
orrongements ond ensuring thot these continue to be effective throughout the reporting period; (ii)
mointoining proper occounting records, which disclose with reosonoble occurocy ol ony iime ihe finonciol
position of the entity; (iii) designing, implementing ond mointoining internol conlrols relevoni to the
preporotion ond foir presentotion of the finonciol stotemenls, ond ensuring thot they ore free from moteriol
misstotements, whether due to error or froud; (iv) sofeguording the ossets of the Boord; (v) selecting ond
opplying oppropriole occounting policies; ond (vi) moking occounting estimotes thot ore reosonoble in the
circumstonces.

The Directors occept responsibility for the NCPB's finonciol stotements, which hove been prepored using
oppropriote occounting policies supported by reosonoble ond prudent judgemenls ond estimotes, in
conformity with lnternotionol Finonciol Reporting Stondords (IFRS), ond in the monner required by the pFM Act,
2012 ond NCPB Act Cop 338. The Directors ore of the opinion thcl the Boord's finonciol stolements give o true
ond foir view of the stote of Boord's tronsoctions during ihe finonciol yeor ended June 30, 2017, ond of the
Boord's finonciol posilion os of thot dote. The Directors furlher confirm ihe completeness of the occounting
records mointoined for lhe Boord, which hove been relied upon in the preporotion of the Boord's finonciol
stotements os well os the odequocy of the systems of internol finonciol conlrol.

Approvol of lhe finonciql stqtemenls

The Boord's finonciol stotements were opproved by the Boord on Vil=fu*e 2019 ond signed on its
beholf by:

ffi-
Choirmon clorMo
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REPUBLIC OF KENYA

P.O. Box 30084-00100
NAIROBI

FFICE OF THE AUDITOR.GENERAL

THE AUDITOR.GENERAL ON NATIONAL CEREALS AND PRODUCE
BOARD THE YEAR ENDED JUNE 2018

REPOR THE FINANCIAL STATEMENTS

Discla Opinion

I have
Board
30J

2.

The
Ksh

the accompanying financial statements of National Ce!'eals and Produce
on pages 25to 46, which comprise the statement of financial positton as at

8, and the statement of profit and loss and other comprehensive income,
changes in equity, statement of cash flow, and statement of comparison of

budget amounts for the year then endeo, and a summary of significant accounting
policies other explanatory information in accorclance with the provisiorrs of Article 229
of the of Kenya ancj Section 35 of the Pubitc Audit Act, 2015

!don s an optnion on the accompanying financial statements. Because of the
slgn of the matters described in the Basis for Disclairner of Opinion sectton of my
report,
for art

not been able to obtain sufficient appropriate audit evidence to provide a basis
opinion on these financial statements

Basis imer of Opinion

{. sa fertilizer

The of prdfit and loss and other conrpreherrsive incr:me reflects an amount of
Kshs.
the g

,466,A41 under gross sales. As disclosed in Note 1 tc the financial statements,
sales figure includes an amount of Kshs 7,97.7,795,840 describeC as sale of

ich fr.irther irrclude an amount of Kshs.4 ,447 ,912,423, relating to tertrlizer suostdv
from the .State Department for Crop Development. The management has,

provided any documents showing how this figure was deterrmineci. ln the
supporting documents, it has not been possible to confirm the completeness.

validity of the cash inflows accrued from fertilizer subsidy sales amounting to
Kshs 7,912,423 for: the year ended 30 June 2018

!ncomes

accu

nt of profit and loss and other comprehensive income reflects an amoutrt of
8,540,378 under other incomes and as disclosed under Note 3 to the financial

includes an amount of Kshs.355,831,170 relating to rental income. Examination
6f ocOments however revealed that 128 lease agreements had expired some dating

Auditcr-General on the Financial Statements of National t)ereals and Produce Boa:rd for rhe yeai endeci

30 t8
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back to 2013 but the lessees were still occupying the properties. ln addition, the Board does
not have a policy on management of rental properties. ln the circumstances, it is not possible
to confirm whether rental income of Kshs.355,831,170 reported for the year ended 30 June
2018 is fairly stated.

3. Cost of Sales

The statement of profit and loss and other comprehensive income reflects an amount of
Kshs.6,603,758,017 under cost of sales. The amount includes Kshs.5,749,587,160 in
respect of purchases made during the year out of which Kshs.5,339,739,550 relate to
purchase of fertilizer. Examination of records relating to purchase of fertilizer, however,
revealed that the Board paid Export Trading Company Kshs.76,784,570 in respect of
reimbursement for loading, offloading and stacking charges for various brands of fertilizer of
150,000 MT supplied during the year. The payment was made after confirmation by the
Accounting Officer State Department for Crop Development vide letter No
MOAL&F/FERTILIZER /2016-2017187 dated 2May,2017 that charges were payable though
not provided for in the contract. No evidence has been produced for audit review to confirm
that these costs were to be incurred by the Board. ln the absence of evidence, it is not clear
whether the expenditure was a proper charge to public fund.

4. Finance Cost

(i) The statement of profit and loss and other comprehensive incomes reflects an amount
of Kshs.592,540,061 under finance costs, and as disclosed under Note 9 to the financial
statements the amounts include Kshs.104,230,875 in respect of bank charges and
Kshs.488,309,186 relating to bank overdraft and loan interest. The Board has continued
to incur high interest charges on the bank loans for purposes of financing the purchase
of subsidized fertilizer through letters of credit from Kenya Commercial Bank which have
maturity periods of 180 days. These letters of credits are eventually converted to loans
on maturity since the Board has never been able to pay within the agreed period
occasioning the high interests charges.

(ii) Further, the management has not provided documentary evidence to support and show
how the bank charges figure Kshs.104,230,875 was determined. Consequently, the
validity, completeness and accuracy of the amount of Kshs.104,230,875 cannot be
ascertained.

5. Bad and Doubtfu! Debts

The statement of profit and other comprehensive income for the year ended 30 June 2018
reflects an amount of Kshs.15O,0OO,O00 (2017-Kshs.48,O0O,OOO) relating to provision for
bad and doubtful debts. No explanation or documentation was provided to suqport the
amount. lt is, therefore,.not clear whether the provision is specific or general.

6. Staff Costs and Wages

The staff costs and wages totalling Kshs.969,414,430 (2017 - Kshs.976,414,430) as
disclosed in Note 5 to the financial statements includes an amount of Kshs.17,255,j80 (2017

- Kshs.10,839,672) in respect of acting allowances paid to employees for periods 
'exceeding

six months contrary to the Public Service Commission Human Resource Policies and

Reporl of the Auditor-General on the Finahcial Stqtements of National Cereals and Produce Boardfor'theyear ended j0
June 2018
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{nual of May 2016 and the Board's Human Resource Policy. The Board is
(ach of Public Service Commission Human Resource Policies and its own

Human

Expenses

of profit and loss and other comprehensive income for the year ended 30The
June 2018
Kshs.635,7

under operating expenses; railway and road transport expenses of
,fi12, administrative expenses of Kshs.311,081 ,773, directors' expenses of

Kshs.10,1
supported

,439 and other operating expenses of Kshs.178,732,341 that have not been
documentary evidence. ln the absence of supporting documents, it is not

possible to
year ended

rm whether the operating expenses totalling Kshs.2,105,067,094 for the
June 2018 are fairly stated

8. Pro , Plant and Equipment

8.1. ip Documents

As prev feported, and as disclosed under Note 10 to the financial statements, property,
plant and ent net balance of Kshs.6,411,811,785 as at 30 June 2018 still include fifty-
five donor
sitting of 1

ed storage facilities whose ownership has not been clarified. Although in its

Procedures
therefore in

lMinistry an
to the

8.2. Land

As previou
still incl
deeds.

Paragrap
of an item
duties
Exami
additions
includes
Conseq
in the

Note 4 (b
computer

tech

Report of,

Railways on. The above situation is indicative of significant impairment on some of
the pro

Airgust, 1998, the Public lnvestment Committee (PlC) directed both the parent
treasury to look into the matter with a view to formerly transferring the facilities

l, fro progress appears to have been recorded as at the date of this report.

reported, the property, plant and equipment balance of Kshs.6,411,811,785
irty-seven parcels of land valued at Kshs.54,383,887 that do not have title
ation available indicates that some of the parcels are leased from Kenya

1 p 1a) of the lnternational Accounting Standard (lAS) No. 16 states that, the cost
lproperty, plant and equipment comprises its purchase prices, including import

non-refundable purchase taxes, after deducting trade discounts and rebates
I of records of assets purchased during the year, however, revealed that
property, plant and equipment figure of Kshs.61,921,667 during the year
VAT which is a refundable purchase tax as the Board is VAT registered.

, the property, plant and equipment balance of Kshs.6,411,811 ,785 reflected
statement if not fairly stated

iation

summary of significant accounting policies states that plant, machinery, and
ipment are depreciated al 12.5o/o representing eight years of useful life.
(c) on intangible assets states that purchased computer software is amortized
of eight years. The management has not explained the economic and

sense of the software being similarly depreciated for eight years.

on the Finoncial Statements of National Cereals and Produce Boardfor the year ended 30
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9. Procurement of 40,000 Metric Tons of Maize

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

10. lnventories

As previously reported, Note 4(d) on summary of significant accounting policies states that
"inventories are stated at the tower of cost and net realizable value on the basis of first in
first out principle and a provision for shrinkage computed at a rate of 2.2o/o of that value of
the year's purchases of grains and pulses". Note 12 to the financial statements shows that
during the year under audit, the Board made a provision of Kshs.105,500,591 for stock
shrinkage. Examination of the schedules provided for audit revealed that the Board
purchased beans, fertilizer and rice at a cost of Kshs.157,643,700, Kshs.S,719,134,745 and
Kshs.252,203,910, respectively during the year. However, no workings have been provided
to show how the stock shrinkage provision of Kshs.105,500,591 was determined. Under the
circumstances, it is not possible to confirm whether the inventories figure of
Kshs.1,635,513,148 as at 30 June 2018 is fairly stated.

1 1. Current Liabilities

The statement of financial position reflects an amount of Kshs.19,363,625,067 under total
current liabilities, which comprise of various short term liabilities. A review of the current
liabilities revealed the following unsatisfactory matters:

(i) Note 22 to the financial statements discloses trade payables balance of
Kshs.1,935,644,390. This figure however includes Kshs.1,129,439,325.79 owed to
Export Trading Company for the supply of fertilizer. lt is not clear and the
management has not explained how the liability arose since the fertilizer was
procured through a letter of credit from Kenya Commercial Bank which was
subsequently converted into a loan on maturity.

(ii) The statement of financial position's trade creditors and other payables balance of
Kshs.6,594,894,330 and as disclosed under Note 22 to the financial statements
includes a balance of Kshs.3,527,257,567 in respect of amount owed to maize
farmers (2017- Kshs.12,420,866) representing an increase of Kshs.2,502,307,382 or
201o/o. The management has, however, not provided documents to support the figure.
ln addition, this figure differs with the figure reported in the financial statements of
Strategic Food Reserve Fund of Kshs.3,406,940,258 by a variance of
Kshs.120,317,307 which has not been reconciled.

Report of the Auditor-General on the Financial Statements of National Cereals and Produce Boardfor the year ended 30
June 2018

4



(iii) Trade
figure
figure
Ksh

(iv) Fu
SGR
Kshs.
were

the

ma

creditors and other payables further includes sundry payables and provisions
of Kshs.1,121,134,399. Examination of records, however, revealed that the
includes Kshs.4,896,012 in respect of excess cash, stale cheques of

1952,679 and an amount of Kshs.745,816 described as cash loss. The

fnent 
has not provided documents to support these figures.

, Note 26 to the financial statements reflects creditors due to GOK on

financial statements.

and Prepayments

ously reported and as disclosed under Note 13 to the financial statements,
rs and other receivables gross balance of Kshs.1,890,901,549 includes
rs totalling Kshs.1,541,943,940. However, included in the amount are

totalling Kshs.831,604,397 representing 53.9% of trade debtors that have

on the Financial Statements of National Cereals and Produce Boardfor theyear ended 30

5

ze sales balance of Kshs.3,224,248,932 as at 30 June 2018 and includes
,544,025 in respect of maize collection for transport costs whose documents
provided for audit verification. ln the absence of documents, it is not possible

to the accuracy of this figure

(v) As in the previous year, included in the total current liabilities balance of
Kshs. I 363,625,067 as at 30 June 2018 is an amount of Kshs.964,765,588 in

Value Added Tax arrears payable to Kenya Revenue Authority on agencies
to government. This figure includes Kshs.464,430,643.61 tax arrears that

have ained outstanding since 2002. Although the tax arrears continue to attract
and interest, the same have not been assessed and incorporated in thesepe

fina statements.

, and as previously reported, the sundry creditors and provisions balance of
21,134,399 as disclosed under Note 22 to the financial statements includes

(vi) Si

am of Kshs.630,639, 332, Kshs. 7, 3 59,47 1 and Kshs. 293,269,83 relatin g to trade
, staff creditors and sundry creditors and provisions, respectively that have

been nding since July 2007. Although the management has provided an
IS showing a reduction of Kshs.215,883,1 18 and an increase of

19,594 in respect of trade creditors and staff creditors, respectively during
no evidence has been provided for verification showing how the reduction

of lia was achieved. ln addition, no satisfactory reason has been given for
fa settle the liabilities

(vii) As
of s.308,617,238 against bank overdraft. This figure has however not been

in the previous year, the statement of financial position reflects an amount

by a bank reconciliation statement and a bank confirmation certificate.
ntly, the accuracy of the overdraft amount of Kshs.308,617,238 as at 30

June 18 cannot be confirmed

, the statement of financial position reflects amounts of Kshs.174,063,028(viii) !n

Con

and 143,195,039 under Creditors - due to GOK on past market intervention and
nt agency programme (otd a/c), respectively that have been outstanding for

more n two years. No reasons have been provided to have the balances cleared
int

12.Trade

(i) As

Report of the
June 2018
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Kshs.1 ,
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Kshs.2
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been outstanding for more than seven years. Although a cumulative bad debts
provision of Kshs.943,557,914 has been made in these financial statements, it has
not been possible to confirm whether and if so, when the Board will be able to recover
the amounts. No action appears to have been taken to ensure recovery of these
debts.

