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1.0 II\ITRODUCTIOT''{

i.1 Background

a)KenyaCooperati.ieCreameriesLimited(KCC)wasincorporatedasa

Public Limited Liabiiity compar'';'l under the companies Act (cap 486)

on22ndAugust,lg25andregisteredundertheCooperativeSocieties

ordinance on 8th February 1'932. Its basic objective was and still is

toreceiveandprocessrawmilkfromthemembersintovarious

products and market them on their behalf'
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KCCLtd.wasoriginallyaSettlerorganizationandutilizedthe

company,siegislationforoperationalandlegalpurposeswhereasit

usedthecooperativelegislat'ionfortaxpurposes.Taxrenirnsand

payments under the cooperative societies ordinances were simple and

modest.

However,bylg68theCooperativeSocietiesActhadlostitsuserulness

fort-axpurposes.Subsequentlyl(CCwasgrantedtotalexemption

frorn the Cooperative Societies Act by the Niinister for Cooperati'-'e

Developnrentundersection36oitheCooperativeSocietiesAct

(CAP..I9C).UlcerLegalNoticeNo.12511963KCCwasexernpted

frcm a1i the Drcvisions of the Act anci therefore operated purely under

the Companies Act but retained dual regislraticn'

B)'earlyi98C's,aliwasno[weliinKCCandtheGovemmentwas

inte;ested in finciing out what was happening. Ho"vever, this was

hindered by rhe exemptions given in 1958 uncer 
"re 

Legal Notice
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e)

No.125l1968. This is r.vhy the l-ulinisier for Cooperative -

Developrner.it, on 2613182 revoked the exemptions of 1968 ilt order to

faciiitate institution of an inquiry into the By-Laws, r.vorking and

financial conditions of KCC under the provisions of Section 61 of the

Cooperative societies Act.

As if the revocation o[ exemptions rvas not euough, i(CC was de-

registei'eci under the Cornpanies Act on 2515189 under Legal Notice

No.2681 and therefore became a purely cooperative ,,;rganization.

Un[ortunately, the cie-registration of KCC as a company rvas not ir

cornpliance r,vith the winding up proceedings under the Companies

Act. Subsequently, KCC was re-registered as a company on 231519:

under Gazette Notice No.1997. KCC therefore reverted to dua.l

registration but withouL exemptions.

Still KCC could not operate optimally under the dual registration an(

especially without exemptions from the provisions of the Cooperativ

Societies Act. Tlris led to exemptions being granted on 112196 unde'

Gazette Notice No.629. \,Viren the farmers cried out for nor- palmerr

of tireir milk delivcries and alleged massive mismanagement in th

organization, ihe exeiiiptions granted on 112196 under Gazette Notic,

No.629 were revoked on lll6199 under Gazette Notice Nc,3288

Tlris paved the ',,vay for an inquiry to be instituted on 2ll6199 untl,

Gazette Notice No.-:603. That Inquiry is the substance of tiris reporr

f)
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OBSERVATIONS

Itistobeobservedtharsincelg3z,KCChasoperatedunderboththe

companies Act and the cooperative Societies Act rvith or rvithout

exernptions from the latter except between 25l5lg9 and23l3l95 when

it was de-registered as a company '

It is also to be observed that the organiza[ion has tended to operate

moreundertheprovisionsoftheCompaniesActthanthoseofthe

CooperativeSocietiesActevenwhennotexemptedfromthelatter.

Asacompany,KCCisexpectedtobegoverned'bytheprovisionsof

the companies Act, its Articles of Association and lv{emorandum of

Association.Asacooperativesociety,KCCshouldbegoverrredby

fieprovisionsoftheCooperativeSccietiesAct,tlteRulesmade

thereunder and orvn By-laws. The two sets of legislation have no[

been applied harmoniously and perhaps they will llever'

it is therefore logical and desirable that the shareholder decide

conciusively if I(CC should renrain as a company, a cooperative

scciery or borir as is tire case to da,v. orlce that decision is ntade' there

is an urgent neecl ir: re.rier,v the Articies cf Asscciation or By-laws r'vitir

.i \.iew io updatirig and nraking tltern rele\zani ro the nrembers, needs

:rnd asPiratlons

I OrvnershiP of I(CC

UndertiieContlaniesAct,I(CCisaprivateiimited.]ompany
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governed by its lvlemorandum and Articles of Association' The

Memorandum and Articies of Association allow for different classes

of share capital, but allorv only the holders of ordinary shares to

participate in voting. The major decisions of the company and

elections are done during Annual General lvleetings.

KCC's by-laws state that eYery person who is a bona-fide dairy farm+r

and/or member of Dairy Farrners Cooperative Sociefy/Union shall be

eligible for membership. In realify, each member has one voie

irrespective of the amount of milk supplied. The ordinary

shareholders are therefore the owners of KCC.

The scenario in the Dairy Industry in Kenya about KCC is that the

large scale farmers lvlto supply about 25% of the rnilk still

clominate on issues concerning the company and a good number of

them are holders of first preferential shares. The small scale

farmers, who supply 75% of the milk and are the holders of the

ordinary shares, know very little about their company and have not

been appraised with the lvlemorandum and Articles of Association

and in that respect the ordinary share holders do not know their

rights of orvnership of KCC td, The Board of Directors are fully

alvaie oi this fact of ignorance of the farmers and they have used it

to plunder tite KCC Ltd. Some of the Board members are eiected

irregularly and the farmers have no control over them as expiaineC

later
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T,2,1 THE SHARJ, CAPITAL

The latest returns available indicate that KCC has a nominal share capitai of

shs.222,5000,000 divided as follows: -

1. 9,028 first cumulative preference shares of ksh.100/=' each

2. 311 ,968"A" cumulative reCeemable preference shares ct ksh.20 each

473,459"8" Cumulative redeemable preference shares of ksh.20 each

314,533"C" Cumulative redeemable preference shares of ksh.20 each

150,000 Ordinary Shares of ksh.20 each

256,300 deferred shares of ksh.20 each

624,481 "A" deferred shares of ksh.20 each

6,443,119 ordinary levy shares of sh.20 each

ISSUED SHARE CAPITAI,

Ci the afcrementioned the following shares have been issued and fully paid.

9 ,028 .5 % first cumulative preference shares.

126,256'B' cumulative redeemable preference shares.

179,12A'C' Cumulative redeemable preference shares

| 322,A66 D membership shares

9i,955 ordinary sirares

2-i6, 3CC deferrea shares

514,481 'A' Ceferred shares

5,443.119 ordinary levy shares

l-: :'::ier: share hoiding of KCC can be summarized as follcws:-

i:Ci'.:cual dairv' farmers 60 .38%
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Dairy CooPerative societies

Government Institutions

Other insriutions

35.56%

3.7A%

a34%

1 .2.3 RtrCONINIENDATION

The current share-holding categories should be rationa\zed and the share

register upclated rvith a vielv to redeeming some of those whose ownership

rnay be obsolete.

Tire KCC Ltd. should appraise the farmers with the reviewed and reviset

Ivlemoranclum and Articles of Association for the farmers to be fully arvart

of their rights in the comPany'

The KCC shouid declare correctly the shares that can be sold to the farmer

with tire view of the lalter rescuing their organization from the preset

predicament.

1 .3.0 N'IANAGENIENT r\ND ORGANIZATION

In accorCance with the Cooperative Societies Rules' Rule No'21(9)' t

supreme authority of a cooperative society shali be vesred in the gene

nleeting of members at which every member shall have the right to atte

ald vore on all matters. Tltis is what prevails at KCC' The policies :

.lccisious utr.dc l.,i .,lr' Gencrlr\ Illeeting are in"plernented by the Boarc

Dircct.'''is.

1.3.1. BOARD OF DIRECTORS

The last Board of Directors removed from office on 19th of June 1999

macle up of 10 elecied menbers replesenting the following:-

I

2

aJ
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(i)

(ii)

(iii)

(iv)

(v)

(vi)

Area one - Eldoret and Kitale - two Directors

Area two - Sotik and Nakuru - two directors

Area three - Nyahururu and Kiganjo - two Directors

Areafour-Nairobi,NaivashaandMiritini-trvodirectcrs

Areafive-Eldoret,Kitale,sotik,KisumuandNakuru-onedirector

Areasix-Nva.!!ru,kiganjno,Nairobi,Naivas.halandlv{iritini-one

director

Each area apart from (v) and (vi) above is represented by two directors one

elected by individual farmers ancl one by cooperative societies' Areas (v) and

(r'i) are each represented by one country '"vide Director elected by members

rvithin the area ttreY rePresent'

, 
.3 2 OBSERVATIOII{

Farrners have continued to complain that once electecl' the Directors have

rended to ignore them. They hardly go back to milk producing areas to

r-lssess the probiems facing the farmers ancl listen to their complaints'

,r,r. gnod exantple is that farmers have not been paid for their milk deliveries

ri:lii ';,ci processed milk is being sold in the market' The other exarnple is the

:rlic ci assets without reference to members' If anything' lhe Directors have

,)irl..i been going to the farmers to seek votes or support '"vhen the

r:':lrizaiion is in crisis'

^ .te :;iier cOmplainl iS that in Some areas' Directcrs are not acr''raliy elected

:,. :cr.,:ine farmers. The would-be directors buy the recorcls oi 'Jeiiveries

:::::', genuine farmers and paSS ihem to non rnertbers r'vho in lttl'n ''"ote for

-r-+-.^ enii2SS. In tiris case, some of those eleciei as Direciors 3r3 i-ot trJe
---!:-.'vrri::svr'

::r:eseniatives of the farmers and this panl.L' e:<plains s;h1l KCC is ir a rness'



I .3.3. IY,AY FORtrY.\RD

The nrocle of representatioir in the Board ol Directors need to be revle\\'

rvitS a vier,v to reflecting the rnernbers aspirations. TIlis can be done if ''

ivlerrioraitclunt and Articles of Associatiot't are amellded to harrnonize ti

cLu-rent electorai zoltes ivith r.vhat the farnters need.

Insteail o.i the ceniralizecl nranirgemelli at the headquarters, farmers sho

elecr a nlliilagciilcnt c0rrrrrrirtee to rurl cooiing/collection centres. simila '

coolipg centres shoLrld sencl representatives to represent thetti ii-r I

nlanasentent collllnittee ol milk processing factories' To colllplete

pl.ocess. each factory receiving nrilk clirect from the fanners should hav'

rcpresentatit,e irr tlre Board of Directors of KCC'

1 . 3. 4 fvI.\i*,i AG{i,NIEN'f

As alreacl), ltc1tiguetl aboye, Currently KCC dOes pO[ have a Boar

Dircctors. 'l'1re o;gariization is being rnanageci by a managemellt tealrt ['l

is lrcaclecl b,,, ait actilrg lvlanaging Director. As such the orgatlizi''

structu16 is incoittplete ancl the ntattagenlellt teanl Cannot take decis

lvhicir are l.C!'5tall1l takerr by the Board of Directors.

Curr-errtly, t5c Vlrnagirrg Director is assisted bv rnanagers of the depatlt"

listed belorv:-

- Firlance

- Pi'ttdtictiotl

- ivlarketing

- Erteineering

- Personnel & Training

Department

(a

(a

ia
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CompanY SecretarY

Internal Audit

Corporate Planning

Quality Assurance

1 .3 5 OBSERVATIOI\i

It is to be observecl tirat the variotts clepartrllellts of KCC do rtot fi:nct'r:n tn

l.rarmony. The Finance department has been grossly interfered r'vitir b1' the

previous Managing Director. Occasioually the Production Department has

interfered witir the operations of Marketing Departmerlt' Similarly the

procurement Division of Finance Department iras been ignored by the

Production Department and tire lVlanaeing Director. Itt sltort, the variotts

depar[mental acrivities have not been coorclinated b]" the chief Executive anci

this has created room for manipulation and uncontrolled exper-rdittrres'

I.+. DISSATISFACTION BY NIILK SUPPI'IERS

ine mitt suppliers w5o are also shareholders ol t5e organizatio, have

continued. to express their concerll at the lloll paylllellts for their nlilk

deiivered, and alleged mismanagement of KCC for the last 4 yeilrs or so' On

lgtlr JLrne , lggg, tirey held a meetii-lg in Nakuru ivith the Fiead of State at

',i,itich the i'ol1o.,ving rescitilions were passed rvhlch acieclLrately retlect tl-reir

levei or dissatisfacrictr with rile lllallner in r'rilich KCC $'as beiltg rttn'

l + i ]'HE \AKLRU RESOLLTIOi\iS

, . Tire silareholders coillille:i(i I-l ' E ' The Presliieni it)t' lacilitatirrg tlte

:OnSr.iiiaii.,'e n'teeiing Cf tile Ciairv flii-tt:erS lil rii'i.iii' :" 'l;i.berate tltt the

ti

(a

(a

::r-'bieras thcing their instiirjiion



.)

)

TIte irlerttbers recommend for an ur-9ent review anC re.iisioir of the KCC

il{emorandum and Articles of Associarion ro reflect the wishes of th
stakeholclers.

That the current KCC sltare holding catesories be rationalized to reduc

contpie.:<it-V and inisuncierstanding in nrentbership.

a) 'fhe shares register and nrernbership should be updated and kept

accordance rvitlt legal requiremeirts.

I r1

5 Directors' electoral processes should be streamlitred to make it more neutral,

represetttative and that tire elections should not be supervised by the KCt

nranagentent.

KCC Inaltagerltent should be decentralized to involve more stakeholclers i

its tnartagelllent by rnaking every fhctory a cost centre under a separate

nlauagentetlt uttit. A srrtall apex organization should be retailed t

coordittate the operations of all faciories in production, processing an'

ruiarketing of nrilk and products.

The ntanagernent should be committed to transparency and accountability in

the managentent of finances. They shouid not, either in person or throug..

their agents, borror,,i ll'orn, or cause to be borroived from thecompany ft:nc

Ilor engage in any ir-ade ivitir fie organization except as siipulated in the By-

lalvs unless ivitli tire approval of iire general membership in an Anluz

General Meerine.

6
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8 The management should not dispose of any assets, movable or immovable'

without the consent of the stakehoiders at a properly constituted Annual

General ivleeting.

The managemeni shoulil immediatel)' establish a proper' accurate and up to

date inventory of all assets acquired and orvned by KCC.

KCC is important to the dairy industry, especially the small holder dairy

sector of this country, because of its capacity, coverage, network, facilities

and infrastrucfure in general. The sltareholders appeal to the Government

to do all it can in supporting the growth apd development ol KCC and the

dairy industry in generai by banning importation of cheap milk and milk

products to avoid unfair competition and dumpipg. The Govenlment should

look at ways and means of assisting KCC out of its current financial crisis'

The shareholders fi:liy enclorse the decision of tlte Governtnertt in etrsurtng

that KCC;revetts back to its original stan-ls as a cooperative (for tire purposes

oi rhe inquirY).

Tjie tormer directors and management be investigatecl lvith a vielv of

esr:..olishirlg the extent in rvhich they ma1, ha',,'e been involved in plundering

i,cc assets anc ii tcund guilw. they shcr.rld be charge'i itt a ct-ui'i ci larv witl-t

11 ','i3w to making sitch recoveries &S ilsCCSSiii,r:'

T:re former Directors should be renroved frorn oltlc: lVitil iillli',.'iiate eifect

:i.i,j an interim steering comnrittee be eieci;cl itt ii',litillS- tiie l;sanization

::rding tresh elecricns ior a tterv Board cf'Dii':ciors. The rel'i'"-l'etl directors

s.:rulci be arresteC and prosecut3d ior runn::l': Co*n ii:e lr3ani:-aiici'"
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The Governmert took up the farrner's request and constituted this inquiry

,
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2.0 THE INQUIRY

Z.l . The InquirY Team '

KCC was put under Inquiry in accordance wirh section 58 oi the Cooperattve

Societies Act No .12 of 1991 vide Keiiira Gazette |iotice No'3(;03 ol

2ll6lgg. originally the Inquiry Team comprisecl cri eight ollicers buL r'vas

larer varied to 9 0fficers vide Gaze[te Norice No'391-l of 2lil99' The

nrembers included:

Irlr. Stephen Kirugi -Deputy commissioiler for cooperattve

DeveloPment, Chainltan

Joshua Andrew Gifuma - Senior Assistan[ iviatrager - CenLral Bapk of

KenYa

Mr. Frank Joel lvlwasella - Senior Auclitor, Auclitor-General (corporations)

VIr. Josiah P. Ch'err-rivot - Assistant Direcror t-.f Agricitlture

NIr, Niotalel oie. Keqta - Aclvocate - i'ltlirobi

Dr. Gicieon Kirwa ivlisoi - Uni'zet'sity ol Nairciri

\ir.JosepirNgaiaChai-SeriiorSuperirttetli]etltofPolice
,o\lr. \y,incent Letei - Assist Director ol Li'iestock De'''elcl"tltetit

\tr.IohnNjugunaKarari-Fr.incipalAr-rclitor.Ll.o.C.D.
;i::i:\r.r-. i{. N. Bichanga - Pi'illcipal Atr.litcr - '\'CC

;r::l \!1' \-viIliam T. Richu . SNit DepLrii I]'e::i:il.li;. L,:".ilerai

'iNlr. -v'. K. Leiei ai lhe tinre of tile inq'"iii-\' \\';aS oil ait:cltil-reF'l i:l rhe Ciiice

cf tire President iront N'larch l9'199
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2.2. Tlte Specific Terms of Reference

Establish the correct Financial Status of Kenya Cooperativt

Creanteries Limited anri make appropriate recommendaiions to address

the problems in order to revitalize the organization.

Establish the indebtecitless of Kenya Cooperative Creameries Limitec'

to farlrers, transporters, Suppliers and members of its staff.

Establish ttre inclebteclness of the Board of Directors and staff of Keny

Cooperative Crealneries lirnited to the organ\zation since Februarl

1

2

aJ

4

5

1996

Exarli:re tire procuretnent proceclures for gocds and services by Kenr

Cooperative Creameries limited and determine whether they have bet

followed.

Do an iuveutory ol all Kenyi Cooperative Creameries Limited assr

ancl make ltecessary Commqnts and recommendations'

Investigate any other malters that have led to poor services to da

farnrers by I(e1ya Cooperative Creanteries Limited'

The Inquiry exercise was launched by the lvlinister for Cooperat

Developrnent, FIon. Chris Obure on?316199 at the KCC Board Rocr

6
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The lvlinister echoed the Governmen['s concern at the apparent

deterioration of the farmers organization, the desire to revitalize it,

and the fact that the whole process of Inquiry had to be speeded up.

3.0 NTETHOD OF APPROACH

Interviewing Heads of departments and other relevant KCC employees

Perusal of KCC documents and records

Visits to KCC offices, thctories and locations.

References to other Government docunlents and iniormation

Reference to Articles and lvlemorandum of Association and by-laws'

Written submissions from staff and ex-employees of i(CC

Communication from some lalvyers.

4.0 KEY FINDINGS AND OBSERVATIOI'JS

Procedures for procurcment of gootl.s antl services

An organization rhe size cf Keny'a Cooperative Crealirei'ies lirrrired shotllii

have a ci.ear policy on prccurelnent of gottds iuitl serviccs ir I'etluires ior ils

oceraiions. It shoulcl also ha.,,e dc'iaileci proceduresigiiiileiiiles t)lt ltr-ri"'tlle

ooiicy is to be intnlerneilicci. To de','elcp sli :ll lt pilllct' :rllcl

procedures/guicelines. botir ihe Boa:-C t-ri'Diieclcis 11,l,.l lile i::iiil:tgetitent staff

need io have a ihorough knot^,'ieilge of tiie nattire ci g'-'rl.l:; ltt:':1 ser';ices the

orgalization requires. tireii soillces irnJ prei llet',r illlil:,Jl p,'ices Crlce

cieveloped, the policlr anc pr-ccetlures reqilii't tDilir.'ct':::li :lr:li-c','ltis il't orcier

tor'.hem ro Je binding ro ali organs oi ii:e orgaitiz:ii.-'i,. ''i';lat i-s eVen nlore

inrporani is rhar once appro';ed. rlie polrcl'altd prccc-:..:':s illLISt be adilereci

4.1



to by all concerned without exemptions or intermittent and unwarranted

variatious.

The objective of policy guidelines on procurements of goods and services is

to elsure cornplete transparency and accountability and thereby instirute

necessary controls ancl prevent lvastage of meagre resources availabie to the

organization.

4.1.1. CURITEI{T POSITION

a) Procurements of-goods

Cr-rrrently there is no agreed policy and procedures for procurement

of tfie various goocls used by KCC in its operations' This is

notwitltstaltcling tlrat the organization has no financiai resources to buy

i, bLrlk. Ireprs ro be bouglit are identified on daily basis when tlie little

cash available frottt sales is budgeted and distributed to the various

rreeds. Every ptorttittg especiaily wi-qh effect from June 1999,

Deparrnreptal lvlattagers constirurc themselves into a tender conunittee

uncler tlie chairnransllip of the ivlanagirig Director tor this purpose'

The actual prccuretnent is clone by the Company Buyer in consulfation

r,vith the Financial Controller and the Managing Director' Payments

ol up to ks[.O. 1 rlillion are effected lvithotrt invoivetitent of t[e

Ivlanaging Director but [hose above ksh.0.1 million are subject to his

approval. It is cornmon kpolvledge that KCC has "her traditiopai

suppliers of goocls rvith their knolvn prices". Th:s system is opell to

abuse and has been abused in the -'ast'

16
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b) Procurement of Services'

supply of certain services like electric porver and postal services are

not complicated since suppliers are monopolists' Horvever, supply of

legal, transport, courier and security services have been a conduit

through which KCC resources have been draineci' In tlte recellt past

it has been the prerogative of the }vlanaging Directcr to identify the

need for such services, rheir source and even range of prices and thell

require the company Buyer to develop specifications and eventual

procurement

c) Existence of Procurement Nlartual

It rvas made kilown to the Inquiry Team thar in 1995 a Governirtetrt

TaskForcethatwassenttorescueKCCiraddeveloped2}

comprehensive procurement manual for the orgarrization' Flowever'

rhe managemenr teain of KCC including the Conrpany Buyer does not

appear to be aware tl"rat such a dopumeni exists' It rvas not a surprise

tirat tfie nranual lvas evenluaiiy founcl in the office of Conrpany Buyer'

ir caii only be concluciecl that senior trlembels of staff and Board of

Direcrors were aware of the Procurement lvlanual but deliberately

i.eluseci ic implernent ii. The pr'-'rcurenienl manual conrains the

c.ojectives. general policv alid proctlrement procedures'

]?.ecommendation

Ir is r:commended thar KCC adopis and irtrplentenis tlle procttrenlent

:,aniiai cer,elopeci Lrv ihe Governmelti Tesk Forct ill J''it''c i:i95'



4.2 NESS BY KENYA C@PEil.ATTYE CR8A"\'[E R[ES
Ii\DEBTED

KCC is heavily indebted to the farrr^'ers who deliver their milk to the factories

and various collection centres. The organization is also indebted to the milk

transporters lvho fansport farmers milk to the various reception centres'

In acldition, tfte organ"zalion has fallen in arrears in paying staff salaries and

wages.BothStarutoryandvoiunurydeductionshavenotbeenremittedto

the respective institutions. To comPound it all, KCC has not honoured its

obligations to gelleral creditors, general transporters, insurance firms and

banks. In total, KCC is indebted to the tune of over ksh'4'5 billion as at 30m

June 1999'

SCEIEDULE OF INDEBTtrDNESS BY I(CC

Kshs

525 ,448,489.78Dairy fartrersI
,35,506,216-97

IvIilk transPorters?
781326,135.20

Staff Salaries & Wages1
_l

266,4L9,9i9.30
Deductiorrs (salaries and wages)I

.a

380,1 14,539.99
Geiieral creditors artd

transPCrters
5

28,682,85i.05
insurance Premiums6

26.326,01ti.c0
Utilities (Porver & water)

1,012,095 ,871 .48
KCB Loans and Overdraft,3

i72,155,9E6.00
Vaiued Aclded Tax9

491.?15,,-q'iC'00
Gcvernt-irent loans & interest1r)
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814,785,080.00
World Food Programme

proceeds
11

1,700,000.00
External Auditors12.

40,960.00
in Dairies LtdPengu13

187,175,985
Provisions (court cases & Trade

disputes)
14

.1,570,063,961.71
Total

,ral+.L. L Indebtedness to Farmers - Ksh' 525'448'4'189'78

As at June 30 lggg KCC Ltd' owed farmers a total of

Kshs .525,448,48g"78' This non payment to farmers for their milk

cleriveries has made then divert milk deriveries from Kcc ro other rnilk

processorsaSaresultolwhichmilkintakehasdeclinedtoabout30,000

lirresperd,ayasat30.6.ggwhichisuneconomical.Withoutbeingpaid.

fa.rttiersrvouldnotbeabietosustainclairyrelatedactivitiessuciras

pir'rcl^rase Crugs, animal feeds etc' 
. ?

lnciebtednesstoRawNlilkTransporters.I(sh.35,506,217.00

ThiscllrssoftransaportersCarryrawnrilkfrornfarmerstotheKCC

;a;icries.Asat30JunelgggtheYr,vereolvedbyKCCLtd.atotalof

i'si:'-15 .506,2\i . Because ot- non pa\.meni the transporisrs have resorted

ir)Ci'Silpayrnen|befcretransportaricn.Thishasencollr:igedhawi.ingby

:eniersthemselvesandsometimeslvastageonthefarnl'
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4.2.3' Staff (Salaries & Wages) - Ksh' 78'326'135'20

Staffsalariesatrcirvageshavenotbeenpaidforthelastfivemontlrs.This

has clenroralized the KCc eurployees to the extent of uot catering for their

personaitreedssuchaspayrnentforhouserenl,schoolfeesandfood'

Horvever it is noteci thar se'ior smff have been advanced salaries frorn the

decri.ed revellue. Jurit-rr srafi have also been paid part salaries in order to

sustain titetlselves'

4.2.4Deductions (Salaries & lVages) - IGhs' 266'419'979'30

Itwasestablisliedthatdecluctionsfromsalariesandwageswere:ot

remitredro|IrerespectiveirrstitutionsuchasPAYE,NHIF,NSSF,

Nlaziwa sAcco, mortgages e[c. The contributing staff can nol therefore

benefit frorn these institutions as would be expected'

4.2.s'['ratlc Crcditors attd Strppliers - Ksls' 380'L14' 539'99

Theconrpanyliasnotbeellabletomeetitsfinancialobligatt:n,':'-T:'

cre,itors ancr suppliers because of trre casr-r flow probrems it ha's been

experiericirrg.l|se;tistenceintheindustrydependsondrecreditorsanc

suppiiers who could put the company under receivership'

4.2.6Gove.rrne*t of Ke,ya Loans - Kshs. 49L,?'75,840

r\ll Kcc,s lo,g term loa.s are guaran[eed by the Government and

currentlvst'artclsataboutksir.500.0m.Therepaymen[termsai]dinterest

have nc:i yet been finalizecl but interest is being accruec at3% pei vear'

20
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The purpose of the loan was for the renovation, extension and

maintenance of factories and cooling centres.

