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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

I. KEY ENTITY INFORMATION
BACKGROUN D IN FORMATION

The Agricultural Finance corporation (AFC), a wholly owned Government Development Finance
Institution (DFI), was established in 1963 initially as a subsidiary of the Land and Agricultural
Bank' In 1969, it was incorporated as a full - fledged flnancial institution under the Agricultural
Finance Corporation Act, Cap 323 of the laws of Kenya. It was then tasked in assisting in the
effective and peaceful transfer of land to indigenous farmers, as well as injecting new capital
to farm owners to spur development. After successful implementation of this task, AFC was
further reconstituted in 1969 to assume a wider mandate by taking over the functions of the
Land and Agricultural Bank of Kenya,

Today we remain the leading Development Financial institution mandated to provide credit for
the sole purpose of developing agriculture. This role is crucial given that Agriculture is the
mainstay of the Kenyan economy where B0o/o of the Kenyan population which is rural based
relies on agriculture as their main support system. The corporation is domiciled in Kenya and
has 47 numbers of branches in 35 counties,

INSTITUTIONAL MANDATE

The mandate of the Corporation is to assist in the development of Agriculture and agricultural
industries by making loans to farmers, co-operative societies, incorporated group
representatives, private companies, public bodies, local authorities and other persons engaging
in agriculture or agricultural industries.

PRINCIPAL ACTIVITIES
The corporation is primarily charged with the responsibility of providing credit facilities for the
sole purpose of developing agriculture. The Corporation has since inception been able to
discharge this responsibility through an expansive branch network, offering quality affordable,

accessible financial products and services tailored to meet diverse and exclusive needs of
Kenyan farmers.

J
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Agricultural Fi nance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

IKEY ENTITY INFORMATION (Continued)

Vision

"To be the Premier Agricultural Development Bank in Kenya."

Mission
..To provide sustainable financing through participative and collaborative financial and non-

fi nancial interuentions, innovations, technology and products-"

Core Values

To fulfill its mandate, pursue the Vision and accomplish its Mission, the AFC will be guided by

its core values of:

i) Customer Focus - We strive to put the customers' needs first and ensure we add

value in their lives;

ii) Integrity - We are committed to adhering to moral and ethical principles to ensure

efficiency in service delivery;

iii) Dedication - We are a responsible organization, committed to ensuring our intended

clients, staff and partners are well served and, that we have a lasting impact on

Kenya's agricultural sector;

iv) paftnerships and Teamwork - We are committed to teamwork within the

organization and partnering with different stakeholders in the market in the delivery of

our seruices;

v) Social Responsibility - We are committed to ensuring sustainability that

strengthens our business, our workforce and the communities where we operate

Page 2
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

BOARD OF DIRECTORS

The Directors who held office during the year and to the date of this report were as follows:-

Name

Hon. Franklin Bett, EGH

Hon. David Kiptanui Koros

Susan Wanjiru Karanja

Mr. John Musyoka Munywoki

Mr. Lucas Meso, MBS

Mr. Richard Krop

Mrs. Rosemary Munio

Hon. Steven Mutai

Mrs. Muringo Kimamo

CORPORATION SECRETARY

Mrs. Rose Ochanda

Development House,

Moi Avenue,

P.0 Box 30367 - 00100 GPO

Nairobi,

Kenya

Chairman

Member

Alternate to the Cabinet

Secretary

The National Treasury

Alternate to the Principal

Secretary Ministry of

Agricu ltu re-Livestock &

Fisheries

Managing Director

Member

Member

Member

Member

Appointment date

05-May-2019

14-Dec-2018

14-Dec-2018

14-Dec-2018

15-Sep-2018

14-Dec-2018

14-Dec-2018

14-Dec-2018

14-Dec-2018

Page 3
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

KEY ENTITY INFORMATION (Continued)

REGISTERED OFFICE

Development House,

Moi Avenue,

P.0 Box 30367 - 00100 GPO

Nairobi.

Kenya.

CORPORATE CONTACTS

I
I

HEADQUARTER
Development House,

Moi Avenue,

P.0 Box 30367 - 00100 GPO

Nairobi.