(ii) As previously reported, Note 4(f) on summary of significant accounting policies states
that, provision for bad and doubtful debts is made on the basis of specific debtors and
consists of 100o/o specific provision for some debtors and a general provision of 7.5o/o

on all outstanding trade debts at the balance sheet date. However, examination of
available information and Note 13 to the financial statements does not show that a
general provision of 7.5o/o was made on all outstanding debts at the balance sheet
date. This accounting policy is therefore not consistently applied.

(iii) As disclosed in Note 13 to the financial statements, trade and other receivables gross
figure of Kshs.1,890,901,549, includes Kshs.188,572,981 relating to sundry debtors
and prepayments. This figure, however, is net of Kshs.9,602,346 negative balances
contrary to paragraph 32 of the lnternational Accounting Standard (lAS) No.1, which
states that an entity shall not offset assets and liabilities or income and expenses
unless required or permitted by the lnternational Financial Reporting Standards
(tFRS).

(iv) Further, trade and other receivables gross figure includes Kshs.124,912,936 relating
to staff debtors. Examination of documents, however, revealed that included in the
figure for staff debtors is Kshs.110,219,900 in respect of cash loss, imprests and other
losses and stock loss. Although the management has made a specific provision of
Kshs.50,891,834 for the same, the provision does not seem adequate. The
management has not explained how these losses occurred and the steps being taken
by the Board to ensure both recovery of the losses and prevent future losses from
happening. In view of the above, I am not able to confirm whether trade and
prepayments net balance of Kshs.947 ,343,634 as at 30 June 2018 is fairly stated.

(v) During the year under review, the Government Debtors-New Agency Nc balance as
disclosed under Note 14 to the financialstatements increased by Kshs.8,294,581,903
from Kshs.2,827,107,940 reported in 201612017 financial year to
Kshs.1 1,121,689,843. The management has not provided documents for audit review
to support the increment.

(vi) Note 15 to the financial statements reflects Kshs.7,548,486,738 (2017-
Kshs.4,211,100,117) relating to Government Debtors-MOA Fertilizer A/c. However,
no documents in respect of the same have been produced for audit review. ln the
absence of documentary evidence, it is not possible to confirm the accuracy of
Kshs.7,548,486,738 in respect to Government Debtors-MOA Fertilizer A/c as at 30
June 2018.

ln addition, as previously reported, Government Debtors-MOA Fertilizer Account
balance of Kshs.7,548,486,738 as at 30 June 2018 still include brought fonruard

Report of the Auditor-General on the Financial Statements of National Cereals and Produce Boardfor theyear ended 30
June 2018
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Kshs.342,341,936 and Kshs.191,916,638 relating to Strategic Grain
rogramme - Old Account and GOK 17 selected depots for old account

Fa e ief respectively, both of which have remained unpaid for over 17 years. lt
has n possible to confirm whether and if so, when the Board will be able to

fhe amounts. No provision for bad and doubtful debts has been made in this

13.Cred ue to GOK on Past Market lnterventions

of financial position and as disclosed under Note 24 to the financialThe state
statements a balance of Kshs.174,063,028 relating to creditors - due to GOK past
market i n. Although the management has disclosed, under Note 24lo the financial
statements this balance relates to retained surplus from 199411995 maize intervention
and subseq maize export transaction in 1995/1996 and 1996/1997 retained to offset
against othe GOf debts which are still under review, no documentary evidence has been
produced ve rification. ln the circumstances, it has not been possible to confirm whether
Government rket Interventions Account figure of Kshs.174,063,026 as at 30 June, 2018
is fairly

14.Gove Agency Programme (Old Account)

The state of financial position and as disclosed under Note 25 to the financial
statements a balance of Kshs.143,195,039 in respect to Government Agency
Account - ng Results (Old Account). Although the management has disclosed under
Note 25 to financial statements that this figure relates to the balance held on behalf of
the Gove from cereal sales received by the Board on behalf of the Government prior

ion of cereals in 1993, no documentary evidence has been provided for
ln iaddition, no explanation has been given as to why the Board has not remitted

ihe Government since 1993. Under the circumstances, it is not possible to
ascertain of the figure of Kshs.143,1 95,039 in respect to Government Agency-
Old Account une,2018

15. Bank a $ash Balances

The state of financial position and as disclosed under Note 16 to the financial

to the libera
verification.
this amount

statements
have been
to confirm

Report ofthe A

June 201 8

Kshs.735, ,!31 as at 30 June 2018

16. with the Strategic Grain Reserve Fund

16.1. Cost of lmported Maize

Records ma ned by the Board reflects an amount of Kshs.31,288,225,350 as having been
the value
the year.
financial

of handled by the Board on behalf of the Strategic Grain Reserve Fund during
Thi nt however differs with the amount of Kshs.37,222,645,795 reflected in the

and Kshs.34,822,028,282 reflected in the Notes to the financial

Kshs.735,035,231 relating to bank and cash balances. No documents
uced to support the balance. ln view of the above, it has not been possible
accuracy and completeness of the bank and cash balances figure of

on the Financial Statements ofNational Cereals and Produce Boardfor the year ended i0

7

figures



statements of the Strategic Grain Reserve Fund by Kshs.3,533,802,932 and
Kshs.5,934,420,440 respectively. No reconciliations or explanations have been provided for
these variances.

16.2. Farmers who Supplied Over 10,000 Bags of Maize

Examination of records maintained by NCPB in the eleven sampled depots, and a review of
guidelines issued by the Ministry referenced MOA/LCDl9l12l8018 and dated 1 October 2017
on purchase of maize, did not reveal the maximum bags of maize to be purchased from an
individual farmer. There was no requirement for the farmers to provide title deeds, lease
agreement or size of the land under cultivation. Although there were no set maximum limits of
maize delivery, the practicability of delivering 10,000 bags and above from a single farmer
could not be verified given the average production per acre. lt was observed that 34 farmers
delivered more than 10,000 bags each during the year. No questions were raised by the Board
as to the source of such huge consignments.

16.3. Out-sourcing of Procurement Function

During the year under review, the Fund procured imported maize worth Kshs.34,822,028,282
from various importers. However, the function of receiving and inspection of the maize was
done by the Board. There was no evidence that the Accounting Officer responsible for the Fund
and Board entered into an agreement on the performance of its procurement function of
receipt, inspection, and recording to ensure the right quality and quantity were received, and
to ensure adherence to Public Procurement and DisposalAct, 2015 on receipt and inspection
of procured maize. This resulted in payment of maize suppliers without the certificate of
inspection and acceptance certificate or report.

ln the absence of any legal agreement, it was not possible to confirm that the quality and
quantity of maize received by Board on behalf of the Fund, was as per the specification of the
Ministry.

16.4. lnventories held on Behalf of the Fund

The Board holds stock of maize, other cereals and products in their silos on behalf of various
parties including private millers. The following unsatisfactory matters were observed in respect
of stocks held on behalf of the Strategic Grain Fund:

16.4.'1. Condemned Maize

Maize valued at Kshs.342,482,895 and stored in various NCPB depots was found to contain
high levels of aflatoxin by the Ministry of Health and therefore not fit for human consumption
as analyzed below:

NCPB Depot
Quantity in
Bags (90 Kgs)

Value
Kshs.

Machakos 10,710 20,809,530
Nairobi 5,427 10,544,661
Meru 14,460 28,095,780
lsiolo 1 1,663 22,661,209
Migori 1,504 2,922,272

Reporl of the Auditor-General on the Finoncial Statements of National Cereals and Produce Boardfor the year ended 30
June 2018

8



NCPB Depot
Quantity in
Bags (90 Kgs)

Value
Kshs.

Nakuru 54,597 106,081,971
Luqari 26,264 51,030,952
Kitale 5'1,640 100,336,520
Total 176,265 342,482.895

ln addition, opening stock of Kshs.3,061,708,813 that had been indicated as available in the
various Board's depots was written off from the records of the Fund. lt is not clear how the
amount was written off from the records of the Fund and the Board.

16.4.2. Un Accounted for Bags of Maize

Records maintained by the Strategic Grain Reserve Fund shows that 3,913,098 bags of maize
comprising of 287,431 bags and 3,625,667 bags of imported maize and local maize,
respectively were in stock as at year end. However, this differs with the store records
maintained by the Board, which shows 6,521,481 bags of maize as at year end.

The figure of 3,913,098 bags of maize also differs with the record of maize procured during the
year, where it is indicated that none of the locally procured maize was sold but out of the
imported bags of maize, which totaled, 15,597,871 bags, only 8,832,452 bags were sold,
leaving a balance of 6,765,419 bags unsold. Other records show that only 287 ,431 bags of the
imported maize remained unsold, leaving a balance of 6,477,988 unaccounted for.

Further, the stores records provided by the Board shows that it had opening stock of 1,358,678
bags, and procured 22,174,062 bags and at the same time sold 15,898,455 bags and had
closing stock of 6,521,481 bags of maize. These figures were not reconciled with the figure of
sales and closlng stock.

Consequently, the records maintained by the Board on behalf of the Strategic Grain Reserve
Fund are incomplete and inaccurate.

16.4.3. Maize in Silos

According to the parent Ministry's oversight board minutes of 6 April 2018, Minute No.
410412018, it was indicated that it is not suitable for maize to be stored for more than six months
in the silos to avoid deterioration and loss in value. lt was, however, observed that as at 30
June 2018, 2,098,516 bags of 90kg valued Kshs.4,077,416,588 were stored in silos in various
NCPB depots. The maize had been held in the stores for more than six months as detailed
below:

Name Of The Depots
Nakuru
Eldoret
Moi's bridge
Kisumu
Total

Quantity - Bags
394,978 .90kg

544,555 *90 kg
950,407 *90k9

205,876 .90k9

2,098,516 *90k9

No reason was given for the failure by the Board to have the maize stock properly bagged and
stored.
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ln addition, a visit to Shimanzi and Changamwe depots revealed that there were 200,262 bags
of maize which were stored in polypropylene bags. The maize is likely to deteriorate in quality

due to high level of humidity in the Coast region.

16.4.4. Powdered Milk

Records maintained by the Strategic Grain Reserve Fund shows that the Board has in its stock
powdered milk from Kenya Creameries Cooperative (KCC) amounting to Kshs.700,000,000,
that has been outstanding in the records for over two years but no record of such stock exists
at the Board. Under the circumstances, the existence of the powdered milk stock could not be
confirmed.

16.4.5. Annual Stocktaking and Maintenance of Stock Records

It was noted that Article 8 of the Sth agreement signed on 10 August 2016 between Strategic
Grain Reserve Fund and the Board stated that the Principal and Agency should conduct
joint annual stocktaking to establish the stocks levels. Further, examination of the Fund's
201712018 budget shows that there was a budget provision of Kshs.2 million for an
independent stock taking through a consultant. However contrary to the requirements of the
Agreement, no report of joint annual physical stocktaking was provided for audit verification.

ln addition, the Agent is supposed to keep separate records at alltimes for stock of the Principal
held in its stores. The records are expected to have the date of purchase, general quality
condition and other relevant information for continuous assessment of the Principal's stock
position. ln the sample of twelve depots visited, there was no evidence that the Agent (Board)
had maintained separate records, contrary to the agreement. ln the absence of the reports, it
was not possible to confirm if annual joint stocktaking was done as required by the agency
agreement.

lT.Procurement, Delivery and Distribution of Fertilizer on Behalf of Parent Ministry

17.'1. Amount and Value of Fertilizer Ordered

The State Department of Agriculture ordered 932,000 bags of various types of fertilizer of
50 kilograms each, with the total weightage of 46,600 metric tonnes. Out of these amounts,
40,000 metric tonnes were ordered from M/s Export Trading Company Limited, while the
balance of 6,600 metric tonnes were ordered from Access to Government Procurement
Opportunities (AGPO) firms. The total value of fertilizer ordered by the State Department
was Kshs.2,393,092,81 0.

ln addition, the National Cereals and Produce Board (NCPB) was assigned to order 1 15,700
metric tonnes of various types of fertilizer by the State Department in the year. The State
Department had already in the meantime entered into a contract with the Supplier, M/s
Export Trading Company Limited at a cost of Kshs.S,509,776,750. However, the NCPB
ordered 103,183.5 metric tonnes of fertilizer only, leaving a balance of 12,516.5 tonnes
outstanding at a cost of Kshs.5,719,134,745. No reasons were given for the revision of the
contract prices by Kshs.209,357,995 considering the order was less by 12,516.65 tonnes.
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The total fertilizer ordered by the two entities in the period amounted to 149,775.25 tonnes,
all at a cost of Kshs.8,112,227,555 which was shared between the State Department
Kshs.2,393,092,810 and National Cereals and Produce Board Kshs.5,719,134,745,
respectively. This procurement exceeded the budget amount of Kshs.5,569,300,200 by
Kshs.2,542,927 ,355.

No reason was given for failure by the State Department to order the full amount of '168,480

tonnes of fertilizer as in the approved budgeted. No explanation was provided for the revised
cost of the fertilizer.

17.2. The Atnount of Fertilizer Delivered in the Year Under Review

During the year under review, the State Department received 920,274 bags of various types
of fertilizer, while the National Cereals and Produce Board received 1,619,178 bags. All
these were handled by NCPB in Mombasa. Allthe bags were said to weigh 50 kilogrammes
each, which translates to 126,972.60 tonnes. The delivery was therefore short by 22,802.65
metric tonnes or 456,053 bags of the order.