4.2.7 lVorld Food Programme Proceeds - Kshs.814'785,080.00

The Government of Kenya obtained a commodity Aid from World Food

Programme in the form of dry milk powder and Butter oil which KCC Ltd

was required to reconstitute, sell and rernit the proceeds to the

Government.

4.2.8 Bxternal Auditors - IGhs. 1,700,000

Tlre external Auditors have refused to complete the audit for 1991198 final

accounts due to non payment of 1996197 audit fees. The L99B/99 final

accounts can therefore not be audited without closing balances for 97198

t

4.2.g Insurance Premiums - Ksh s. 28,682,861.05

There \,vere various types of insurance covers for the conlpaliy's assets but

due to non payment of prenriums most of the insurance covers were

cancelled. The anlount outstanding \ /as as tollows:

Kenindia Assurance CompanY Ltd

l. Lal<esmr Insurance company Ltd

'1

6.963, i 37 .051997i9S

i.-i10.000.00i 9e3,.99

' :6, t) i 9,3l-i.001999.100t)Lakesrar Insurance compan-v Ltd

21



Ivlost of the company's assets are therefore not insured and KCC stancls to sufter

heavy loses in the event of accidents'

4.2.10 Utilities - Kshs. 26,3?6,010'00

The outstanding anrount is in respect of water and electricity and because

of nop paynrent these services have been discontinued' This obviously

affecrs tite operations of the cooperative adversely'.

4.2.|l l(.C.8. Loarts and overdraft . Kshs. 1,012,095,877.48

TIre conrpany has an overdraft of ksh.622,494,964'80 and loan amounlril$

kslr,389,6 OO,g12.68 rvith Kenya Commercial Bank. The company has

bees unable to service the overdraft and loans' This position puis the

coillpaily in a perilous position of being placed in receivership

4.?.12 Yalrre Addecl Tax (Y'A'T') - Ikhs' 7?2'165'986

The Value Ackled Taxr Department has detnanded tax arrears on lvlala

from January i990 tc October 1995 but lhe company Cisptited'these

arrears because t[e cotnpany had nol collected any taxes pertaining to

rnala. T[e Kelya Reveuue Authority offset the cornpany'S ciaim of

ksh,1 74,A13,041.00 teaving a balance of ksh.548,1152,945' This rna 31

is now before a Court of Law '

aa.Z



4.3 INDEBTEDI{ESS TO I(CC LTD.

The following paragraphs illustrate the extent to which KCC is

owed money by individuals and institutions'

4.2.III{DEBTEDNESS BY DIRECTORS

Refer to ParagraPhs 4.8 ' 12

4.3,2 SALARY ADVAI{CES, SAFARI INIPRtrSTS AND CAR LOANS

(MANAGEMENT STAFF)

It is observed that rnanagement staf,f were advanced salaries, safari imprest

and car loans all amounting to ksh.81,036,953.87 wiren KCC could not pay

salaries, the farmers and other creditors'

Out of this amount, ksh.37,2g8,204.9;:+ \,vas in salai'y advances'

ksh.26,897 ,2g5.38 in safari imprest and ksh.16,841,453'55 for car loans'

Tirese amounts were not equitably 'Jistributecl among 
. 
the .staff mernbers

causing some to suffer while others were enjoyirlg' '

However, it is also observed that tlte company owes staff n'rembers rnoney

in respect of salary advances safari imprest and car ioans lo the rune of

>irs.i7 ,936,159.09. The scheclule i;eloiv sho"vs r'vhat KCC is orved by the

managenlent staff and vise versa'

/-:



olved to staff
(credi0

otved to KCC
(Cebit)

I3,515,938.2031 ,298.2A4.94Salary aclvaitce

4.121 ,923 .1926.31)7.29i .38-(afari advatice

298.297 ,i016.8,11.453.55

i7 ,936.159.0931 ,035.953.87

Net Amount
(Ksh)

23,7 82,266 .i 4

22,775,3i2.19

76,543,155.85:ai' loatis

j'otitl 63,1A0,194.18

Neveitheless it rvas nored tlrat sorne areas like car loans should no[ have any

credit balattces. The- reasons given were that, due to lack of up-to-date

records, over clecluction on Car loans and Salary advances lvere dOne' On

safari aci.rances (irnprest), staff overstayed in the field because of ullder

estiuratecl *'ork. it is alsc observecl that i(CC has not paid terminal bepefits

to titose rviro have lclt eirlployinent. Even iusurance claims have lrot beeu

paid to tite beneficiat'ies afrer being settled by insurance firms'

It is recornrnencleC that aclvances ancl car loans should be recovered frorlt

each incliviciual. It is also noteci that some staf f nlembers who were advanced

salaries at:cl grantecl cilr loatrs hacl so far left tite company' Tireir loans anci

advairces sfiould be t'ecoverecl from their terminal benefits (if any) or else

lalv suits siroLri.l be instituted against them to recover the money'

Il is a,J.,.,ise,J that all imnrest given to staff tnust be surrendered as soon as th€

oificers re,.unl fi-onr tire safari. There shoulcl also be prcper planning anc

jLrstilir:iiiion of rire szrfaris in orcler to a.;oici uirnecessary trips ancl overstay.

O' the accoullt ci saia.y aclr'ances' satari impreSt and Car loaits' tht

ilanasenlett'r staff cf i(CC orve the comparly a sum of shs'81'036'953'87

24



4.3.3

At the Same time, KCC owes management stafi a Sum oi shs.,J,9,36,159.09

in form of over deducted car loans, salary aclvances anci safari intprest' Tlte

net effect of this is that tire mallagelrieill stall owes l(cc some

kslrs.63,100,794.78. As already mentionecl in paragraph 4'2'2'' KCC owes

its employees a total sum of shs .78,326,135.20 irr forrn of unpaid salaries'

when this is mken into account, overitll it is i(cc t'vhicli owes iis empic'iees

a net of shs .15 ,225 ,340 '42 '

ADVANCESToMILI{SUPPLIE,RSASAT3ISTIv{r\Y,i999.

Dairy farmers who deliver their milk to the 
'ariotts 

processirtg plants a,d

cooling Centres were advanced payments amout-tting ro ksh. i4,500,137.30

as follows:-

Eldoret 6i1 .7 5 -1 . -l()

Total iisii . 3, 3;i[i . -iz :1' 0i:

?

85.59(i. i;0 wa:; A'-i";iil'l' I r ^ c:i_,.-f,_,,-i
-: L., *\L 'uLve

,2

3t ,67 6.20
Nyahururu

24.922.9CNakuru

25,1,,328.14Molo
i,869,599.00Kitale

1 61 ,8't5 . 10
Sotik

136,263.50Ainabkoi

+i. 188.90
Kilgoris

r r 1'l ;lAl.LiL.+v
Ituityieltles

0ci- L- i1
I i-i. i -t-

Kapsabet

i 8.042.90
NanYuxi

i;',:ni tiie table abo"'e, ksh 3.-l

t..'^f

I L.:
;IJ ,

'..':,

r.ii.'.

:1, il
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.t

suppliers agailtst their future milk deliveries. This notwithstanding the

fact that milk farmers rvho had already delivered the milk had not been

paid.

At the same tirne milk suppliers are also owed ksh.525,448,489.78by

KCC. It therefore folioivs tliat both KCC and milk suppliers are indebted

to each orher. The net ef,fect of tiris is tirat KCC o\,ves milk suppliers

collectively ksh .522.099,994.7 8

4.3.4 ADVANCES TO RA_1V N'IILK TRANSFORTBRS AS AT 31ST

MAY, 1999

There are twenty six (26) individuals and cooperative societies

transporters wlto were aclvanced ksh.11,014,506.70 by KCC (see Annex

4.3) Tirese aclvances lvere also made against selected transporters for

future transpori services,

4 .3 . 5 GOVEI{IHNdT,NT iVliJ\iISTRItrS AND DEPARTIVIENTS

Go.,ernrnent lzlinistries , Departments and Parastatals have outstattding

paymertts to I(CC(exclucling bad debts) for supply of milk and milk

prcclucts to instituticns uncler their management as shown here beiow as

at 31st lvlay 1999.

A}IOUNTtl'I IIiIST;1 Y / I li S'I ITUTT O N

2J 50.1 63 .45Local Government

986,034.93lvlinistry oi FIome affaii's

9,797,753.45lviinistry of Health
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e

nloney.Tlrerewilslloclocumeniaryprooftosuggestthatdemandswere

rnacleandtlteconcerttecjrefusedordisputedinonewayoranother.it

$,as also allucled that colossnl arnounts were being used as commissions to

tjrcilitate debt recover--v' i{orvever tltere was no evidence as to who

received t,lrese conrttlissiorrs. Tlris concludes that ilre delay in collecting tlre

debtswerecleliberatefi}ovecalculatedtobenefitSomeindividuals.

ltis.r:cortttllettc]ecltlrattileaf,fectec]NlinistriesandParastatalsshouldpay

alltlrenrolleyot,vedtoKCCinlmediatelysoaStofacilitateKCCcome

back to norntal oPerations'

4 3,6 OTHtrR DE,RTOTTS

(i) Frivate CotnPantes

PrivateconrpariiesolveKCCatotalofkslr37,003,616.60aSat'31stMa.

1999. (See Annert)

4.4 I,EGAL IVIA'I'TERS

.1.,i. 1 PI{OVIIJIOI\i OF LtrGAI' SERVICES

Legal Departitient of KCC betrveen 4'l'95 to date:-

/r\ Tlle offi':e of Ccr:iFany Secretary:-

4-1,95 to 4.6'99 - Justry Lumumba Nyaberi

- Celestine Otunga
H

1-6-99 to clate

2B



3,47jt,088.95Office of the President

659,659.60Nlinistry of Agriculrure
505 61,034.1tviinistry of TransP ort and Communicatlon

178,460.55oi Industrial DeveloPmeutMinistry
385,536.80Ivlinistry of Finance

53,089.70Nlinistry of Labour

65,714.00Ivlinistry of Lands and Settlement

247,851.05Ivlinistry of EnergY

165,295.70N{inistry of CooPer ative DeveloPmeut

424,229 .90
Ministry of Public Works

935,092.90iulinistry of Research, Science atld

Technology

1,209,532.40Itlinistry of Tourism

3,729,1a9.00Uuiversities

7 ,443,6-15.90lvlinistry of Education

16,206,503.35lvlinistry of Detence
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As t-,oted abo.u e, Gcvernrttent }vlinistries arlcl hlstirutions utrder thetlt oive

Totai arnount

iicC lish...tr9 .'7 5"7,1'-57.23.

Ii,.,.,aS lilso noted rirar ;iil outstanciing amoullr oislls'-15-l'115 )16'l90 o''i'ed

:,.. i a:ious \linistries, Departments and institiitions rt,'lis tertlletl as " ilad

-j.:S". Scr:-.e Of ti:e reasons gil,'en fOr ii:ese bail clccis \'\'ji'L' tilli i":

i,.,1;::l:ieS. ':epaiiil-leniS anc inStifUfiOns COnCerneci iriid ''ei'iLseci 
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(ii) The office of Legal Officer

t29 .gg to g.'t .gg - Milcah Ivlugo

10.7.98 - 30.5.1999 -Justry Lumumba Nyaberi

1.6-99 to date - Julie Adell

ScrutinyoftlierecordsavailedtoillelnquiryTeambytlrePersonnel

Department indicated that between the rnonths of April' 1998 ancl June 4tir

1999 NIr. Nyaberi was both the company Secretary and vlanaging Director'

Berween July, gth tggg and 30'h Nlay, 1999 Mr. Nyaberi was the Legal

Officer, Company Secretary and lvlanaging Director'

4.4 2 (11) PANEL OF ADVOCATES

The Inquiry Team could not trace a.y fornial lisr or'Atrvocates ni:r'cl'.ited to

act for KCc in legar matters. There was no pi..oi t-rf e;<isre.ce t''r' sucii parrel

bv minutes, appoi,tment letter or oiher irrstrunrerr besto.'viug sLrcir ariiir.riry

orrAdrlocates.Tlreevidenceatharrdin6!i1-xreclti.,arthei.ew:lSlloirre.jpanei

of Advocates' The Inquiry Teirn mitnr'gecl ro c+ir:pilt t'he list set ()Llt

hereunder from the payment recorcrs.i'trrc cilrrlilrr*1/. Eacir fi.'seettled to

iiltr,e irad very close ties wirh the I(CC lll:illilgell]ei]t at oilc p;.ll.tii:l.lilii. ti:i:e at

r'.,itich time payme,ls oImiilions of slliiilngs \;'ere collcet'rttirieci ';n' tilat irrin'

TTIE PA}{EL

i. Otieno Odek ancl Coiripan;' '{ti' cc-i:::i

). KiPngeno 8r Abincira Acvocat:-c

-' I{erlako To'ciko' Advccaies

-i. Ogero & ComPanY Advocates



6.

7.

8.

9.

l0

11

l2

13

t4

Kalya & ComPanY Advocates

Christine Oraro .t. Company Advocates

Kambuni Githae & Company Advocates

Kiboi. Oira & CornPanY Advocates'

Nyakundi Tuiyot & Comparty Advocates

G.W. Chege & ComParrY Advocates

Chesartg 8i ComPanY' Advocates

Aboge ct, ComPanY Advocates

Kagucia .t CornPanY Advocates

15.

16.

t7.

L. M. Wambua & ComPanY Advocates

Torn lvlutie & ComPanY Advocates

Kanyi Juma & ComPanY Advocates

4,4,3 PAYiVIENT TO ADVOCATBS

OTIENO ODE,I( & CONIPANY ADVOCATES

Amount

I

350,000.00

475.000.00

900,000.00

1,400,000,00

25,000.c0

2,700,000.00

450,000.0c

2,400,000.0[

25,0011.00

50,.100,0(<ii , tQ1

Cheque No.Date

37 56212t396

4040562n296

4041394fi2196

405723241U97

41 1079t8l2l97

0060326tsl97

00i0772016197

4t107930t6197

00i7592lt1lgi
004735

30



32,100.00300985

55,516.85300652

200,000.00009693

275,000. c0008 192

300,0c0.00300642

85,000.00006765

100,000.00006764

25,000.00001978

85,000.00007977

85,000.00007976

254,000.0000862 1

90,000.00009954

254,000.00009538

9,500,000.00300643

90,000.000t0647

2,000,000.00Cash (No chit)

1,550,0c0.00302006

125,000.00302032

225,000,003017 56

2,000,c00.0030i764

1,Occ.0c0.c0

9 t2t98

't 9l2l9\

212t98
:

' t'7l4lg$

i 11l4l9B

4t3198

4t3t98

28t4l98

2814198

28t4l98

,715 98

2et5l9B

18/-si 98

^.i r / /n n
lLli o,,y6

' i 8,'6,'98

! -.0,,5,98

i 15ir)/98

i 611i 98

Li :a

' tJ 1-: rC'l
; / ' 

,'; ,\j

C:l 3CL7 65

30ii 51

300698

300699

30105i

2.000,000.00

6i-l'0.C00. C0

5C.LrC0. urO

- r ' r:\,o
1 !/,4

rii

- - .1 a' ^- Yca

10 ) I1i sc0.c00 c0 i

,':jl

I U-)'
:.:?
t:.,
:.1.

.,|
,.t.. r:

,.{

'r



015254r4ll2l98
30180521112198

3018162U r2l98

3018177U r2l98

30181230t6198

30065330l6t98

30065430t6t98

3006553016198

30065730t6198

0140276lr0l98

302237 66t5199

30177324llll98

(s.o)26 6t98

(s.o )29 t6198

(s.o)t4l7l98
(s.o)16l7l98

t7l7l98

(s.o)2C17198

(s.o)2211198

(s.o)2517198

(s.o.)281'7 198

C. S.Oi /8/98

500,000.00

500,000.00

500,000.00

400,000.0c

400,000.00

400,000.0(

400,000.00

400,000.0(-

400,000.0(

125,000.0(

85,000.0.

2,000,000.0

PAID BY STANDING ORDERS AT STAND ARD

CHARTERED BANK

(s o.)

11,500,000.0

500,000.c

500,000.(

1,000,000.I

500,000.(

1,000,000.(

1,000,000.(

1,000,000

500,000

2,500,000
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2

DATE

318t98
4/8/98
5/8/98

2,000 000.00

CHEQ

TOTAL

HA ADVOCATES

CHEOUE NO.

UE NO. Ai\IOUi\iT

(s
(s
(s

0) 5,000,000.00
1,500,000.00o)

o)

64,816.016.85

KIPNG

DATB

INCENO & AB

Y STAND ING ORDB

o)
o)
o)

15 o)
(s o)

TOTAL

AI\IOUNT
IN KSHS.

g,500,000.00

3,000,000.00
3,328,201.50
2,800,691.50

571 ,'7 45.A0

267 .979.60
5,959,733.60

52,352.80
4,949,200.00

}IAITTERED BANI{

500.000 00

5t10,000.c0
500.00c.00
500,000.00
50().000.00
5Lr(1.0(lc. L)0

5Cti,ccO.00
5C0,c00.00
_i0(1 000.00
500.000 c0

-i00.{.i00.0c

16ll2l9'l
1t1198
1613t99
t6t3l99
153,'99
5 5t99
5 5 99
515.99
5 5 i)9

PAID B

)612t98
21 ',2t98

l,'3,'98
l,i 3,/98

015617
001232(BB)
016078
016080
016082
016099
017401
0r7 402
017403

R STAI{ DARD C

(s
(s
(s

l

l

a ilO
_.,7u\

_.,,yU

-t !)3

_r yo

_: )r5

:i98
j98

(s o)
(s.o)
(s.o)
(s. o)
(S C)
(.s c)

J+. 935,904.00



t"

N.B T[e above figures not withstancling the report to the Inquiry Team b"-

the Company Secretary indicafed that the above firm was paid the-

following sums of moneY:-

December, 1997 I(shs.8,500,000.00

Jarruary, 1999 Kshs.6,000,000.00

lzlarch. 1999 Kshs .6,706,638.10

Nlay, 1999 Ikhs .14,229,267 .OO

S'tANDARD C[ir\ltT E,ITED BANI( BY STANDING ORDER

Betrveel 26tlt February, 1998 and }nd lvlarch, 1998 paid a total (

i(shs.5,500, 000. 00 Therefore totalling KSHS.40,

I{E,IUAl(C TOI}I t{o ci< coivlPANY ADVOCATBS

DATE CHEQUE NO AIVIOUNT
IN KSHS

935,905.10

,l

3

2t2t96
t U 6t96
l,ll8l96
9t9t96
24t9196
3U l0l96
tUll196
)1ltU96
9 n2t96
tlltzl96
t3nLl96
t9t3t91
3011,97
8,'5lL)7

3i/l/98

375178
38873 1

38663 1

38 13.30

391390
348663
348849
386162(10/T105)
404176
404457
404491
000140
408343
000043
39 1 390

TOTAL

320,000.00
800,000.00

4,598,883.10
4,598,883. t0
4,598,883. 10

4,600,000.00
4,600,000.00

391 ,C00.00
4,600,000.00

40,875.00
200,000,00

2,700,000.00
2,700,000.00

2t6,697.00
,l 598,383.10

34

39 564 104.40



NOTE

on the 20th day of July, 1999, this Inquiry Team tlirough its

Chainnan received from the abo're frrm of Advocates a list and

pariiculars of cases they are handling. Tl:e list comprises ol48 cases

out of which perijlnents for 37 of them remain unpaid. The Inquiry

recommends that the said firm be allor,,ied to sort otit tllis tneiter rvith

the new KCC management as there wili be need tor the taxation

Pe end if the I(CC

managemept is of the view that they have beel oyercltargecl tfien they

should proceed to recover. Perusal ol the docuntetrts cottfirms tilat

substantial work was done for I(CC by this firm'

.I OGETTO & COn4PANY ADVOCATtrS

DATE CHEQUE I\IO AVIOLiNIT
IN KSHS

17l1l96
tc/ 1 iig8
i3t8l9B
)1, 199
'r 1,'5199

37 5118
3C I 768

012053
3A2265
302454

TRAI\iSFER OF I{AKURU B/OCi( 11,144

TC LUCQ iI{ LIEU OF'LEGAL FEES

CWI}IG TO OGETTO &
COiVIPANY ADVOCATES

TR..TNSFER OF NAKLIiiu B,,CCK LiI45
TO -A.1,'1.'\ZING LO\/E l,ll"iIS'I'RItrS LIi\ IITED

BY CGtrTTO 8r CCjirlPAf iY AD\ICC'\TES
}.iC NIONFY Rtr]UITTED TO iiCC

320,000.00
500,000.00
210,000.00
200,000.00
300,000.00

l

3,500.(lcO.cc

-irJ,-r. i)(10.0i)

TOTAL 8.+l0.ciltl:,rj
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-;rj
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This firm of Advocates has also remitted to the inquiry their records on the

21', of July 1999 . The Inquiry Team recommends that this matter be

referred to the new management as there rvilr be need for the uxation and/o

jointperusaloftheirfilesbythetwopartiesandiftheKCCmanagementis

of the view that they have been overcharged then they should proceed t-

recover.Perusalofthedocumentsconfirmsthatsomeworkwasdoneb

tlris firm of Advocates. However, thir; tjrm should remit to KCC all the

pro.ceeclsoftlreCollveyancingtheyhandledforKCCaswellaSSurTenderar

properties that they may have transferred to themselves in lien of fees unles's

tlresaic]transfleris-approvedbytlreshareholdersofthecompany.

R. N. SITATI &coNIPANY ADVOCATES

UE NO AMOUNT
E$H-s,
26,600.00
16,396.C0
20,000.00
15,2,81.75
3,500.00

59,770.00
#18.00-

24,429 .30

200,000.00

DATE,

13l3l96
2115196

5ltl196
2llzt96
r0ltLl96
t] lll9'l
t8l3l97
3016197

7lt0l98

022079
024015
348719
404057
404178
505616
409034
409059
301479

TOTAL 371 595.0s

6 KALYA &

DATE

r\NY ADVOCATES

CHEQUE NO

0226r5
022615
022615

CONIP

AMOUNT
IN KSHS.

L2,750.00
23,600.00
L9,230.00

29t3t96
2913196

2913t96

36



29 t3196

2913196
2913196
3U7196
3tr0l96
t4lLU96
tr12l97
tU2l97
t2t2l97
2t9197
r6l6l98

u22615
u22615
u22615
38!)621
348ffi
(NO CHIT)
(NO CHIT)
405242
405304
r103054
(NO CHIT)

16,694.C0
36,700.00
14,600.00
47,869.C0
,17 ,960.00
59,7 66.A0
36,821.00
47,5C0.00
18,415.00
84,500.00
46,216.65

, \,1.
i.i{
.,:l
.i rr

tf,_r x

. :.r
'.: I
'.J

.. t!
r:!l
.,*:,
,i^1i

,'i

rj'ri
ii,;:
li'r,

..i..
' \l 

'.\

18/6i 98

2619i97
2619197
2U4198
2t5196
t3ltzl96

(N CHIT)
(NO CHIT)
(NO CHIT)
(NO CHIT)
(NO CHIT)
404556

a06926
009923
009935
010557
010558
009939
0109.17

011218
a|Q20
0i-s844

TOTAL

33,945.00
19,864.00
30,000.00
41 ,573.50
84,526.80

712,486.20

AtvIOUNT
IN KSHS

5.500.00
2l ,450.00
64,C00.00
62,000.00
64,000.00
62,000.00
38,733.00
20,000,00

i63,000.c0
20,000.00

520,683.00

,,!1
'1.

tr :i
.r "i,',,,d

rt,!r
i ii,

.1 ii{
,lii;
t':tli
i;".t
'iPit
j:,
,r.ll
'1i.t!

. !.f

lli
-,.ti

,'tll
.;l"!

., i

.-t /l
,.I

,.h

t-!t,

,i :

.ilt
i,l

1.-ll

" 
l.l

itt

;t'r

',i

":{:
{,

.', l

'7

TOTAL

CHRISTINE ORARO & CONIP ANY ADVOCATES

DATE CHEQ UE NO

913,98
26lsl98
:1 5,98

"616,98i5t5t98
:1',5 98
l'7 ,'98
i1,',7'98
L+ii;98
'rl,'12198



B. KANIBUNI GITHAE & CONIPAI{Y ADYOCATES

DATE CHEQUE NO.

2t2t96
t313t96
3t7196
5lLU96

020660
02207 8

389684
3487 r0

AMOUNT
IN KSHS.

3,289.60 *
46,950.00 -.
65,000.00

7,500,00

190,239 .69

AMOUNT
IN KSHS.

2,000.00
350,000.0(

2,000.00
15,950.00
86,500.00
20,000.00

270,000.c0

746,450.00

TOTAL

9 KIBOI OiRr\ & CONIPAI\-Y ADVOCATES

DATE \- UE NO

3U r0t96
2t9196
2tr2t96
2n2196
tU2l97
tt 12191

8t6t98

348661
020659
404062
404060
405245
(NO CHIT)
010553

TOTAL

10. FIYAI(UNDI TUIYOT & CONIPANY ADYOCATES

DATE

2st8t98
r0lr2t98
r0t|zt98
1'7 t9t98
16l9t98

an559
301797
3Afl98
013117
(NC CHIT)

CHEQUE NO AMOUNT
IN KSHS.

660,404.40
604,000,00
604,000.00
604,000.00
600 000.00

TOTAL

3B

3 ,072,404 .40



11, G. }V. CHEGE & CO}IPANY ADVOCATES

DATE CHEQUE NO

..i.!.,i-:r

-:,i:

.i :

.'t.'

.^ i!

{

11, .;

.., i

l. f)

"i!

Srji
ii j'.
,.tJ

,iit.

:.ii:,
1.,,1r

+1,
,1 1

. r.'t
,11 i

(.

:4.
i:,.

,. I

29nLt96
30trU96
26.6.97
23nt97

404049
404045
000527
405684
TOTAL

AivIOUNT
IN KSHS.

6 I ,0 12.00
36,926.00

l,2J 6,923.90
169,900.00
544,761.901

t2 CHESANG & COMPANY ADVOCATES

DATE CH UE NO

23t2198
5t3t98
24t7198
2515t98

00657s
007 034
011698
009907

A}vIOUNT
IN KSHS.
20,082.50
80,925.80
100,000.00
50 000.00

25 1.008 30TOTAL

t3 ABOGE & CONIPANY ADVOCATES

DATE, CH UE l\io

12t1,t91
;,,9198
iE/9/98
'):,2,:98

408594
012850
013 i E5

405354

TOTAL

AIvIOUNT
IN I(SHS.