Kenya.

CORPORATE BANKERS

National Bank of Kenya Limited,

Harambee Avenue,

P.0 Box 41867 - 00100 GPO

Nairobi.

Kenya.

Kenya Commercial Bank Limited,

Moi Avenue,

P.O Box 30081 - 00100 GPO

Nairobi.

Kenya,

CONTACTS
Telephone: +254-020-3317199

E-mail: info@agrifinance.org

Website: www,agrifinance.org

Co-operative Bank of Kenya Limited,

Co-op House Branch,

P.0 Box 67881 - 00200 City Square

Nairobi.

Kenya.

Page 4
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

INDEPENDENT AUDITOR

The corporation's auditor in accordance with the public Audit Act, 2015 was:-

Auditor General,

Kenya National Audit Office,

P.0 Box 30084 - 00100 GpO

Nairobi.

Kenya.

PRINCIPAL LEGAT ADVISERS

The Attorney General,

State Law Office,

Harambee Avenue,

P.0, Box 40112 - 00200 City Square

Nairobi, Kenya.

l
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

BUSINESS HIGHLIGHTS
FIVE YEAR HISTORICAL PERFORMANCE - STATEMENT OF COMPREHENSIVE INCOME

Revenues
Interest Income:
Interest on Loans
Interest on Short Term

2018
KES'OOO

743,L84

20L7
KES'000

932,485

2015
KES'000

682,010

2015
KES'OOO

602,672

20t4
KES'000

526,987

221 52 108 374 113 438 tzl
647,994Total interest income 895,405 L,OO7,837 79o,384 7L6,LLO

Less: Interest expenses
Interest on Redeemable Loans
Rebate Interest

38,260 38,562 39,486 40,25t 40,306

243 4 339 3 154 721
43,O2740,503 40,631 43,825 43,4O5

Net interest income
Non-Interest income
Other Operating Income
Fee Income
Income from doubtful debts

854,902

92,753
L82,240

967,206

lL3,9t2
L82,557

746,559 672,705 604,967

277,852
225,952

1L4,499
226,99L

L25,754
219,749

549 r23 607 3 60 845 100 392 159

504,743824,116 903,912 sff,,649 ML,882Tota I Non-Interest i ncome
Total Revenues 18 18 11 208 1 1

Operating Expenses
Staff Cost
Board Expenses
Administration Costs
Depreciation & Amoftisation
Charqe for Doubtful Debts

(752,198)
(21,109)

(276,281)
(t42,054)
(208.786)

(737,510)
(24,40L)

(233,883)
(LL7,229)
G86.767)

(698,098)
(12,053)

(22L,077)
(72,283)
(58,083)

(587,097)
(15,920)

(2L2,296)
(68,133)
(24,836)

(647,575)
(11,755)

(t90,677)
(62,347)
(38,423)

Total 79

278.590 27L,328 249,6L4 206,305 158,933Profit before tax
Tax for the Year (157,285) o43,721) (67,933) (39,156) (52,198)

t

Profit for the t2 L27
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Agricultural Finance Corporation
Reports and Financial Statements

'For the year ended 30th June, 2019

Total interest income

790,384

Total Revenuevis Staff Cost

Net interest income

746,559

--- I,)ldl n ?s .GSlaff (ol

l,06,oq)
1,am,o@

1,6ff.O@

1,400,oo
1,2@,O@

1,06,O@

am,o(D

6(13.or,

400,ooo

2m,o@

2,(mpm
1.em,o(D
lFq),O(I)
1,{e,oc,
1.2m,o(D
1,O@p(I)

8m,o(D
6(I)p(I)
rr00p(I}

2(np(I)
o

2014 2015 2016 20t7 2018

Revenuevis Expenses

-Total Revenues 

-Total 
Expenses
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

FM YEAR HISTORICAL PERFORMANCE (Continued)

STATEMENT OF FINANCIAL POSITION
2018

KES.'000ASSETS:
Non-Current Assets
Property and Equipment
Intangible Assets
Deferred Tax Asset
Repossessed Farm Propefties
Net Loans to Customers