17.3. Distrlbution of Fertilizer to NCPB Depots

Records provided for audit on proposed distribution of fertilizer revealed that 1,200,000 bags
of DAP, 1,014,000 bags of CAN, 100,000 bags of NPK, 50,000 bags of Blend 4 and 24,000
bags of Blend 9 fertilizers were distributed to various counties for both the short rains in
October 2017 and long rains in February 2018. The distribution schedule provided by the
State Department, showed that 1,200,000 bags of DAP and 1,014,000 bags of CAN were
delivered to NCPB and the State Department required NCPB to have the fertilizer distributed
to various depots spread across the Country. Records at NCPB on the other hand shows
that NCPB was required to distribute 1,400,000 bags of DAP and 1,014,000 bags of CAN of
the fertilizer supplied by M/s Export Trading Company Limited. ln addition, it was noted that
NCPB could only account for 1 ,398,977 bags of DAP fertilizer as 1 ,013 bags had not been
delivered to the NCPB. No reconciliation was provided between the data provided by the
State Department and the data provided by the NCPB in respect of the same supply of
fertilizer.

Further, it is not clear how the additional 200,000 bags of DAP fertilizer were introduced into
the system. lt is also not clear how the 100,000 bags of NPK, 50,000 bags of Blend 4 and
24,000 bags of Blend 9 fertilizers were distributed.

ln addition, the CAN fertilizer delivered by M/s Export Trading Company Limited was said to
be of poor quality and at one time its loading and distribution had been suspended until
quality issues had to be sorted out. The fertilizer was said to be caked and attempts to make
it free flowing was unsuccessful. lt is not, however, clear how the quality issue was sorted
out as it was eventually distributed.
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Further the DAP fertilizer was observed to have inconsistent weights which ranged between
46 and 51 kilogrammes. However, this was eventually sorted out and a minimum average
weight of 49.5 kilogrammes was agreed upon.

ln addition, the Board had hired an independent company to carry out weights and quality
survey on the fertilizer. lt is not clear why the Board had failed to seek the services of the
Kenya Bureau of Standards. lt is also not clear why the independent company failed to raise
the observed weaknesses of weight and quality on time.

It was also noted that there was delay in transporting the fertilizer to the respective depots,
and this was mainly because owners of trucks would be given the authority to load but would
not make their trucks available in time, sometimes waiting up to 48 hours before providing
the trucks. While other trucks would be idle but since they had not been authorized to load,
they remained unloaded. Delay in loading the fertilizer had the multiplier effect of delaying
the delivery of the fertilizer to the respective depots.

Although the roles of handling the fertilizer at the port of entry, its distribution to the depots
and the sale to farmers was vested in the National Cereals and Produce Board, the State
Department failed to monitor and obtain feedbacks on the intended impact of the procured
fertilizer. lt is also not clear, how much of the fertilizer that was procured by both the State
Department and the National Cereals and Produce Board on behalf of the State Department
was sold to farmers.

'17.4. Unaccounted Revenue from Sale of Fertilizer

The State Department for Agriculture did not prepare a Statement of Revenue during the
year. lt was indicated that the National Treasury had not appointed the Accounting Officer,
State Department for Agriculture as a Receiver of Revenue. However, the National Cereals
and Produce Board was to bank all revenue realized from sale of local blends of fertilizer
that were procured by the State Department from AGPO firms in Kenya Commercial Bank
for onward transmission to the State Department's account at the Central Bank of Kenya.

The State Department indicated that NCPB had an accumulated sales receipt of
Kshs.1,137,911,500 as at 30 June 2018, while NCPB reported revenue amounting to over
Kshs.1,400,000,000. lt was indicated that the amount was used to offset debts owed to the
NCPB as the State Department had failed to settle its obligations related to subsidy claims
by NCPB. This however, is contrary to the requirements of section 76 of the Public Finance
ManagementAct, 2012 which stipulates that, "a receiver of the national government revenue
may authorize a public officer employed by the national government or any of its entities to
be a collector of revenue for the national government and remit it to the receiver". The State
Department explained that the National Treasury had not appointed 'a receiver of revenue'
for this kind of revenue for the year, and consequently it was left to the National Cereals and
Produce Board.

The State Department indicated that as at 30 June 2018, it had 236,217 bags of various
types of fertilizer outstanding in the depots of NCPB. This implies that at least 2,303,235
bags of various types of fertilizer had been sold, which would mean that the NCPB had
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Kshs.2.3 billion on sale of fertilizer. Under the circumstances, the total
could not be confirmed

17.5. Fo lAgreement Between the State Department and the Nationa! Cereals and
Prod Board on Distribution of Fertilizer

The assig contract provides that the State Department is to refund the National
Cereals a roduce Board the subsidy on imported fertilizer. The National Cereals and
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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.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the activities,
financialtransactions 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
manner.

Those charged with governance are responsible for overseeing the National Cereals and
Produce Board financial reporting process, reviewing the effectiveness of how the entity
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

My responsibility is to conduct an audit of the National Cereals and Produce Board financial
statements in accordance with lnternational Standards of Supreme Audit lnstitutions
(lSSAls) and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act,2015 and submit the audit report in

compliance with Article 229(7) of the Constitution. However, because of the matter described
in the Basis for Disclaimer of Opinion section of my report, I was not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these financial
statements.

ln addition, my responsibility is 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. ! also 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. However, because of
the matters described under Conclusions on LaMulness and Effectiveness in Use of Public
Resources, and lnternal Control, Risk Management and Governance sections of my report,
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I was not obtain sufficient appropriate audit evidence to provide a basis for audit

lam of National Cereals and Produce Board in accordance with ISSAI 30 on
Code of fulfilled other ethical responsibilities in accordance with the ISSAI and
in other ethical requirements applicable to performing audits of financial

FCPA O. Ouko, CBS

Nairobi
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCI-AL STATEMENTS
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XIII. STATEMENT OF CASH FLOWS

OPERATING ACTIVITIES
Cosh generoted from/used in operotions
Net cosh generoted from /used in
operoting octivities

INVESTING ACTIVITIES
Purchose of Property, Plont ond Equipment 10
Nel increose /(decreose) in cosh ond cosh
equivolent (o)

Note 2018
Kshs

|,952,\22,053\

(1,9s2,122,0s31

(61,921,666\

(2.014,043,719

2,871 ,649,414
(431 . t87.701 )

ua9a$1,8
42AAI7-93A

735,035,231
(308,6 r 7,238I
42LAL3_t3

2017
Kshs

(219,267,346)

(219,267.346\

(46.808,7891

(266.076.135'l

3.005,608,598
(29e ,O70,7 sol
2J9A-5i1jAg
2AAOAT]JL3

2,871 ,649 ,414
(431,187,701)
?a4oA67ill

28

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

l6
20

l6
20

l

26



T
NATION
ANNUAL
FOR THE

XIV. SIA

Expl

d) The

e) The

f) The

g) lnc

h) P

i) Finonc

It

rf

-l

A

o

n

AND PRODUCE BOARD
RT AND FINANCIAL STATEMENTS
ENDED 3OTII JUNE 20I8

OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
ENOED 30 JUNE 2OI8

Originol Adjuslmenls Finol budget
budget

Rev

Ad

FOR

Fino

Su

soles

ond

rlion

ng

the Yeor

201 I
Kshs

12,201 ,151 ,921

{9.653.395,080)

2,547,7s6.841

201 I
Ks hs

12,610,968,073)

2.241 .983.005

(368, e85,068)

201 I
Kshs

9,590, rB3,84B

17 .4) 1 .412.07 5)

2,178,771,773

Acluol on
comporoble

bosis
201 8

Kshs

8,216,465,041

t6.603.758.0 r 7)

1,612,708,025

Perf ormonce
difference

201 8

Kshs

/1,373,717,807)

807.654.058

(576,856,0s9)

% Ref
+ / (-) no.

14%

t/o

37%

38%

23%

30%

0

B

I.934.352.462

4,482,r 09,303

).201 .794,016

|.264,840,708

651 .854,285

r 66,623,630

750,000,000

\85.792.916

4.220.905.555

ZAI2p.3JAA

272.085.557

(96,899,5r l)

{1B7.BlB,78r))

{rB0.9r2,rs7)

1135,947,452)

l2t,2t5,2tBl

406.720 4)0

fl 1 9. r 73.1 98)

222JJAAL

2.206 438.019

4,385.209.792

1 .013,97 5,235

L083,928.55 1

51 5,906,833

145,408,412

7s0,000,000

592.5 r3.326

4.1 0 I .732.357

281A11-435

2.218.540.378

3,831,248,403

635,7 ) 4,1 t2

9 69 ,414,430

321 ,206,211

178,732,341

526,859,257

592 540.06 r

3.224.466.412

6_06J81-t89

12.102.359

(s64,753,680)

1378,261,123)

(lr4,5t4,l2l)

1194,700,622)

33,323,92e

1223,1 40,7 43]|

26.735

(877 .265.9451

323J04-5,A1

C

D

E

F

H

ls

R

notes on the differences obove:

up
orf cosls decreosed due to low-tronsportotion of fertilizer from the port to vqrious
depots ocross NCPB network

ts decreosed due io non-implementotion of CBA

in odministrotive costs is os o result of low moinienonce ond fumigotion costs

high
other operoting expenses is due to high consumption of industriol oil becouse of
of moize.

depreciotion decreose to due non implementotion of copitol projects

decreose os o resull of interest rote copping by
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G;'oss

Less:

Gross

Othar

Iotol

Expentes

Stol!

Expenses
Other
rr/i;lL .i;

i'rit'z

Totol

o) ,."Fhjt."se in sross soles is due to drop in sote of fertitizer

b) The aff 
ll 

cosi of soles is due to low soles turnover.

c) Ihe illrltse in other incomes is due to increosed commissions on SFR moize.
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XV. NOTES TO THE FINA.NCIAL STATEMENTS

I. Generol lnformotion
NCPB wos estoblished through on Act of Porlioment Chopter 338. The Boord is wholly owned
by the Government of Kenyo ond is domiciled in Kenyo. Ihe Boord's principol octivity is groin
hondling ond morketing with ollied services ond focilities os well os distribution of form inputs.
This is in oddition to undertoking sociol functions on beholf of the Government of Kenyo on
ogency bosis thot relotes to procurement, storoge, quolity mointenonce, ond distribution/sole
of fomine relief food commodities os well os SGR stocks.

2. Slotement of Complionce ond Bosis of Preporolion

The finonciol stotemenls hove been prepored on o historicol cost bosis except for the
meosurement ot re-volued omounts of certoin ilems of property, plont ond equipmenl. The
preporotion of finonciol stotements in conformity with lnternotionol Finonciol Reporiing
Stondords (IFRS) ollows the use of estimotes ond ossumptions. lt olso requires monogement lo
exercise judgement in the process of opplying NCPB's occounling policies. Ihe oreos
involving o higher degree of judgement or complexity, or where ossumptions ond estimotes
ore significont to the finonciol stotements, ore disclosed in Note 5

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

The finonciol stotemenls hove been prepored in occordonce with the PFM Act, the Stote
Corporotions Act ond lnternotionol Finonciol Reporting Slondords (IFRS). The occounting
policies odopted hove been consistently opplied to oll the yeors presented.

3. Adoption of New ond Revised Stondords

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

(ii) Eorly o.jopliorr of stqndorcls

The Boord did nol eorly - odopt ony new or omended stondords in yecr 2Ol7

Stondord/Amendment lo
o stondord

Effective dqte lmpocl'

Amendments to IAS l6
ond IAS 38 titled
Clorificotron of
Accepfob/e Methods of
Depreclofion ond
Amortisotion /issued in
Moy 2014)

lsr Jon 20 I 6 There is no impoct on the Boord's property,
plont, ond equipment becouse ihe
depreciotion ond omortisotiorr ore colculoted
on the bosis of costs of the time they ore
incurred over the useful life of the ossets. These
costs include cosls incurred initiolly to ccquire
or construct on item of property, plont ond
equipment ond costs incurred subsequently to
odd to, reploce pori of, or service it.

Disclosure lnitiotive
(Amendmenfs to /AS Z.

Stotemenl of Cosh f/owsJ

I'r Jon 201 7 Since the Boord is f ully owned by the
Governmenl, it does not poy out dividend or
received dividend front ony entity.
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of Significont Accounling Policies

counting policies odopted in the preporotion of these finonciol stotements ore sei

ognition

recognised to the extent thot it is proboble thqt future economic benefits will flow
rrd ond the revenue con be reliobly meosured. Revenue is recognised of the foir
onsiderotion received or expected to be received in the ordinory course of the

es, net of volue-odded tox (VAT), where opplicoble, ond when specific criterio
met for eoch of the Boord's octivities os described below

nue from the sole of goods ond services is recognised in the yeor in which the
delivers products to the customer, the customer hos occepted the products ond

ctobility of the reloted receivobles is reosonobly ossured

e from services rendered ond focilities provided is recognized of the time of
ering ond providing such services ond focilities

income is recognized in the income sloiement os it occrues using the effective
ogreements

income is recognised os ii occrues.

on Properly, Plont ond Mochinery

chorge on fixed ossets is provided on o stroight line bosis ond is colculoted on
oluotion of the following roies which ore consistent with prior yeors. Depreciotion
,roroted both in the yeor of osset purchose ond in the yeor of osset disposol.

Lond
s, Fences ond Roods

rs bins, mochinery House ond Looding Boys
hinery ond Computer Equipment
rEquipment

Nit

Over the term of the leose
2.s%
6%

12.5%
20%

lnv
lnv
out
yeor'

les ond Drying Equipment 25%
12.5%ment

ossets comprise purchosed computer softwore which ore copitolized on the bosis
d to ocquire ond bring to use the specific softwore. These costs ore omortised

imoied useful life of the intongible ossets from the yeor thot they ore ovoiloble for
over eight yeors.

ore sioted of the lower of cost ond nel reolizoble volue on the bosis of First ln Firsi

e ond o provision for shrinkoge computed of o rote of 2.2% ol the volue of the
of groins ond pulses

Insumoble slores ond Supplies
unting procedure for consumoble supplies ond stores thot ore centrolly purchosed is

ore iniliolly coded to respective control occounts for these stocks of the time of
ent ond the cost expensed/chorged of the lime of dispotch to the respectlve user

th
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budget centres. This policy ensures thot budgel cenlres ore only held responsible for the
expenditure directly reloted to whot they hove requisitioned ond consumed.