15,075 00
25,5-10.00
87,250.00
il 500 00

I 39,365 ,-:tl



14 I(AGUCIA & CONIPANY ADVOCATES

DATE CHEOUE NO

2t2t96
2U rU96
2ll2l96
2lr2l96
2tr2l96
L313l96
1313196

301t0196
t0.12.96
30n0196
t3lt 191

020661
349456
404058
404059
020661
022082
022082
348651
40481

348658
40487 4

AIYIOUNT
IN KSHS,
3,990.00

29,'77 6.00

30,500.00
i,500.00
3,289.00

1 1,050.00
2,500.00
3,500.00

58,475.00
i0,075.00

44 208.90

IJA & CO

TOTAL

iVIPANIY VOCATES

197 863.90

L. NI. 1VANIB

DATE

9 n0196
2n2196

CHEOUE NO

392208
404048

AMOUN'
IN KSHS

138.000,(

900 000,(

038,000.r

AMOUN
IN KSFII

ADi5

TOTAL

16 TOI\I NIUTIE & CONIPANY ADVOCATES

DATE CHE iJE NO,

1,

218t96
20t8t96
2tBl96

344935
386070
384939

TOTAL

6,000.00
5,380.0c
6,000.0c

38,0.0(t1 ,

,

40
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li. KAI'IYI JI.J}IA & CONIPAJVY ADVOCATES

DATE CHEQUE NO, AIvIOUNT
IN I(SHS

t8n0t96
2t9197
t112l97
5tu96

347 60r
003054
405236
3487 1 1

TOTAL

29,750.00
94,500.00
23,0C0.C0

8 980.00

146,230.00

4.4.4 FIIYDIIIGS AllD OBSERVATIONS

i) PANEL:

The perusal of the list of Advocates acting for i(CC cleariy shows

that all and/or the majority of them were not properly instructed but

were randomly appointed by the immediate management to act as

conduits for siphoning millions of shillings out of the company.

RE,CORDS:

There were no recorcls available at KCC offrces to enable the Inquiry

Team scmitinise the cases anciior transactions against lvhich these

iarge Sun']s of money were paid cui. It \\ias irnpossible to anaiyse

anciior veriflz which cases eacir Acivocate rvas hanciling. llo copies of

summons or other Court or ieeal documents being handied b1'' external

ACi,ocates were kept b1' the management oi KCC. Titere arose a

siruaiion whereby an'; Aili'ocare could clainl altll antt)unt ol molle\,/ one

r,,'anied and the Same ,.i'as paiC lviti:oul anr SLIPil,crtillg documenis.

a/



t'

These circunrstauces also crea[ed a situation whereby the irnmediat'

forttter},IarragirrgDirectorcouldpaytensofmillionsofshillingstu

one finn of Advocates in a single day without using any records whic

couldlraveassistedtlreinquirydeterminetlrecriteriaheusedtoarrive

at suclt colossal sulrls

iii) nIE'tIIoDoLoGY:

The inquiry wns however able to retrieve and verify the amounts paid
I

out[otltevirriotrsAclvocatesaSsetoutabovethroughthecompu,ri

prirrtoutol.lColllpal]yoverheads,BankStatemerrtsandpa}fllfrti

vor.tcltet.s (chits) r,vlrich were retrieved from tlre company'S accoullt S

Sectioli.sotrte[eenot,esfromseveralAdvocateswerealsofoundtd

tltesatneuseditttlrefurt}rerverificationoftlresepayments.

iv) THE, LAW API) LICT\BLE

.I.lrepavrrretrtolAdvocates,feesisgovernedbytheAdvocatesAct,al

16 of tlre Lalvs of Kenya and the subsidiary legislation n,,di

tlieretrriderlnoi.especificallytheAdvocates(remullela[lull

(Anrenclnrent) orcler lgg'7 made by the Chief Justice on h

reconln]elrc]ationoftheCounciloftlieLawSocietyofKertyapursual

toSection44oftheAct.Thesaidordercameintoforceontlre2r-(

Decernber,lgg.TarrdtlreSameenharrcedthelegalfeesclrargeabl.L

Advocates irr all spheres of legai practice in Kenya'

TheparentActunderSectionsMto52dealswiththeremuneratlon

AdvocatesandinbriefSetSoutthefollowingmethodsofset:

a

*c-



Advocates fees:-

(i) section 45 stipulates that an Advocate aitd his or lter client can

enter into an agreement on fees and that the satlle shall be valid

and binding on the parties provided ir is in r'r'riting and signed

by the client and/or his agent duly :iLrtiroriser.J ip tliat beiralf'

Subsection (2) of this section hor'vever states that a client may

"lii,1i

, ',.,i.:1

;:,i;
tsJii': l r
:; J.'r l'i,...:i:

::..:i

.1 _':.1

virrue of the above provisions apply for it to be set aside or

varied on the grounds that the said agreelnellt is harsh and

Lrnconscionable, exorbitan[ or unreasonable'

(ii) Section 46 lists ciorvn the kind oi invalid agreenlents rvliicli

cannot be recognised under the Act'

,,,. i \;

. i liti
I -lr!1,

.ri;ii
'.'.i.u

+.l!,
,.', n|.

..,,:It

".r.rl
i,:j1ir'.f;ii
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ri.lj
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V) FINDINGS:

The finding of the inquiry team was thllt no valld agreelnent wouid

have been entered by' the immecliate mallagen.]eni of KCC' If any such

agreements were entered, tlte same were in'ialid ablitio for lvant of

tire authoriry of the shareholclers arlcl/or rvith the shareholders

authority thar of the Boarcl of Directors' The loiie ratiger ittstrr-rclions

clisiiec our. io fa..,curec1 fir-irrs br [h^ inriueililic ,lil.,sir1g ilirecror

anCici iiis ilitrneCiilte t-rrecleceSSCr \\'3ie i':i lrlil''it-p'rSeS illegal and nOt

bincin_e or enfofceable against KCC. Uilder Stcricii J7, the cottrt'

definitel;,..viihilleapolicationofiheclient.llli:'nol'Vel.toorderan
..{r'n,-r!-e:,^'nrli','araL.'ilioiCCSt:q'ltil'ifoi'il'ie''1eli"'ervupofcrdLl\ L/ULi!- r! uvr

Oii'ler',i'iSe ::r r:iatiCn tO i.lli' Caeci:;. Ci':c -" ' i'lliS i)i 1)apefS in hiS

.DOSSeSSiCit. custody or DC\,\ 3r ii'i:iclr por,r.'31' il{.i:ncs ic ;ases in willch

'.t

'!i

t

r
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no business has been done by the Advocate in Court

Secdon 48 sets out the action of recovery of costs by

from his client. Section 49 talks of the procedure

recovery rvhere defence has been filed by the client while section 50

falks of 1nxatioll ott tlte application of tllird parties and Section 51 deals

withthe General Provision as to taxation. section 52 deals with

charging orders.

TIie ilquiry tealn in its perusal of the few documents found relating to

colveyancing, debt collection and civil and criminal litigation did not

meet ally of the above se[ out methods and/or legal criteria of

detenriining the chargeable by and./or payable legal fees to Advocates

in lile rvith both the Parent Act anci the Advocates (Rernuneration)

(Anrendment) order 1997 '

The paynlents nrade to some Advocates in relation to the amounls attd

frequencies of such payments clearly shorved that the said

[ransactions were not only fraudulent but also made to further some

criliipal intentions. A classic example of this is the payments made

toKiprrgeno&AbinclraAdvocatesbetweenthel6thofMarch,|999

arrd the 5th of lvlay, lggg. The said payments amounting to

I(slrs .17 ,931904.00 was immediately used to fraudulently obtain and

transter to twc unregistered limited liability companies tlvo prinie

properties valued at Kshs'26,500,000'00 at a purchase price of

Kslrs'l6,S00,000.00tlrerebycostingKCCnotonlytheprime

prcperties but also tlte so called fees as no legal services lvere ever

provided to KCC by tlie said firm of Advocates' Indeed perusal of

ttre Advocate

of such
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hvailable records indicate that rhe cases against wirich the said sums of

mone,v were Paid did not exist'

The firm cf Abincha & company Advocates belongs to the rvife of Nlr

Nyaberi, rhe immediate former managing director of KCC and it t'vas

usei as a conduit to loot KCC. The two companies to wirich tile ivr':

properties were transferred not only belong to Ivlr. Nyaberi and i"'ls

wite but were not even registerd at the companys'registry at the

Attorney General's chambers at the time of the transfer of these

properties.TheconductofbothMr.NyaberiandAbinchadidnot

onlyamounttomalpracticeunderbothtlreAdvocatesactandthe

company,s Act but was criminal in narure. In deed this was a case of

obraining by false pretences under Section 3i3 of the penal code cap

63 of the Laws of Kenya as well as stealing by directors and officers

of rlre company contrary to section 282 of the same Act' on or abottt

rire l5tir of December, l9g'1 , under circumstances shrouclecl in

,11r.'c.5.r-] a,.l cefinitely reeking of complicity and professional

ntisconduct, as her husband was then the company secretary of KCC'

.\binclrademarldedandreceivedfromKCCaclrequeof
r.sirs..3,500.ccO.00 0n behalf of Kisumu Municipal council. Recorcis

ava:.eci.ro Lis indicate that out of the said sum Abincha only releasctl

li,si,s. i.CCO.ilt-.10.,-10 to Kisumu lv{unicipal Council and misappropriated

,.r=' -.:tl :ti:ce'-': Ksirs' 7,5C0' COC' 00'

li'.:.'':1::: cal,'of Januar-v-, 199E, Abincha u'as paid a t-Lrrtiler sLln-l

-,.r i.sl:s ,:,..i0ij.CCO.C0 r'ide cheque no'001132 cira*'n otl Barclals Bank

',:,: -:',i:s,:.'lSe d. services allegedi,v rendered'
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ln another reckless manouvre to fleece the company the immediate

former managernent of KCc credited Kipngeno and Abincha's'-'

accountswiththesumofKshs.5,500,000'00throughBankStanding

orders at standard chartered Bank industrial area' The said transfers-

weremadeonthe26thandZ.TthofFebruaryandthe2ndofMarclr,

1998'Novaliclreasonwasgiventotheinvestigatingteambytlre

financial staff of KCC on the said exorbitant transfer of KCC funds'

ArrotlrerfirnrwlriclrwasdefinitelyusedtoplunderKCCwasthator

otieno- odek and Company Advocates. Though scanty record

availedtotlteinquiryshowedthatthesaidfirmwashandlingbigcases

o. behalf of KCC, the sffle used to pay their fees' which rvas th-

highest of thern all, at Kshs'64'816'016'85 was unorthodox' A cas

irrpointistlreclirectremittanceofatotalofKshs'28,500,000.00tt

otieno oclek and company Advocates' account by Bank Standir

orderatStandardCharteredBanklndustrialArea.onasingledat,

the 26tlt o[ June, 1998, the said Advocates' account was credited wil'

Kshs. 11,500,000,00. There was no legal authorisation tor such mo

dfpaymentforanyservicesandthesamewasneitherauditednc

shorvn for what services the same was being paid'

Thecolossalsumsofoveronehundredandsixrymiliionshillingspa

to less tharr fouI Advocates in a period of spanning only three ye

cleariyslrtlrvsrllattlreformermanagementstarrdindictedforgro

mismarragenlentofthecompany,sresourcestothedetrimentof.

operatiotlsofKCCandthatoftheshareholdersandstaffillterest

The priorities of the said mdnagement in this regarcl amounted

professiotralnrisconductborderingonimmoralimpropriety.It
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definitely criminal

vi) PENDING CASE,S:

Tlreinquiryteamcouldnotgettheexactnumberolpendin|zC?SeS

eitirer for or against KCC due to the poor record keeping cf these

_ marrenl. HoweSlthe legal officer supplied the teanr witlt a filing

list which indicated that there are over 600 cases pending against

KCC. Inquiry as to the current starus of these cases met blank stares

as the legal department itself was in the dark in this regard' The

inquiry team observed that numerous interlocutory judgements have

been entered against KCC due to negiigence in representation both by

in-house and external Advocates. Indeed tltere was mention of

collusion befween the company's lar,vyers ancl third party lar'vyers' The

auctioneers who have attached tens of tire conrpally's lllotor vehicles

; , and sold them in fixed "Public Auctions" for a sollg' Indeed wlten

tire investigating team lvas a[ KCC Headquarters at Inclustrial Area

there was discernible presence of Auctioneers aL tlte company

SecrerarY's oftlce dailY

iiECOVI}{ENDATIONS:

For a ntore cosr eiiecrive and genuine legal repi'esentaiion of KCC in

rhe fuure this conrmission of inquiry reconll'ilettds as loiiows:-

There siroulci be sel up a srrong 1ega1 Depe:'rnient conlprising of



')

Conlpetent' dedicated and conscientious staff with the welfare of the 
, '

companyatheart.Tlresaidlegalstaffshouldbeadequately--

remuneratedtoCreateinthemthenecessaryjobsatisfactiontoensure

thattheyarenottemptedtocompromisetheinterestofthe

companytosatisfytheirownmaterialneeds.Theselegalstaff.-

shouldhandlemostofthedaytodaylegalrequirementsofthe

companybothcleskworkandCourtwork.onlythemostdifficult

tasksshouldbepassedtoexternallalvyersandthismustbethrouglr
' written consent and/or approval of the whole Board' Any

Iitigation.underCertifiCateofurgencyshouldbehandledbythe

in-house iawyers in the first instance before being handed over [o

external lawYers'

Anelvartc]limiteclpanelofexternalAcivocatesendorsedbytheful]

BoardslrouldbeappointedandcompiledthemomentanewBoardir

constitutecl.TlreBoardmustbesatisfiedthatthesaidfirmsareol

lrighirrtegriryandmoralprobirywiththenecessarycapacitytodeliver

ThBlegalDepartmentshouldrecallallKCCoriginalfilesfrornth

exiernal larvyers or the copies thereof(where they still require th

servicesoftlieexternalAdvocates)andhavethemmeticulousl

recorc]edanciphotocopiedbeforereleasingthemtothenewpanel

ofAdvocatesifandwhentheneedtoinstructtheseAdvocat

J

anses

4 A11 the externai Advocates to whom the coilosal sums of mon

recordedabovewaspaidmustbecalledupon,throughalllegalmea

atKCC,sdisposaltoaccountfor,justifyand/orprooftlrelegalba
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forkeepingthatmoney.KCCslrouldrecoverallrhemoniestltat

theseAdvocateswerenotentitledtoeitlrerbyreasonofhaving
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obtained it fraudulently or by overcharging

suitable arbiters for this recovery'

The Courls are the most

n

The management staff of KCC involveci in the legal transact'rolls ill

questionmustbethorouglrlyinvestigatedandifanyelernerr[of

criminal complicity in the payments of any of the legal fees is found

tlreculpritsshouldnotoniybesurchargedbutshouldalsobeclrarged

itracourtoflawtlnierthepenalcodeforcrimesCommitted.

Thereafter civil proceedings should be instiruted for the reinstittttiort

to KCC of the said funds'

Any Advocate, who is a member of the law society of Ketlya, fcrurd

tohaveactedincontraventionoftlrerequirementsoftireAclvocates

Act -or any other law and/or the moral tenets of legai practice in

Kenva, should be reportecl to the Advocates complaints cotnnlissioil

ior tire necessary discipiinary actlon

iite Courrs must immediately be sensitised on the situation oi the legai

lllatt3rsandiorrepresentationaffectingKCCtoenabletlremar,oid

nraklr.q andr'or reaciring decisions precipitate to KCC's interests'

Tiris :an be done o.l' "i'riiing 
to both the Atiorney General and the

C;r-'. Justice requesting them [o advise tlleir respeciive ol'ficels

::cr-iilinuiY.

T.r.' :oi:Panir inJrouse Advocaies shoLiid inlnlediaieil' enl'nar':: otr a

.;ilc,tis iollcrl.up of aii the cases pendine in Couit 3nr.1 -iil-'.]{gle lo set

I
I
i
I

I
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aside orders made against KCC due to the negligence of the immediate

past mattagement and that of the external advocates

The lvlunicipal Council of Kisumu should be notified of the existence 
'

of the Kshs.7,500,000'00 rates kept by Kipng'eno and Abincha

Advocates for purposes of recovering the same'

4.4.5 IVIOTOR YEHICLES:

1.1 'fhe ipventory of tfie Motor Vehicles and other machinery sold by the

pranagentent of KCC between February, 1996 and the establishment of this

inquiry coulcl not be fully ascertained as no proper records on such sales

were kept. Tire officers concerned interviewed in regard to this subject

explained that the saie of ihese rnovable assets were mostly done haphazardll

'and through verbai instructions from the former Managing Director' Ttre

proceclure of, sellilg such motor vehicles by tender lvas cirgumvented ir

orcler to assist directors ancl their cronies purchase these motor vehicles at

very lolv prices. The unclervalua[ion of these motoilrehicies and haphazart

sale tftereof not olly dost the company financial loss' lvhich it could hav'

otherr.vise rccouped, but also cost the company the efficiency required in ilr'

everyday rnarketing alclior follorv up of its responsibilities due to the loss c

lneaps of transport. 'firis by extention opened up an unwarranted market fc

outside forces rvlio cante in to transport the KCC products at extremely l'tig

ancl very often not earned charges'

Indeecl tflese transporters not only inflated their bills but also demanded fr

pay in advance amounting to miilions of shiliings' The former directo

clearly played a role in the destruction of the transport unit of the cotnpat

9

.)

.-l
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to create a fertile ground for their own looting' There was also an element

of outright theft of some of the movable assets of the company and the most

glaringofthisisthetheftoftwobrandnewtractorsvaluedat
Kshs.3,188,000.00 which the said directors took delivery of directly from

Ctvlc. The said tractors are KAJ 806W and KAJ 807W' The inquiry

learned that some people were arrested and charged in cotlrt rvith the theft

of the said tractors.

The haph azardand unprocedural disposal of KCC machinery did not spare

some industrially vital ones. This drastically affected the production and

processing ability of the company. Two examples of these tnachines are

four(4) Units of DC500 Classic machines valued at Kshs'60'000'000'00

which were sold for Kshs.5,050,000.00 only. A mixer machine which had

nor been used at all and was still unpacked from its original package r'vas sold

to p.K. Muiruri, one of the directors for only Kshs.200,000'00 out of lvhiclt

only Kshs.50,000.00 was paid to KCC. The said nlachitre was valued at

I(shs.500,Q00'0P.

r lrerein ser out beror,v is a rist of motor vehicres ancl nrachinery wrrich tl're

ir,quiry discovered had been sold and the majority of them far belorv their

nrarker value. The former Managing Director single handedly wrote out

letters of offer to directors and others without proper valuation having been

carried out
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3. KWK 803

4 KwK 821

FORD Di4l i(L0RRY)

FORD Dl4ll(LORRY)

HONDA IVIOTOR CYCLE

ISUZU 2.8(CANTER)

PEUGOET 305 SR

80,000.00

60,000.00

2,000.00

r00,000.00

50,000.00

i00,000.00

E.T.KWENYA
(D)

E.T.KWENYA
(D)

E.T.KWENYA
(D)

KAMAU
THIRIKWA

(D)

J.IVIUNENE
KARIUKI(D)

JOPAGENtr'AL
MERCI{AN-tS

5 KUL 159

(r. K'l'Z 201

'7. KXB 6li

8

(lvlATl{ERl) (D)

9. KNx 178

LORRY)

FrAT 682 N3(LoRRY)

FORD DI4I I

ISUZU 28 (CANTE'R)

FORD Dl4ll(LORRY) ',

LEYLAND BOXER(LORRY).

LEYLAND BOxER(LoRRY)

t0 KWK 8OI

K'TF 2I]

100,000.00

200,000.00

50,000.00

35,000.00

30,000.00

i00,c00.00

J.SONGOK
(D)

J.K.KEIvlBOl

MICHAEL
C.KIBART\R

ELIJAH
NlAINA

WESLE,Y
K.KIPLAGA
CHARLES
MAINA

NlOSES

R.K.KERtC

JOYCE

CHEROTIC

F.K NlWr\

S.K.AKWF

S.K.AKVV

AUTO
NIACHIN

AUTO
MACHIN

ll

t1
l- KPJ 204 PEUC 204 ST/WAG'

KWK 802 LEYLAND BOXER(LORRY)

KWS O+3 LEYLAND BOXER('LORRY)
li

I-l

r5

i6

t'l

t8

r9

20

2.1

KwQ 34'1

KWS 045

KWN I9I

r90,c00.00

70.000.00

300,000'00

60,000.00

t5,000.00

30,c00.00

r20,000.00

KWV 464 LEYLAND BOXER(LORRY)

KRJ 437VESPA SCOOTER

KRK i44 SUBARU SALOON

KR\r 1.13 FOftD D13li(LORR)
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23. KlnZ 662 V 'W'TransPorter
60,m0.00

2I KRV I8I FORD D131I(LORRY)
90,000.00

25 KUL 738 DATSUN I2OO PiUP 50.000 00

26. KWP 445 FORD Dl4l l(LORRY) t40,000.00

)1 KlvQ 345 FORD Dl4l I(LORRY) 95,000.00

00-

SUZUKI SIERRA

FORD D14l l(LoRRY)

I)l

38,000,00

45,000.00

125,000.00

r50,000.00

80,000.00

80,000.00

70,000.00

80,000.00

r5,000.00

50,000.c0

90,000.00

90.000 Otl

AUTO
MACHINERY

AUTO
MACHINERY

JOSEPH K
NGETICH

CHARLES
MAINA

DAVID K.
KIBEBE

M.N.KIBET
J.W.NGUGI
& JOHN
KUzuA

GEORGE Y
OKOTH

BEN TOO

JOSEPH IvI.

KAGONDU

JONHSON
M. IV1WANGI

]8. L\K 352 ISUZU FTR I 15

)9 KNU 765

KXP 485

KWW 684

BEDFORD (LORRY)

ll

30

KWN 19I LEYLAND BOXER(LORRY)

L\X 6]3 ISUZU (LORRY)

L\\'095 ISUZU TLORRY)

KWW 509 ISIJZU FTR JCR(LORRY)

l+ KWL 203 TOYGTA coRoLLA

i< IC\K 351 ISUZU FTR iI5(LORRY)

-i,.r L\K 353 ISUZU FTR I IS(LORRY)

KZW 683 V.W TI1ANSPORTER

-.S K\'S 6+7 ISUZU 3'3 (CANTER)

NGUGI
N.THUO

:,/

NAHASON
KIMANI

tvlICHAEL
K. SIGEI

JOSEPH
K.KORIR
& JULIUS
K. KIIVIUTAI

FRIIVIIN N

KANDIE

FRIMIN K.
KANDIE

LAZARUS
KiPROP

L.\ZARUS
KIPROP

'l .t,i

,ati

.,t

i')i

'.tl.,: ,2

Jt''

,.1

.....;

,|,

..-rr

';.:

.:'

:r

.t

-F'.

It

iK*'P 519 DAIHATSU ROCKY
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42. K\Q 637 DATSUN i200 P/UP

.13. KWN l9i LEYLAND LORRY

44. KWW 680 FORD LORRY

KVR 513 FIAT LORR}'

KZV 683 NISSAN SUNNY

41, ICXY 359 TRACTOR

30,000.00

80,000.00

70,000.00

80,000.00

65,oCO 00

NOT INDICATED

KENNETH
KOECH

KENNETH
KOECH

JOSEPH K.
KIIVIANI

CHARLES
N.GICHOHI

FRIVIIN K
KANDIE

NOT
INDI

45

.16
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48. KAi 806 IV TRACTOR

+9 KnJ 807\V TRACTOR

I (i) (b) O'[IIE IT I\IACIIINEIIY

IvIAKE VALUATION

41FOUR; UNI'fS 20,000,000.00

DC 500 Clas.sic oifer by APV

Packing (to cost rvhen

iVlachines ncrv J units 60,000,000.00)

DIRECTOR

DIRECTOR

(POLICE
CASE)

(POLTCE

CASE)

SALE PRiCE

5,050,000.c0

200,000 00

but paid

50,000,0d

only

PURCHASER

TetraPack Ltd

l ONE BRAND NEW

NIIXER J\IACI-IINE

50c.000,00

ol't'er to buy

by AP\;.

P.K.MUIRURI(D)

There is great likelihood that other very expensive rnachines \,vere sold

clandestinely. The above list of such lost movable assets is not exhaustive
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and there is need for a follow up of the same not only for purposes of

recovery and prosecution of those involved but also to conrpel them to pay

the fuIl value of these goods.

4.4.6 OBSERVATIONS

There was unwarranted under-valuation and indiscrirninate sale of the above

motor vehieles and machinery by the irnmediate former mallagement of

KCC. The appalling mismanagement situatiort that existed in KCC at the

material time is unbelievable. Tlie laid down procedures and regulations

normally practised in a sane business environntent were flouted and/or totally

ignored to create an environment conducive to unbridled looting by the

Board of Directors and the top management of the company '

4.4.7 RECOMMENDATIONS

I
1 The records of these motor vehicles must be'retrieved flrom the

department concerned and their accurate value 4scertained.

Where there is proof of uncler-valuation but proper prccedures for sale

were followed, the purchasers should be pursued to pay the balance of

the vehicies worth and failure to do so should result in repossession of

the motor vehicles in question'

Where the necessary procedures were not follouzecl anci the vehicles

undervalued or nor paid for at all. the satrte sliotriti inlruecliately be

repossessed, the culprits forced to pay for tfte use of the said motor

vehicles and then charged for theft under the penal code.

2
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A thorough and comprehensive inventory of the current motor vehicles

and rnachinery need to be done to verify the extent of the loss of these

properties. Tlie list of, the motor vehicles sold wrongly should be

subrnitted to the Registrar of lvlotor Vehicles and be requested to

iurrrrediately block the trausfer of the said motor vehicies to third

parties. The list of the said motor vehicles should be circulated to all

road licensirrg centres in the country and the officers concerned

dii'ectecl to irnpcuitrl the Logbooks of tltese motor vehicles when

brcught to thenr for rertelval of road licences.

2( 1) (a)

4.4.3 FIXBD II\'iI!IOVABLE, r\SStrTS

Propertie-s of I(CC rvere ,.vrongly and fraudulently sold as the board had no

Iruthc.ritv irorrr the Sharclrolders to sell the same. Perusal of the list of

1,.i'opcrties orvrrcd by i(CC prior to the illegal and purported sales shows ilrat

tlte t--orttparry.r [1s;d a sLrbstantial tlumber. n]any of them prime properties

,r,crtlr irr-rirtlrerls oF rriiilions of shiilings. Quoting and relying on some

nrinutl- alie-ge.lli,' talierr at a shareholders General Meeting held at Nyahururu

,--.ir ?6'r'June. l'i98. tlre Board anr] the management embarked on rafilpsr-lt

,-iispr.lsul rrf'tlre c(iuipuiry''s prinre uroperties to tiremselves and to their cronies

,,vitl:r:r-rt clr.rg r',:qai'.1 to [lrc- ltlrrpcl'ties' ntarket value or set out procedures of

,Jcilg :,tt. 'l-[1,-r s't]as{rri c.ii -'ir ibr ti:ese sales \,vas that it rvas doue to alleviate

iite ilirzrnci:il cc,nstrains Lhc conlp?,1r1/ r,vas going thlcugh. The sale prices for

tliese l)i'oi)el'ti-js \:cre irot ()nl\. grossl'1, lor,v, lvtrere some payments have been

r:raJ.'J. but',\'ct'c nrostll' trans[ci'r'cri ancl,ior put into possession of these so
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called purcliasers rvithout receipt of any consicleration by KCC'

Forclarityoftheabovesituationhereinunderisalistoftliepropertiesso

soldandthevaitresforand/ormannerunderrvhiclrthesarneweresold.