L,142,668
L04,731
588,975
259,t67

5,602,7L8

20L7
KES.',000

1,079,401
138,902
588,975
l37,gg5

4,896,792

2016
KES.'000

1,139,856
9,969

632,446
t37,995

4,2g4,Btt

2015
KES.'000

1,135,700
10,191

700,379
169,053

4,3t3,848

20L4
KES.'000

1,128,564
7,092

t73,66L
700,379

3,978,304
Total Non-Current Assets 7,698,259 6,842,065 6,2L5,O77 6,329,17L 5,988,000
Current Assets
Cash and Bank Balances
Shoft Term Deposits
Net Short Term Loans to
Customers
Trade and Other Receivables
Inventories

146,439
1,271,502

1,981,527
t49,028

3,591

130,833
t,1t7,576

109,218
712,498

l34,B7B
9t0,743

t66,946
1,023,453

t,863,232
600,215

L,937

2,538,219
61,611

1,063

2,269,144
L07,269

1,542

L,428,826
205,8L2

1,232
Total Current Assets 3,552,087 3,7L3,793 3,422,609 3,423,576 2,826,269

Total Assets 1L25O,346 10,555,858 9,637,686 9,752,747 8,814,269
EQUITY AND LIABILITIES
Equity and Reserues
Grants
Government Equity Capital
General Reserve
Revaluation Reserue

3,803,691
2,687,766
1,030,715

7B7,6tB

3,597,951
2,687,766

91t,278
787,618

2,856,476
2,687,766

783,67L
787,618

2,856,476
2,687,766

601,934
787,618

7,356,476
2,687,766

434,757
787,6t8

Total EquiW and Reserues 8,309,790 7

Page 8
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Agricultt ,..l Finance Corporation
Reports and Financial Statements

for the year ended 30th June, 2019

Non-Current Liabilities
Redeemable Government Loans

and Interest:

2018
KES.'000

20t7
KES.'000

2016
KES.'000

2015
KES.',000

20L4
KES.',000

950,270
901,573

1,034,819

83L,734
1,003,258

831,734
984,825
852,218

970,576
926,573

Funds
1,8661553 2 L,837,O43 L,897r!49 1rQ511843

Tota I Non-Current Liabilities
Current Liabilities
Payables
Trade and Other PaYables

Current Tax Payable
Current Accounts

503,136
242,85t
328,0t7

363,918
201,603
L70,732

389,221
225,403
70,482

6

567,419
283,894
70,482

9

385,543
278,940
3t,326

695,80974,OO4 736,253 685,112 92L,8O4Total Current Liabilities 110

7 686 9 7 747Total u and Liabilities 1
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

Growth in Asset Base
12,OOO,OOO

r0,000,0()0

Total Non-Current Assets

6,000,000

2,1)()o,ocn

()

9,0@,0m

8,0m,ooo

7,om,om

5,0m,om

5,Om,OrD

4,0m,000

3,om.om

2,0m,0m

1,O00,om

o

201 :, )01t

Total Equity and Reserves Total Non-Current Liabilities

t,

.2014 .2015 " 2016 .2017 .2018

Page 10
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a a

B,3og,7go 6,266,6t7

1.834,992

1,837,043

1,851,866,553 841 3

1,897 149--T 6,933,794
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

IT. THE BOARD OF DIRECTORS

Hon. Franklin Kipng'etich Bett is a career civil servant with

over thifi five years of service in the Government of Kenya. He

has serued in the Ministry of Finance for over 10 years rising to

the position of undersecretary. He also served as The

Comptroller of State House, the Permanent Secretary in the

Ministry of Environment, the Kenya High Commissioner to

Australia, a nominated and an elected Member of parliament,

Chair of the Parliamentary Select Committee on Agriculture,

Lands and Natural Resources and a Cabinet Minister. He holds a Bachelor of Commerce

(Accounting) degree from The University of Nairobi.