(f) Trode ond olher receivobles

Trode ond other receivobles ore recognized of foir volues less ollowonces for ony
uncollectible omounts. An estimote is mode of doubtful receivobles bosed on o review of oll
outstonding omounts of the yeor end. Bod debts ore written off ofter oll efforts of recovery
hove been exhousted. Provision for bod ond doubtful hos been mode on the bosis of specific
debts ond consists of 100% specific provision for some debtors ond o generol provision of 7 .5%
on olloutstonding lrode debts of Bolonce Sheet dole.

g) Cosh qnd cosh equivolents

Cosh ond cosh equivolenls comprise of cosh of bonk ond cosh on hond held in the Boorcj 's

Cosh Offices ot Heod Cffice ond Depot/Silos ond Cosh in Tronsit os ot 3O*,June 2017.

h) Agencyfees/Commission

The rotes opplicoble for vorious services ond focilities thot were muluolly ogreed upon the
principol (GOK) ond the ogent (NCPB) hove been in force since l2rh November 2OO2 is os
follows:

Rote
Noture of Service/focilitv Kshs/Percenlooe
i) Storoge 4.80 per bog per monlh
ii) Quolity mointenonce 5.00 per bog per month
lii)Commission on Purchosing I 15.00 per bog
iv) Commission on releoses 25.00 per bog
v) Commerciol soles commission 9 % of soles volue
vi) Commission on tronsport 10 % ol tronsport cost
vii)Commission on commodity hondling \0 %ofhondlingcost
(Direct costs)

i) Trode Credilors ond other poyobles

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

meosured of the foir volue of controctuol volue of the considerolion to be poid in fulure in
respect of goods ond services supplied, whether billed to the Boord or not, less ony poymenls
mode to the suppliers.

j) Retiremenl benefit obligotions

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

NCPB olso contributes to the stotulory Notionol Sociol Security Fund (NSSF). This is o defined
contribution scheme registered under the Nolionol Sociol Security Act. The compony's
obligotion under the scheme is limited to specific conlributions legisloted from time to time
ond is currently l5% while the employee contribulesT.S% of employees bosic solory. ll is on
opproved fund under the lncome lox Act ond is registered with Retirement Benefits Authority.

k)Provision for slotf leove poy

Employees' enlitlements to onnuol leove ore recognised os lhey occrue of the employees. A
provision is mode for the estimoted liobility for onnuol leove ol the reporting doie.
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rote differences

The rnting records ore mointoined in the functionol currency of the primory economic
nt in which the Boord operotes, Kenyo Shillings. Tronsoctions in foreign currencies
yeor/period ore tronsloted into the functionol currency using the exchonge roies
of the dotes of the tronsoctions or voluotion where items ore re-meosured. Any

en
durinS

f oreign e4f,nonge goins ond losses resulting from the settlement of such tronsoctions ond from
the tion oi )/eor-end exchonge roles of monetory ossets ond liobilities denominoted in
f oreign culrrencies ore recognised in profit or loss

m) Budg
lfformotion
iftor budget for FYThe 2017-2018 wos opproved by the Notionol Assembly ond

subseq efitty coscoded ond the porenl ministry communicoted the opprovol on 30th June
2017

Therel no subsequent revisions or odditionol oppropriotions in the course of the yeor

The
discl
using C

Olltpe

The

stot

stote rfis *ere recost from the occruol bosis to ihe cosh bosis ond reclossified by
pres ollon to be on the some bosis os ihe opproved budgel. A comporison of budget ond
octuol rflrounts, prepored on o comporoble bosis to the opproved budget, is then presented
in thd olpment of comporison of budget ond octuol omounis

's budget is prepored on o different bosis to the octuol income ond expenditure
fn tlre finonciol stotements. The finonciol stoiements ore prepored on occruol bosis

lossificotion bosed on the noture of expenses in the stotemeni of finonciol
ce, whereos the budget is prepored on o cosh bosis. The omounts in the finonciol

e between the octuol ond budgeted omounis for eoch item in the income
nf is exploined os shown in item XIV

n)Comp e figures

Where essory comporotive figures for the previous finonciol yeor hove been included to
con fp the required chonges in presentotion

p)Sub ent evenls

There ! Oeen no events subsequent to the finonciol yeor end with o significont impoct on
the iol stotements f or the yeor ended June 30, 20l7

5. SIGN NT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

orf of the Boord's frnonciol stotements in conformity with IPSAS requires monogement
nls, estimoles ond ossumptions thot offect the reported omounts of revenues,

ond liobilities, ond the disclosure of contingent liobilities, ot the end of the reporting
'ffr, uncertointy obout these ossumptions ond estimotes could resuli in outcomes thot

{riot oOlustment lo the corrying omount of the osset or liobility offected in future

umptions
ons concerning the future ond other key sources of estimotion unceriointy of the

ffrot frove o significont risk of cousing o moteriol odjustment to lhe corrying omounls
liflbilities within the next finonciol yeor. The Boord bosed its ossumptions ond estimotes

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

fnd ossumptions obout future developments moy chonge due to morket chonges
Ilv

prevoiling
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or circumstonces orising beyond the control of the Boord
ossumptions when they occur.

Such chonges ore reflecled in the

Useful lives ond residuol volues
The useful lives ond residuol volues of ossets ore ossessed using the following indicotors to inform
potentiol future use ond volue from disposol:

' The condition of the osset bosed on the ossessment of experts employed by il1e Entity
' The noture of the osset, its susceptibility ond odoptobility to chonges in technology ond

processes
. The noture of the processes in which the ossel is deployed. Avoilobility of funding to reploce the ossets. Chonges in the morket in reloiion to ihe ossel

Provisions

Provisions were roised ond monogemenl deiermined on estimote bosed on the informotion
ovoiloble

Provisions ore meosured of the monogement's best estimote of the expenditure required to set|e
the obligotion ot the reporling dote.

Provision for bod ond doubtful debts hos been mode on the bosis of specific debts
ond consists of 'i00 % specific provision for some debtors ond o generol provision ol l.S% of oll other

ouistonding trode debts ot the bolonce sheet dote.
Provision for stock shrinkoge is computed ot o rote of 2.2% of volue of the yeor,s purchoses.
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White Moize

ides

Groms
:(

ing stocks
ose

Costs
for stock shrinkoge

g Stocks
soles

nue from services/l'acilities
blidge charges

ng and handling charges
ng charges
charges
and furnigation

cy services
Incy relltuneratron
comrnission flrorn inputs

undry income
colnpensatlon

of tender documents
of obsolete materials

miscellaneons income
fee and charges

on disposal of fixed assets

vestment income
earned on short term

FDR)

201 I
Kshs

1 ,47 6,090
| 50,285,77 6

0
0

5I ,405
0

85,60r,980
1,254,950

7 ,977.795,840
8JJrAil-047

2,526,153,798
5,7 49,587 ,t 60

7,123,921

11 .67 9 ,7 10 .89 6)

6io3J58*012

10,565,1 l3
7,67 6,780

629,289

3s5,83r,r70
55.2r5,003

429-,Sf-35s

t ,729,308,042

o
2J59-22s,39L

0

2,583,408

18,000

7,212,420

240,000

1ff53-828

411-LL153

22rE.!n3Z8

2017
Kshs

r2t,005,i00
t9 5,662,790
22,404,690

1,302,676,530
5,53s

U

39,353,360
0

6.)07 ,797.641
7-ZABj95-6AA

979,924,66
7,830.783,s89

545,51 4

(2,526.153.799)
6285.L?l-37!'

13,446,220

44,11O,O27

3,832,608

293,658,248
69,202,094

424249;34

1 ,272,659.314
1,643,672

1fi4-302*9_96

r ,373,01 6

486,573

24,879

27,337,189

5i20-1-614

t-283-rztut55

21-?2LASA

AL OTHER INCOMBS
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4.Roilwoy & Rood tronsporl costs 635.7141t2
6357J4J12

201 8
Kshs

732,631,956
83,1 68,7 9 6

1,987,800
72,95]|,803
13,7 62,401
64,91 | ,673

913A1AA30

5r9

815,263,37 4

2017
Kshs

738,605. r 68
r r4,901.506

2,057,400
43,820, r 14

t7 ,57 6,427
59,478,591

flTAfi2AA

6,1 59,689
5,554,550

5 r ,368,309
r ,s30.2s 1

21,171,898
21 ,771 ,704

12,361,822
8,480.089

14,068,735
9 6,843,441

682,460
862.6\3
506,200

235L|LBIA

8,B45pZi

10,677,243
28,021,559

2,916,333

5, r38,566
45,983,7 59
r4,080,948
2,900.000

18,380,424
128"0r8i32

&15263*1L4

5. Stoff Costs

Solories ond woges
Boord's contribution to PF ond SSS

Boord's contribution to NSSF

Medicol expenses
Leove poy ond grotuities
Welfore ond troining

The overoge number of employees qt lhe
end of lhe yeor wos:

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

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

Directors expenses

Operoting Expenses

Fumigotion expenses
Groin dryers operoting cosls
Commodity hondlings costs
Hired tronsport (Non commodities)
Shows ond exhibitions
Trovelling ond subsistence
Vehicles running costs
Audit fee
Legol ond other professionol fees

303

488
85

97.9

302
20

e5:
6

5,7 43,9 s7
4,948,116

81 ,27 4,500
1,028,484

| 6,723,331
r 9,686,613

7.

I

4\,781 ,77 5

r s,852,01 7

r2,605,53s
5,654,298

I 04,3 r8,903
7 63,247
567,997
133.000

3lr-0LL773

lsl24Jit

2 t3,588
49,499,826

1,326,186

6,932,666
83,818,7 r 9

13,727,330
2,7 50,OOO

20.464,026
128fi2'3A7

I

I

3'7

I
a

53,805, r r3
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1/7 /2017
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Ai 30/06i2018
DEPRECIATI
1t7 t20\8
Chorge for
Yeor
On disposol
30/06l20tB
NET BO
VALUE

Property, P

Cost
/Voluotion
1 l7 /2016
Addilions
Disposols

At 30/06/201
DEPRECIA
117 /2016
Chorge for I

Yeor
30/06/2O17
NET

VATUE

I l. lnto

rKt
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'g€
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Bonk
Bonk

C
At
At

AI
C

A

N

12,037 ,7 53
0

43,12t,270
0

o

201 I
Kshs

104,230,87 5
488,309, r86
592J4006t

2017
Kshs

91,151,001
280,392,370
3LL![L3ZL

ft ond Loon inlerest

And Mochinery (KShs) - 20lB

Leosehold Fencing Building ond
Lond Drivewoys Groin Silos

&civil works

2 ,270
0
0

422,430,\tO I,569,796.619
0 10,534,041

o0

I 0,6 I 3,7 I 3 334,885,63 I

a0
139.948.460 4.366.829.346

Motor
Vehicles

96, I 65,98 r

8,060,000
(2.0 r0.000)

I,864,137
(2.0 r0,000)
B 1.894.84 I

Molor
Vehicles

88.r39,r95
8,026,786

0

68,833,299

6,207,405
7 5.040.704

LU25-41

Plont &
Mochinery

&Equipment

507,807,340
38,338,532

o

8,163,7 49

a
473.253,536

Plonl &
Mochinery

&Equipmenl

501 ,27 4,294
6,533,046

o

507.807.341

455,67 4,586

9.4\ 5.202
465.089.788

42JJt;51

?Sla
Kshs

32,006,09 r

32,006,091

23 370,621
7 48,970

24,119.590

z-88650t

WIP

46,425,665
4,989,094

o

51 ,414.7 59

0

0

a

5IAAJ52

TOTAL

r r,585,746,985
61 ,921 ,667
(2.0 r 0.000)

r 1.645.658.652

4,861,291,884

37 4,564,983
(2.0 r0.000)

5.233.846.867

6-4rtf_LLZ85

422.430.110 9.580.330.660 r 02.2 1 5.981 546.1 45.872

129,334,747 4,031,943,715 75,040,704 465,089,788

282,@.649 5.2t350t3l3 20-32ilAA 52,539352

Mochinery (KShs) - 2017

leosehold tencing Building ond
tond Drivewoys Groin Silos

&civil works

422,430,110
0

o

9 ,562,523,350
7,273,269

o

3,694,408,8/ 6

337.534.839
4.031.943.7 r 5

5-532852jO3

WIP

21,449,978
24,97 5,687

a

46.425,665

0

4AA2s.6As

IOTAT

r r.538,938, r97
46,808,788

o

r 1.585.746.985

4,484,460,392

376.831,492
4.86r.291.884

aJ24As5)07

422.430.110 I ,569 ,7I 6,619 96.1 65.981

| 18,721 ,034| 46,822,597

r3.060.333 t0.6 r3.2 t3
129.334.747

2!.?.@.362

Assels

une
SATION

for the yeor
ne
Volue ol30th June

0
s

2018
Kshs

32,006,09 r

32,006,091

24.1 1 9,590
2,29 4,27 5

26,413.865

L59222A
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t2 lnventories

The closing stocks of commodities volued ot Kshs 1 ,415,820,327 (2016/2017 Kshs 2,455,927 ,565)
wos composed of the following:

(o)Composition of stocks
Locol White moize
Beons
Wheoi
Costor seeds
Poddy
Locol milled rice
Wimbi
Green Groms
Fertiliser
Pockoging bogs(Jute/OO)
lnsecticides
Totol
(b)stock of consumobles
Totol
Less:
Provision for stock shrinkoge
(2.2%)

Provision for obsolete
consumoble slock
Tolol provision
Totol closing slock of yeor end