2 (1) (b)

CURRENT LEGAL
STATUS

PLTRCHASERSALE
PRICE

LAST
VALUATIO
N

L.R NO

i.lo record o[ PaYnrents

but dtlcuments oi title

collectecl bY NIr'

NIuinrri. No Proof of

translcr

Nduaclii co. ['tcl

(Mr. irrltriruri(D)
8,050,0009,000,000

(Tysons Ltd)
30.9.97

David Courts (4)

flats L.R
No.20913927

Not trartsferable :rs the

same is charued tt')

KCB and there is no

evic"lence of, Partial
dischirrg;

Solongo Iloldings
(Jim Choge)

9,000,0009,000,000Dakar Road

L.R No.209/6549

Translerred ott

I B/(ri 991 at 6.50 P'tn
Solongo Holclings
(Jim Choge)

6,000.0001r,000,000
(Tysons Ltd)
30.9.97

Convent Drive L'R
Nr.;.3734i 87

'frutris[erreC on

5/lli98 16.i5 hrs

(si g,l)lrtories firr KCC

I 'i'hirikivrr Kamau

i-iririkwa
f. P.K.NItrinrri
3. J.P L NYaberi

Atieno Kombei,600,0002,700,000(Tv
sons Ltd)
30.9.97

Nirirobi West L'R
371458

',-rnnttOtt.d t.tl'l

6l I 1i93 3s J ltbovc,\tieno Komber.600.000l,?00,000
('[ysons
Lt<J)30/9i 97 'i-rltttsicrrctl ttlt

i':, i lr'98 '.ts 5 iilrove'\tielto l{tltt:hc
1 .h0t1.0002,700,000

(1'ysons Ltd)

30.9.9'7

Nairobi West L'R
_i; r -15 9

r.' ,irnhi West L.R

).i,r. -17l54'{
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Atieno Kombe1.600,0002,700,000
(Tysons Ltd)
30.9.97

Nairobi West
3'7 t457

lvlark Gathuri
(Kimani Kairu &
Co Advocates
10% deposit paid
to Ogetto & Co.

Advocates. No
evidence of
remittance of the

same to KCC

2.600.0002,700,000
(Tysons
Ltd)30.9.97

Nairobi West
3i t460

lvI/S Guusita
Holdings. Paid

Nairobi West
37 I 545

2.700,000
(Tysons

2,340,000

watts Enterprises
No evidence of
remittance to

KCC

l-Lu) )v , ) .7 |

Offered to

Koboswa Ltd. by

Watts enterprises

for 2,300,000

2,300,0002,700,000
(Tysons Ltd)
30.9.97

Nairobi West
371546

Offered to
Kiboswa Ltd by

Watts Enterprises

for
Kshs.2,300,000

2,300,0002,700,000
(Tysons Ltd
30.9.93

Nairobi West
37 t 549

8,750,000 Rojan Productions
Limited Company

Registered 9n I

3015199 yet land

transferreci on

t8t6t99

14,000,000
(Tysons Ltd)
30.9.9i

Ntuthangari
Gardens L.ll
\jo.3731124

Transferred on

6llll98 as 6 above

Not transferred as at

9t7199

Not transferred as at

9t7 t99

Deposit of
Kshs.275,000 witlt
watts enterprises. Not
yet transferred ast at

9t7 t99

Not yet transferred as

at 917199

Transferred but

company was none

existent on l8/6199
therefore could not

have had capacity to

transact. CompanY's

directors are r\lr.
J.P.L Nyaberi and his

wife Abincha. The

circumstance oi the

sale are similar ttr that

of Getathuru GaiCens

L.R. Noi i376i V l i57
below
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Kiamlrere Road

Bungalorv
r a 17/21

Transferred on

I 1/6/99 one of the

signatories to

debenrure ts

Ivlr.NYaberi' s wlte'. 
.

The ComPanY is sald

KCC amounling to

Kshs.17,031 ,826'25.

Daid to them througn

togut dubious legal

claims

Ilv1tolobe not0
fehisandNyaberi

re registeredidenr.tThe
oN proof

1 61991on
ofnt10fo registra

Purcltasecompany
fromnatedemaceprl

bichaA&Kipngeno
fromfeesSocateAd

Creative Crerv

Productions Ltd'8,050,000
12,500.000
(TYsons Ltd)

30.9.97

Getathuru Gardens

t-.n. t srolv t t s'7

No Transfer as at

911t99
FIIVIS Ltd &
Kimiiili Hauliers

on account of

transport charges

owed to them by

KCC

19,000,00025,000,000
(TYsons Ltd

30.9.91

Kiambere Road (4)

Nlaisonnetes L'R

No.371371

Transferred bY

ln,Jenrure registered on

21lltgg to Ranrji

Haribha Devant

Limited for
Kshs. i6,000,000'0u

R.H. Devani and

accotrnt of lvlilk

Porvcler valued at

Kshs.14'000,000
suPPliedt" 199
Gurrantee of tnls

rransaction signed

bv Enos

Iiimani(Productio
ns lvlanager)

Transaction not

approvecl bY the

Board

14,000,00033,000,000
(Tysons Ltd
30.9.91

;"'

:1

:i

irQ



Transferred (original
documents rvith Ogeto

& Co. Advocates)

3,400,000 Amazing Love
lvlinistries Ltd.
'lransferred by
Ogetto & Co.
Advocates and no
purchase price
rvas ever received
by KCC

3.600,000
(Tysons Ltd
30.9.91

Transferred3.500.000 LUCQ
Investments for
Ogetto & Co.
Advocates inlieu
ct legal fees. No
record of such

fees owing

4,000,000Nakum lllock
1U44

Unspecified amount of
sale price deposited
with watts enterprises.

Belton Printers
and Stationers

r0.500.000
('fysons Ltd)

6.300,000Dagoretti Glrdens
L. R. No.330/449

Not yet transferred
Watts Enterprises
received a deposit of
Kshs.275,000

No name given2,750,0009,000,000
('l'ysorrs Ltd)
30.9.97

Elgon Court
2091239I I /-5(I'}art)

Nakuru Illock
I l/45

4.4.9 OIISERVT\.TIONS

It was tire observation of the coulmission of inquiry that the so callecl

Nyahururu Annual General Nleeting of the members of KCC that aiiegedly

gave the Boarcl the ar,rthority to dispose of properties never took place. I-ICC

i'JO.1400 of t9r98 - Elijah Saliget Cheruiyot and others -Vs- KCC the

applicants otrtaineci a court order barring the directors frotn holding an

r\nnual General Nleeting in NyahurLlru on the 26'r' of June, 1998. in the

first instance. the fornrer Boarcl of Drrectors insisted ti-rat the.v- had held the

Geiieral lvleeting but lvlien contenrpt proceedings were brought against thent

lor disobe)/ipg a court order. tltel' swore a collective affidavit and ciefence

t

T

OU



to the effect that no such meeting took place and their disobedience of a cour[

order did not arise. On the strength of this averment ou oath tl-re contempt

of court proceedings were terminated against the directors' lt was puzzlilg

to note that the same directors who swore on oath trrat such a rneeting never

took place now rely on minutes allegedly taken at that nleeting to justily their

unmitigated Plunder of KCC'

It was a further observation of the inquiry team that even if any such meettng

did take place, no authority was given to the Board to dispose of the

Company,spropertiesinthemannerandfortlrepricesforwhichitdid.

The commission of inquirY, upon embarking on its investigations' sadly

noted that the legal department at KCC was not as active as demanded by tite

siruation prevailing at the time in relation to the illegal transfer ol the

cornpany's assets to both tormer KCC directors, ulanagement and third

parries. A case in point is the delay anci/or lack of initiative to block the

rransfers of these assets after the removal ol thg torp^rer board of directors

anclnranagernent.Thislukewarmarrd/orcalculatedactiviryand/orinactivity

r,n the part of KCC legal department clearly provecl that ihe officers in the

sriri iegal depar[rnent were either inept and/or incompetenI oI were

iilienrionaliy buying time for the looters to register the properties h their

ilenles.Theinvestigationsoftlieinquiryieamestabiishedtl.rattlietornler

\{a,agi*g Director was removed trortl offlce on lhe +'r' of jutte' 1999 yet the

i.oil0wing properties were transferred ruucli later as l"oilorvs:-

CONVENTDRIVE(L.R.No.3734i87)1,8 6199AT6.50P.fuI.

\IUTHANGARI GARDEI'IS(L.R NO.-173+i l-1) l3i 5',/99 A-f 6'50

P.rvt{.

!
I
I

31



a
J GETATHURU GARDENS (L.R. NO. 1 870tv 1157) rtt6t99

Whereas property Np.1 on the list was transferred to Solongo Holdings (J.'t'

Choge), properties 2 and 3 were transferred to companies which 'were not li

registerecl, whose directors were lvir. Justry Lumumba Nyaberi and his wift

Rose Abincha Nyaberi. Nyaberi bought these propertie throu-eh fur l:

frauclulently obtainecl by ltis rvife's legal firm from KCC' Wltel asked h'

the inquiry teain rvhy no requisite legal action lvas taken to block tlte s''i'

trans ers more

tlie fielm of KCC tlie current Company Secretary was evasive advising thi

she ltacl sent sollle caveats to the Chief Land Registrar for her necess t'

action but the salne were never registered against the properties' The Chir

Land Registrar when confronted by cne inquiry team members in |.l'

presence of tlre Commissioner for Lands explained that she could tro' (

anything as the legal

instrumetrts subnrittecl to her lvere defective' The so called defective cav I

were never availecl to the team for scrutiny nor their replacement or off ^i

receipts as prc,ol of payment as aileged by the company secretary.

fielyev€f , some rerleclial legal action was evenrualiy taken and a firm

;\dvocates Keneth Kiplagat & Company Advocates were instructed to pr-r i

these matters. The said firm managed to get temporary injunctions ag 'l

these properties. The following cases are therefore pending in the Nairc

Fliglt Court:-

HCC NO.1382 oF tggg (KCC LTD VERSUS- ATI;i

KON/iBE)

1
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HCC No.i382 OF 1999 (KCC LTD - VERSUS - JUSTRY P.L

NYABERI AND NDUACHI CO}IPANY LTD.)

HCC NO.1384 OF 1999 (I(CC LTD - VERSUS- JUSTRY P. L

NYABERI AND ROJAN PRODUCTIONS LTD.)

HCC NO.13B4 OF t999 (KCC LTD - VERSUS-.IUSTRY P. L

NYABERI AND CI{EATM CRtrW PRODUCTIOI{S LTD.)

The inquiry team established that IV[r. Nyaberi as l4anaging Director broke

all rhe mles of sound and moral managemeni in the disposal oi the I(CC

properties as set out in the table above.

.I. -] iO RBCOMNIENDATIOIIIS:

2

J

4

I All legal means must be employed to lra,re tho.se rvltr-r ll:t'ie ltcqtrirecl

KCC property illegally reconvey the sarne back;to I(CC at Ilo extra

cost to KCC.

The said purcltasers must be nlacle to pay to I(CC ilrc nlorlev

Corrlmensurate to the rent payabie in ihe area cf r,vltich encl respecli','e

prcperty is located frorn the diite they splsred pcssession. either by

themselves, their agents andior third parties at rheir hehest, to the clate

of surrender of tlte sarne ltack to KCC.

Legal action must be taken ro ensLire inrnreciiate eviction of the

purchaser's, their agentS ancl;'or tilird parties fronl tite preniises in

question anci the same taken ever b1' KCC manageixcllt.

l

_l
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4

5

where criminal complicity is detected in any of these transactions' the

culprits must be brought to book accordingly'

Wlrerethepropertieslravepassedtothirdpartieswhoareinnocent

purchasers for value or charged to financial instirutions, the said

persollsand/orirrstitutionsmustbecompetledtoeitherdirectlyarrd/or

irrdirectlycornpeltheorigirralvendorstopaythegenuinemarketvalue

for the ProPerties in questton

6 Checksattdbalattcesmustbeputinplacetoblockfurthertransfersand

clrargirrgoftheaboveproperties.TheSamesafeguardsntustbe

extetrdec]t'otlreprotectionoftheSecurepropertiestoavoidsuch

looting in the [uture'

AsalltlrepropertjesofKCCwerecoveredbyafloatingchargein

fhvour of Kenya cornmercial Bank limite'd the immediate Board of

Direct.orsandtnanagetrtentandanyotherpartiesinvolvedintltese

illegaltransactionsshouldbearraignedinaCourtofLawandcharged

withfrauclulentiydisposingofmortgagedgoodscontrarytoSection

219(i) of the Penal Code Cap 63 of the Laws of Kenya'

The lnquiry noterJ that watts Enterprises, an Auctioneering firtu' rvas

iuvolved in the dubious and illegal dealings in KCC properties and the

said firnr shoulri be thoroughly investigated and be brought to book

accordinglY

7

8



4.4.11 INSURANCE SERYICES

InsuranceServicesareessentialtobotlrindividualsandorganlzatlons

likeKCC.Therearevariousinsuratrcepoliciestakenbyorganizations

toprotectthemintheeventofmisforruneslikefire,deatlrortheft.

Previously,KCChadtakenappropriateinsurancepoliciesfromKenya

NationalAssuranceCompanyLtd.buttlreSame\,veretransferredto

KenindiaAssurancecompanyLtd.Kenindialroweverterrttittatecl|hettr

in December 1998 due to non payment of prerniunrs'

Fire on buildings and Plants

Motorvehicles-comprehensive(botlrColllll]erCialandprir,ate)

FidelitY guarantee

Cash in transit

BurglarY

Naruba

MachinerY breakdown

Pubiic LiabilitY

Workman ComPensation/common law

GrouP Personal Accident

Goods in Transit'

Currently, only fire policies on buildings and plants ltave beert revierved witlt

This has been bY the srace of KenYa
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'7,
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9,
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t

Kenindia Assurance ComPanY '

Comnrerciai Bank lvho Paid Prem

Bank with floating debenture sto

nurn dorvn r'vithout insurance cov

rune of sl-rs.1'01 billion'

iunrs for tlie period july I gg9 - 2000 as the

od to lose more if strch properties were to

er. KCC is ireir':il.v indebted to KCB to the

-1'$\ r
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KCC has arranged for P rovisional covers with lvl/S Lakestar Insurance

CornParlY Ltd' in respect of Motor Vehicle Third PartY' Workmen

ComPensation, and GrouP Personal Accident (staffl'Unfoftunately horvever'

evelt the Policies assumed to have been taken with Lakestar lnsurance

CornPanY Ltd' maY not be val id as the organization has not paid in full the

r-equisite Premiums' The Prem iums assessed for January - June 1999 period

stoocl at I(shs'7'7 nrillion out of which oniy Kshs'2'0 million has been paid

ieaving a balance of Kshs'5'7 million. The premiums assessed for the

The organizatton

Period J

is there

follows

LI

flore in arrears tn

- Kenindia assttrance Col' Ltd' 199198

- Lakestar Insurance Col Ltd' 1998/99

- Lakestar " " (( 1999-2000

Total

settrement of previous and current premiums as

shs.6,953,537 '05

Ksh.5,700,000'C0

v

Ksh.16, 019, 324.00

Ksh.28 82.,6 861.05

It is notecl r.virh serious concern that KCc is exposed to the various insuranr

rislis.Thosewirohavedealingswiththeorganizationareaisoexposed

rhese risks and may terminate those dealings if they get to know of the actt't

siruation on the gror-rnd'

There is little doubt that KCC management is aware of the imPlications wk'

premiurns are not paid but have opted to play it down

policies conllnence when insurance premiums

cornmellcemenl of the PolicY '

. Effective lnsural

are fullY Paid

66



4.5.0 PRODUCTION FACILITIES
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The Technical Team carried out assessment of inventory of all the

machinery, equipment and related facilities in'Kenya Cooperative creameries

headquarters after which visits to organisation's Factories alid Plants were

conducted

OBJECTIVES:

a) To carry out verification of company machinery/equipment and related

facilities.

b) To establish the extent of vandalism of machinery wherever it has occurred'

c) To assess the condition of production facilities in the factories and plants arrd

ro derermine the necessary repairs and their es[imated costs'

d) To establish any machine re-location and to verify arlcl confirtn thal stlch

aCtionSwereforma1Iyeffectec1andproDer1yc1.-lcunrerrted

e) To ciiscnss with the productioll and marketing personnel matters that at-fect

tlieir operations in order to recommend the necessary improvemdlfs ild

correctlons

1.5. i.0 vERIFICATION OF IIWBNTORY OF NIACHINE,RY & PLANT

EQUIPIVIENT AND THEIR CONDITIO}'IS.

Verification of Inventory of KCC machinery and otfier production facilities

rvas conducted in ali the locations and their serviceability establisired'

-t.-..r.i In general all machinery and equipnrent were found to be in their proper

locations and in rvorking order'

observed:

)i

In a few cases, rite follorving were



a) The nrachines lackecl parts such as tnotors' pumps and other units' in most

cases tfie lrissir-lg parts were in other lvorkshops for repairs' The repz""s

delayed clue to llon-Payment. In a few cases' hOlever' some machine pl'-ts

had been removed for use in olher machines due to lack of spares

b) In sorne cases the machines in the company's i.ventory lvere already obso te

a.d crisposed in the scrap yard. Trre organisation has no clear policy rrr'

proceclures used to board obsolete facilities'

c) in a lerv cases tlte iilacilinery was reported to have been re-located' s cl

,,vere, verificcl and tlle- nsw loc{ionl of eeuiqmg-1|jTlTed antl 
ln

utacltittery list co-ntparecl with the inventory list'

4.5. r.2 Arr assessrnent of fu.ctional and non-functionar machinery and equipr :r'

lvas carried out in every location and a list drawn up as sholvn in r\ntie

4.5.1.0

4.5.2.0. Cr\PACl'tY OF IIACTORIES & PLANTS

.r\ssessrne6t of tlte ilstalled, available a1d utilised factory/plant capactl

all I(CC establishntents was carried oul in order to detern]irle

organisation's reacliness [o absorb itlcreases in milk deliveries'

Ir becapre evidently clear that production capacities are not uniform tn t

prociuction Iines. Itl sopre cases essential machinety was missing in the - a

,.ruiti,.,g i1 tire lecessity to repeat some processing stages in other tact -ri

It r.vas observecl that lvlolo aild Kapsabet can be upgraded to factory sia

yiith minimum cost in order to minimise such repetitiols' Bot[iene ;s

procluction Iines were identified and additional machinery recommenclet

At the time of inspection of these facilities, they had a daily proc s:

capaciryofT25.000litresandaStoragecapacityof3,452,500litresaSSlli

I

6B



.r.

in table 4.5.2.0. There was abour 1 lvlillion litres of poor quality milk in

the silos for write off in Eldoret (420,000 litres), Ivlolo(40,000 litres)'

Nai,n,asha (79,000 litres), Dandora (129,000 litres), Kitale (50'000 litres)'

Nyahururu (40,000 litres), Kiganjo (200,000 litres) and iv{iritini ( 70'000

litres). It was reported that this happened as a result of lack of utilities (e'g'

Ilacking paper, furnace oil, cleaning detergents, Water etc' ) to process and

pack milk products in the month of May , 1999 '

Table 4.5.2;,0

Lq Cheese

;) I \lolc*

I rl' i Eldama
: l(lvln

FACTORY
CAPACIT]
(Lrs)

INSTALLED
CAPACITY
(LTS)

AVAILABLE
CAPACITY
(Lrs)

I-llvlITATIONS UTULISED
CAPACI'f Y
(Lrs)

PROCESSING STORAGE

1 Dandora 400,000 120,000 493,500 Pasteuriser
Packing

j0,000

2 Naivasha 120,000 30,000 r67,000 Pasteuriset' l._500

3 Nakuru 200,000 60,000 215,000 Persteuriser
Packing
Refriger:ttion

600

+ Nyahururu 330,000 30,000 306,000 Packing -i00

) Kitate 200,000 60,000 300,000 Drier
Pasteuriser

6,000

b Eldoretr'Sosi 240,000 140,000 460,000 Persteuriser
Packing
Refrigeration

4,000

Sotik 280,000 140,0c0 289,000 Steriliser
Packirtg

3.020

30,0c0 25,000 Refiigeration
Packing

Nil

1r4,000 FIas a

pasteuriser
i i.l.00tl Packing 700

60,000 60,0c0 167

AO
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3,000

450

1,500

150

320

200

300

1,500

40,000

r,600

143

60,007
-.; r

.{ . .-
:.i' I

i.'. -.

Capacities bascd on daily rates'

*shoulti bc upgraded to f;lctory status

i,*Slu;uld also process fresh rnilk

.1.5.3.0. T

-r.5 3 t

ANDT\L IStul r\lriD iVk\CH INERY RELOCATION
}IE,FT/V

.fhett/varidalisfir was reportecl in a number of locations' Most of ihe"r

theftsappeare(ltohavebeerrnormalthettsandpoliceinvestigationsare

goiilgon.Listeclbelowarelilelocalionswheremajoritemswerefound)

liave beetl stoiell or vandalised'

40,000
40,000Ainabkoiil

Packingr00,000llas a

Pasteuriser
r00,000Kapsabet*t2

40,000
40,000LcssosI]

20,000
20,000I terrl4

10,000
10.000l(ilgorisr5

28,000
28,000Nanyukit6

48,000
48,000Kangetttitt7

30,000
30.000IlttttYcttl':s18,

Packing360,00070,000360.000fvl iritinit9
Drier70,00050,00070,000Kigltujtr+'i20

28,000
28.000Gitltuttttt2l

3,238,500725,0002,748,000'IO'f i\L
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Location Year Items Stolen

1997 11998 ComPressors,
Vehicle Parts

Estimated Loss

1,61 3,085.00

200,000.00

200,000.00

100,000.00

30,000.00

588,740.00

(Kshs)

o Eldoret
Sosiani

,) Ainabkoi

c lvliritini

t Githumu

c E/Ravine

. Nakuru

Electrical Controls

Butter Oil PumP

2 Pcs Hot Water PtrrnPs

Lawn lvlower

Vehicle Parts

1998

1998

1998

1998

1999

4.5.3.2. Machinery relocation in t|e organisation ftas beeu vet'y common especially

in the last two years due to lack of fturds for machi[le spares' A number of

parts have also been transferred from one machine to anotlter resulting in an

increased number of non-functional rnacltines. Itl lrlost cases' ltowet'er, these

transfers were confirmed to have been effected fornlaliy ancl tlie ntachines

were identified as show. i. Annex 4.5.3.0. Tra.sf'er records in sorne cases

wcre mlsslng

i.5.4.0 MACHINE REPLACENTENT, REPAIRS AND SERVICINC

+.5.4.1. KCC Factories ancl Plants have a inilk processing capacity of 725'000

Litresperday.aninstalleccapacitllol.2.T43,000litresperdayancatotal

storage capacity oi 3,J5?,500 Litres. The orgltiiisalic-'n can tilerelbre prccess

upto26,4%ofinstaliedcapaciry,,uvitliotrtSllijrirajor.repairs'For
procluction of increased yoiutnes. l1owever SOme Spares and services lvhose

estimated costs are given in table 'i.5-1.0 are reciutred'

+.-5.4.1.To be able to process dairy products efficieniii'tlle organisation has to



It-
I'
i.,

,i:
t. undertake the following before any major production work commences:

a)

b)

c)

Repair'servicingandinspectionofboilers,refrigerationunits,

weighingscales,motorsandpumpsestimatedatlftfts'12Mtllion'

Repairofallleakagesinmilkprocessinglinesandwatersteampipes

and in all niachinery interfaces at a cost of about lkhs' 12 Milliort'

Payment of electricity, teleplione and water bills arnouniing to

Iklts. 30 Millioit.
nla S cki rnaterials,

furnace oil, cleaning detergents and lubricants costing about lkhs' 100

Million

4.5.4.3.In the short-ternl, KCC has to embark on basic repairs on machinery and

oiher production facilities that have deteriorated and/or been vandalised in

orciertoimproveitsproductioncapacity'Tlrisisestimatedtocostlis/hs,115

Million.

4.5.4.4.in the long-term, KCC has to address replacement of old and inefficient

macirinery and other facilities presented as additional equipment itt Annex

4.6.4.\. in order to achieve installed capacity of all dairy products and

remain competitive in the dairy sector' This will cost dle organisation an

addi;ional

Ksfts. 2A0 Million.

4.s.5.0 PRODUCTION COST

Theassessmentofmilkprocessingcostsindicatethatwastage,
manufact'lring

and packing are major expenditure items and for an efficient system to be

achieved critical review of these process:s is required. The breakdown of

l-
'+, -

'{
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production costs are listed in table 4.5.5.0. and from the figures given the

following observations are made:

a) Tetra Pak packing cost is substantial and consumer price can be significantly

reduced by use of cheaper milk delivery methods i.e. bulk delivery in tanks'

b) Ivlilk wastage estimated at l% worsens with deterioration of production facilities

and reduced production volumes. At the time of inspection it r'vas about 10%

in most factories.

c) Net margins for these dairy products has not been provided since the overheads

consisting of company overheads, distribution, commissions and selling

overheads are very high for the current low production volumes. In fact records

indicate that currently all proclucts except fresh and tinned butter are sold at a

loss

it is proposed that in the long run production efficiency be irnproved by a

complete upgrade of production lines to obtain high volurne production facilities

,,vhich ltave low operation costs. However, in the short terln, tite critical area

of packing should be addressed. The follor,ving are alternative methods of

processed milk delivery to the consunlers:

a) Bulk deiivery by refrigerated tanks - Costs are minimal but may not

appeal to all members of the

societY.

b'r Delivery by bottles and plastic

contarners.

- Cost effective but may not capfure

the elite men-ibers of the society.

c) l'eti'a Pak paci<ing Very costly aithough preferred by

the high class metnbers of the

society.

li is evident therefore that all these alternatives shoulcl be einployed in order

to meer the needs of the entire dairy market with the bulk cf tire milk being

-a/.f



clelivered through refri_seratecl tanks to capture a large population of lorv

ipcorne eallers. Signilicarltly rec]urced Tetra Pak packing could be retained

to llteet the den-rancs of the elite class of the society'

9,,1.1g 1.j._5.0

UNI'T PRODUCTION COSTS

TOTAL
PRODUCT
ION COST

BU"I-TER
FAT
RECOVERY

PACKAGING
COST KSIIS.

i!IANUFA-
CTURING

l'1,,\liTr\GEPAYOU'T
I(SI I.