Mr. Henry K. Rotich is the Cabinet Secretary for The National

Treasury. Prior to his appointment, Rotich was the Head of

Macroeconomics at the Treasury, Ministry of Finance, since March

2006. Under this capacity he was involved in the formuration of

macroeconomic policies that ensured an affordable and sustainable

path of public spending aimed at achieving the Government,s

development priorities. In addition, he was also involved in the

preparation of key budget documents including the Budget Statements, as well as providing

strategic coordination of structural reforms in the area of fiscal management and financial

sector,

Prior to joining the Ministry of Finance, Mr. Rotich worked at the Research Department of the

Central Bank of Kenya since 1994. Between, the years 2001-2004, he was attached to the

International Monetary Fund (lMF) local office in Nairobi to work as an economist. He was also

a Director of several Boards of State Corporations.

I
Ifl
E
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECTORS (Continued)

Prof. Hamadi Iddi Boga, is the Principal Secretary State

Depaftment for Agricultural Research and Acting Principal

Secretary, State Depaftment for Crop Development. He is an

accomplished scholar, researcher and administrator. Before

joining the Ministry he was a Professor of Microbiology at Jomo

Kenyatta University of Agriculture and Technology (JKUAT) was

the Acting Vice Chancellor of Taita Taveta University since 7th

gctober 2016. He has a BSc in Botany and Zoology (First Class Honors) and MSc in Botany

(Microbiology) from Kenyatta University in Kenya, PhD in Microbial Ecology and Microbiology

from University of Konstanz, Germany and a Post-Doctoral Research stay at the Max Planck

Institute for Terrestrial Microbiology in Marburg, Germany, He is also a Humboldt Fellow and

was from 2010-2015 the Humboldt Ambassador Scientist for Kenya,

Boga has previously, held various administrative positions in JKUAT including Chairman of

Botany Department (2002-2004), Director of Institute of Biotechnology Research (2005), Dean

of Faculty of Science (2007) and Principal of JKUAT Taita Taveta Campus in Voi (2007 to

ZOtz), From 2012-2016 he was the Principal of Taita Taveta University College.

He has an extensive international and local neWvork of scientiflc engagements and

collaborations. He is a board member of ICPE, ICRAF among others. He was a Board Member

of the World Federation of Culture Collections (www.wfcc.orgX2010-2013). He was the

Secretary of the African German Network of Excellence in Science (AGNES) (2013-2016), the

Secretary (2002-2006) and later Chairman (2008-2010) of the Kenya German Scholars

Association (KDSA)

Boga has over 66 scientific publications in International Journals, has superuised over 14 PhD

and 31 MSc students. He is an active researcher with active international collaborations. Has a

strong track record of fundraising for research. He has wide experience in Management and

strategic planning.

I
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECIORS (Continued)

At the Ministry, he is currently steering strategic policy transformation in the sector and has

passion for embracing technology, innovations and digitalization to ensure informed and

evidence based decision making and planning.

Mr. Lucas Meso is the Managing Director of the Agricultural

Finance Corporation. Mr. Meso's experience spans over 20 years in

senior management positions in the banking sector. He previously

worked for the Central Bank of Kenya, East African Development

Bank, Commercial Bank of Africa and the Co-operative Bank of

Kenya, In recognition of his role in the development of Agri-

business, Mr. Meso was honoured with a Presidential National

Decoration Award, Moran of the Order of the Burning Spear (MBS).

He has also made outstanding contributions in economic development in the country. As the

AFC team leader, Mr, Meso visualizes transforming the Corporation into a premier class,

customer focused agricultural financing outfit where value to stakeholders takes precedence.

He envisages a Corporation with extensive seruice outreach and meaningful impact to the

Kenyan agricultural economy. He holds a Master Degree in Business Administration specializing

in Strategic Management from Maastricht (MSM)/Esami and a Bachelor of Science Degree in

Financial Seruices from the University of Manchester. He is an associate of the Chaftered

Institute of Bankers (ACIB) UK, a fellow of the IFS School of Finance (FIFS) and a graduate

of Advanced Management Program, Strathmore University in collaboration with IESE Business

School, Barcelona - Spain.