13. Trode ond Other Receivobles

Former Associoted Compony
Debtors for imported Wheot
Trode Debtors
Stoff Debtors
Sundry Debiors ond Prepoyments
Totol
Less: Provision for bod ond
doubtful debts(b)
Net Trode ond Olher receivobles

(b) The provision for bod ond Doubtful debts
comprise the following:

Associoted Componies
Debtors for imported Wheot
Other trode debtors
Stoff debtors
Sundry debtors
Totol cumulolive provision

105,500,591 98,37 6,670

20a8
Kshs

19,202,445
70,88r,5t3

0
640

161 ,244,490
65,549,203

55,640
7 ,968,3\ |

1,327,531,344
27,265,037

12,173
1.679.710,896

63,585,080
1,743,295,976

2,282,237
107.782.828

1-635.513-1118

I 60,0/B
35,933,464

1,541,943,941
\24,291,085
188,572,981

1,890,901,549

9 43,557 ,9 t 4

9423Ai35

r 60.078
35,933,464

831,604,397
50,89 r ,834
242Ailtf

943J57-Lr4

2oII
Kshs

20,650,99 5
5,664,106

0
640

39,265,305
1 3,201 ,61 5

96,7 60
B,B02,l 60

2,4OB,BB2,I89
29,577 ,856

12,173
2.526.153,799

30,432,67 4
2,s56,586,472

2,282,237
r 00.658.907

2A55J,2Z'565

150,0/B
35,933,464

r ,01 9,01 9,082
124,912,936
I 4 i ,790,355

r ,321 ,887,9',t 5

9 43,557 ,91 4

378J30_001

160,078
35,933,464

831,604,397
50,89 r ,834
U2AilAL

943-55zrt4
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the ogeing onolysis of the gross trode debtors wos os followsA1

30 doys
30 ond 60 doys
6l ond 90 doys
9l ond 120 doys
doys

Reserve(old A/c)
Bo
Direcl ses for the yeor
Sub T

Fo Progronrme
Bqlo
Direcl ses for the yeor
S rges
Sub

Le
Be
Be
Be
Ov

201 8
Kshs

46,090,717
7 | ,534,429
53,498,560
62,465,440

980,825.031
L2tAA_A)AO

2017
Kshs

63,635,562
40,084,701
)0,077 ,7 47
I 1,825,816

893,467,256
LOU-oflOB2

ent Debtors - New Agency A/c

Th kdown of omounts outstonding in relotion io eoch octivity os well os remittonces
rnment during the yeor is summorized here below

Cumulotive
omounts Due

342,241,936

0
342.241.936

83,731,261
7 59,849

7.433.324
91.924.434

t9r,9r6,638
q

I 91.91 6.638

3,191,912.937
) 4,1 53,7 1 4,210

L998.564,010
I 9.344. t 91.156
19,970.374,165

Amounts
Received

Nel bol. due
30rh June 2018

Net bql. due
30rh June 2017

664,539,2?0
69,999,360
8.100.426

742.639.07 6

933,439,804
7,303,847.307

o
8.237.287,111
8,979.926.187

342,341,936
U

342.34r.93;

(s80,808,02?)
(69,239,s r 1 ))

1667,1021
(650.7r 4.64 r )

342,341,936
0

342.341.936

(r ,200,453,435)
(69s,68 r )

6.8 r 4.336
(1,192.943.4181

0

0
q

0
q
q

d Depots for

ses for the yeor

in Reserve(New A/c)

for the yeor

+d)
ceeds from sole of
ntes

bod & doublful debts
ng bolonce -30th

B/F
for the yeor

unt received during the

19 t,91 6,638

a
191.916.638

2,258,473.133
7 ,459 ,67 1 .9 62
L998.564,010

1 1.716.709.105
l 1.600.253.038

0
l 1.600.253,038

478,563,195

r_u2L68ti4it

l9l ,91 6,638
q

I 91.9r 6.638

2,83s,668,323
338,388,400
640.779.256

3.8 t4.835.980
3.156,1sr.135

480,000
3.155..671 .135

328,563, I 95

2-427_l07jAA

ent Debtors - MOA Fertilizer A/C

Du e yeor the Boord hondled ond sold ossorted quontities of fertilizers ol subsidized
the outstonding subsidy from GOK is os shown below

Bo

201 I
l(shs

42LLXD*LIZ
4,737,386,619
8,9 48,486,736

1,400,000,000
LSAAABA,]JA

2017
Kshs

4,509,558.104
2.868.982.888
7,378,550,992

3,\ 67 ,450.87 5
42LrJOO*LI7

il
il

Bol due from GOK

40
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,l6. 
Bonk ond Cosh Bolonces

The omount of Kshs 735,035,231 represents bonk bolonces ond cosh in hond held in the
Boord's Cosh Offices of Heod Office ond Cosh in lronsit os ot 30rn June 2018.

Cosh ot Bonk
Cosh in hond
Cosh in tronsil
Totol cosh qt Bqnk qnd in hond

The moke - up of bonk bolonces is os follows:
Detoiled onolysis of lhe cosh ond cosh equivolents

Finonciol inslilution Account number
o) Current occounl

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

b)bonk Overdrqfl
Tolol cosh ond cosh
equivolents

104 Bonk A/cs

201 I
Kshs

839,246,308
5,850, r 48

t1t0.o6t .2261

235J352il

2017
Kshs

2,85 r ,897,350
1,244,523

I R 5n7 51?

z&il-AA?,AlA

KShs

839,246,308
110,061,226)

5.850. r48
735.035.231

(s08,6 r7,238)

KS hs

2.85 r .897.350
18,507,542

1.244.523
2.87 1 .649 .41 4

(431 ,187,70t1

426AJ1-i9i L449AAlJ_1j

,I7. 
CAPITAL FUND

Bolonce B/F a-70il42)42 6_.304)_42L72

,I8. 
REVALUATIONRESERVE

The revoluotion reserve relotes to the revoluotion of items of property, plont, ond equipment.
The incorporotion of the new volues of ossets resulted lo o net revoluolion goin of Kslrs
6,889,998,967 ond together with brought forword bolonce increosed revoluotion reserve to
Kshs 9,589,422,793

19 hIET OPERATING PROFIT

The Boord recorded o Net Operoting Profit of Kshs.534,552,568 during the yeor under
review on its commerciol octivities. The Profil hove been tronsferred to the Revenue
Reserves Account leoving o debit bolonce of Kshs.6,923,946,726 os shown below;

Bolonce B/F
Nel profit for lhe yeor

201 8
Kshs

(7,458,499,294)
606.781,989

Gisl.zrz3osl

2017
Kshs

(7,724,303,234)
265,803,940

o-4sBAS329A

20. BANK OVERDRAFT

The Boord hos o stondby overdroft focility of Kshs.435 million with the Kenyo Commerciol
Bonk Limited to supplemenl working copitol. The bolonces os ot 30th June 20.l8 were os
follows:-

2018 2017
Kshs Kshs

Moin Bonk A/c 308.61 7.138 431,187 7O1

4l
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LOAN
Boord hos stonding odditionol short term loon focility with Kenyo Commerciol
3.3 billion. The bolonces os of 30th June 20,l8 were os follows:-

201 I
Kshs

2691,627,318
1,554,372,682

Bon

Bol

Re

du
8o

The
d

Do Borrowings
KCB

beginning of the yeor
borrowings during the yeor

s of clomestics borrowings
yeor
end of the yeor

does not hove ony externol loon. The
borrowing is os follows:

4.2!t6-0_OQ,0O0 2nil*a2J-$1

4246,000-000 ?.hil-_62J.dlf_

2017
Kshs

2691,627,318
n

0a

T

ond other Poyobles

bles

- owing to formers
- stoff
ditors ond provisions
litors ond provisions

20'l I
Kshs

1,935,644,390
3,527,257 ,567

10,857 ,97 4
1.121 .134.399
Lsr4-szr.fi)

2,305,805,307
1,402.035.508
3,707,840,910

a

20 t8
Kshs

17AOA3A2B

2017
Kshs

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

\.181,863.322
3.3!L250_076

0
2,612,494

U

2A2A%

1,857,033,244
605,508.563

2,462,541,807
r56.736.500

2017
Kshs

]1AAAJA28

Sun
Trq

for leove poy

D,^

Bo

for onnuol leove poy is bosed on

t beginning of the yeor
provision of end of yeor

during the yeor
Bol end of the yeor

red by full-time employees up
to of the yeor

Due to GOK - Fertilizer Soles

B/F

onces

The

surpl
show

P

0
0

a
a

Bo
So yeor

A
ei

to GOK ot yeor
3.702840_Zt0 2J05.805302

nt morl<et lntervention A/c
e in this occount relotes to 1994/1995 moize iniervenlion ond subsequent moize
ctions in 1995/95 ond 1996197. As ot Bolonce sheet dote there wos still o retoined

\7 4,063,028 to be offset ogoinst other GOK debts which ore still under review os

ue to GOK os of yeor end

42
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3o'" JUNE 2018

25. Government Agency Account- operoling Resulls (Old Account)
Prior to liberolizotion in groin morketing in December 1993 the Boord used to receive cereols
from overseos under either Food Aid or Loon Progroms on beholf of the Government of Kenyo. A
formol Agency Agreement ihot is siill in force wos entered inlo on lBrh Jonuory 1990 between
the GOK ond ihe Boord. The ogreement stipuloted ierms ond conditions os well os lhe
occountobility procedures to be observed by the Boord for these commodities. An Agency
Commission ol 8% of soles volue wos chorged to meet the Boord's monogement ond overheod
costs. The bolonce held on beholf of the Government os of 30th June 20.]8 remoined the some
os in previous yeor.

Bolonce due to GOK os of yeor end

26. Creditors - Due to GOK on SGR moize sqles

Bolonce B/F
Soles for the yeor

Less: Remittonces
Moize collections for tronsport costs

Operoting profil
Add bock
Depreciotion
Amortisotion
Provision for Stock Shrinkoge
Provision for bod ond doubtful debts
Operoling profit/(loss) before working copitol
chonges
(lncreose)/decreose in lrode debtors ond other
receivobles
(lncreose) /decreose in inventories
lncreose/(decreose) in trode ond other poyobles
lncreose/(decreose) in Bonk Loon
Cosh generoted from/(used in) operolions

(b) Anolysis of cosh ond cosh equivolents

Cosh of bonk
Cosh in hond

1 . l 40.765.1 68 691 .929 ,916

201 I
Kshs

-143-115039-

1,630,728,425
20.353.837,592
21 ,984.566,017
18,287,773,060

472,544,025
18,760,3I 7,085
L22L248-93,

2017
Kshs

-l4LI95-03-?

634,351,602
1o,770.368.643
| 1,404,720,245
9,773,991 .82A

a
a

1J'39J2l'42s.Bolonce due to Gok of yeor end

27. TAXATION
NCPB is o toxoble orgonizolion ond lncome Tox Returns hove been filed with the Commissioner
of lncome Tox up lo the yeor of income ended 30th June 2018, which reflected o cumulotive
loxoble losses omounting to Kshs.7, 670,510,791. However Kshs 964,765,588 represents VAT
orreors poyoble to KRA on provision of ogencies services to GOK.

28. NOTES TO THE STATEMENT OF CASH FLOWS

(o) Reconciliotion of operoting profit/(loss) to
Cosh generoted from/(used in) operotions

20r8
Kshs

606,78',l ,989

37 4,564,983
2,29 4,27 5
7,123,921

rs0.000.000

(r r ,086,945,704)
813,290,495

5,626,39 5,307
1.554,372,682

(1 .9 s2,122.0s3\

2017
Kshs

265,803,940

37 6,831 ,492
7 48,970
545.51 5

48,000.000

(9 6,1 4s,2771
(1546,229,1291
(t,960,450,174)

2,691 ,627,318
Q19.267.346\

230,458,825
s,850, r48

2,85 r ,897,350
1,244,523
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C
B

Tronsit

cosh equivolent of yeor end

PARTY DISCLOSURES

Tro s with reloted porties

o) reloted porties:

to government Porostolols
to county Governments

(b) incurred on beholf of reloted porty:

ent of solories ond woges

(c) nogement Compensotion

ors Expenses
pensotion to Key Monogemeni stoff

ENT LIABILITIES

guorontees
cloims ogoinst the Boord

968-633.46_2 flAAa?2oA

110,061 ,226
(308.617.238)
42AA77j3i

t0,)24,439
30,409.488
4os3ji2J

I 8,507,54l
(431 ,187,70l)

ZAAOAilJ-LJ

2017
Kshs

433,839,410
3. r r 5.890

426_?5fftoo

9,977 ,579
30.409.488
4029A5A7

5

q

S

2018
Kshs

0

a
q

00
345,r80,000 345,180.000
345.180.000 345.180.000

The hod contingent liobilities omounting to Kshs.345,l80,0OO os ot 3Oth June 20lZ due
to
ho court coses ogoinst the Boord for vorious reosons

disputes with suppliers of goods ond services together with other individuols who

L RISK MANAGEMENT

The 's octivities expose it to o vorieiy of finonciol risks including credit ond liquidity risks
o L ts of chonges in foreign currency. The compony's overoll risk monogement

e focuses on unpredictobility of chonges in the business environment ond seeks
to ise the potentiol odverse effect of such risks on iis performonce by setting
o ble levels of risk. The compony does not hedge ony risks ond hos in ploce policies to
ens t credit is only extended to customers wiih on estoblished credii history

The ony's finonciol risk monogemenl objectives ond policies ore detoiled below

The
poy
with

hos exposure to credit risk, which is the risk thot o counterporty will be unoble to
s in full when due. Credit risk orises from cosh ond cosh equivolents, ond deposils
os well os trode ond other receivobles ond ovoiloble-for-sole finonciol

ent ossesses the credit quolity of eoch cusiomer, toking into occount iis finonciol
ost experience ond other foctors. lndividuol risk limits ore set bosed on internol or

ent in occordonce wilh limits set by the directors. Ihe omounts presented in
ent of finonciol position ore nel of ollowonces for doubtful receivobles, estimoted

44
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by the compony's monogement bosed on prior experience ond their ossessment of the
current economic environment.