YII:I,D
R,\'rlo

PROI)UC'T

t 98.7424.08'78.52.
FII ESTI 083 95. i9 0.95

218.9544.2978.520.9595 190832 'TINNLD

I]I,ITTNR (KG)
499.8529.35352.24r.l/llr;.-59I .013 Glll:ll (KG)
| .799.1210?I , 133.73r .61lil)0.,16I0.70.l CONVI:,N'T

CIIEEStT (KCi)

1 ,103. r 424.28t,133.13I .44r ,13.699._su5 PROCi;S.SED
CIIEESF- (KG)

347.3262.552.80209.671.92r9l..l31L.77(r DSNI t'OWDIIII.
(KG)

51 .7420.'1821.810. r515.00t.(n)ucll l:oR
sct toot- (l-1')

53 28t6.322t.810. l5I 5.00r.008 uH'f lrot{
NIARKIlT (t.1')

2't.490.384.337.890. l515.001.00FIll:.Sil 'f Il'l'l1l\
pAK (r- t)

()

L).U+'1.39
0. l5l5.00iL[FRI:SIt I}( ]LK

(L l')
t0

33. 168.1214.290. l5t 5 .0()i ()0ll lvl,\t.;\ tl-'l')
50.858.7226.980. l5r 5.00100tl FiIt.JIl' i,I,\LA

(t-T)

-tr.5.6.0. coivII'D]'1T1()N IN tr'ITODUCTION OF DI\IRY PRODUCTS

I iberalization of tite clairy sector has brought about competitiorl of dairy

proclucts ip tfte rnarket. KCC's investmellt in plant and machinery is
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however extensive with a large variety of products

Matn competitors in the sector include:

)' DairY CooPerative Societies

Most of these competitors process fresh milk only apd tfie r]allpower ls

mainly former KCC employees. Hawkers sell trnprocessed rriilk thereby

risking the health of the consumers. Brookside attempted to package U'FI'T'

milk but the results were disastrous'

It can tl-rerefore be concluded that KCC has no rnajor competition irl the

secror but only suffers from the inherenl monopolistic te,dencies lvhich must

be discardecl. conversion of all KCC factories to become cost centres lvill

brine about the needed competitive br-rsiness aititudes and ivill result in high

eit-lciencY

KCC LAND AND BUII-,DINGS

Trre ieam assessed the status of factory buildings arrci tlic stafl' lrouses atrd

-t.5.7.0

rhserved the following
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a) Ivlost factories require general roof repairs especially those which produce

powder milk due to the effect of lactic acid in the roofing iron sheets

b) Production floors in most of these factories require replacement of tiles and

painting of walls. The most urgent case is Nanyuki plant where walls have

cracks due to instability of the foundation. General repairs are also needed.

c) Ivlost staff houses are unoccupied and their conditions have deteriorated. A

facelif,t of tfte houses is required and irnmediate arrangements to get tltem

occupied sftould be c]orre to avoid further deterioration.

was ci in most locations and lack of erimeter fence iti most

of the cases was given- as the cause.

e) Water supply to the factories is an essential requirement in the organisation. 
i

Water tanks require repair or replacement. In some cases boreholes/water

treatment plants are Ireeded.

f) Encroacftg'rellt on KCC land was reported in a number of locations either by

informal sector artisans, squatters or general public. In locations where

KCC lancl clernarcation has not been done, irnmediate action is required.

g) T5e following are the locations where encroachment by the groups indicated

on KCC land was reported or observed.

I'lyahururu - Businessmen in the town.

Ainabkoi - Farmers/Businessmen in the area.

I(ericho - Jua Kali Artisans.

Kiganjo - Squatters.

KCC H/Q- Sale of Part of land.

4.s.8.0. OBSERVATIONS AND FINDINGS

4.5.8.i.lrregular machinery transfers, replacement of parts and disposal of

obsolete equipntent was established in some locations of the organisation.

Parts such as motors and pumps are held tor non payments by various

tr-
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maintenance shops and some could have been sold' Neverttreless' the major

equipment and machinery of the organisation are intact in their locations'

A new machinery inventory list was established'

,1.5.8.2.Removal and replacement of machine parts has rendered a number of

facilities non-functional and urgent repairs are needed in order to achieve

high efficiency in milk processing. Additional machinery is required to

avoid unnecessary ffansportation and duplication of certain processes' In

this regard, it is recommended to upgrade Molo and Kapsabet plants to

factory status by adding packing machines in the production lines'

{:
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4.5.8.3The Organisation has a processing capacity of about 725,0C0 Litres of milk i:

into various dairy products namely, butter, cheese, fresh milk' UHT' ghee' ;
condensed milk and mala and an installed capacity of 2,748,000 litres' IC :

.,

is thus utilising 26,4% of its capacity. It has a storage capacity of )

3,452,500 Litres out of which a capacity of over I million Litres is 

"currently taken up by contaminated milk which should be disposed off :

urgently to create capaciry and avoid contaminatiol of new supply of milk' 
-

This Process has started' :

:t,5.8.4.Thefts and vandalism were established to have occurred in various

locations. Some cases appear to have been normal thefts and are being

pursued by poiice. Effective insurance cover is necessary to protect the

organisation from such losses '

-i.5.E.5. Review of production processes and the existing production facilities

shoulc be embarkeci on in order to upgrade the production lines rvith high

efficiency sysrem. of immediate concern is the packing faciliry where cheap



cost eftective altenlatives to the current high cost Tetra Pak packing process

is proposed. Deliverir of processed milk to consumers in botiles or special

plastic coptaittet's or by refrigeratecl tanks to the low-income sector of tfie

Kenyatt society is strongly recolllntertded'

4.5.8.6 There are pew plal,ers in tire clairy itrdustry since the liberalization of the

secror. T6eir procluction is ho'uvever lirnited to a few dairy products'

KCC holvever r.vill orll-y ensure that it remains a ntarket leader by

changing its policies to keep up with the markei trends' It is

recotttrnende that eac ctory A COS cen ca

cor.iducting all trattsactiorts r.vith rnilk suppliers, consumers and

trallsporters inclucling payment oI salaries and wages.

4.5.g.7.T6e factory builclip,es anci stalf houses require rehabilitation. Occupation

of staff houses shourld be eirsurecl to avoid deterioration of the prenrises and

uprleccssary expenditr-rre in house allorvance. Perimeler fenciDg and otirer

security arrangeinents shculd be put in place to lirnit thefts and vandalism

ancl unauthorised etrcroachnlent on KCC land'

4.5.8.8.The orgartisatiol siroLrld ttndertake the basic repairs cf production'

flacilities. rnake paynlcnts for the utilities ancl purchase consumables bef,ore

resunrptiou ip procluction of significant volumes. This initial phase is

estirnateci to cost Kshs 154 Million'

Once producrion conuTlences, an iuvestrnent of about Kshs. 115 Million will

be peeded to rehabilitate rrtajor production facilities and improve productiori

capacity. The last pitase u'iil involve an investment of Kshs' 200 lvlilliorl io

acqgire adclitional rllachitlery tor replacernent ol those that are obsolete and

-70
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4.6

inefficient and increase capacity in order to make the organlsatlon

competitive in the liberalised dairy industry'

MILI( COLLECTION, PROCESSING AND NIARKETING

4.6. 1 ]VIILK COLLECTION

The milk collection by the organization has been on downrvard trend as

indicated below:-

The cause of the downward trend was rnainly contributed by the

mismanagement of the company by the former board of Directors and the

management. From the investigations there was croSS financial

nrisntanagement by the organization which contributed to:-

Farmers not being paid for the milk delivered'

The transporters of raw milk to the factories not being paid to ettable them

to render the collection and transportation service

The KCC creditors not being paid leading to discontinuation of services'

Tire tactories not being serviced leading to break dowtl of macltines'

The power and water supplies to the fhctories disctxnected

Statf emoluments not being Paid.

The consequence of the above constraints faced by the organization has

ccniributed to high operational costs because the amount of nlilk received by

ri:e ihctories which average about 30,000 litres per da-v- tor the r'vhole country

I

o

a

,

a

,

1998t99 t99711998 199611997 t99511996

lviilk
intake(Kgs)

20,194,183 87,566,088 117,638,206 213,414,121
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and about 3,500 litres per factory. The organization cannot meet iler

obtigations of paying staff salaries and maintaining processing machinery '-

with the curren[ milk intake to the factories'

OBStrRVATION

The farmers have a iot of confidence in the organization and are ready to

deliver milk to the factories immediately they are a,ssured of payment of their

outstanding PaYouts.

4.6.2. MILI( PROCESSIT.I

KCC lias ap installed processing capacity of 1'8 million litres per day'

I-iowever at present its processing capaciry is about 750'000 litres per day'

For KCC ro break-even, it requires to process 450,000 iitres per day'

The following are the major problems facing KCC in processing and

marketing of milk:-

Lack of enough milk from the farmers due to non-payment for over 11"-

rrtontlts.

the locations to the demanrj centres due to lack of tankers and prime

nlovers causecl by delayed payments to the transporters.

boLrch leakages.

Discomection of power and lvater and other utilities due to nol
o

a

payment.

Problems in purchases of packaging materials, furnace oil

BO



refrigeration gases and other important factory equipment and

supplies.

TheaboveconstrainBhaveledtothefoliowingproblemsnowfaced

by the comPany:-'

Pilingupofmilkinfaciorieswlrilethereareslrortagesinthe

market

High production costs, wastage' low keeping quality and high

retailpricescoupledwitlrlowsalesleadingtoinefficienciestlrat

has made the company have less finances for operations'

Market confusion that has led to loss of market by KCC to the

competitors'

4.'7

OBSERVATIONS

For now KCC require working capital to pay the farmers' staff and strategtc

creditors, because the low intake being experienced can uot sustain its

operatlons

INFORTVIATIO N MANAGE,IVIENT SYSTENIS

4 ,'7 1 COiVIPUTERS

(a)Tlremaincomputer:TlretltaitrColnputerinKCCisanoldIBM

System/36tS/36)mirricomputertlrarbelorlgstotlreoldteclrnology.

It is connected to 13 dunrb ternlinals u'ltere clata is entered' Its

peripirerals are also old. Generallv. colllpuierization is highly

centralized.

f)l



(b)

Preventivemaintenancehasnotbeendoneforthelastfouryears

exceptrepairswhenthemachineisbrokendown.Thisisattributed

tofailuretopayvendorswhosuppoftthemachine'Duetoitsage'

breakdowns are frequent apd maiutenance also expensive' Spare parts

ancl accessories are not readily available in the market for this model

of comPuter.

processipg: 'f|e rrtode of processing is batch, lvher: input docuntettts

are collected from the whole country and arranged in batches by tlte,}

(c)

Finartce Department and forwarded to computer sec on

This is atr outdated mode of information management'

other cornputcrs: There are less than 10 Personal computers in the

rvhole organization whiclt are used for word processing and data

aualvsis. l-hese are too few ior such an organization' cornputer

literacy is iolv ancl even tltose who have learnt computer packages

elsewhere cio not have any computers to use'

(d) structure: Tlie computer section in KCC is given a low priortty tn

that the computer manager reporls to the chief AccoutiL'tnt who in turn

reportstotheFinanceControllerwhoalsoreportstotheivlanaging-

Director. In sucha situation, the computer manager cannot nlake an

in-rpact in the organization

concertled.

as far as information sYstems are

I
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(e) computer Audit: The computer Section has not been audited for a

very long time. without audit, loopholes can'be created whereby the

Computercanbemisusedandmanipulatedtofacilitatetiauds.

41 .2 YEAR 2000 (YzI() coMPLIANCE',

The main computer and some PCs are not compliant and canllot be tnade

compliant. From late 199'7 some attempt to modernize tfte computer section

has been made to no success. As of today, no attempt is being rrade to be

Y2K comPliance.

As for other equipment and machilery, no intpact analysis fias [een riole to

determine the effect of year 2000 on KCC'

4 7 ,3. IIUPLICATION

To survive as a business entity irr tlte current liberalized econoniy' accurate

and timely inforruation is required for forr'vard plan6irrg' Witir the kirld of

processing at KCC today, informatiorr frottr the coltrputer is only good for

hisrorical purposes. Some decisiops are nlade ott incontplete irtfornlation

t'ecause of the delay in forr'varding clata to tl'le cornprlter' So tttuclr tirrle is

also u..asred in ibrwarding and batclling papers.

\'1K preparedness is a big cause to worry because sonle business may not

survive if they are l'lot conlpliant corlle 1'ear'20()0' KCC has a big task ahead

since nothing so far has been done'
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4.7.4 RECONINIENDATIONS

Asaniatterofurgency'aY}KCompliancecommiffeeforKCCshould

be estabtished. Tl-ris cornnrittee will prioritize the tasks to be carried

outandlvillerrcompassallareasofinformationteclrnology.

The first phase of cornputerization should address YzK compliance'

Apower.fttlcotttputerserverneecltobeinstalledattheHeadoffice

andtlrecriticalareasne[workedfirst.Appropriatecomputerpackages

1

2

t,

t roces neecis. Other

Tliis is

non-colllpliant PCs should either be upgraded or replaced

expectecl to cost approxirnately ksh' 15 million'

e

) Tltesecondplraseofcomputerizationsliouldcovertherestofthehead

of f ice, factories artd dePots

autonlatiott P roducts'

This should include other office

t+ Eventually, all areas must be inter-linked rvith the h:ad office througlt

tire nrai, server. 
-fhis rvill provide correct ancl up-to-date inforrnation

tor rigirt clecision rnaking'

5 Toclay,ittformat,iorrsystemsarepartofthebigassetsoftheCompany'

For effective utilizatior-t of tlrese aSSetS, the computer section slrould

be elevatecl so that the Infonnation systems Manager reports directly

[o the lvlanaging Director

6 ItisrecotllnietrdecitlratLlreconrputerbeauditedimmediatelyrvitlra

view to unearthiug any rnalpractice As a matter of PolicY, comPuter

auclit shouid be carried oul once a year '

34
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) FINAN CIAL NTANA

Financiai Management generally involves a system of efficient financial

planning,acquisition,utilizationofresourcesofanorganizationinorderto

maximize share holders returns on capital employed' hl specific terms

financial management involves records keeping, fornratio't of suitable

polices for management of assets including tlte control cf cash-flows and

cash management

Thefinancialobjectivesofanorganizationcanonlybeachievedif

soundlnternalcontrolsystemandinternalcheckareinplace.

8.1 Internal Control SYstem

In our evaluation of the existence, operation or otherwise of the whole

sysrem of controls, it was evidenced that internal controls which depend on

segregation of duties had been flouted or avoided by collusion and that the

authorization controls were abused by the chief Executive and senior

managers while the directors, due to their conflict of interests undermined

rhe effective operation of the internal controls leading to massive

irregularir-ies, mismanagement and frauds which evenrually' drained the

cooPerative's ftnances'

ourobservationsreveaiedthattheinterna]controlSystemwasinexistence

andinplaceuptonrid.tgg8afterwhichtheoperationofthecontrolswas

abused and collapsed by those in authority as evidenced by such cases shown
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4.8.2 Internal Audit DePartment

The Irrtertl al Audit function is a tool of management and forms the maln

cotltpollent of interual controls of an entlty' At KCC Ltd. the internal Audit

Deparlntent exists and is headed by Chief Internal Auditor. The DePar[ntetlt'

it was observecl. works uncler serious limi tations and constraints ' FirstlY '

being part of the organization it cannot be totallY indePendent of it

Second ly, it ltas been vierved with susplclon and in the recent times it has riot

d records. its
beett gtvetr

effectiveness itt the organ ization has been deliberately weakened by tire same

orgattization it was suPPosed to serve' The ferv audit staff have been

tieploYecl in otl'rer tron-aud it functions at Headquarters while others have been

trattsferreci into striali loca tions and depots in the field' By decentrali zatlor

of the Audit f,uncttctr rvas rneant to frustra[e and weaken inlernal cotltrols ol

KCC Ltd to give the ntanagement and the Board free hand to unquestionablt

rlisdeecis and frauds'

Despitethisscerrario,theauditdepartmenlproducedseveralreportscitin

irregularities,tntsnranagementandfraudsbr...,---l.i,.".llasevettbeenakeI

This \,v21s evidenced by the fact that in mosi : i:'es of frauds an

tttistrrartagelTlell[reportedtousorweCameacros)..,:dbeenknownbyti

itttet.ttalauditciepartnletrtasslrallbeseenlatterinthisreport'

4.8.3 Accounting Si-stem

ArraccountingSystenlensurestherecordingofdatatoenablet

nlanagetlenttomakemanagerialdecisionintime.Italsoensurest

safeguarding of the company's assets'

l,
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TheAccountssystemofKCCLtd..hasbeencentralizedatheadquarters

whereby the data information from locations is submitted daily to

Headquarters for posting into computer system (database)'

In an ideal sinration the ledger posting is supposed to take place immediately

and the reporr be issued to the management for prompt decisicn making'

However our observation indicated that ledger posting is not done

immediately and in some cases it may take up to 6 months'

At the time of our observation, ledger posting had been done up to 30'6'98'

SimilarlytheBankreconciliationshadnotbeencompletedaSat30.6.93'

In addition to the delays in ledger posting as above, the operation of the

accountingsystemofKCCLtd.hasbeenrvorsenedbypersistent

inrerferences by the Chief executive, senior Irllanagers and the Board of

Directors. As from mid i99g the Managing Director faciiitated the crearion

of an extra one pay point ' The extra pay point which was manned by

AssistantAccountantbynamePeter}l.Thuowasttsedasaconduitin

icoring the company's finances by the Directors' the .vlanaging Director and

orhers. collosal arnount of money has been paid through Mr' Thuos office

b-v mere pieces of papers (e.g. complimentary slips) being authorized for

pa\,mentbytheNlanagingDirectoralonedisregardingtheexistinglaiddown

accounting systems and financiai regulations'

+ ,j.4. Cash management

Afler perusing the chief internal auditors correspondence fiie r,ve noted that

nany audit checks and investigations involved thefts of sales revenue and
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cash losses in the locat'iorls and depots'

The cooperatives procedure as regards sales and proceeds therefront

sripulates that all cas[ collectiotrs should be locally banked intact apd the

records be sutrltnarizecl itt relevatlt accountirlg docunlents lvhich should be

forwarcled ro the heacl office daily or llot later than tlvo days' our

observationsolltlteseregulatiorlsinciicatecltlratinpracticetheseprocedures

were tloated attcl teerttittq artd Iading was ralnpallt' In addition to delays in

banking and forr,var.cling tlre reports to H/0. the lvlD facilitated the collection

fronr lctcatiorrs and depots through encashing of cheques' The

I

1,.
.{
'.: '.

!i

sales caslt

cash so collectecl was used to pay clirectors and other huge expenses which

had no prior budgetary provlslons This was poor and unprofessional cash

,la.agenre.t which resr.rrtetr i. u.co.trollecr expendirure reading to a burstrng

barrk overclraft which sr'velleci f,rorn ksli'450'000'000'00 in June 1998 to

ksh.lb in June 1999

ln particular, Danclora Depot, being the most nearest and biggest KCC depot

rvas nrost finar-rcially hit by these malpractices of collections of cash and

uflder"bankirrg. wirile the Inquiry Team was there' a case had been reported

rlrar fiiere w2ls a total under banking of ksh' 82,0g4'403' 15 covering period

be*veen october 199g, ancr lvray r999- The Inte.ral Auclit Departnlent is

coutiuuing with investigations'

4.8.5 Purchase of Porvder hlilk (R'rI' Devani)

The cooperative has lost coliosal amount of moley tirrough irregular arrd

unprececluiul ourchases of nlilk polvder through secret suppliers' one suclt

case i*vestigatetr irappe.ecr in November r998 in lvliritini Factory' NI/s R'

H.DevaniisanagelltsupplyingnrilkoowertoKCCLtd.withoutofficial
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srderfromtheCompanyBuyerandwithoutdeliverynotes.Thecolnpany

ouying procedures appear to have been flouted since the said po'"vcler has

been bought through unprocedural means'

Between15thoct.1998and7thDecember1998'3'000bagsweredelivere'J

to KCC Ltd without any order and delivery docurnents except scs (K) Ltj

tallynoteswhichdonotindicatepricechargedtoKCCLtd.TlreSG:}

loading report however stated that the powder was clestined to KCC Ltd anrj

the consignor was Exa-trade (K) Ltd'

Failure by R.H. Devani to give KCC Ltd the buying price of the nrilk

porvder revealed later that the price was ksh'7'375 per 25kg bag givirlg very

little margin to KCC Ltd. Later purchases also revealed a ptirc'hase prir:e of

ksh.9856 per 25 kg bag. Both orders resulted into a direct loss to I(CC Ltd

oi ksit'6.6rn'

;This fraudulent purchase of milk powder front R'FI' De'''irtri sittlurl'-l l're

St()ppedanddirectpurchasetootherSourcesbernacle.Itisinreresiirrgto

nore that the cost of dried whole milk powder as ttncler:-

i r.:,r rearizes l0litres of milk a,d KCC Ltcl selli.g price is ksrr.'1ii7'- p*)r'

lirr+

i0 lrtres @ 361-- 36Al:

Terra pak selis ro KCc Ltd direct@220r- p"r litre *'rricir gi"cs r s:i"lq

oi ksh.140 Per litre'

Devani is very costly' lea'iiitq I{CC i-td
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with no Positive margln

TlremartagementprioritizedthepurchaseofexpensivepowderaSoppose

to cheap farm fresh mirk i, circumstances calculated to serve the Director-'

and Senior Managers' personal interests'

revealedtlratthereconstitution.ofpowderlrasundesirableeffectIt has b

due to

een

the off-fl

S

avoLlrs normally associated rvith oxidation reaction in t

has caused the lo

powder. Tlii

of KCC Ltd traclitional market to the competltors'

Furtlrer,KCCLidisyettosufferanotherfinanciallossofaprimehoust

UpperHill,KiambereRoaclvaluedatKsli.33mwhichM/SR.H'Devanil

frauclulentlytrarrsferredtohimseiftorecoverhismilkpowderdebtfi.

KCC Ltd

4.8.6 Disposal of dorvn graded milk powtler (Naivasha)

In November 1998 KCC Ltd' tender commlttee a

milk power to the follorving bidders and prices:-

wardeci the tender to

QuantitY

50 tons

25 tons

50 tons

I

TileldealAnimalHealtlrproductshadwonthetenderbutfailedtomet

Rate
ComPanY nameItem .l5l: per kg

imal Health ProductsIdeal An1

'l5l: per kg
r Rolls DairY Prod'rctsIvl/S Silve)

j6l = per kg
M/S TEK PowderJ
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deadline given in raising the payments'

M.S.silverRollsDairyproductswhowerenumbertwoweregrantedthe

tenderandwererequestedtopayksh.l,STT5,000tothecashieron5th

November,lgg8.Theytoofailedtomeetthedeadlinet,omakepayment.

M/S Tek Power were finally given the tender @ ksh'76 per kg but their

cheque bounced before they had taken milk powder'

Later onrn[lgg the decision to dispose of the same milk powder was made

solelybytlreProductionManagerwhosoldtlrepowdertoM/SFarmers

Choice @ ksh.507- Per k$'

The irregulariry in this transaction whichdisappointed the iender committee

rvasthattheproductionmanager,wellknowingthattlriswasatender

committeematter,wentaheadtodisposeofthepowderatalowerprice

whiph occasioned an apparent loss of kshs'1'3m to the company'

i'
+.8.TLossesarrsingttomiirterferencesantlnegligencies

(i) Sotik FactorY

SometimesbetweenJulylggSandJune:.ggg,IvIr.J.K.Chumo,a

d'irectorofKCCwasactingaSallagentfortlreorgarrizationinSotik

factoryarea.HewassellingKCCntilkproductsoncommissionin

Kisiiandlvligoriareas.Anagentissupposedtopzryfortheproducts

before they are removed from KCC depots' The same agent is

expected to fully account tor the sales proceeds'

However, lvlr. Chumo's firm was collecting the products without

paymentsanciwasnotremittirrgproceedsreqrrlarly.Indicatiorlsare
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that aboul ksh.900,000 lias not been accounted for'

Irradditionlvlr.Cltuntorvasbeirrgpaidasatransporterwheninfact

lrervasallagellt.Tlrisisoneofthewaysthedirectorsweredrairrirrg

the resources of KCC'

(ii) Urrdetrivcrctl UIiT Irrilli - Dldoret

Early I999 tirere were stocks of uHT milk at Eldoret factory which rvere to

be sold. The ntarketing- departntent made arrangements to distribute them to

viir.ious rnal'ket cel'ltres using I(CC vehicleS' HOWever' these arrangements

\\icre strrPllctl by tllc lv-latragittg Director through the Production Manager'

Tlre rcasotts gir,ell are tlrat, in order to monitor and control the usage of

sales pr-oceccls. the prodLlcts were to be moveci from Eldoret to Nairobi and

Kittri. The rrrarketirlg clepartment was not consulted when making tltese

arratlgetrletlts.

on 2612199 and 2l3ig9 about 2000 cartons of UHT were loaded on lorries

rcgistratiotttttttttbet.I(AC35gRandKYWg84belongingtoIvIr.Johnson

l,,ibaabu, a transporter. To clate the consignments valued at

ksh.i,701.000/: have,ot reached their intended destination' It is therefore

zrssrrlnecl tlra.t Irzlr. IvlbaabLr sold tlie consignments and converted the proceeds

irrto his owtl Llse. No actiouappear to have beentaken to recover the

proceeds except terminating the contract on transport'

ir is reconrrre.cied t6at t5is rnatter be pursued lvith a view to recovering the

full value of the cottsigrtmellt's'
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Ir is further recommended that as muclt as possible' KCC should use own

transport in the distribution of its products'

(iii) Mombasa DePot

Another depot rvhere KCC has lost money is lv{ombasa' A lvlr' Akil was

appointed as a sales and distribution agent. He was allowed to collect dairy

products r,vithout payments contrary to the laici dowrr proceclures' FIe r'vas

also allowed to remit sales proceeds by personal cheques instead of bankers

cheques. when this agent became familiar with laxity of the depot manager'

he started issuing cheques which eventually bouncerl' Evenrually he

disappeared with products worth ksh.5.0 million which has never been paid'

It is therefore recommended that all KCC agents for rnilk products shouid

payfortheproductsbeforecollectingthesanle'Tlrisistlreprocetlureand

should not be waved in favour of certain agellts'
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r.ir,) Unauthorized DePots

Establishment of new depots is a tllatler to tre iiecitlutl h'" the Boarcl of

DirectOrS on advice Of the managelllent clepetlditts tltt tlerttlitici' IIo\\'ever'

rr,vo depots appear to have beeu estahlishe'l in Busia and Kitale wliich are not

knor.vn by trre sales and ciistribr:tio. rri,, rsirl.. ).ir; i-erLir-rs r-ri' sales proceeds

are being receivecl at the Head Oflice'

Ir is recommended that the operations of tire trl''o (.lepots be tormalized if

,.1

tirere is need for the same



It is also recommended that if any products have been reieased to the two

depots from Eldoret or Kitale factories, they shouid be fully accounred for'

4.8.8 Fraud - cheques PaYments

An investigation revealed that the lnanagemellt authorized the issue of non-

company cheques into circulation' This amounted to a conspiracy' involving

three parties i.e. tire Bank, the printers of clteques anci ''Ghost supplier" to

defraud the company ksh .2,15'7,740.00. The physical address and identity

of the "Ghost Supplier" remains a mystery today'

The details of the payments are as stated here below:-

i

) ,-'

Perfect Haulers - ksh.2 L57

This was a ,lanagemertt fraud in which "perfect Haulers" whO is not a

knorvn supplier of goods or services to KCC Ltd was paid the followirtg non-

company cheques and ol rvhich the Bank accepted and cleared'

cheque No Amount (ksh. )

2027 66
e 358,440,00

202769 405,620,00

20271 I 436.250.00

202712 328,750.00

202773 263,420.00

20277 4 355.260,00

20277 4 10,000.00

2,157,740.00

740.00
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Asregardsbankreconciliationsanalarmwasneverraisedinrirnewhennon

companychequesweredebitedinthecompaniesaccounts.Thatimpliesthat

the bank reconciliations are either never done or when done they are never

checked by senior officers due to their possibre involvements in this type of

fraud

Theevidenceonthechequessignatoriesindicatethataithoughtirecheques

werenotinthecompanies,listofchequesincirculation,theyhadbeen

signedbytheManagingDirectorandFinancialControllerandwere

eventuallY cleared bY the bank'

Although this case was reported to the police f,or investigation, nothing has

been rePorted on the same so far'

4.8.9 Private EYe(K) ltd'

PrivateEye(K)Ltd.isaprivateinvestigationfirmorvnedbyFlon.P.K'

MuiruriwhoisalsoaDirectorofKCC.Since:-gg4,tirisfirnrhastraded

with KCC in carrying out securiry consultancies covering a wide range of

Casesinvolvingtheftsofcashandlossesandothermatters.Beforecarrying

out the investigations' the firm has alr,vays been advanced payments against

fururecaseswhichhavenotarisen.Asat30thJunelggg,PrivateEye(K)

Ltd ledger balance stood at ksl'i' I l '026418/55 
representing advance payments

made as Per the tabie below:-

,.-
':jl(

,!n

:ts

';:
,i

,. ;.