Page 13
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECTORS (Continued)

Mr. Richard Krop Mr. Richard Krop has extensive expertise

and experience in program management, strategic paftnerships

and resource mobilization garnered in the past 13 years having

worked with Civil Society Organizations and most recently in

Government Agencies for the last B Years. He is the Director of

Masol Properties & Investments Ltd, Bendera Contractors and

Creative Kenya Communications Ltd.

He is vastly experienced in monitoring and evaluation, peace building, conflict management,

education and sports development. His other areas of expertise include fundraising; grant

proposal writing, developing donor fund planning and report policies and financial

administration. Mr. Krop is pursuing a PhD in Entrepreneurship and Small Business

Development, a holder of MBA Strategic Management and BA Commerce, Human Resources

Option from the University of Nairobi. He is also a member of Institute of Human Resource

Management (IHRM) and Kenya Institute of Management (KIM)

Hon. David Koros has previously worked in the Administration

Department at Moi University, Between the year 2002 and 2007,

he was the elected Member of Parliament for Eldoret south

Constituency, being a member of the Health and Powers and

Privilege Committees. He has been on the Board of Directors of

East African Portland Cement. Mr. Koros holds Bachelor of Arts

Degree with a Major in Political Science and a Minor in

Economics from Kanpur University, India. He has a Diploma in Public Advertising Management,

Marketing Organization, Office Administration, Human Relation and Industrial Psychology and

Computer Programming.

IH
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECTORS (Continued)

Ms. Susan Wanjiru is an Alternate Director representing the

Cabinet Secretary, National Treasury, since 2015. She also serues as

an Alternate Director in the National Construction Authority Board of

Directors.

Her experience spans over 34 years in Public Senyice. She has

serued in the Ministry of Finance rising to the position of Senior

Assistant Director Investment responsi ble for general administration

and management of the unit, implementing and reviewing investment policies, developing

financial guidelines covering the operations of State Corporations, formulating proposals for

reforms of Government investments and appraising State Corporations programs and capital

projects.

She holds a Master's Degree in Business Administration from the Eastern and Southern African

Management Institute (ESAMI), a Post graduate Diploma in Corporate Governance and a

Bachelor of Commerce - Finance and Accounting from the University of Nagpur, She is a

Certified Investment & Financial Analyst and a member of the Institute of Directors Kenya,

Hon. Steven Kipkoech is a health expert and consultant. He has

been in leadership position in the Bomet County. He is involved in

various secondary school boards and churches. Currently he is the

Director AGC Investment.

Hon. Kipkoech holds an MBA in Finance from Shahu College

(Kolhapur University) and Bachelor of Commerce from Kolhapur

Shivaji University (lndia). He also holds Diploma in Finance and

Banking from India Institute of Management,

Page 15
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECTORS (Continued)

Mrs. Rosemary Munio has extensive expertise and experience

in consultancy with proficiency in strategic result based

management and logical framework analysis. She has worked

for over 20 years in various Non-Governmental Organizations

(local and International) and for the government as a social

development officer. Currently she is an independent

development consultant.

She is a holder of an Executive MBA in Strategic Management from Moi University and BA in

Social Works from University of Nairobi. She also holds the following Certificates of local

Capacity in disaster preparedness and management, communication training program, conflict

management course, gender responsive planning programming and management training,

result based management.

Mrs. Muringo Kimamo is a career Human Resource professional

with a wealth of experience for over 34 years in private sector,

Currently a church chairperson of the Human Resource working

Committee. She has participated in developing and implementing

Human Resource Strategy, performance management, industrial

relations including Collective Bargaining Agreement Negotiations,

safety and health programs and staff pension scheme.

she holds a Bachelor of Arts degree from university of Nairobi.

ffi
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

THE BOARD OF DIRECTORS (Continued)

Mr. John Musyoka Munywoki is an Alternate Director

representing the Principle Secretary Ministry of Agriculture,

Livestock Fisheries and Irrigation, State Depaftment for Crops

Development. His experience spans over 15 years in Public

Service, He has served in various capacities at the Ministry of

Finance, State House, Ministry of Medical Services, Ministry of

of Devolution and Planning, Ministry of Interior and Coordination of National Government,

Ministry of Lands and Physical Planning and currently in the Ministry of Agriculture, Livestock

Fisheries and Irrigation.