The receivobles thot ore posl clue dote relote lo lrode receivobles overdue between 30-120
doys. The receivobles ore not impoired ond continue to be poid. However o provision for bod
ond doubtfully debts is provided ond is deolt with in the lncome stotement.

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

ii) Liquidity risk monogement

Ultimote responsibility for liquidity risk monogement resls with the Boord's directors, who hove
built on oppropriote liquidity risk monogement fromework for the monogement of the Boord's
short, medium ond long-term funding ond liquidity monogement requirements. The Boord
monoges liquidity risk by mointoining odequote reserves (cosh ond bonk bolonce), reserve
borrowing focilities by through coniinuous monitoring of forecosts ond octuol cosh flows ond
motching the moturity profiles of finonciol ossels with liobilities.

(iii) Morket risk

The boord hos put in ploce on internol oudil ond Complionce funclion lo ossist it in ossessing
the risk foced by the entity on on ongoing bosis, evoluote ond test the design ond
effecliveness of its internol occouniing ond operotionol controls.

lr4orket risk is the risk orising from chonges in morket prices, such os inlerest rote, equity prices
ond foreign exchonge rotes which will offect the Boord's income or the volue of its holding
of finonciol instruments. The objective of morket risk monogement is lo monoge ond control
morket risk exposures within occeptoble porometers, while optimising the return. Overoll
responsibility for monoging morkel risk rests with the Audit ond Risk Monogement
Committee.

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

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

o) Foreign currency risk

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

b) lnteresl rote risk

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

Io monoge the interest rote risk, monogement hos endeovoured to bonk with instilutions
thoi offer fovouroble interest rote chorges ond with negolioble terms.
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Net

Ti'r

20'r8
Kshs

9,589,422,793
(6,85r,7r7,30s)

6,304,142,172

?,041,847,650

4,554,617,238
73s.035,231

2017
Kshs

9,589,422,793
(7,458,499,2941

6,304.\ 42,\72

8,435,065,671

3,122,815,019
2,871 .649,414

AND PRODUCE BOARD
AND FINANCIAL STATEMENTS
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gement

Boord's copitol risk monogement is to sofeguord the Boord's obility to continue
The Boord copitol structure comprises of the following funds:

bonk bolonces

ess cosh ond cosh
(3jll.182-Oo7)

(42.24%)

(2flJAs-60s)

(2.e8%):

N

lncorporoted in Kenyo under the Act of Porlioment is domiciled in Kenyo.

R IHE REPORTING PERIOD

no moteriol odjusting ond non- odjusting events ofter the

I stotements ore presented in Kenyo Shillings (Kshs)

d
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(YI. PROGRESS ON fOTLOW UP OT AUDITOR RECOMMENDATIONS

fhe fotlowing ls the summory of issues roised by lhe externol ouditor, ond monogemeni commenh lhol were provided lo the oudilor. We hove nominoied focol
persons lo resotve the vorious issues os shown below wilh lhe ossocloled time frome wilhin which we expecl lhe issues lo be resolved.

Rel
No.

Focol Poinl person lo
resolve lhe issue

(Nome ond
designolion)

Slolus:
(Resolved

/ Not
Resolved,)

Timelrome:
(Pul o dote when You
expecl lhe issue lo be

resolved)
Monogemenl commenlslssue / Observolions lrom Audilor

John Ngelich
Boord Secrelory

Cose is in CourlNol
Resolved

Procuremenf of 40,000 Melric Tons ol Moize
qs previously reporled. The Boord entered
nlo o fixed sum controcl Kshs. 730,968.000 on
26lh November wilh o compony on 26
:l ove m ber-2004*f or-lhe-s u pp ly-40,000-MI-of-----
ryhite moize ot US Dollors 229 per MT which
aros nol executed. The supplier soughl for
lrbilrolion with Kenyo Chopter, lnstitule of
3horlered Arbilrotors ond in July lhe 2C09 wos
rworded US$ 3.106.000 for breoch of
:onlrocl. On oppeol by lhe Boord, the
:word wos increosed to US$ 6.1 40.859 being

=quivolent 
lo Kshs.552,677.382 of which on

f,mount of Kshs.254,864.285 hos been seltled
eoving o bolonce ol Kshs.25l .499.5I 4.
qllhough lhe cose is pending in courl
:woiling ils heoring ond delerminoiion. il is

rol however, possible lo
:scerloin the extenf of the liobilily lhot moy
:rise os o resull of the cloim in queslion.

The obove moller reloles 1o o conlrocl between NCPB ond Erod Suppliers &

Generol Conkocls for supply ond delivery of 40.000 MI of imported moize for
purposes of replenishing Strotegic Groin Reserves during the drought during
20Ol /2OO2 FY. Ihe Supplier foiled to deliver the moize within two weeks os

envisoged in lhe confroct. The Supplier ihereofter referred lhe molter to on
orbilrotor ciling breoch of controcl for foiling lo open o Lelter of Credit (LC).

NCPB octed os on ogent of lhe Governmenl in lhe imporlolion of moize.

tiof theGovernmEntsh6uld-h-Ve'Ovoil-ed-f Uh--df t-dNCPB-
for opening lhe LC being the principol. The motter wos heord by the orbitrolor
who oworded lhe supplier USD 3.106,000 together wilh inlerest of l2%.

The Boord oppeoled ogoinsl lhe oword ot the High Courl. however the couri
declined lo set oside the oword bul finolly odvised thot the Court of Appeol
wos lhe only ovenue NCPB court use lo sel oside lhe oword.

The oppeol hos been on-going with the opplicotion by EACC to be enioined in
lhe cose ond to present odditionol evidence wos heord ond lhe court
enjoined them but direcled thot the odditionol evidence is heord on priorily
bosis.

ln lhe event the court of Appeol ollows the oppeol, the orbikol oword will be
sel oside ond direclions given by lhe courl cn the next course of oction. The

Boord sholl therefore opply for resfilution for iunds confiscoted ond ossels

loken during lhe otlochmenl.

lf lhe court dismisses the oppeol. lhe Boord sholl poy lhe bolonce of lhe
decretol sum which will lhen be possed lo ihe Government. Ihe SFR Boord is

regulorly updoted on lhe motler

The Supplieaclorined t
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ond
designolion) Resolved)

lo beexpecl lhe
resolved)

The courl is the only oulhority which con finolly oddress lhe omounl poyoble if
ony or the omounl due lo lhe Boord if lhe oword is sel oside.

We wish lo clorify thol lhe Kshs. 314 million wos collected lhrough gornishee
process where lhe Boord's bonkers were compelled lo freeze the NCPB's bonk
occounls ond tronsmil lhe funds lo Erod os direcled by lhe courl.

The moller come up for heoring on lsr Morch 2017 tor the heoring of lhe
oddilionol evidence by EACC. However lwo Judges requesled lo recluse due
lo relolionship wilh the Respondenl ond the olher hoving previously ocled for
the Respondent. The courl direcled thol o new heoring be fixed on priorily
bosis before lhe bench which ollowed lhe oddilionol evidence lo be
inlroduced.

ll is therefore prudenl lhol oll cost be occumuloled under GoK ogency
occounl unlil such o lime the finol verdict is issued.

Currenl Posilion

During lheir rouline tox oudils, Kenyo Revenue Aulhority (KRA) indicoled lhol
GoK ogency services rendered by NCPB ore subjecl lo Volue Added Tox (vAT)

ond the SGR Trustees were odvised lo eilher seek exemplion from Treosury or
budgelory provision lo poy the lox omounl

Severol ollempts were mode to seek exemption from Treosury ond evenluolly
lhe Nolionol Treosury through leller ref. DFN 415/41 l/01 doted 7lh Februory
2013 clorified lhol ogency services ore subjecl to vAT ond lherefore NCPB

should comply wilh the low. The porenl minislry wos odvised lo seek budgetory
provision lo cover lhe VAT orreors.

NCPB complied immediolely by incorporoting VAT on oll invoices for ogency
services with effecl from lsr Jonuory 2013. However VAT ossessmenl for period
2001 to 2012 which wos nol chorged remoined unresolved which stood ot
Kshs(l.B billion(mode up of principol ond penoliies ond inlerest)

MD

resolved
Nol

i)Toxolion
As previously reported in the previous yeor.

lncluded olso in lhe currenl liobililies
bolonce of Kshs.l0,826,l82.855 os ol 30rh

June 2016 is on omount of Kshs.964,765,588

in respecl if Volue odded lox oneors
poyoble to Kenyo Revenue Auihorily on
provision of ogencies services to lhe
governmenl. This figure includes
Kshs.4.l0.092,367 lox lhol hos remoined
oulslonding since 2002. This omounl
continues to otlrocl penoliies ond interesl
thot hove nol been ossessed ond
incorporoted in lhe finonciol slotements.

Currenl Liobilities

2017 /20tBFY
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Rel
No.

lssue / Observolions from Audilor Monogement commenls

Focol Poinl person to
resolve lhe issue

(Nome ond
designolion)

Stqlus:
(Reso/ved

/ Not
Resolved)

Timelrome:
(Pul o dote when you
expecl lhe rssue lo be

resolved)

Subsequenlly KRA issued on ogency nolice doted 24th Aptil2013 to oll NCPB

bonkers lo recover lhe lox orreors componenl for lhe period 2010 lo 2012

omounting lo Kshs. 464,430.643.61. The ogency nolice wos enforced ond
Kshs.54,338,277.00 loken from NCPB bonk occounts leoving o bolonce of
Kshs.410.092.367. The PS - MOALF inlervened to hove the bonk occount
unfrozen ond furlher oppeoled lo Treosury to provide funds to cover lhe tox
orreors. Ihe molter wos referred to lhe Skotegic Food Reserve Oversighl Boord
who occepled to toke lhe responsibilily for lhe VAT oreors on ogency services

The PS-MOALF wrote lo KRA on 22"d Morch 2015 proposing o repoyment plon
for lhe principol VAT orreors os opproved by SFR Boord of KShs. 964.77 millionin
3 instolments.
However vide lheir letter doted 6!h April 2016. KRA wrote indicoting thol the
poyment plon hod been rejected indicoling thot lhe full settlement should be
within o period of twelve months ond threotened to effecl recovery oction.

Following severol oppeols by NCPB for ihe molter lo be resolved on one hond
ond efforls by KRA to enforce colleclion meosures on lhe olher hond thot
resulted inlo o Nolice of dislress detroining goods ond choltels. lhe Notionol
Assembly Depodmentol Commitfee on Agricullure Livestock ond Cooperolives
look up lhe moller with o view of finding on omicoble solulion.

Ihe Committee in its sitting on l4lh June 2016 direcled the CS MOALF ond CS

Nolionol lreosury io meel ond find o solution to the motter.

Ihey reporled bock to the Commiltee on 30lh .June 2016 where ii wos ogreed
thol the besl oplion wos obondonment of lhe tox due to difficully in poying os

lhe budget provision for SFR hove reduced subslonliolly.

As guided by Commissioner Generol {KRA). NCPB mode o formol request for
obondonmenl vide lelter Ref : NCPB/CONF/ 1/2 doted 5th July 2016 lo KRA ond

Currenl Slolus
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r
rac^lwa lha iccr ra (,(esolved

Rel
No. (Nome ond

designotion) Resolved)
expecl ,he issue lo be

resorved)

ii)Trode Credilors - Kshs 443,535,381

Similorly os previously reporled,'lhe credilors
ond provisions bolonce of Kshs.
6,7 53,703,604 os disclosed under Note I 3 lo
lhe finonciol slolemenls includes on omounl
of Kshs. 202.291.356 reloling lo lhe lrode
credilors lhot hove been oulslonding since
July 2012. No solisfoclory reoson hos been
given for lhe foilure lo setlle the liobilities.

ihe oulcome is being owoiled. A follow up wos mode by the PS MOALF vide
lelter Ref .MOA /LCD/9/A/2/vOL.lV leller doted 6'h Oclober 2016.

Following lhe obove developmenl where lhe SGR Boord owned up the lox
responsibilily ond the subsequenl resolulion by the Nolionol Assembly
Deporlmenlol Commiltees on Agricullure ond Co-operolives for
obondonmenl. lhe entire lox omounl will be reversed from NCPB books of
occounl once lhe opprovol is gronled.

These credilors ore orising from troding oclivities ond ore being reconciled in

order to confirm lhose thol ore poyoble ond oppropriole oclion loken. John Gichuru
Finonce Monoger

Not
Resolved

30/06/2018

iii) Oulstonding poymenls ond receipts in

Furlher lhe slolemenl of finonciol posilion
reflecls on omounl of Kshs. 299,O7O.750

under Bonk Overdrofl. A review of bonk
reconciliolion slolement for the occounl
moinloined ot KCB KENCOM Bronch A/C
No. I 107-165-679 reveoled omounts of Kshs.

4,169.757 ond Kshs. 1,490,672 described os
poymenls in bonk nol in cosh book ond
receipls in the bonk nol in cosh book
respeclively. lhot hove been oulstonding
since June 2015. No explonolion hos been
nrovialeal fnr lhc nmor rnk Cnnscnr rpnllw

bonk slotement

The lwo omounis ore enlries in lhe bonk stolemenls which ore foreign ond
whose detoils 'lhe bonk hos promised lo provide. These omounts ore slill
oulslonding ond hos been confirmed by KCB thot lhe moller is receiving
ollenlion ond thot the investigolions ore slill ongoing os per leller Doled 6th

Morch 2017.