.. : i.

| ;i:.

' ..1

.r.i.

, . ..1

,}J

'il

'l; !
tl-

;i

';,
,: .

.l
,.,i;

,,. l

.t.1

ii

,,:

.:

,:

,.;.

;.

Amount ksh
Cheque NoDate

1 ,635 ,7331'7 5
38783916l5l96

1 .331,020/00
35342226t5195

2,700,000i 00
6fi2931?17196
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259,664180
6 1035030t9 t96

2,000,000/00
003 i07419t9-t

500,000/00
000776l0/ 10/97

500,000i00
00104720110197

500,000/0000560415ltLl91
1,000,000.00,)

2817t98
200,000/00

0094630t6t98
400,200/00

300,20030t6t98
11,026,418/55

Whentlrefirrnsubmittedinvoicesagainsttheadvancepayments,some

irregularities lvere notecr by the internal Audit Department in the follc'''wing

areas: -

So

dc

me paynlellts were invoiced twice while oLhers were too

ubtful as to be believecl that some work was done' A goo

general and

d exantPle is

raised for: -

laces in Coast

and aiigninS

irrvoice No- 1 I l5 dateci lll6l96 for ksh'2,760,000'00 was

..Investigationchargesonvariousthefts'travelingtovarlousp

Regiorr, Western and Nairobi' u"u' to gather evidences

rvitnesses in court"' This invoice was not paid by KCC'

Besicles the doubtful invoices, it lvas also found that most of the case'

invoice,J ard paicl for 
'ad 

acruary been investigat-ed by the Inte'riri r\udr

Depart,renI ar]d iu so,re cases trre insurers rrad settrecl the clainrs for losser

Tlrese CaSeS are nun}erous atld involving colossai amount of morrey looted i,

tlrisnrannetaSeviclencedlrerebelowbythreeofsuchmanycases.

(I)on13thlv1ay1994,theIn[ernalAuditDepartmentmadeanirrspectit;

ffi
-Y;i!+t+-
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into Kericho Depot and found that IvIr' J' K' Korir' the Depot

responsible for cash loss or under banking of

This case was reported to the police for
Manager, was

ksIr.832,882.95

investigation.

-l I

,3r

r.,

. t'i

.:

i

on 251|196, Private Eye (K) Ltd raised an invoice No.0342 for

ksh.610,000/-forthecostsof..TravelingtoandfromNairobiand

Kericho on 251't lg4 and 2617194 and lglglg4 to 22191924 and

27 notg4 to Zgnolg4and 1gl t2lg4 ro glt2lg4 to 2Olr2tg4 ro resrify

in rhe above criminal case in EIdoret. On 25l01/96 Private Eye(K)

Ltd raised Invoice No.0342 for ksh' 1'610'000'00'

(ii) onZ2ndoctober 1995 powder wortl't ksh.2,566,820'00 irt trartsit from

Kiganjo to Nairobi disappeared togetheiluvith tl're veiricle No' KUG

826 ZA 4'771 at Thika.

T[e Internal Audit Department investigated with the help of OCPD' Tliika

and tire driver Mr. J. Nlwaura Muiruri was found to be a pri,e suspect in

the whole theft.

on1614196,PrivateEye(K)LtclraiseclanlnvoiceNo.ltl0for
ksh.2.86't ,528.65. It r.vas revealed to us that the driver of the.vehicle is a

brother to I{on. P. K. lvluiruri, the orvtler of Private Eye (K) Ltd'

The claim of loss to the company was pai'J by the Ittsurers viz' Kenindia

Ksh.2,00 6,419 by cheque standard Bank No.59270 ol 19/l li96 and it rvas

again not necessar)' to hire investigation seryices' Tile charges raised for

investigations were in excess of the value of the clainl'
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The charges raised by Private Eye(K) Ltd. were excessive and unbelievable

under normal business circumstances aS observed in the follOwing cases '

(iii) On 1218/94 KCC conlputers wortll ksh'434,000'00 were stolen froni

Heacl office. Private Eye(K) Ltd' took up the investigatiol for wirich

tlre conrpany was invoiced a total of chaise '2,204'240'00 as here

below:-

Date lnvoice Amount. Cheque No.

515t95 02t7 630,120.00

353373
5tsl9s 0221

261 4 0217

295,000.00

The corrlputers hacl already been compensated by Kenindia Ittsurance

Corrrpany for Ksh.204,7 501

by Private EYe (K) Ltd'

: anci it was not necessary for sucir investigattot't

(iv) A second case of interest purportecl to have been investigated by Private Eye

(K) Lrd. was rirar of N{r. Bernard M. I(iuwa and five others for allegedly

breaking into KCC clteese fac[ory and stealing Rinnet powcler' The loss of

the powcler stoletr was estirnated at Ksh'7 ,3'7'7 'Ol2' Po'uvder worth

Ks|r.6,704,340 was recoverecl leaving a net loss of Kshs '7]36'592' In this

case, the company did not loclge any insurance claim as it was no[ necessary'

In tliis case, the culprit rvas knolvn t'e the store man Mr. Kiuwa, who later

1,279,120 00

2,204,240.00
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absconded and therefore there was no need to hire the services of Private Eye

(K) Ltd.

whereas the loss to the company was ksh' 1,736'5g2' the charges raised by

PrivateEye(K)Ltd.amountedtoksh.7,406,300'aCostwhichwasmore

than the actual loss by Kshs'5 '669'708'

h has been also been observed that an amount ksh'3'441'500 paid out of

ksh.7,406,300.00 was expended to company's security a/c instead of being

posted into Private Eye (K) Ltd a/c, thus concealing the expendirure or

payment.

A third case investigated and excessively charged was " investigation into

maligns of KCC" which took place arouttd 5l5l95 vrz "investigations to

sabotage KCC operationS, BOard of Directors' management' circulation of

fabricated documents against KCC, enquiries to uproot sources of documents

fromD.N.N.,Enquiriesinlndia,compilationofdocumentsforscientific

comparisons in cID and results thereof". The Inquiry Team was perplexed

as to how a rumoul of "maligns of KCC" coulcl be investigated at a cost of

shs.3,gg1,020.00. These charges were paid in three instalments of

ksh.1,500,000i - Ksh'1,100'000/: and Ksh'1'381'020 in May' 1995

PrivateEye(K)Ltd,tlrroughivI/SKandieKimutai&Co.Advocateslras

givenKCCI-tdsevendaysnoticedemandingpaymenBbeingtheamountdue

and orving on account of professional services rendered amounting to

ksh.l8,862.l74.80aSperStatementoiAccountdated3l3l99.outofthe

sratemenr amount, Ksh.9,750.18't'80 had earlier been paid' The intormadon

obtained revealed that due to this double invoicing and inflated invoices the
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company declined to settle any of the outstanding invotces

4.8.10 Conversion of KCC Tractors

otl22.i0.gTthethertManagingDirector,Mr.Cheruiyotinstructedthe

CorrrpanyBuyertoorderfortwotractorsironrC.M.C.Nakuru.Although

tlrecornpanypaiclfortlretractorsatotalofkslr.3,lsS,000.00.thetractors

lvere not derivered tr_r KCc. rt transpired that one Director took possession

of[hetract.orsatrc]converteclthemtolrispersonalusewhichamountsto
I.'

;- ,".

il

stealing

Tl.actor Kr\J 806W and KAJ 807w were taken to MoIo arrd Nyahururu

respectively.lirvestigatiottslravesofarbeenlaunchedandtlretwotractors

recovereclfi.onttlreDirect,or.Tltematterisnowpendingbeforecourt.

4.8. I i lrregular and Excessive Payments

rt was observed that after tire intenial contrors 
'ad 

been rendered ineffective

duetotlteirtterferencesbytlreBoardo[Dit.ectors,ChiefExecutiveartd

otherSeniorivlarlagersirregularandexcessivepayhrenfsbecamerampantin

the foliowittg overhead accounts:-

l. DirectOrs eKpellses

(Chairmatt' s etltertainment account)

2. Directors exPellses

3. Entertainment

4. SPecial Donations

IN KSHS

3,',729,548.25

28,878,711.35

47 ,169,821.80

6,825,562.70

%
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5. Local PublicitY

6. Public Relations

7 . Insurance

8. SecuritY ExPenses

9. Annual General Meetings

10. Managing Directors lvlandate

TOTAL 312,960 564.19

OBSERVATIOI{S

The glaring findings in the use of funds by the organrzatlon on these accounts

is as follows:-

(a) f)irectors Expenses Account Kshs'28'878'71 t'35

ThisaccountisforpayingDirectorsallowances,sittirrg,
accommodation/meals and mileage claims' This accoullt was overdrawn by

rhe Directors by making false mileage claims attd accontrnodation/rneals

clairrs by constantly coming to KCC Headqtrarters even whetr they are not

supposed to. . Q

Special Donations Account: Kshs'6'825''562'70

Titis account is for special donations especially for serious disasters' Front

examination of records, it was tound t'at ttrouey for dortatiotts were received

lrr, the Managing Director and Senior Nlar-ragenlent on behalf of ttnknown

3,580.807.45

12,01 3 ,472 .60

91,428,343.10

34,569,127.50

1 t ,940,771 .60

t22 102 960.54

*
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rccip ients

I-ocal Publicity Account: Kshs'3'580'807"15

Tiris account is tor inrroducing new proclucts ro t'e nrarket' erhibitions and

entenainmenr tor visiting guests. The expendirure is normaliy nrade in kind

ar-id not cash. The company paid commission oll sales [o the Financial

,t't
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controiler Kshs.3,000,000.00 for inducement to various company debto'"

whosenamestheofficerrefusedtodevulgetothelnquiryTeam.

(d) Security Expenses: Kshs'34'438'3'13'10

This account is for payment to organizations appointed as security agenm f r

KCC Ltd. after receiving Invoices' In the immediate past KCC Manageme-t

have been paying individuals in the management for unspecified securtty

matters and this is done without any documentary evidence'

(e) Managing Director iVlandate Account: Kshs.122,L02,960.54

This accourlt is used by the organizalion to purchase capital items await' g

for posting to individual capital items ledgers which should be reflected at the

end of eacll financial Year

The financial regulations on this mandate has been flouted by ";ie

management lvhereby individuals in the management have been advan :i

money from this account to buy capital items of posting correct items in tht

leclgers. As a result there is huge balances reflectbd at the end of e c

financiar year. The expenditure on these accounts is not s,pported by a p'ic

budgetary provisions and evenrually not properiy accounted for'

RECONTNIET'{DATION

proper auditing on these accounts requires to be done by an indepen e'

Auditors

4.8.t2 Board of Directors

The fiduciary relationship of KCC Ltd' Directors with the shareholders a'l

the company in general is contained in Article 63 of memorandurn a'

,l

i\- .

i 
*;' '-' ,
-,' I

i';,_-
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Articles of Association. This relationship dictates rriat rhe Directors' interest

must be declared by them in order to avoid conflict of interest'

Despite the provisions of the said articles, the Directors heavily traded 
"vitli

the company such that their business accounts rurned out to have been

financed by the company as evidenced by the clebit balances standipg in their

accounts as summa rizedin the table here below. rhe directors had advanced

themselves a total of Kshs.95,533,888'00 comprising of:-

. Directorsremuneration

c Directors General Transport Accounts

o Directors milk Transport Accounts

. Directors Milk SuPPIY Accounts

r Directors Services Account

Kshs. i8,946,619-00

Kshs.37,957,559.m

Kslrs.25,057 ,Q6.m

Kshs.2,535,8Gl.C0

Ifths. 1 1 ,C26,418-m

On Directors' remuneration they are all entitled to ksh' 6'060'C00'00 per

annum. Nevertheless they had advanced themselves ksh'18'946'619'00

which is equivalent to three years annual remtneration excluding their

ailowancesandexpenses.Theadvanceremunerationrvastttl.cleinthefirst

vear i, office, notwithstanding the financial positicr: oi llte conlpatly'

Cn the DirectOrs' business accounts, milk accortnts and serviccs account

there were no services renclered as advances were rnade againSt furure

rrading

lnc



DIRECTORS, THEIR RELATIVES & BUSINESS BALANCES AS AT
30t06199

r0B

NAJIIE OF
DIRECTOR

lvlH-30 BAL. 6T.BALL 6M I6I.BAL 6M r558-
BAL

MH.IO
SERVICES

TOTAL

DIRECTOR
REIVIUNER

GENER^L
TR,ANSPORT

MILK
TRANSPORT

MILK
SUPPY

ESBON
THUKU
KWENYA

656,002.00 41,978.90 697.980.90

2 L.KOMBICHI r .089.002.00 150,000.00 l.239.002.00

3 J KOROSS 468, l 7 2.00 46S, I72.00

4 J.iVI. KARIUKI 1.012.760.50 1 .0 r 2,780.50

5A THIRIKWA
KAMAU

1.,8 r 7,294.00 t.817,294.00

5B MUCUNA
GEN. ENTER
(BSN)

3,077,499.00 365,058.00 3,442,557.00

6 J. SONGOK 993.8 I 2.00 2,073,764.00 446,552.80 3,5 14,128.80

7 J. IvIATHERI 1.709,002.00 6.758.504.80 I,068,525.00 r.078,75 I .65 r0,6 r 4.783.45

8A KARIUKI
IVlUIRURI

9,030,042.00 9,030.042 00

8B RACHAEL
IvIUIRURI
(wrFE)

4,492.090.00 4,492,090.00

8C PRIVATE E}'E
(BUSINESS)

r 1.026,418.55 r 1.026,4 r8.55

9A STANLELY
tvlETTO

1.430.33 L25 ( i 58.479.30) 818.581. t0 2,090.433.05

9B MRS PHOEBE
JEPTOO
(wrFE)

10,271,248.95 t0.27t.248.9s

e

l0A J. CHUIIIO '140.t82.00 1.583,200.80 2,323,382.80

ANNAH
CHEPKOECH
(wlFE)

9,7t 1.252 00 23.732,722.97 33,493.5'7 4.97

TO'fALS r8,946,6 l9 75 37.967.559.55 25.057 ,426.67 2,535.864,15 I t ,026.4r 8.55 95.5 33.888.9?

NOTE l: The abovc tigures shorv d:e amcunrs pald ro Direcrors and their relatives in excess of their entitlements in the

respective accounts,
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NOTE 2:

"lt
!i

, r.l
:r

..:

:
..;
', 

1

:l

.';

't
..!

.:

!''i,

i

;

:.

:

i

1

2
aJ

4

Total for 5A and 58
Total for 8A, 88 and 8C

Total for 9A and 98
Total for 10A and 10B

: Ksh 5,259,852.00
: Ksh 24,548,550.55
: Ksh 12,361,682.00
: Ksh 35,816.957 -77

4.9 .0 CURRENT FINANC IAL POSITION

4.9.1 Trading Losses

According tot he audited accounts and Balance Sheets, KCC Ltd trading

results have been showing deficits or losses. The deficit for year ending 30ttt

June 1996 brought forward was ksh. 1,744,384,980 while the deficit for the

year ending 30th June lgg7 was ksh. 1J07,637,020. The management

accounts balance sheet as at 30th June 1998 shows a trading deficit of

ksh.2,146,927 ,160.

we have prepared an estimated Balance sheet as at 30th June 1999 as shown

belor,v. An estimated loss/deficit for year ending iO't' June i999 of

ksh.2,055,355,950 has been provided due tot he following factors.

1.9.2 Trading Performance

Historic trading performance of KCC indicated that turnover levels were

going downrvards with milk intake levels clecliling from I million litres daily

to 30,000 litres daily as at 30th June lggg. Taking the sales Break - even

poinrs to be 450,000 litres, KCC Ltd is losing close to ksh'6 miilion each

day due to decreased sales. These losses exclude the cost of finance i'e'

Bank overdraft which stands at ksh.l biliion. when the losses are

annualized, the losses arnount of ksh'2' l billion'

1C5



(ii) T[is trend anaiysis sltows a persistent decline of products sales with a

corresponding decrease in rnilk intake anci confirms the fact that KCC is

absolutely incapable of generating its orvn tradittg income'

T[e estirlatecl Balartce sltect sllllllnary aS at 30th June 1999 shows that the

culr'etlt liabilitics cxcccdcti tlle curl'ellt assets by ksh.2.8 billion' KCC Ltd

is tlieretitr-e tcclrrricalll, ilsslvent anci its inability to discharge its obligations

to creclitors rvliep cJLre. illustrates ittsolvency ol'l a cash tlolv basis.

The estirnated Balance she'cr as ar 30th June 1999 should be read r,vith caution as the

I,quiry Tea, was .oL car'yi,g ou1 arl auclit. Notes to the Balance sheet a.e

attachecl lierer.vith. It is also our observations that the External Auditors for

1996lgl accolulrs aitcl Balaitce Sitecr, lV/S Gill & Jolinson gave a disclaimer audit

opinio. o. Lhc rrccolrrrs. \ttL. "wc arc u,able to express a. opinion as to rvhether

thefiuancialstarertrerttsqiveatrLleartcll'airviewofthecolnpany'sstateofatfairs

at 30th Jule 1997 apd its profit ancl cash flows for tlre year ended on that date and

consequetttly, rviretller thev conrply r'vith the Cornpanies Act"'

BALAT{CE S}IEET
NOTES AS AT 30.6.98

AS AT 30,6.97

Anrount (Ksh) Amount (Ksh)

Share Capital 130,157,940.00

Capital Reserve 2.444,346,960.00

Revetrue Reserves (1,707 ,637,C20.00)

Loss [or Year 30.6.93 12,146,927 ,i60.00)
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(2,055,355,950.00)(1)
Provision for Loss ADJ -
year 30.6'99

(3,335,4i5,230.00)2)(
Share Holders' Fund

4gl ,2i 5,840.00(3)Unsecured Loans (Got of

Kenya)
866,86'.7,880.00(2,844,139,390.00)

Net Shareholders Funds
1,993,360,800.00!,612,124,958.00

Fixed Assets

(1)Ctrrrent Assets

95 ,333,888.004)(Directors AiCs

367,'t 12,540.005( )General Stores

49 ,'t 5'1, 167 .006)(Got of KenYa

37 .003 ,6 i 6 .00(7)
Compantes

63, 100,794.00(8)

55, 1 16,645 .009)(Export Debtors

14,348,188.000)(1Advance to farmers &
transporters a

421 .694.00
Bank and Cash

71,068,0 i 1.0()( I 1)

480,780, I 83.00(12)

1,488,606,080.00
1 ,23,[ ,6Jt\ ,'127 .A0

515,-ll,g,-189.00( 13)

35,506,215.00(i4)

78.326. 1-15.00( l5)

266.419.!r7t).00(1 6)

-i

Staff (Advance, Car loan,

lnrprests)

Produce Stores

, KRA - Vat

I Current Liabilities

: Farnrers A/Cs

, \{ilk TransPorters

Statf Salaries & Wages

Staff Saiaries & Wages

Deductions
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General Creditors &
Transporters

(t7) 380, 1 14,539.00

Penguin Dairies Ltd. ( 18) 40,960.00

Insurance (le) 28,682,86 1 . 00

Utilities (20) 26,326,010.00

KCB OD (21) 1,012,095,877 .00

Go Deferreci Liabilities

KRA - VAT

(22) 874,785,080.00

(23) 722,165,986.00

Provisions - Court Cases &
Trade Disputes

(24) 187,r75,985.00

External Auditors (2s) 1,700,000.00

(26)

4,078,788,117.00 2,L23,823,160.00

Current Liabilities (2,844,139,390.00) (635,2L7 ,080.00)

F{ote 1

h
,t
:i

+

t
i

z

t.

I

I

::

.ti

:.'

(

NOTES TO T}IE BALANCE SHEET AS AT 30.6.99

Note 2

A provision has been made for loss adjustment of ksh.2,055,355,950

for vear ending 30.6.99.

Shareholders funds have been depleted by deficits brought forward

from past years and have been reduced to negative ksh.2,844,739,390

Kenya Governrnent loans: Interest rate at 3% p.a. for renovation of

various Iocations and factories - ksh.491 ,275,840.

Directors Accounts consist of the following debit balances

(a) Remuneration - ksh. 18,946,619

(b) General Transport A/cs - ksh.37 ,967 ,559

(c) Milk Transport A/cs - ksh.25 ,057,426

(d) Milk Supply A/Cs -ksh.2,535,864

Note 3

Note 4

)

.
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(e) Services A/Cs

General Stores - SPares Parts

-kshs.11,026,4i8

for Engineering Department

I
I

-:l

Ji
:.:

f i:

.L

Note 5

Note 6

Note 8

Note 9

Note 10

ksh.367 ,7!2,s4}which we beiieve are obsolute

GovernmentofKenya-Variousgovernment}vtinistriesand

Departments owing KCC Ltd ksh'47 'g57 '167 
for milk products

supplied.

Staff, Debtors - ksh'63'100'794

o Advances 23"782'266'74

. Car loans 16'543'155'85

. Safari ImPrest 22'7'75 '37?'19

Export Debtors ksh'55 '116'645

" Harry Redman Export & Import ksh'5'008'211

. Lagazella Export sales 269'030'63

. Ivluglobe Ltd 9,747 
"710'70

o Tetra Laval 39 '3'7 
| 

'467 '90

. Uganda Dairy Corporation 684'201'30

. United wholesalers 36'024'00

Advances to Farmers & Transporters ksh'14'348'188

o Advance to Farmers

o Advance & TransPorters

Produce stores ksh'7 1'068'012

Vtilk products stocks as at 30'6'99

KRA - VAT ksh'480'780' 183

VAT claimable 1997 198199

Farmers A/Cs kshs'525'448'489

Amount owed to farmers for milk deliv

I

.!.a

liote 11

Note t2

Note 13

1C9
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Note 14

Note 15

Note 16

Note 17

Note 18

Note 19

Note 20

Note 21

to lvlay 1999

Milk Transporters ksh.3 5 ,506,216

Amount orved to milk transporters from farmers to factories.

Staff salaries and wages ksh .78.326,135

Amount orved to staff in form of salaries and wages

Staff salaries attd rvages deductions ksh.266,419,979.

Arnouitt declucteci froltt staff, salaries atrd wages and unpaid to the

respective authorities

General Creclitors and Transporters ksh.389, 114,539

Arnount owed to genet-al creditors and transporters

Penguin Dairies Ltd ksh.40,960

A subsidiary cornpany 100% owed by I(CC but ceased operations in

t9812

hr:surance kshs.28,682, 86 I

An'eal's in settlentent of previous and current premiums aS follows:-

o Keriinclia Assurance Co. Ltd 1991198ksh.6,963,537

o Lakestar Insuratlce co. Ltd 1998199 ksh.5,700,000

o Lakestar Insurance Co. Ltd 199912000 16,019,,324

Utilities ksh.26, 326,010

This is in respeci of rvater, electricity and telephones

K.B.C. Loans and Overdraft ksh.1 ,012,095,87J

n Overdraflt ksh.622,494,964

o Loatt I ksh. 69,432,509

u Loan II ksh. 320,168,403

o Tlie asreed overdraft facility is ksh.400 million

Government of Kerrya: Deferred liabilities ksh.814,785,080

\Yorld Foocl Pro-eranitlte and accrued interest.. These Government
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Note 23

Note 24

Note 25

Note 26

deferredliabilitieshavenotbeenshownintheauditedaccountsinthe

past.

KRA - Vat ksh.722,165'986

unresolved dispute on VAT liability assessed on mala'

Provisions-courtcasesandTradeDisputesksh.i8T'175'985

TheseareprovisionsforTradedisptrtesandcasesbeforethecourt.

External Auditors ksh' 1'700'000

Thisliabiliryhasnotbeenslrownintheauditedacc<-runtsintlrepast

and is for the audit ending 30th June 1997 '

Current liabilities exceed current assets by kslr.(2 ,844,139,390)

e
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5.0 OBSERVATIONS AND RECO}I}IENDATIONS

1. Registration:

since 1932 KCC has operated under the Companies Act and the Co-op

erative Societies Act rvith or without exemptions. The organization has

tended to operate more under the Companies Act than the Co-operative

Sociecies Act. '[he t',vo sets of legislation have not been applied

harmoniously and perhaps they will never. It is therefore recommended

that:

a) Shareholders decide conclusively if KCC should operate as a

company or a co-operative organization.

b) The outdated ivlemorandum and Articles of Association and/or

By-laws be reviewed and updated to become relevant to the

members needs and aspirations.

2. Share Capital:

The share holding in KCC is complex, confusing and nor easily

unoerstood by ordinary farmers. It is recommended that:

(a) The current share-holding categories should be rarion alized

and the share register updated with a view to redeeming some

of those whose ownership may be obsolete.

(b) KCC l:'J. should appraise the farmers with ttre reviewed and

revisc' ' iernorandum and Articles of Association for the

112
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(c)

farmerstobefullyawareoftheirrightsinthecornpany.

KCCshoulddeclarecorrectlythesharesthatcanbesoldto

thefarmerswiththeviewofthelatterrescuingtheir

organization from the present predicament'

The mode of rePresentatton in the Board of Directors be

reviewed with a view to reflecting the members needs and

aspirations

TheN{emorandumandArticlesofAssociationbeamendedto

3. RePresentation

The shareholders have continued to complain that they have lost touch with

the management of KCC and its elected leadership as echoed in Nakuru

consultative meeting of l9l6199 '

It is recommended that:

',.1

lr

a

jr

"l
.t

,t

(a)

b)

harmonize the current electoral

factorY/collection centres'

zones with the

i. Election of Board of Directors:

currently KCC has no Board of Directors and the management team can

nottakedecisionswhicharenormallytakenbytheBoardofDirectors.