He is the Senior Chief Finance Officer heading the finance unit, assists the accounting officer

to offer strategic leadership in financial matters of the Ministry, coordinates budget planning

and preparation, budget execution and implementation, expenditure control and

commitments, chair budget implementation committee and advises the Ministry on prudent

Public Financial Management. Mr. Munywoki holds a Master of Business Administration

(Finance) and a Bachelor of Commerce (Accounting option) from Kenyatta University,

Mrs. Rose Ochanda is the Corporation Secretary and Chief

Manager Legal Seruices. She has serued in various positions in

State Corporations such as the Kenya Industrial Estates Limited

and the Kenya Bureau of Standards as the Company Secretary

and Chief Legal Officer respectively. She has also practiced as

an Advocate in private with a focus on litigation, commercial and

conveyance law.

She is a holder of a Master in Business Administration Degree in

Strategic Management and LLB (Hons) Degrees from the University of Nairobi

E
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III. MANAGEMENT TEAM

Mrc. Rose Ochanda
Corporation SecretarY
& Chief Manager Legal
Semices

private with a focus on litigation, commercial and conveyance law.

She is a holder of a Master in Business Administration Degree in

Mr. Meso is the Managing Director of the Agricultural Finance

Corporation. Mr. Meso's experience spans over 20 years in senior

management positions in the banking sector. He previously worked

for the Central Bank of Kenya, East African Development Bank,

Commercial Bank of Africa and the Co-operative Bank of Kenya. In

Mr. Lucas Meso, MBS recognition of his role in the development of Agri-business, Mr.

Manasing Director 
Meso was honoured with a Presidential National Decoration Award,

Moran of the Order of the Burning Spear (MBS). He has also made outstanding contributions

in economic development in the country. As the AFC team leader, Mr. Meso visualizes

transforming the Corporation into a premier class, customer focused agricultural financing

outfit where value to stakeholders takes precedence. He envisages a Corporation with

extensive service outreach and meaningful impact to the Kenyan agricultural economy.

He holds a Master Degree in Business Administration specializing in Strategic Management

from Maastricht (MSM)/Esami and a Bachelor of Science Degree in Financial Seruices from the

University of Manchester. He is an associate of the Chartered Institute of Bankers (ACIB) UK, a

fellow of the IFS School of Finance (FIFS) and a graduate of Advanced Management Program,

Strathmore University in collaboration with IESE Business School, Barcelona - Spain,

Mrs. Ochanda is the Corporation Secretary and Chief Manager

Legal Services. She has serued in various positions in State

Corporations such as the Kenya Industrial Estates Limited and the

Kenya Bureau of Standards as the Company Secretary and Chief

Legal Officer respectively. She has also practiced as an Advocate in
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MANAGEMENT TEAM (Continued)
Strategic Management and LLB (Hons) Degrees from the University of Nairobi.

Mrs. Omukaga is a career banker, a strategist and an

accountant with immense experience in institutional

transformation from the financial sector

She has 16 years of management and leadership experience

having serued as a General Manager as well as held management

positions at KWFT, Family Bank, price Water House Coopers

Mrs. Mitticent omukaga (PwC), Kenya Commercial Bank, commission for Higher
Head of Operations Education and AFRACA.

Millicent is also a Certified Microfinance Trainer of Trainers for the World Bank TDLC and has

seryed as the Local Consultant/Trainer for Sida's private sector development ITP in East Africa.