Cornel Ngelechey
resolved
Not

N/06/2017
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Ref
No.

lssue / Observotions lrom Audilor Monogement commenls

Focol Point person lo
resolve the issue

(Nome ond
designolion)

Slotus:
(Resolved

/ Not
Resolved)

Timefrome:
(Pul a dote when you
expecl lhe issue lo be

resolved)

lhe occurocy of lhe overdroft omounl of
Kshs.299,940,489 os ot 3Orh June 2016 connol
connot be confirmed.

3.1 30/06/2017

Deblors ond Prepoymenls

The Deblors ond prepoymenls

!otonce of Kshs. 545.036,971 os disclosed

under Nole 6 to the Finonciol sfofernenl
inc,udes trode deblor bolonces lololing
Kshs.753,589.267 represenling 72% of trode
deblors lhot hove been oufslonding for more
thotn four (4) yeors. Although o cumvlotive
bod deb,s provision of Kshs 943.557,914 hos

been provided f or in the finonciolslolemenls,
i/l hos nol been possibie lo confim whether
cnd if so. when the Boord will be oble lo
'ecover lhe omounfs. No oclion oppeor to

hove been token lo ensure recovery of lhe
Cebts.

We wish to clorify lhot the omounl of Kshs. 987.193,951 .00 indicoted os older
lhon fouryeors wos for30rh June 2015. As ot 30,h June 20l6lhe bolonce
outslonding hod reduced to KShs. 753.589.267.O0 os summorized below:-

The monogement will be presenling recommendotions for wriie off to the
Boord Members for opprovol once lhe wrile-off policy is opproved.

Ihot notwilhslonding. NCPB hos vigorously been pursuing poyments of debts
including toking legol oction ogoinst defoulters ond currenlly coses involving
Kshs.56.9 million ore under liligotion. Goods ond properlies for olher defoulters
especiolly for renlol orreors hove been confiscoted ond will be sold lo defroy
oulstonding renlol oneors.

However os o prudenl meosure, NCPB hos provided Kshs.943 million os provision
doublful debls.

AMOUNT
(KsHS)

30/06/201s

AMOUNT
(KsH s)
30/06/2016

MANAGEMENT
ACTION

Debts
recommended for
wriie off

628.084,650 628.084.650 Boord's
opprovol for write

off
Debls Under
Litiootion

56.934,695
56.934.695

Coses in Coud

Collectoble Debts 302,17 4.606 68.569,922 Ihe bolonce is

beino oursued
Tolol 987. I 93,?51 7 53,589,267

John Gichuru
Finonce Monoger

Not
resolved

3.2

Government Deblors Agency

As previously reported, Governmenl Agency
Agency Account bolonce of Kshs.

2.961.873.689 os ol 30rh June 2016 still

5l

CAIEGORY
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Iimelrome:
lPttl a Aala whan vat t

(ReiolvedI
No.

Issue / Observolions fronr Audilor

designolion)
(NOme ond

Resolved) belhe
resolved)

includes broughl forword figures of Kshs.

342.341 ,936 ond Kshs. 191,916,538 reloiing lo
Strolegic Groin Reserve progromme - old
occounl ond GOK l7 selected depols for
old occounl Fomine Relief respectively.
both of which hove remoined unpoid for
over 17 yeors. lt hos not been possible lo
confirm whether ond if so. the Boord will be
oble lo recover lhe omounts. No provision
for bod debls hos been mode in this regord.

The oulslonding debls ore old debls omounling lo Kshs.S34.25 million os shown
below:-

Old Debts Kshs

i)

Cosl of Reserved Copocity & Wheot
Morkel lnlervention Accounlon SGR

I

I

I 342,34t,936

iit
l7 G.O.K Depols reserved for Fomine
Relief Proqrommq r 9l .9 r 6.638

Tolol 534,258,574

A Committee wos consliluled comprising officer from MOALF. MOD&p,
Treosury ond NCPB who wenl through oll NCPB cloim. However lhe finol reporl
wos not issued lo ollow implemeniolion of the recommendolions.

The motler will be finolized once o commitlee lo relook ot lhe cloims is

reconslituled.
However os o prudenl meosure lhe monogemenl hos provided Kshs 280
million os provision for doubtful debls.

Cornel Ngelechey
GM, F&P

Nol
Resolved

30/o6/2018

21

Connon insuronce Arbilrolion

The slolemenl of finonciol position's deblors
ond prepoyments bolonce of Kshs.

545,036.97) includes on omount of kshs.
20.354.729 being o deposil for o court cose
between M?S Afgri Troding (PTY) Limited Vs

Boord. The deposil hod been occosioned
by o suil between Con Assuronce Limiled
ond Afgri Troding Limiled. Exominotion of
documents ovoiloble reveoled lhot the
moller orose os o resull of on oword in 2008
to Afgri Troding Limiled to supply 50,000MI
of while moize. During delivery, on 20lyh
November 2008. the Boord wos informed of
on explosion on lhe vessel corrying lhe
moize wherehv 6 35Otu1T werc domoocd

The Boord controcled Afgri (Ply) Limiled of Soulh Africo on 8ll' Augusl, 2008 for
the supply of 60,0001 12% melric lons lo be shipped on or before l5th
November, 2008 in shiploods of 20,0O0 melric lon. The I'r ond 2nd ships orrived
sofely wilhout ony incident. Howevellhe Boord wos informed by lhe supplier
lhol 'lhere hod been on explosion on lhe ship lronsporling the 3,d consignment.

The Ship wos orresied by Connon Assuronce Compony upon orriving ot the
port of Momboso ond lhus occrued demurroge of USD 2ll.3S9.lB by ihe time
it wos ollowed 1o soil owoy ofter issuing o suiloble bonk guoronlee.

The NCPB then cloimed from ond wos poid o sum of Kshs. However. wilhout lhe
lhe knowledge of NCPB lhe supplier commenced orbilrotion process in
London ogoinsl M/s. Afgri (Ply) Limiled in exercise of lheir righl of subrogolion.

in

4.4 Conon lnsuronce Arbilrolion

Resolved

rI !I.TEII}iIIiI r.r
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No.

lssue / Observotions from Audilor Monogement commenls

Focol Poinl person to
resoive the issue

(Nome ond
designolion)

Stolus:
(Resolved

/ Not
Resolved)

Timefrome:
(Pul o dote when you
expecl lhe rssue fo be

resolved)

ond declored unfil for humon consumplion
Limited. The moize hod been insured
ogoinsl morine perils by Connon Assuronce
Ltd. The Boord lherefore cloimed for
compensolion of domoged moize for Kshs.

217 million shillings which wos poid. Further,
exominotion of documents reveoled lhot
lhe insuronce compony ofter compensoling
compensoling lhe Boord instituled legol
proceedings ogoinsl the vessel which
resulled in detoining lhe vessel thot hod
tronsporled the moize. The detention of the
vessel led fo occumulotion of demurroge
chorges totolling lo USD 2i 1,359. Ihis wos
followed up by lhe insurer (Conon
lnsuronce)insliluting orbitrotion proceedings
wilhout consulling lhe 8oord. The ruling wos
mode in fovour of Afgri Troding (PTY) Lid ond
ond lhe cloim of USD 2l 1.359, 47o per onnum
onnum inlersl. #4,656 cosl of orbilroliobn
ond Kshs. 590.345 toxed bill. This hos since
been poid by lhe Boord to Afgri Troding PTY

Limited. li is nol cleor why these cosls were
incured by the Boord since lhe Boord did
nol inslrucl lhe insuronce compony to sue
ond deloin the vessel. Consequently. lhe
propriely of the cost of Kshs. 20.354,729
incurred by the Boord os compensolion lo
Afgri Troding (PfY) Limited connol be
confirmed.

Afgri (Ply) Limiied olso filed o counlercloim of USD 2l 1.359.18. Connon
Assuronce obondoned lhe cose when lhey reolized thol they hod sued the
wrong porly ond Afgri were oworded lheir countercloim.

When fhe orbilrotion process wos obondoned, the counler cloim for USD

2l 1,359.18 wos lefl undefended ond lherefore the orbilrolor oworded Afgri the
demurroge cloim. The Boord wos thereofler served wilh the orbilrol word for
USD 2l I .359. I B plus inferest, orbilrotion cosl f,4.556 ond toxed cosl kshs. 590.345.

Ihe orbitrol oword wos domeslicoled in Kenyo ond o decree wos issued
doted 20rh Moy 2013. NCPB brought the motler to the ottention of Connon
Assuronce who declined to loke up lhe poymenl ond NCPB wos therefore
forced io setlle lhe cloim 1o overt lhe procloimed ossets being olloched ond
sold by ouclioneers. NCPB brought lhe mofter to lhe ollention of lhe regulotor
for oclions considered inoppropriote by Conon Assuronce. Ihey ore yet lo
respond desplie severol reminders. Ihe Boord hos since filed o suil ogoinst
Connon Assuronce for the recovery of Kshs. 20,354,729 os per lhe oltoched
courl pleodings.

with the ouclioneer hoving procloimed ond ottoched NCPB's ossets the only
recourse ovoiloble wos lo settle lhe judgemenl oword ond pursue Conon
Assuronce for the restitulion of the oword ond ony oltendont costs.

Ihe olternolive for NCPB wos lo disregord the court orders ond hove lhe ossets
procloimed sold ond the monogement cited for conlempt of courl.

Currenl Posilion

The Ship owner hos proposed o commerciol seltlemenl For the porlies to be
poid ond the bonk guorontee be releosed without odmission of liobilily.

The omounl hos since been setlled ol KShs.24 million inclusive of legol chorges

Sloroge Focililies
As previously reporled, ond os disclosed
..rnder Note 5 1o lhe finonciol stotements
f,rooerlv. olonl ond eouioment bolonce of

4.1 Sloroge Focililies

ll is true thol included in lhe Fixed Asset Register of the Boord ore fifty five (55)

donor funded slorooe focililies which hove not been formollv tronsfened lo the

4. I
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(Pu! o dole when vovxeI lc<r,a / 6hcarualian< fram Arrdilar (NOme ono
designotion)

Resolved)

lhe Boord.

As sloled in our previous responses, lhe issue of tronsfer of fifty (55) donor
sloroge focililies wos lo be oddressed os porl of ossel diveslilure progromme.
However. lhe ossel divestilure ond review of legol fromework ore lhe lwo
pending commerciolizolion reform octions, which were lefl oulstonding in

previous reslrucluring progromme.

The Boord hos been following this molter wilh the Governmenl wilh o reminder
done vide lellers Ref: NCPB/CONF/1/9 doted 21' Februory 2Ol7 ond29t^
November 2016. The Nolionol lreosury hod in their letler Ref : Zl 40/6410l I

doted 20th December 2013 sought lo know whelher vesling orders hod been
issued by lhe Government being lhe legol inslrumenl for lronsfer of ossels to
lhe Boord.

The Nolionol Treosury furiher noted thot the Boord wos undergoing reslrucluring
ond lhe preliminory proposol indicoted lhot il moy be splil inlo lhree enlities
meoning lhol'lhe Boord will not exisl in ils cuneni form.
ll Jherefore recommended lhol the lronsfer of the sloroge focililies be held in
obeyonce unlil such lime lhol it is cleor to which enlity the focililies will be
lronsferred lo.

Currenl Slolus
NCPB hos since followed up wilh lhe MOALF seeking updote on lhe current
slotus of issuonce of vesling orders for the 55 donor funded projects. This hos

been done vide lelter ref: NCPB/CONF/l/9 doled 29rh November 2016 ond 2l't
Februory 20)7 respeciively. Following o meeling held ol the Treosury on I'r
Morch 2017 between Noiionol Treosury officers ond NCPB lo discuss lhis moller,
oddilionol informo'lion ond documenls were soughl ond hove since been
submilted vide leller ref: NCPB/CONF./1 /9 doted I sr Morch 201 7 ond 31"
Morch 2017 respeclively (oltoched os Annex Xlll(o) & Xlll(b). We ore owoiling
for feedbock from Nolionol Treosury.

Ghs.7.O54.477,805 602) os ol 30th June 20i6
;lill includes fifly five (55) donor funded
;toroge focililies whose ownership hos nol
ceen clorified. Allhough in its silling on l ilh
Augusl 1998, the Public lnvestmenl
Commiltee directed bolh the porenf
Minislry ond Treosury lo look inlo lhe molter
wi'lh o view to formerly lronsferring the
locilities lo lhe Boord, no progress oppeors
lo hcve been recorded os ol the dole of
this report.

Nol
Resolved

30/06/2019John Ngelich
Boord Secretory

There ore lhirty seven (37) plols whose lille documents hove nol been ocquired
by lhe Boord. The molrix below is o summory of the cunenl slolus of lille
ocquisition for lhe thirty seven (37) plots:-

c-l

As previously reporled. lhe property. plonl

ond equipmenl figure of Kshs.

7 .O54,477 ,BO5 olso includes thirty seven (37)

(37) porcels of lond lhol hove been cosled
cosled ol Kshs.54,383,887 lhoi do hove tille

Lond
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Focol Poinl person to
resolve lhe issue

(Nome ond
designolion)

/ Not
Resolved)

Slolus:
(Resolved

Timefrome:
(Pul o dote when you
expecf lhe issue lo be

resolved)

deeds. lnformotion ovoiloble. indicoles
thot some of lhe porcels ore leosed from

Kenyo Roilwoys Corporotion.

SUMMARY CURRENT STATUS

Plots Controcled to Surveyors 30

B. Plots Under Kenyo Roilwoys J

The obove siluotion is indicotive of
significont impoirmenl on some of lhe
properties. Consequently il is nol possible

lo oscerloin the occurocy of properly,
plonl ond equipment bolonce of Kshs.

7,054,477,N5 reflecled in the finonciol
slolements.

C Plots Wiih Londs Regiskor 2

Totol Plols 37

The deloils ore specified below:-

o) Plots Conlrocled to Surveyors

Ihe Thkly (30) porcels of lond controcled to five surveyors for processing of lille
deeds. ore in vorious sloges of title ocquisif ion

Lond Under Kenyo s

Ihe five plols under Kenyo Roilwoys Corporotion ore owoiling the completion
of Survey ond Tille Deed preporotion process which the orgonizolion is

currenlly underloking, ofter which they will prepore Long Term Leoses for NCPB
for regislrolion ol the respective Lond Registrors.