However, it has been observed that tl-re former Board of Directors grossly

interferedwiththeoperationsofthemanagementfunctionleadingto

severalirregularitiesandmaipractices.Itisrecomnlertdedtlrat:
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(a) Shareholders should immediately elect management

committees to oversee milk collection/cooling centres'

operations.

(b) Iv1ilk processing factories management committees be elected

by the farnrers who deliver milk there. Satellite

coolin-q/collection centres to have representation in the factory

comnrittee.

(c) Each rnilk processing factory receiving milk direct from the

farmers to have members of its committee in the Board of

Directors.

(d) The specific role anci function of the Board of Directors be

clearly redefined in the reviewed Articles and Memorandum

of Association or By-laws.

5. Nlanagement

Currently KCC is managed by an acting lvlanaging Director and neariy all

Departmental Managers and some of their assistants are also on acliirg

appointments. It is recommended that:

(a) All the vacant positions be filled substantively through the

normal staff selection procedures. Those oll acting

appointrnents be considered on individual merits for

confirmation.

it: '
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(b) Tire chain of command and line of responsibilities be clearly

defined to eliminate interference

and overlaPPing.

, interdePartmental conflicts

(c)Itisnotedthat50%ofworkforcewassackedduringtlie

strikeoflgglleavingabalanceof2500.Theorganization

stillappearstobeoverstaffed.Itisthereforerecommended

thattheorganizationalStructureshouldbereviewedandstaff

requirements be established'

6. The Nakuru Resolutions

shareholders passed 13 resolutions wherr they met on 19l6199 It is

recommended that:

Thoseresolutionswhiclrlravenotbeerrexhaustivelyaddressed

in this report be pursued by the next Board of Directors and

the management

,- . Procurement Procedures

currently, the standard procurement proceclttres for goods and servlces are

not being followed' It is advised that

(a)Theorgarrizationshouldestablislrprocurenlentpolicyand

detailed procedures to be follorved'

(b)Astandingtendercommitteebeestablishedcomposedof

DepartmentalHeadsandchairedb,vtireiv{anagingDirector.



(c) The Consumer departments and locations to originate orders

for goods and/or services.

(d) Authorities to sanction the various levels of expendirures be

established.

(e) KCC adopts and implements the procurement manual

developed by the Government Task Force in June 1995.

8. Indebteclness by KCC

KCC Ltcl. is heavily indebted to the farmers, transporters, staff and others

ro rfue tune of Kshs.4.5 billion. The following are of imrnediate concern:-

I

2

J

4

5

Dairy Farrners

Rarv ivl ilk transporters

Staff salaries & wages

Deductions(salaries & rvages)

General creditors &

transporters

Outstanding insurance

prentiums

Kshs. 525 ,448,489.00

Kshs . 35,506,2L6.97

Kshs. 78,326,135.20

Kshs.266 ,419,979.30

5

Kshs.380, 1 14,539.99

Kshs. 28,682,861.05

7 . Utilities Kshs. 26,326,010.00

TOTAL kshs.l,340,824.23r.44

it is recommended that efforts be made to pay the above creditors to

enable the organization embark on nornal operations. The above

amount could be paid in instalments to ease pressure on KCC and

also to ameliorate the claimants anxiety.

a
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g. Indebtedness to KCC

KCC is owed substantial amounts of money by the various categories of

individuals and instin:tions amounting to over Kshs'1.2 billion' The

following debtors be called upon to settle their accounts as a matter of

urgency

the board of

Kshs . 95,333,888.00

Kshs . 49,751,167.00

Kshs . 63,100,794.00

Kshs . 14.348,188.00

Kshs. 55,1 16,645.00

Kshs. 37,003,616-00

Kshs.48C 780 1 83.00

Total - kshs.795 440,481 .00

10. Legal Matters

KCC is a giant organization which in its day to day operation encounters

numerous legal undertakings.

It is because of this complexity that it has established legal department

headed by a company secretary. It also engages services of iaricus legal

firms. on legal matters KCC has suffered heavt, losses.

directors

Various Government Ministries

Staff salary advances, safari

imprests aud car loans

Advances to farmers and

transporters

Export debtors

Individual comPanies

K.R.A. (V.A.T)
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It is recorttmettded that for a more cost effective legal representation of

KCC;

(a) Legal Departrnent should be manned by competent, dedicated

and conscientious staff.

(b) The legal Depannrent should recall all KCC original files from

tlte external larvyers or the copies thereof for safe custody.

(c) Ail the external Advoqires to whom the collosal sums of

nroney rvas paid niust be calied upon through all legal means

:'

i

at S rsposa to account r,J an or prove

legal basii fo. the payments. KCC should recover all the

nronies that these Advocates were not entitled to either by

leason of having obtained it fraudulently or by overcharging

through court taxation.

(d) The rnanagement staff of KCC involved in the legal

transactions in question rnust be thoroughly investigated ancl

appropriate action taken.

(e) Any Advocate who is a member of the law society of Kenya,

{ound ro lrave acted unprof'essionally should be reported to the

Advocates Complaints commission for the necessary

disciplinary action.

(r) The legal departnient should immediately embark on a

vigorous follow up of all the cases pendrng in Court and strive

to set aside orders made against KCC due to the negligence of

the immediate past management and that of the e;(ternal

advocates.
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I 1. Sale of Assets

KCC like any other organization has a range o[ inrnrovable assets. For

sucll assets to be disposed off, authority of the share holclers in a General

Annual Meeting is required.

Horvever, it has been observed tlrat a nurnber of these assets lrave beerr

disposed of lvithout the requisite authoriry. The AnnLral General Ivleeting

of Nyahururu purported to have given authority never took place. Even

if such a meeting took place, no authority ,,vas siven to the Boarcl to dispose

of the company's properties in the manner and fbr the pl'ices tbr r,vhich it

did.

It is our view that:

(a) All legal means must be ernployed ro have illegally acquirecl

KCC property recovered.

(b) The said purchasers mlrst be rrrade to pa), to I(CC the ntoney

commensurate to the rent payable in the area of which each

respective property is located fronr the date they entered

possession, either by tlrerrrselves. their aget'r[s ancl/or thilrJ

parties at their behest, ro tlte date or sui'render of the sanle

back to KCC.

(c) Legal action must be taken to ensure inrreiliate ei,iction ol rhe

purchaser's, tireir agents ancli'or tliir-d nitriies frorn tl-re

premises in question and the sarne taken o.,,er lry KCC.

riY



I(C) Where criminal complicity is detected in any of these

transactions, the culprits must be brought to book accordingly.

(e) The legal departrnent should immediately set legal machinery

in place to block further transfers and charging of the KCC

properties.

1

t-

I

As all the'properties of I(CC were covered by a floating charge in favour

of Kenya Conrnrercial Bank.limited. the immediate Board of Directors and

rnanagetnent and any other parties involved in these illegal transactions

should be arraigned in a Court of Law.

12. Insurance Services

Aurong the nrauy insurance covers which KCC is supposed to have taken,

only fire on buildings and plants are in force exposing KCC to '"'arious

risks.

It is therefore recommended that KCC should renew all the insurance

policies to cover ttte various risks.

13. ProductionFacilities:

During the l9th June 1999 farmers consultative meeting in Nakuru,

farmers raised concern on the security of machinery and equiprnent.

During investigation, the Inquiry Team established that these concerns were

geuuine.
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Irregular machinery transfers, thefts and vandalism were confirmed in a

number of factories and Plants

It was also found that there is encroachment on KCC land in various

locarions. The condition of factory buildings, machinery and equipment has

significantly deteriorate,.i and require urgent repairs and replacements'

This has resulted in high inefficiencies in production processes especially

in packing processes where costs are extremely high' Nevertheless these

facilities in their current state can process up to 725'000 litres of milk per

day. It is recommended that:

(a) Proper procedures in machinery acquisition' installation' transfers'

replacements and repairs should be instiruted and strictly adhered to'

(b) Production efficiency of plant facilities needs reassessment and the

proposed repairs, replacements and/or n-rodernisation of these

facilities should be ef-fected. This will result in the increase in the

current daily production capacity of 725,000 litres to the installed

capacityof2,748,000litres.}vloloandKapsabetplarrtsshouldbe

upgradedtofactoryStarLlstoenlrancetlriscapacity.

(c) In cases rvhere improper ntacltirte clisposal, thefts or vandalism ltas

occurred, investigations sltor.rld be speeded trp in order [o recover

anY losses incurred'

Alternative methods of packiiig processed milk shotrld be sought with

the aim of reducing consunler price' Deliver')'' b)' bottles' plastics'
(d)
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and refri-qerated tanks in addition to tetra pak should be adopted to

nreet the total rrrarket denrand. Bulk delivery by refrigerated tanks

will si-qnificanrly reduce the price of milk thereby meeting the needs

of a large sector of the rniddle and low inconie earners.

(e) For KCC to t'elttain a nrarket Ieader in the dairy sector, policies have

to be changed to keep up with the market trends. Decentralisation

of operatiorts artd decision making should be elfected and in this

(0 Urgent rehabilitation of the factory buildings and staff houses whose

conditiorrs ltave deteriorated shoulcl be done and imrnecliate

occupatiott of vacant staf f ltouses should be ensured to avoid further

deterioration.

(-e) All KCC prenrises should be effectively fenced rvith proper security

arrangements to lirnit tlrefts, vandalism and unauthorised

encroachment .

(h) Fu, is should be sought to nreet the costs in procurement of
production consurnabres, provision of repairs, servicing and

irspectio. of rrrachi,ery ancl purchase of spares parts. These

expenditrtre items are estimated to cost Kshs.154 million, Kshs. 115

nrillion and Kshs.200 miilion, respectively, giving a total financiar

requirenienr f,or producrion facilities of Kshs.469 million.
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14. Information technologY

It was observed that KCC is operating on very old computers which are not

effective and using outdated mode of processing' They are even not year

2000(Y2K) compliant. It is advisetl that:

(a) As a matter of urgency, KCC comp'uters be modernised to beat year 2000

cornpliance deadline

(b) Computerisation of KCC should be extended to the rest of the head office'

factories and depot with a view to developing an integrated system'

15 . Financial Management

The Inquiry Team observed that the financial position ol KCC is extremely

bad. As at 30th June lggg, the irnputed Balance Sheet sltt-rrvs a rlegative

working capital of ksh.2.8 billion a fact rvhich inclicates the company's

inability to generate its own iucome for operations and discharge its

liabilities. The rotal current liabilities as at 3Oth June 1999 stood at over

4.5 biuion against total current assets of ksh.1.2 billion.

The above State of affairs has been corltributed by several tactors viz:

Coliapsed internai coutrol systenl, ittterttal checks attd gross financial

mlsmanagement.

(a) The Internal controls and checks silould }e stlengthened

(b) The Inrernal Aucit should be adequatelt' st"ff' d to facilitate the

| /1



operation of an eff-ective internal controls. AII payments and

financial transactions should be pre-audited to prevent possible

fraud and malpractices.

(c) All accountable docunrents should be safeguarded and their

issues be controlled.

(d) The Job descriptions in the Finance Department should be

. scheduled to allow tlie segregation of duties and operations of

internal check system

(e) At the rnoment KCC Ltd operates 4 cash and cheques pay

points vrz. petty cash, purchases accountant, pay out

accountant and Directors and senior staff pay accountant.

We recomntend the abolition of Directors and Senior Staff

Pay Accountant office.

(D The ledger postings should be done immediately and a

management report and accounts be produced quarterly for the

attention of the Management and the Board. Bank

Reconciliations should be made monthly and checked by the

Chief Accountant.

(g) The lvlanagement should operate budgetary conirols, more

inrportantly casli flow statements and cash management.

(lt) The management should strengthen the operations of credit

control and debt collection section..

I
I

I
I
I
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(i)

0)

control and debt collection section'

AnrrualAuditsforlgg1lg8andlggslggshouldbecarriedoutby

an External Auditor without furtl-rer delays ' In the meantime a

detailed investigative audit should be carried out in all areas

wherethereisareportedorsr:spectedfraudwithaviewto

recovering losses and taking necessary action thereof'

ToenableKCCcontinueitsoperations,animmediateinjection

offundstothetuneofkshs.630millionisrequiredtoprovide

workingcapitalandsettlementofprioritydebtsasfollows:-'

o

a

a

a

a

a

a

a

Farmers

Transporters

staff Salaries

Maziwa SACCO

General Creditors

Insurance Premiums

Utilities

Working CaPital

Total

ksh.200m

ksh.35m

ksh.50m

ksh.20m

ksh.100m

ksh.28m

ksh.26m

ksh.17tm

ksh.630m

(k)irisexpectedthataftertlreinjectionoftlreaboveamount,KCC

tradingoperationswillgeneratesufficientincome,inadditionto

ciebtsrecoveries,tosustainitsoperationstoclearthebalanceof

the outstanding debts

InthisCaSe,itisrecommencledtlrataSourceforlongtermand(l)
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cheaper financial facilities be sought to redeem the high interest

rate of financiai facilities with KCB.

16. Direct Trading rvith I(CC

Although tlle Nlerrrorandurn and Articles of Associations allolv the directors

to tracle r,vitlt tlte compalt)/, it has been observed that, in t he recent past, this

has not been dotte in the best inl-erest of tlte organisation.

It is therefore recomntenclecl that, tlte Memorandum and Articles of Association

be revier,r'ecl to adecluarely address the issue of trading between the Directors

and KCC

17. Cottclusion

In conclusiou, ,1',i5 [1r.quiry Team notes tltat there was an Inquiry in 1989, a

'fask Folcc irr 1995 an(l now another Inquiry in 1999. TIte previous Teattrs

rnade specific reconrnrendaiions to solve the problems in KCC. From the

iiiquiry firrclings, it is clear that those recomntendations were not implemented.

|t is.oiir advice that recornmendations from such Task Forces be taken

seriouslr'.

-!---'-TE+E 
qEc_IE{rE.
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Anner 4.5.f .0. - KCC PLANT IVIACHINERY
iUASHII*E DESCRIPTIoN 9T:YIIIAKE/TYPE

DANDORA (LOC 08)

CAP.{CITY (EACtt) REI\IARKS

AIR COMPRESSOR

AIR COVIPRESSOR

AIR COiv1PRESSOR

AIR COiVIPRESSOR

BUTTER P.{CKING NliC
CONTINUOUS BUTTER iVI/C

CREAIVI PASTEURIZER

CREAiVI RIPENING TANKS

CREAiVI RIPENING TANKS

FILPAK

FRESH iIIILK P.ASTEURIZER

n'l ALA lvllLK PASTEU RIZER

lvlALA SILO TANKS
I/tlLK COOLER

ivllLK HOtvIOGENIZER

N{ILK HONIOCENIZER

i\4ILK RECEPTION LINE
i\IiLK RECONSTITUTION LINE

\lILK SEPARATORS
P,\S'l'l:LrRiZEt) \l Il-K IIORIZONTAI. TANKS

r) \STELJRIZED NIILK SILO TANKS

PRE-PAK
ii.\W \IILK SILO TANKS
R,\W \IILK SILO TANKS
R EFRICEiIATION CONIPRESSORS

11 E FR ICERATION COMPRESSORS

STEAi!l BOILERS
l'C i5\)

J'C 5..)(I PACKiNC iTI,'C

TirRT..\ REX (TRi)
? ri E P.rC

t'lL :'..\f,

I 'ATLAS COPCO CA 75

r erlns coPco GA 22

I BROOt"IWADE
I HYDROVANE
I BENHIL
I PAASCH & SILKEBORC
I PAASCH & SILKEBORG

2 PAASCH & SILKEBORG

2 PAASCH & SILKEBORC

I NICROME.INDIA

2 ,DDMIVI.KOLDINC
i PASILAC FLOW

5 ALFA LAVAL
2 'DDIvltv{-KOLDINC

I ,RANNIE 58.90

I ,TETRA-ALEX 3I)

2 NAPLIOUSE. U.K.
I DDIvllvi-KOLDING

2 WESTFALIi\ N'lSAl6{)

2 IPL. N.\IROBI
3 DDlvlN,l-KOLDINC

I TETRA CLASSIC
3 DDiVIVI-KOLDINC
I DDlvl\,1-KOLDINC

2 SABROE SN{C 3-I30
I SABROE Clvlo 14

2 TOlvlA
6 TETRA PAK
6 TETRA PAK
2 TETRA PAK
I PRE PAC IS.I

2 NICHROIVIE F5OOO

-5(r0lr.G - 5.(XU KCi HR

-5(XiKC - 5.0U) KGi llR
10.00 L,/HR

I5,OOO LITRS

8,000 LlrREs
1.50 CRATES

IN PLACE
IN PLACE
tN PLACE
IN PL.{CE
IN PI-ACE
IN PLACT:

IN PLACI:
IN PLACE
IN PLACE
ll.l PLi\CE
ONF.

GROLIN DI:Di S

PARIS
IN PLACT:

IN PLACE
IN PLACIJ

EX
NYAiIT-IR[JRL]

NEW
IN PLACE
IN PL..\CE

ONE

GROTJNDLD/S
Pr\ R liS

IN PLACI:
IN PL,\C.I]

lN Pt-,\Ct:
IN PLACT:

IN PLACT:

iN PLA('I:
IN PLACI:
IN Pi-,{CI
J (ir.rrrtttlcrl.

lN I't.r\('l:
lN I'}l-,\C't:
IN l'l-r\Ct:
ICROIJNI)EI)

10.()(n l-illlt
{().(xx) l_i t IR

10.0()0 Ll'tRES
30.000 L/HR

10.000 L/l{R
t0.()(x) L/llR

6.OOO CANSi HR

30.000 L/llR

l().{x)l) l-ll lli
10.(xx) Ll'lRl:s
6t).o(){) t-ITRI:S

I ()().(XX) L-l'llll:s
+.(xx) I-l-fRt:s

l.(X){) KClllll l() B,\R

-'r()( )--10() ('R A'l' l:1 I I l{

l, l0--1(r0 CR,\T[:S.'l t R

I t0 cR,\'rEs, I lli
I'l() CRrVt'ES.'l lr

lS0 ('RATI-S;tlr
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Anne.r J.5.1.0 - KCC PI,AN'I' l\tACfilNIlRy
\r,\c ft I \ E pri=leg !1,_!'l()N
N \'A t l t; lllilllr I!U_C__.Q$

Q'r \_\LlritJJ !_!!- CAl}Ci JY-IEAEIU RE,IIARKS

ONE GROUND
AIR COI\IPRESSORS
CREr\\l COOI-Eti
FRESI I IIILK PASTEL,JRIZER
ItoNlocl.Ntst: t{

I\III.K COOI-ER
Illl.K lll:CtrP I'lON L-tNl:

\ilr-K ttt-coNSTr-f( J-floN
I\I II.K .S LP/\ R,,\1'()R
It I:l-lt IC I:li,\'l'OR COI\ I PR l:SSOITS
Il I:FIi ICl:R,\'fOIt ('(Ji\I PR I:SS()RS

s-il;,\trI Il0tt.t_R.s

] ,\TLAS COPCO GA7-5
I DDtlllll - KOLDINC
I DDNIiVI - KOI-DINC
I RANNIE 6S 90
I DDi\INI -KOt,DING
I N,\PIIOL;SI: t.J K

J I)I)trII\I .KOLDINC
I WI:.S [Fi\[-lA - SAlt{lvl
I S,\DROE SNtc-4- l0()
I .S,\llROIr.SNlC l06L

-l 
O,\1.,\

5OO L/HR
t_s.000 L/HR
20.000 L/ttR
30.000 L/HR

600 CANSi HR

30.000 Li HR
r5,000 LiHR

{,OOO KC/HRX IOBAR

I-s(x)6

IN PLACE
IN PLACE
TO DANDORi\
IN PLACE
IN PLACE
GROUNDED/S
PARES

IN PLACE
IN PLACE
IN PLACE
ONE
CROUNDED/S
PARES

I5.OOO LITRES IN PLACE
5OO - 2.OOO KG/HR IN PLACE
5OO - 2,OOO KC/HR IN PLACE

I5.OOO LITRES IN PLACE
3O,OOO L/HR IN PLACE

85OKG H2O /HR IN PLACE
GROUNDED/S

I5,OOO L/HR PARES
I5.OOO L/F{R IN PLACE

ONE
600 CANS/HR CROUNDED
I5,OOO L/HR IN PLACE

IN PLACE
ii,i PLACE
IN PLACE

I3,OO() LITRES IN PLACE
5O,OOO LITRS IN PLACE

2.OOO GAL IN PLACE
S.OOOKC/IIR X I6BAR CROUNDED

'l'Br\ 3i2tX)

6.000Kcil'lR X I6Br\R IN p L,.\CE

9OO L/HR GROUNDED

THRFE
CROUNDED

IN PLACE
IN PLACE
IN PLACE
IN PLACE

rr IEI'R,\ BIIIK

J 'I'E-I'RA BRIK
I S'IORK AlvlS'rERDAtvt-RNN 100
] S'I'ORK AIVISTERDAiVI - SOOOB

] DDiVINI -KOLDINO
I I)I)NIiU - KOLDINC

1,800 L/HR
200-8,000 L/HR

2,000-8,000 L/t{R
50,OOO LITRES
60,OOO LITRES

'rBA ii50t)
U, ti T rlOlvlOCENlZ_Et{S
U.H T.S'fERILIT-ER.S
VEIt SILO TANKS
Vt-R Sll-O T,\NKS
riu-At.t- t=Qc_01

LlUIf l:i{ NIlt-K -l'ANK

I]LI'I''I'I.R I,,\CKIN(I \I/C'
('oN]-lNLrous Bt {"r[R r\li (
C'R Er\i\l Ill PI:N I N(j -IANKS

i\III-K COOI.ER
Illt-k I)l{lLrR

lll t-K I lOivlO(;t,N I7-l:R
i\l i t-K I,i\S1'l: l.i R IZI:R.S

N,I ILK R t-CEPI'ION LII'] t:S
N,IILK SEP,\R,^I'L)RS
R EFRICER.,\TI ON Cq:\t PR ESSOns
REFRIG[,Ri\TiON COi\I PR ESSORS
REFRI CHt/\-tl ON COI\t pR ESSOR.S

SILO TANKS . IIOi{I7-
SiLO '|;\NKS - v't-R f
,SILO I'Ai.iKS - I'ER I-

S-fEAirI IJ()ILER
s i'I. \f\i 8()ll_l:R

I R,\NNltr l-7-5-ll5
] I)I)\,Ii\I , KOLDINC

] II,\NSEN & FREDSCAARD
I lVtS'[FALIi\-SA]\ttvt 15006
I Sr\BI{OE - SIvIC l2-100
I S,\BROE-Stvtc 8-100
2 SABROE SiVIC 6-100
2 r\PV
J P.\.\.SCll c({ SILKEBORC
I ,,\PV

I '.i ot\tn - I t)A 8()00
| -t'o\t,,\. il),\ 6000

I'}z\ASII& SII.KBORC
llIN IllL-
I,,\ASCII .q, SILKDORC IICT.A
I',,\ .\SI I& SILKBORC
I-)I)}I.\I - KOLDINC
PSNI
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Annex 4.5.f .0. - KCC PLANT NIACHINERY
i\IACHINE DESCRIPTION
soTIK (IIOC 16)

AIR COiVIPRESSOR

AIR COMPRESSOR

AIR COI\,IPRESSOR

AIR COIVIPRESSOR

AMMONIA COIvIPRESSOR

AIvIMONIA COtvIPRESSOR

]\,IILK HOIVIOGENIZER

!llLK HOIVIOCENIZER

l\tlLK HOIvIOGENIZER
;\IILK RECEPTION LINE
I\,1lLK SEPARATOR

N,{ILK SEPARATOR

PLATE HEAT EXCHANGER

PLATE HEAT EXCHANGER
PLATE HEAT EXCHANGER

PLATE HEAT EXCHANGER

REFRIF AMIVIONIA COMPRESSOR

SILO TANKS (HORIZONTAL)

S I LO TANKS (HORIZONTAL)

SILC TANKS (VERTICAL)
S]LO TANKS (VERTICAL)

STEAitl BOILER

PACKINC TBA3 X 2OO

PACKINC TBAS X 5OO
.TC 

I-{O PACKING M/C
TC 5OO PACKING M/C

I,ESSOS (LOC J2)

\lR COivIPRESSORS

AIR CONIPRESSORS

,\ } I \I ON I A COI""I PRESSORS

C I P -U\IT
C {N W,.\SHER IVIACHINE

i-I:FLUENT TREAT PLAN
\I II-K RECEP'I'ION LINE

'.il1.K SILO-lA).iKS
I I.ATE HEAT E.YCHANGER

STE,\.NI BOILER

etirvrirrruYpe

I NIADTON AIR i7O39O5

2 ATLAS COPCO /LE.g
4 STENHOJ /KC 22C

2 F F LUFT A/5 /KA
2 'SAMBROE & CO /SIvlC 6-100

I SAIvIBROE, ARHUS/CIvIC l08L
I RANNIE MACHINE WORKS LTD

I RANTIIC IUACTIINE WORKS LTD

I RANNIE COPENHACEN

I ,HANSEN & FREDSGAARD I{OLB^EKJI

I WESTFALIA/lvlSA-90-01-076

I ,WESTFALIA/lvlM 5004

I .DDMMKOLDING/D-II
I TDDMMKOLDINGiDI520
I A.P.V. BAKER AS KOLDINC/N35

I PASILACTI{ERM,KOLDtNG/K55
I 'SAIVIBROE & CO /SIvlC 6-65

2 A P,V. LTD
2 A.P.V. LTD
I DDiliIVI KOLDING
: APC PASILAC SILKEBORC

2 TONDER lvlASKlNFABitlCl{tTOltlAt

2 TETRA PAK

2 TETRA PAK
I TETRA CLASSIC
2 TETRA CLASSIC

2 STENFIOJ KA I 12 CD

2 STENHOJ KA 66 BD

] SABROE C]IIO.I+
I VESTJYSK TARl\i2S
I HANSEN & FREDSCA,\RD
I AKVADAN/FLYGT
I I{ANSEN & FREDSC.AARI)
2 \'ESTJ YSK.TARNI
I PASILAC H-I7
I TOivtA TDV-630

q4lgrvlE4gEl r_BE_[lAIlK5_

1.200 KG/HR ilr puce

96,000 KCAL/HR IN PLACE

I7.I,OOO KCAL iHR IN PLA.E
IO.OOO L/HIi. .IN PLACE

10,000 L/HI{ tN. PL.{CE
2.000/8,000 LrllP. IN PLACE

600 CANS/HR IN PLACE

IO,OOO L/HR IN PLACE

5,OOO L/HR IN PLACE

2O,OOO L/HR .IN PLACE

IO,OOO L/HR. ,IN PLACE

IO,OOO L/HR IN PLACE
8.OOO L/HR IN PLACE

34,300 KC.{L/HR IN PLACE

27,OOO L/HR IN PLACE

3O,OOO L/HR IN PLACE

IO,OOO L/HR IN PLACE

8,OOO L/HR ,IN PLACE

12.OUO KG/HR IN PLACE
IN PL.{CE
IN PL.{CE

]60--IOO CRATES/I-IR

310-ioO CRATES/HR lN PLACE

-.1.1100 KCAL;llR
l\10()L/rx-scol

1.0()()CA NS.'l'lR

-lrr.0()() LillR
+.(10()CA vSi FIR

l().0(xl LITRES
5.0(lt) l-,'Flii
6.1() KG, H R,

ONE TO

N AI\"\S H A

IN PLACE
iN PL.\CE
IN Pi.ACE
ln- PLACE
IN PLACE
IN PL.^\CE

IN PL,,\CE

Ii'i PL.{CE
IN PLACE
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Annex 4.5.1.0. - KCC PLANT NIACHINERY
I\IACHINE DESCRIPTION OTIi\IAKE/TYPE
AINABKOI (LOC J3)