She holds a Bachelor of Commerce degree and a Master of Business Administration (both from

the University of Nairobi), she is currently pursuing her PhD in Development Studies at

Erasmus University of Rotterdam. She is a Certified Public Accountant of Kenya, Certified

Internal Auditor and holds a postgraduate ceftificate in Strategy and Change Management

from the Haruard Business School, USA,

cPA Akeno is an accomplished finance professional with extensive

public service experience spanning over 30 years having previously

worked for the Ministry of Agriculture and the Kenya Tea

Development Authority (lfiDA). He has vast experience in financial

accounting and management, corporate finance, financial systems

CPA Tom O, Akeno
General ltlanager -
Finance

implementation and Co-operative's management. Since joining the

Corporation as an Accountant in 1995, he has risen through the

!21!
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MANAGEMENT TEAM (Continued)
ranks of Senior Accountant, Assistant Chief Accountant, Chief Accountant and currently is the

General Manager Finance. He is also the Chairperson of AFC Staff Pension Schemes, Ufanisi

Savings and Credit Co-operative Society and Ufa Housing Co-operative Society,

He holds a Master Degree in Business Administration specializing in Finance from the

University of Nairobi and a Bachelor of Business Administration Degree in Accounting and

Finance from the Kenya Methodist University. Akeno is a Certified Public Accountant and a

member of good standing of the Institute of Certified Public Accountant of Kenya (ICPAK).

Mn K. W. C. Tallam
General Manager Human
Resources

Mr. Tallam is the General Manager Human Resources and

Administration. He is a career Human Resource Professional

having worked in the Human Resource Department of the

Corporation for over 30 years rising from the position of Personnel

officer, Senior Personnel Officer, Principal Personnel Officer and

Human Resources Manager. He is also a Trustee of the AFC Staff

Pension Scheme. He holds a B.Sc (Business Administration) Degree

from the United states International University (uslu) and a

Diploma in Business Administration.

\'-,.d.,
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MANAGEMENT TEAM (Continued)

Mr. olilo is an accomplished IT Specialist with over 16 years of

\ experience in the field of ICT. He has previously worked at rhe
i Regional centre for Mapping of Resources where he was able to

I, implement various applications that are currenily being used to

,,' serue RCMRD's member countries. Daniel is a holder of a

Bachelor of science in computer studies, University of

Mn Daniel o. olito Sunderland. He is currently pursuing a Master of Business
Head orrcr 

Administration from Jomo Kenyatta university of Agriculture and

Technology (JKUAT). Daniel's areas of interest include Systems development, open source

applications, social organization applications and systems integration.

Mr. Echoka is an agribusiness specialist with over 30

years'experience working with farmers in the agricultural

sector. He is also an experienced trainer on agriculture

finance. He has successfully overseen pilot implementation

of an innovative Information Technology based product

targeting financial inclusiveness for smallhorder farmers in

Mn Jackson opati Echoka the Corporation'
Head of Risk Unit
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Ms, Anasbsia Wachira
Head of Loan Recoveries

Ms. Pauline Kathambana
Manager - CorPorate
Communications

Ms. Wachira has a wealth of experience in credit having

participated in formulation of various credit policies in

Barclays. She is a career Banker having worked with

Barclays Bank of Kenya Ltd for nine years in various

depaftments including Compliance, Retail Credit Unit and

Credit Operations. Ms. Wachira's areas of interest include

Finance, Credit and Risk analysis and the real estate

market.

Ms. Kathambana is a communications specialist with 20

years, experience in corporate communications, internal

communications and brand strategy' She has previously

worked for the East African Development Bank and the

Kenya Power, and has been a consultant to organisations

such as the Water and Sanitation Program (WSP) of the

world Bank, the Nonruegian Fund for Developing countries

(NORFUND) and the Anglo-American School, Moscow' In

addition she is an accomplished facilitator and trainer.

MANAGEMENT TEAM (Continued)

He holds a Master of Science degree in Agricultural and Applied Economics from the

University of Nairobi in collaboration with University of Pretoria, and currently

pursuing Doctor of Philosophy (PhD) in Agriculture at the University of Nairobi.

Ms. Wachira is a holder of a Bachelor of Commerce (Finance & Banking) from

Egerton University. She is currently finalizing her Master of Commerce (MCOM) at

Strath more U niversitY.
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MANAGEMENT TEAM (Continued)

She holds a Master of Afts degree in International Studies from the University of

Nairobi and a Bachelors of Education from Kenyatta University, Kenya. She is a

member of the Public Relations Society of Kenya.