This is in occordonce to lelter ref . GMB/LS/OP.l Vol. lV doted ) Zth Seplember
2013. ond lelter ref. GMB/LS/OP. I Vol. lV doled 26th November 2013.

c) Plols wilh the Lond Regislror - 2 Plols

There following i-wo porcels of Lond whose files ore wilh the Lond Regislror -
Noirobi ore in lhe process of registrotion/finolizolion:-

Mokowe LR. 12852/3

2 Muhoroni lownship/180

55

Ref
No.

lssue / Observolions from Auditor Monogement commenls



Ja,

NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FoR THE YEAR ENDED 3o'" JLrNE 2ot8

Slolus:E^^^l o^i^l ^^'-^^ l^

/ Nol
(Put o date when you

ISSUe / (JoseryOllons IrOm AUOtTOt
No.

Evons Wosike
Not
resolved

30/06t20185.

Slofl Cosls ond Woges
Ihe stoff cosls ond woges figure of Kshs.

780,054,335 os disclosed in Nole 25 to the
finonciol stolemenis include on omounl of
(shs. 6,250,848 in respect of ociing
:llowonces poid to employees for periods
:xceeding six monlhs. conlrory to public
iervice Commission Humon Resources
)olicies ond Procedures Monuol ond lhe
Joord's humon Resource Policy. The Boord is
'herefore in breoch of Public Service
lommission humon Resource policies ond
ls own Humon Resouce Policy.

ll is lrue lhol o number of employees hove been working in Acting Copocily
for more lhon recommended Governmenl regulolion ond NCPB'S Humon
Resource Policy of six monlhs.

The Boord hos been undergoing o reskucluring process for lhe lost seven yeors.

Decision to fill posilions for senior Monogers wos deferred; hence. the

exlended ocling oppointmenls.

We would like lo confirm lhot lhe orgonizolionol design which wos porl of lhe

reslrucluring hos now been done ond the revised skuclure hos been senl lo

lhe Ministry of Agricullure Liveslock ond Fisheries IMOALF) for concurrency ofler
being opproved by lhe Nolionol Cereols ond Produce Boord Boord of
Direclors.

The Boord of Directors hos olso opproved confirmotion of officers octing in key

posilions subjecl lo lhe Boord obloining the necessory opprovols ond

concurrencies from relevont governmenl bodies.

resolved
Noi {/0612018Cornel Ngelechey

GM, F&P
6.

We wish lo clorify thol lhe closing slock is volued ol lhe end yeor on lhe bosis

of Fksl -in -First oul (FIFO) ond nol weighled overoge cosl per producl.
Altoched is the slock movemenl ond voluolion. The tille in lhe iniliol schedule
submiited for oudil wos inodverlenlly indicoled os weighled overoge ond
hos since been conecled.

As per NCPB policy on voluolion o provision of shrinkoge of 2.2% of lhe volue
of purchose of pulses wos mode.

The slock voluolion lherefore wos os per nole I (e) ond NCPB policy
The some will be resolved during nexl oudil review.

Nole l(e) lo the finonciol slolements stoles
lhol closing stocks hove been volued on lhe
lhe bosis of firsl in firsl out (FIFO) principle,
cpplying lhe lower of lhe cosl ond net
'eolizoble volue ond o provision of stock
;horloge computed ol o role of 2.2% ot lhe
volue of lhe yeor's purchoses. A review of
the stock loking documents however
'eveoled lhot slocks hove been volued ot
f,n overoge price. Under the circumslonce,
lhe occurocy of lhe operoling slocks figure
cf kshs. 910,243,950 os ol 30rh June 2016 os
'eflpclccl in lhc finonciol slolcmenls connol

Operoling Slock

:ltl
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onoging Director

:te

Choirmon of the Boord

Do1e......

lssue / Observolions from Auditor

Focol Poinl person to
resolve the issue

(Nome ond
designotion)

Slolus:
(Resolved

/ Not
Resolved)

cscerloined.

7

Finonce Cosls

Ihe stotement of finonciol performonce os

cl 30rh June 2015 ond os disclosed under
Nole 25 fo lhe finonciol stolements reflecls
finonce cosls tololing Kshs. 147.846.887.
ncluded in lhis figure is Kshs. 94,808.230 in
'especl of bonk overdrofl ond loon inleresl.
However, documenls ovoiloble shows thot
the Boord incurred Kshs. 120,172,194 os bonk
cverdrofl ond loon inleresl during the
period under review resulling to
unreconciled difference of Kshs. 25,363,964.
t is nol possible under lhe circumslonces to
confirm whether the finonce cosls figure of
kshs. 147.846.887 os ot 30rh June 2016 is foirly
sto tPcl

The lotol lnlerest on overdroft ond inlerest on loon wos kshs 227,879,283.70 oul
of which KShs. 147.57 4.229.30 perloin lo loon on ferlilizer PIF focility which wos
poid by MOALF togelher wilh lhe fertilizer subsidy leoving o bolonce of
KShs.80,305,054.40 ond togelher wilh borrowing commitment fee of KShs.

I 4,503, I 7 4.90 give o totol of KShs. 94,808.229.30 os reported in lhe onnuol
reporl. The some will be resolved during next oudit review.

Cornel Ngelechey
GM, F&P

Not
resolved

30/06/2018

ra,51

Rel
No.

Monogemenl commenls

Timefrome:
(Put o dole when you
expecl lhe rssue lo be

resolved)
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txXVII. APPEND 2: INTER-ENTITY TRANSFERS

Dote
01-07-2016
o\ -07-2016
0l -07-201 6

0r-07-20r6
0I -07-20 r 6

o1-07-2016
0 r-07-201 6
0t-07-2016
0t-07-2016
ot -07-2016
0l -07-20I 6

04-07-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
26-09-2016
l3-Oct-16
13-Oct-16
30-Oct-16
30-Oct-16
30-Oct-16
0l-Nov-16
Ol-Nov-16
0l -Nov- I 6
01 -Nov- I 6
30-Nov-15
OB-Dec- I 5

23-Dec-16
23-Dec-16
23-Dec-16
23-Dec- I 5

23-Dec- 1 6

29-Dec-\6
24-Jon-17
24-Jon-17

190

T

T

T

I

Breok of Tronsfers from the Stote De ntofA riculture ond Devolution ond Plonnin
FY 17 /1 8

Receiv ad From Receipt No Amounl (KShs)
The purpose ond FY to which lhe omounts
relote

MOA -F 4063032 10,494,601.20 Fumigoiion services-Morch 201 6
MOA .F 4063032 5,27 5,854.00 Fumigotion services-April 20 1 6

MOA -F 4063032 6,062,038.80 Commission on purchoses-Feb 2016
MOA F 4063032 3,333, r59. r 5 Tronsport -Morch 20l6
MOA F 4063032 13,594,500.00 Purchqse of Gunny bogs
MOA F 4063032 9,228,298.80 Fumigotion services-Februory 20 1 6

MOA F 4063032 \ ,112,460.20 Commission on purchoses-April 2016
MOA F 4063032 r3,385,132.90 Storoqe - Morch 2016
MCA F 4063032 12,461,392.80 storoge - April 2016
MOAI F 4063032 4,7 49,577 .10 Commission on purchoses-Morch 20l6
MOAI F 4063032 r 5,901 ,7 49.25 storoqe - Februory 2016
MOAI F 4063032 147,574,229.25 lnterest on PIF Loon
MOAI F 4066779 12,943,782.05 Storoge for June 20 I 6

MOAI F 4066779 12,724,341.60 Fumiqotion for July 201 6
MOAI F 4066779 2,921,277.35 Hondlinq for moize soles for June 2016
MOA 4066779 504,1 19.50 Commission on moize soles for June 2015
MOAL F 4066779 292,127.75 Commission on moize hondlinq for June 2016
MOAL F 4066779 12,431,359.00 Storooe f or July 201 6
MOAL F 4066779 955,655.80 commission on purchoses for moy 2016
MOA 4066779 I r,035,83r.35 Storoqe for moy 201 6
MOAL F 4066779 I 55,309, t37 .65 Commission for moize soles for June 2016
MOAL 4066779 7 5,400,27 4.25 Tronsport -July 20 I 6
MOA 4066779 26,449,462.00 Vot on soles commission for June 2016
MOAL 4066779 24,\98,545.40 Fumisotion for June 2016
MOAL 4066779 20,019 ,97 4.90 Tronsport - Februory 20)5
MOAL 4066779 17 ,7 46,521 .OO Fumigolion for June 2016
MCAL 4067 482 46,7 40.45 Commission for moize soles
MOAL 4067 482 2rB,3r6,55r.60 Commission for moize soles
MOAL 4069785 r ,000,000,000.00 Purchose of SGR moize
MOAL 40697 63 6,615,485.55 llqtqge for September 2016
MOAL 40697 65 6,287,420.40 Fumigotion for September 2016
MOAL 406887 4 5,245,926.00 Fumigotion
MOAL 406887 4 7,358,65 r .40 Fumiqotion
MOAL 406887 4 10,054,797.40 Storoqe
MO 406887 4 29,645,667 .60 Drying chorges
MO 407 1919 382,089,960.00 Purchose of Gunny boqs
MO 407 4070 r ,000,000,000.00 Purchose of SGR moize
MO I 407 407 | 4,235,194.80 Fumigotion Oct 2016
MO 407 407 1 r r,232,001.50 Purchose of 400,000 pp boqs
MO 407 407 \ 1,593,584.60 Cleoning ond hondling
MO 407 407 1 4,408,856.55 Storoqe Oct 2016
MO 407 407 | 38, r s0,000.00 Purchose of 218,000 Jute bogs

I 407 4070 I ,000,000,000.00 Purchose of SGR moize
MO 407 5626 4,779,292.80 Fumigotion Nov 2016
MO 407 5626 3,541 ,167 .25 Storoqe Nov 2016

Sensitizoiion exercise24--)on-17 MO 407 5626
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Dote
Received
From

Receipt
No. Amounf (KShs)

24-Jon-17 MOALF 407 5626 29 ,661 ,264.15
24-Jon-17 MOALF 407 5626 465,000.00
24-Jan-17 MOALF 407 5626 5,885,103.1 5

24-Jon-17 MOALF 407 5626 379,997 .7 5

24-Jon-17 MOALF 407 5626 r , r 20,s00.00
24-Jon-17 MOALF 407 5626 56,504.00
24-Jon-17 MOALF 407 5626 104,430,244.55
24-Jon-17 MOALF 407 5626 85,471,040.25
24-Jon-17 MOALF 407 5626 37,024,007.20
24-Jon-17 MOALF 407 5626 3 r ,555,499.00
24-Jon-17 MOALF 407 5626 3l ,4 r 5,945.45
24-Jon-17 MOALF 407 5626 20,8 r 8,435.30
O3-Feb- I 7 MOALF 407 6177 3,38s,378.00
I 3-Feb- 1 7 MOALF 4077 \37 49,999,579.60
I 3-Feb- I 7 MOALF 4077 \37 29,999,248.0O
I 3-Feb- I 7 MOALF 4077 137 7 5,288,316.20
14-Feb-17 MOALF 4077313 r ,000,000,000.00
| A-Feb-17 MOALF 4077313 r .000,000.000.00
I 4-Feb- 1 7 MOD&NP 4077 645 79,998,720.00
lS-Mor-17 MOALF 4079541 800,000,000.00
l6-Mor-17 MOALF 4079 684 2,420,685.10
I 9-Apr- 1 7 MOD&NP 4082210 r89,999,360.00
20-Apr-17 MOALF 408232s r6,500,000.00

17-Moy-17 MOALF 4064306 7 ,863,207.50
17-Mov-l.7 MOALF 4064306 2,\ 52,641 .40
l7-Mov-l7 MOALF 4064306 7 ,836, r86.05
17-Mav-17 MOALF 4064306 4,612,635.60
17-Mov-17 MOALF 4064306 20,695, r68.80
17-Mov-17 MOALF 4064306 7,tot ,477.55
l7-Mov-)7 MOALF 4064306 7,554,030.40
17-Mov-17 MOALF 4064306 r4,325,s07.00
17-Moy-l7 MOALF 4064306 11,329,766.40
O6-Jun- I 7 MOD&NP 4085842 3,480,000.00
06-Jun- I 7 MOD&NP 4085842 38,400,000.00
05-Jun- I 7 MOD&NP 4085943 49,998,720.00

Totol 8,131,121,024.4s

The purpose ond FY to which the omounts
relote
Commission Nov 2016
Gunn bo
Storo e Dec 201 6
Hondlin soles June 2015
Gun
Hondlin soles June 20l5
Purchose commission June 2014
Commission on Dec 201 6

Storo & fumi otion Feb 2015
Storo & fumi otion A ust 2014
Storo & fumi otion 201 4

cho es June 20l4
FU otion December 2016
Purchose of SGR moi
Purchose of SGR moize
Purchose of SGR moize
Subsid cloimrs
Subsid cloims
Purchose of SGR moize
Subsid cloims
Commission for m ize soles
Purchose of SGR moize
Sole of fertilizer
Storo Feb 2017
Commission on FEB 2017
Storo Jon 2Ol7
Fu otion Azlorch 2017
Commission on hoses Jan 2Ol7
Tro ort cost h 20r
Storo e Morch 17

Fu tion 2017
Fum n Jon 2017
Storo e ot GCP
Purchose of 20 moize
Purchose of 26041 s of moize

The obove omounts hove been communicoted to ond reconciled with the respective Ministries 
''

D

h

h

ti

Finonce Monoger
NCPB

Heod of Accounting Unit
Ministry of Agriculture

Sign

Heod of Accounting Unit
Ministry of Devolulion ond
Notionol Plonning

Sign
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