AIR COiIIPRESSORS

N IR COIVIPRESSORS

Alv{NION lA COi\l PRESSOR

CAN WASTIINC ]\I/\CIIINE
CIP UNIT
E,FFLUENT TRE,\T PL,\NT
lrtlLK lNTr\KE LINt:
IvIILK SILO T,\NK
PLA.'[E IIEAT EXCTIANCER
S'f[-r\i\l BOILhR

2 STENHOJ KA I 12 CD
2 STENIIOJ KA 66 BD
2 SABROE - CIVIO-l+
I HANSED & FREDSCi\ARD
I VESTJYSK TARiVI

I AKVADAN/FLYGT
I IIANSED & FREDSCAARD
] VES'IJYSK TARM
I PASTLAC H.I7
I ToillA TDV-6300630 KI-l/F{R

ONE TO
DANDORA
IN PL,ACE

IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE

, CAPACTII{EACH) rBE--UABE'

N IR'COIUPRESSORS

i\IIIII'TINI (LOC I3)

2 I\TLAS COPCO GA708 PACK
ONE IS

GROUNDED

32,OOO KCAL/HR
4OO CANS/HR
2.500 LITRES

4OO CANS/HR
20,000 LITRES

5.000 L/HR

6 TE'I'RA CLASSIC
] TETR,\ PAK
I 'I-ETRr\ PAK
r s1-oRK/t)c-12-4-2t0
.2 S'I'()RK I:I{ESLANDiPG-I0.4-2 IO

I S'IORK FIIESLAND/PG. I3.4.320
l .s.t'oRK FtiltsL,,\NDipG-r3-4-320
I D I)NIi\ t /3 10

] S'TORK/ I'EP 30

I S1'ORK/'rEP 30

] S'IORK/-TEP 30

GROUNDED

SCRAPPED/
REPLACED

I5,OOO LTR/HR IN PLNCE
3.OOO LTRS IN PLACE

-5OO CANS/HR IN PLACE
I5.OOO LTR/HR IN PLACE

3O.OOO LTRS IN PLACE
IN PLACE
lN PLr\CE
ONE

GROUNDED
TWO

330-360 CRATES/HR CROUNDED
900 L/Hr IN PLACE

1,S00 L/flr IN PLACE
I5,COO LTR/HR IN PL,{CE
I-5,OOO LTR/HR IN PLACE
I5.OOO LTRiHR IN PL.\CE
20.OOO LTR/HR IN PL,\CE

2,OOO LTRS IN PLACE
3O.O(-)O LTRS/HR IN PLACE

2O,OOO LTRS Ii.I PLACE
5O.OOO LTRS IN PLACE

ONE
3,OOO KC/HR+I3 BAR CROUNDED

3 CRI\SSO / RC4l.l

z

I

I

I

I

,

I

J

)

;\ivl NION IA COivl PRESSORS

P,\C'KINC I\lic l'C l-50

-ST[,\\1 BOll,IR }I() BILONSWERKi FIV 3OOO

FREON COi\IPI{ESSOR

IIOiIIOGENISER
NIILK RI:CEI\/INC TANK
lvllLK RECEP'l ION LINh
NIILK SEP.\R/\.fOR
i\t I I.K S'rOR/\(;t_ SI t,()
l)r\('KlN(i [-ll- I';\k lrli('
I),\('KIii(i i\t (' .1\-i(x)

PACKINC NI/C TC 5C]()

l,/\cKINC'18,.\i-l{)()
i'],\CKING TB/\l-5i)0
I)l-A I'E I-l tr,.\'l' t:XCI IANCEII
[,L/\I'IJ I{EA'I E\CI I,\NCEJT
PL,\ TE HE.\I EX('IIANGER
PLr\ l'E IIE,\ f F\CI L\NCER
PR()Ct:S.SIN(; l,\Nli
SILO 'I'.\NKS I

SI LO TN NKS

SIL() T,\Nh.S

STORK (rlN{- 12)

OB

WI:S-f FA LIr\i IvISA- 130-01-076
S'I'OIIK / TEP 30
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Annex 4.5.1.0. - KCC PLANT ivIACHINERY
OTYMAKE/TYPE

CHEESE FACTORY (LOC 09)

CAPACITY (EACH),RENIARKS

IN PLACE
5OO LTR IN PL.{CE
9OO LTR IN PLACE

IN PLACE
IN PL,{CE
IN PI-ACE
GR T-)L;i.IDED

I,7OO LTRS IN PL.{CE
250 KC /HRXl0 BAR lN I^LACE

r4lR_qolYltRElqgR
CHEESE STARTER TANK
DETERGENT STORAGE TANK
IvllLK SEPAR.{TOR
plnrP HT,C.T EXCHANGER

; p-noc ess-sTARTER TAN K

REFRbIGERATION COMPRESSOR

SS WHEY TANK
'SrEerur sorLen

KAPSABET (LOC 041)

AIR COMPRESSORS

AIR COMPRESSORS

AMIv{ONIA COMPRESSORS

C.I.P. UNIT
-C n N-WrS g tt tG lvl AC H I N E
-TTTIOEiIT 

TRE,{T PLANT
MILK INTAKE LINE
ruiri-r Srr-o l,qNrs
PLATE TIPNT EXCUENGERS

STEAN' BOILERS

KILGORIS (LOC O5O)

FILTER DRIER
GENERATOR. COIVIPLETE

HOR. COOLING STORACE T.{NK
IVIILK INTAKE LINE
vlr-( wercnrNc scALE
I'IULTISAGE C. PUillP
n:1 cbutpnesson
R]2 SPIRAL HEAT EXCHANCER
ivribn HEATER
rV,\TER PRESSURE T.\NK

2 :STENHOJ Kl12
I ,PAASCH & SILKEBORG/C3I]
I S.S. PL,{NT LTD /2I78

I .ALFA-LAVAO/S]I8II\,I
I A.P.V CO LTD/HX
I ,NATION.\L DIAITY AS.SN OI.'N2

2 SABROE iClvlO.ltl

I ClvlW
I TOMA TDA I5OO

2 STENHOJ KA I 12 FD

2 STENIIOJ KA 66 BD

2 SABROE SVIC- IO4L

I VESTJYSK TARJIl 2H

I HANS & FREDSGAARD

I KRUECER/FLYGT
I HANS & FREDSGA.ARD

2 VESTJYSK TARIVI

2 PASILAC N-35

2 TOtvtA TDA 800

4 RS. SV

I STANFORD/PERKINS DI I5]
2 RK 50072

I HANSEN & FREDSC \ARI)
I J NIELSEN-JN II)I

I GRUNDFOS CR{-3()
+ 3r0559G
] ROUND
I lvl ETRO-l()03
I HOJ RUP

85,000 KCA[-/llR
350 LI'TRES

6.000 CANSi TIR

16.000 L/flR
6,000 Cr\NS, llll
50,( 00 LII'RES

10,000 l-,'llR
Itt\) KG/ttRX i0 B,\R

l() -t K\' \
s.(xx) t-l I'lt i:.'i

lit)\.1()() tlll
-l.tXr() l-,llli

Ii 6Nl( t.rl-ll:D,lIli
5(O l.l-fRl;s
-t()0 t.l l'ltl.-s
t(x) r-l.rRES

TO SOSI..\N

ONE
GROUNDED
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE

lN Pt-i\CE
IN PI-.q,CE

IN PL..\CE
IN PLACE
IN PI.ACE
IN Pt..ACI:
IN PL.-\.CE

IN PLA('I:
IN PLACE
IN PI-.\CE

<^4



Annex 4.5.1.0. - KCC PLANT ]VIACHINERY
}IACHINE DESCRIPTION OT} IIAKE/TYPE
[rolo (Loc 02)

:IN PLACE

,Uf.fOen
REPAIR AT
CMW.
IN PLACE
IN PL.{CE
IN PLACE
IN PLACE
IN PLACE
iN plece
IN PLACE

I

I

2

I

I

I

2

l

CAPACITY (Ei\CH) REivlARKS

I STANHOJ/KAIIIA-IAIR COI\,IPRESSOR

ELDA}IA RAVINE (LOC 49)

FiF/LUFTIKA 7633

SABROE/Si\IC iO4L
TONIA
VESTJYSKi VIvl-CIP-l

INDUSTRIAL PLT LTD
PASILAC / IO2O RRG

VESTIYSK/Vlvl 50000

AIR COJV1PRESSOR

ATIil!ONIA COJ\I PRESSOR

BOILER
C.I.P. PLAN'I
lvllLK RECEPTION LINE
ivllLK STORAFE Tr\NK
PLATE HEAT EXCHANGER
SILO TANK

!82 iVI CUBED/HR
t,000 KG/H_R-\l0BAR

400-500 cAN/HR

26.000 LTRS

50,000 x 2 LTRS

Ai\.lNlON IA Coivl PRESSORS

C.I.P
EFFLUENT PLANT
tvllLK RECEPTION LINE
PLATE TIEA'T EXCHANGER
REFRIGERT\TION PL"\NT GEN ERI\ L

SILO TANK
SILO TANK r\
SILO TANK B

SILO TANK C

SILO TANK D

STEAi\I BOILER

GI IIUi\IU (LOC.T5)

AIR COIUPRESSOR

AI\I ]\,IONIA COIVI PRESSOR

C.I.P UN!IT
EFFLUENT PLANT
iVIILK LtNE
PLATE HEi\T EXCHANGER
REFRICERATION PLANT
SILO TANK
STEAIvI BOILER

SABROE CMO24
VESTJYSK
VIIDI/FLYGT

HITRK
SORBY

fONlr\ TDA

STENI.iOJ /KA 66 BD

SABROE/CIVIO-24
VESTJYSK / VM 24 SPEC

i\,IIDI/FLYGT AB
HANSEN + F H/H&F
soE
SOB
PASILAC/7336
TOMA/TDA 650

4O,OOO KCALiHR iIN PLACE
2,500 LTRS IN PLACE

36,000 LTR/HR IN PLACE
4OO CANS/HR 

,IN 
PLACE

5OO LTRS/HR IN PLACE
IN PLACE
IN PLACE

,IN PLACE

_ ,-lN PLACE
IN PLACE
IN PLACE

I .OOO KG/HR X IO BAR IN PLACE

4O,OOO KCAL/HR
I3,OOO LTR /HR
36,OOO LTR/HR
4OO CANS/HR

I,IN

irru

,IN
.IN

IN
IN
IN

-IN

IN

PLACE
PLACE
PLACE
PLACE
PL.ACE

PLACE
PLACE
PLACE
PLACE

2

2

I

I

I

.l
rl

2

I

Y

Y
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Annex 4.5.1.0. - KCC PLANT r\tACtItNIiIll'
}IACI{INE DESCRITTTION QTI i!I..\KEITYPI,]
BI,DORET/SOSIANI (I,OC 05/I3)

(=r\.ltr!( _tl]Ilr.AC tll R !:IL\BIiS

AIR COIIIPRESSOR
AIR COOLER / DRIER
AfvlivlONIA COIvIPRESSOR
BUTTER ]VlELTINC TANK
CIP TANK (ACID)
CIP TANK (FLUSH WATER)
CIP TANK iHOT WATER)
CIP TANK (LYE)
CREAIv{ STORACE TANK
DRYING PLANT
FRESH t{ILK HOMOGENISER
HEAT EXCHANCER T
]VIILK CANWASHING NI/C
lvllLK COOLERS RECEPTION
MILK INTAKE LINE
IvIILK PASTEURISER
MII-K POWDER RECONSTITI'TION LINt:

N,1ILK RECEPT]ON LINE J

fVIILK RECOSTITUTION LINE
IUILK SEPARATOR
I\IILK SILO TANK
I',tlLK SILO TANK
i\IILK WEICING SYSTEiVI
PHE CREAIVI PASTEURISER
PLATE HEAT EXCHANGER
PLATE HEAT EXCHANGER
PL.\TE FIEA T EXCHANCER (CIP)
PL.\TEHE.,I I EXCH.ANGER
REFRICERATION PLANT
SCREW .{IR COMPRESSOR
SllRlK'\':lAi,PERS DOUBLE I EX tvtlRITINt
STE,A.I,I BOILEh
STEAlvt BOILER
STEAi\{ BOILER
TB..l,l-:C,O
TB,-\3--<00

rc l_i0

TC_i00

U1'lT HOIvIOGENIZERS
,-.HT STERILISER
\\.A,IER TREATiVIENT PLANT

FF LUFT K;\ I]6/777(I
INGERSOI-L RAND-]
SivlC I l(r,s

PASILAC C'] IA
PASILAC NIAV
PASILAC lvlAV
PASILAC NI,\V
PASILAC Nl^\'
PASIT_AC-', SBQ-Pti
NIRO A]'ONIIZLIi
RANNIE B-fi\l (r-l so
KA}ILER
I'lANs^l:N & l;lil :l )SC.\..\l{l ),S\'.(
DDlvli\,t l0l0 ttR(;
HANSEN & t:Rl:l).SC;,\..\ ll l)
DDI\l i\l/Pr\.Sl l-;\C I l)l()
PASIL,\C NB'f

IN PLACE
IN PLACE

ll6.(XX) KC,\l_iltr IN pt_,{CE

l.(XX) I_l'l'Rt:S tN PI_ACE
.s.(X)() l. IN pt-.\e..E,

1.00() I- lN PI_,\C'I:
7.5(n) l_ lN l)1.,\(.8
5.t)(X) l. lN lrL.{.CE

I-) (x)0 I_'|RS IN pl-ACI:
l.-s0() t_itlr lN I,|-,\CE

ll.txx) t-t'ilt[.s tN Pl..\c't]
I.(xx) l t Rs lN PLA(.I:

' 6(X) (',\NS,llr lN pL.{CIl
10.( )00 l. 'l lr lN PI-r\('t:

rrit(t ('.\NS'llr IN Irt-:\CI-
ll.o(X) l,..,ttr tN pt-ACE

.i(x).()l)() l.l'R,llR lN PI.ACE
0NI:

6()()C.\NS,'1il{ GROt_rNDtjl)
.lr) l. llr lN I,l-.\Ct:

ll.{)0{) 1.,'llr lN PL.C,CE

li().0{)t) l, l'lis lN i)l-.\cl:
6(1.000 i_'lRS iti I)I-.-\CE
I() C.\N \IiN IN I'I-ACE
l().iti)l) l.'llr lN i,l-j\('t:
1<.1rt\) I. Ilr IN I,1...\('l:
15.irott i.;1, lN 1,1..\(-'l:

i.(x)o I l\ 1,1...\('i:
jr).1){)i) 1.. I Ii lN I,t_..\L'tj

(). I l().i;(){) K('.\ I I\ Iri..\cE
- s (.).t \ll), lN i,l-..\.(.1:

lN r,l_..\ct:
-i.()tr() K!\ llr l() i-l:rr lN Pl_.\CE

r)(x)K(; .\T[:..\.\l iir ilrR. IN pL_ACE
(X)()N(; S'l'lr \\l iir lrrli.: lN PLACE

IN PI,-A('L,
l.S0i) I.. ttr tN PLACE

IN PL.{CE
IN PI.ACE

l.i;(l() . ii.(i{)() i_. llr IN PL,{CE
:.0(X).S.()()() L IIr IN pLACE

I C'\1 i-lr !N PLACE

I

I

J

2

I

I

I

I

I

I

I

I

2

2

7

l
I

2 TIANSEN
I P,\SIl-r\C'-NBTi 6{)i\lr\ll7
2 WESTF,\I-1.-\ i\tS,\-90-r)t.()7rr
] PASIL.\C. i\I,\II
5 VESTJYSKi t-KR--5

2 J NInLSI:N,,.s('.\t.l:fRoNI(',l.t,s()N
I PASILAC I()7() CR.IS
I P,\SILAC t()l() tiilt(;
r P..\sil_,.\(' t()10 cR-t.s
I K.,\lll..[ .t l]l{l:li\l
3 P,{SIl-,\C t()70 It;\1(;
I IIENRY SOBY I:I:K-3
L\Tt-AS COPCO C.\-li)s
.5 TETR,.\ PI\K
I TOi\tA TD..\ l()()()
I COCHR,\N & ANN.\N
l Loos
6 TE'rR..\ P..\K illTiii\iltit('K
1 'TETIIA PAK TE'Tii,.,\BRI(-K
] TETR.\ P.,\K TETR.\ CI-.\SSIC
+ 1'ETR.\ P.-\K Tt:TR.\ ('l-.\S.SI(
I Sl'ORK ItS-()5-

] STORK S()(NJB

I SILHORKO S\I-6] CSI]

t.1.1



AIR COiUPRESSOR (DOUBLE)

AIR COOLERiDRIEII
AIVIIV1ON I A CONI PR ESSORS

C I.P UNIT
EFFLUENT'TREA i\IEN PI-'\N I'

NIILK CANWASI{INC i\1iC

ivllLK lNTr\KE LINE

NII LK WEICIII NC SYS'TENI

PLr\lll llli,\T IIXCIIANGI:R (i\lll'K ( (x)l ill'
PL,\TE lllllT I:\CIl'\\Lit:R (Illl K ( (roi Il('

REFRICERATION PL'\N-t

SILO TANK
SILO T;\NK

+ S'IENHOJ rKr\ 66 BD

I HIROSS iDENCO,WCA-03

I SALIROE/CI\lO-24
I vES'TJYSK / \/iVI 2A SPEC

I r\CvADAN -tvllDl /FLYGT AB

I I{;\NSEN + FREDSGA,'\RD

I ll,\NSEN + FREDSCAT\RD

I J Nll:L.SLN/SCAI.E'[RONlC/EPSON

I I,.\SILAC H- I7-RK

I r\PV P.\l(t\FLOW EX-NAIvr\SllA

I IIF,NRY SOBY

I P.\SlLr\C/7336
] LOC.,\L

'IN PLACE

IN PLACE
IN PLACE
IN PLACE

IN PLACE
IN PLACE

IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE

,IN PLACE
IN PLACE
;IN PLACE

CAPACI-TY(EACH) RENIARKS
YERtIINN CALP NTACK C04 .5nne.xA

Ilax,-u!-\-l'E0'r]-IUACHINE DESCRITTION

KANGEiVIA (LOC {6)

10.000 KCAL/Hr
13.000 LTR /Hr
36.000 LTR/Hr
.IOO C.ANS/HR

400 CANS/Hr

IO CANS/NIIN
5.000 L/Hr

l+.000 LITRES

IO,OOO LITRES
Hr l0 Bar

NAN\'UKI (LOC {7+ I'IJO6)

AIR COIUPRESSOR (DOUBLt:)

AIR COOLER/DRIER
ANllvlON IA CO\1 P R ESSORS

C.I P UNI'T
EFFLUENT'fl{8,\l'r\l IN'f I'1.'\N I.

NIILK Cr\NW,\SlllNC \l ('

lvllLK IN'f AKl. l-lNt:
lvllLK \\'E,lClllN(; S\ S i':\l
PLATE llEr\T 1--\Cll'\N(;ER r\llL.K ((
REFRIGERATION PL':\NT

SILO TANK
STEAtll BOILEI{

NAKI.iRU (l-OC 0(r)

r\tR CONTPRESSOR

AIR COIUPRESSOR

AIR COi\,IPRESSOR

AIR CONIPRESSOR

AIR COIVIPRESSOR

AIUNIONI A COi\I PR ESSOR

AT,INION I A CO\1 PR ESSOR

ANINIONIA CONlPRESSOR

Aivl}VION I A CONI PRESSOR

BUTTER CHL Il.N

GHEE FILLER

J STENHOJ /KA 66 BD

I ITIROSS /DENCO'WCA-03

J SAt]ROE/CMO-24
I VESTJYSK / Vlvt 2A SPEC

I i\CVAD;\N -lvllDl /FLYGT AB

I II,\NSEN + FREDSGAARD

I ll,\NSE.N + FREDSCAARD

I J Nlll l.SI;NiSCi\t-ETIIONIC/EPSON

I P,\SILAC II.I7-RK
I t'lt:NRY SOBY RV3'0

I Pt\SILAC/7336
I 'foi\1,\/TDA 650

S]'LNIIOJ KA tIA
STENHOJ KA II IRD

TEC N LEMIX
APV COIVIPR.ESSOR

FF LUF'I
SABROE Stvlc l2-lC0
S,\BROE SMC I I2L
SABROE SiVlC.I-65

J&EHALL
I]Et-LOCK/ANDERSON
lvlATllER & PLATT

lO,OOO KCAL/HT

I3,OOO LTR iHT

36,000 LTR/Hr
4OO CANS/HR
400 CANS/Hr
IO CANSiMIN

5,000 L/Hr

I4,OOO LITRES

800 Kg/Hr l0 Bar

IN PLACE
IN PLACE

IN PLACE

IN PLACE
IN PLACE
IN PLACE
tN PLACE
IN PLACE
lN PLr\CE
IN PLACE
IN PLACE
IN PLACE

IN PLACE
AT CENTRAL
FAULTY
IRREPAIRABLE
SCRAPPED
IN PL.\CE
IN PLACE
IN PLACE

'cRouNDED
itN placE
IN PL,\CE
IN PL.\CE

N,\Pt-IOUSE/ 600 CANS/Hr
tvllLK C I\N\\'\SIIING NIiC
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Annex 4.5.1.0. - KCC PLANT MACHINERY
NIACHINE. DEJCBJETION
N{ILK CANWASHING M/C

ir'tlLK COOLERS PHE

lvliLK HOIvIOGENISER
NIILK HOIVIOGENISER (SCRAPPED) APV NTANTON G'\ULIN llX Clll:tis[: I'

]VIILK PASTEURISERS 1 APV HtvlBi\I

NIILK RECEPTION LINES 2 jNAPHOUSE
J

CAPACITY (IIACIU,REi\I.\ITKS

IALFA LAVAL
IAPV/IPL/DANI
I

iDDIvntt KoLD--

3 l9ll\l
EL SCOTT
ING

600 CANS/Hr
r5,000 LrHr
r5,000 Li I-lr

15.00() L/lir

(r00 C,\NS/llr
15.0()0 L/ llr

1.1,000 L
60,00() L

IO CANS/i\,IIN

.10.000 KCAL/llt
13.000 l-TR i tlr
36.000 LTR/I{r
100 Ci\NS, HII

4OO C,\NS/Iir
IO CANS,'\IIN

5.000 L/tlr

tJ.()00 L
1J000 L

S00 Kgil'lr l0 Bar

!s t.

3(]O C,\NSi Hr

-'i00 C'\)iSrHt
t0.0rl() L

l()0 cA),1S, tJR

I l6 Cll IIr

300 L
6.00r) t.

IN PLACE
IN PLACE
IN PLACE
SCRT\PPED

IN PI,ACE
IN PI-ACE
IN PI-ACE
lN PLr\CE
IN PLACE
IN PL,\Ct:
IN PI-ACE
IN PLACE
IN PL,\CE
IN PLACE
IN PI-,\CT;
r\1'lvllRITINl

EESE I;

AIR COMPRESSOR (DOUBLE)

AIR COOLER/DRIER
AlvllvlONIA COMPRESSORS

C.I.P UNIT
EFFLUENT TR.E4TMENT PLANT __r_ I

rvlrlK CANWASHIITC Mrc 
-- 

--l- I

MILK INTAKE LINE

lvtlLK SEPARATOR._.

JVIILK SILO TANK HORIZONTAL
IvIILK SILO TANK VERTICAL
MILK WEICHING SYSTEM

SEAIVIER AUTOIVIATIC
SEAMER DOUBLE
STE,{IVI BOILER VERTICAL

STEAIvI BOILER HORIZONTAL
PACKING TCI50
PACKING TC5OO

RTINYEJES (LOC 48)

tvllLK WEIGHING SYSTEM

SILO TANK
SILO TANK
STEAI/l BOILER

I'TIIN PI,ANT (LOC44)

?

AIR CON,IPRESSdR

BUFFER WATER TANK
rvrlLK cAN wA-s-llER (RQJ4BIL
VIILK INTAKE LINE
iVIILK SILO/COOLING TAI'IK
lvllLK WEIGHING SCALE
Rll COIvIPRESSOR

R22 HEAT EXCHANGER
SOLAR PA-NEL-
W,.\TER HEATER
WATER PRESSURE TANK

J NIELSEN/SCALEl. RONIC/EPSON

LANICO VA322

tvlETAL BOX

t lcocHR,{N 21379

!cocHRA
irerne e

i'rernn n

I

N K36-19

,AK TETRA CLASSIC

AK TE-IRA CI-ASSIC

STENHOJ /KA 66 BD

HIROSS /DENCO, \V('A-03

SABROE/CI\,1O-2J

VESTJYSK / VIVI :.\ SPEC

iACVADAi'J -iVIIDI /FLYGT AB
lHeruseN + FREDSCA,{RD

t-0
t---il
t,,

---.I
I

;+ill.- -lz

IN PLACE
IN PLACE
IN PLT\CE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PLACE
IN PL,.\CI:
IN PLACL:.
IN PL.-\CE
IN PLN CE
IN PL.A,CE

IN PLi\CE
IN PLACL,

IN PLACE
IN PLACE
IN PL.\CE
IN PLACE
IN Pt-ACE
IN PLACE
lN PL.\CE
IN PL,{CE
IN PI.ACE
IN PI-ACI:

T
I

,f

PLArE UEAI EIg!4Ngr]llUMa! -
REFRTGERATION-PLANT ___ __. I

-lHeNssN 
+ FREDSGAARD

- 
lr NtelseN,sc.qLETR()NIC/EPSo

leesrr-nc H-17-RK

IHENRY SOBY RV3 O

N

I

I

L

PASILAC/7336
IPL
ITOMA/TDA 650

FF LUFT KX5 I67'
AJVA A/S TYPE I()

H & F RVTIF
H&F
iro-x,r INDUSTRI IiK ()()0072

JN IOI

FRANCE
ROKA TIIERi\I
AR-CON
METRO-t(X)l
SILI'lORli()

)
I

I

I

2

i
+

I

I

I

I
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