Ms. Wanjiru is a procurement professional having worked in

Procurement Depaftment for 15 years.

She holds a Bachelor of Business Administration
I Entrepreneurship Option from the Kenya Methodist

, University, and currently finalizing her MBA - Finance at

Kenyatta University.

MS. Margaret wanjiru Margaret also holds an Advance Diploma of Chartered
Muiruri
Headof procurement Institute of Purchasing and Supplies, (CIPS) (UK) and a

Diploma in Business Management of Kenya Institute of

Management, (KIM). She is an Associate Member of both Kenya Institute of Supplies

Management (KISM) and Chaftered Institute of Purchasing and Supplies (CIPS) (UK).

She has undeftaken several shoft courses locally on Procurement and Leadership at

Kenya Institute of Supplies Management (KISM), Strathmore Business School and

Kenya School of Government.

H
I
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MANAGEMENT TEAM (Continued)

Mrs. Suge has over 10 years' experience in

Accounting, Auditing & Risk Management from both the Private

and Public Sectors. She holds a Master of Business

I Administration in Finance-(Kenyatta University) and a Bachelor of

Commerce in Accounting (Daystar University). She is also a

i' 
certified Public Accountant (CPAK) and is currently pursuing

certification in the Certified Information Systems Auditor (CISA)

Betty is member of the Institute of Certified Public Accountants (ICPAK) as well as the

Institute of Internal Auditors (llA)

She has undertaken international courses, among them the Fraud Investigation and Prevention

as well as an Anti- CorruPtion.
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IV. CHAIRMAN'SSTATEMENT

General Overuiew

The Corporation delivered on its promises for 20t812019 financial year on the back

of a sustained and managed lending strategy, coupled with the step change in our

digital platform. My assessment of the Corporation performance is good and within

the overall budget.

At the beginning of the year, the Corporation rolled out a strategy whose core

ambition is alignment to the Government's Medium Term Development Priorities,

Constitution of Kenya, The Vision 2030, The Agricultural Sector Development Strategy,

The Third Medium Term Plan and the "Big Four" Agenda.

We anticipate fufther groMh following the recent integration of the Corporation's

core banking system with the FITNES system, which will enable the Corporation to

take advantage of emerging shifts in digital technology and pursue the opportunities

that it offers. We now have one of the most advanced core banking platforms and,

through this, we hope to offer innovative new products and superior customer

experience. The Board is keen to suppoft innovation. We shall continue to prioritize

investments in technology to ensure that we meet our customers' needs and offer

exceptional value and service.

Financial Peformance

The 2019 financial results show total revenue reduced by 13% to KES 1.5 billion

(2018 - KES 1.7 billion). This was majorly informed by a decrease in collections from

Non-peforming loans. Our pretax profit went up from KES. 278 million recorded in

previous year to KES. 313 million, reflecting a slight increase of l3o/o. Interest on

loans also went up by 5% from KES 743 million to KES 779 million due to increase in

loan disbursements.
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CHAIRMAN'S STATEM ENT (Continued)

The Corporation operated within the approved budget on staff and general

administration expenses. A total of KES 1.2 billion was spent, compared to KES 1.4

billion lastyear. Our asset base also grew slightly from KES. 11.3 billion to KES. 11.6

billion as a result of budgetary suppoft of KES 300 million and growth in our general

reserves due to retention of surplus.

Looking ahead

We expect higher growth and new opportunities in 20t9, driven by renewed investor

confidence and a rebound in the economies. The flnancial sector in which the

Corporation operates is expected to grow in tandem and therefore, we are optimistic

we will maintain our positive growth trajectory.

As a Board, we appreciate the invaluable efforts by the management in ensuring that

the Corporation remains a key pillar in the financing of agriculture. Our clients and

stakeholders have extended to us unwavering suppoft and we are grateful to them

too. I would also like to record my appreciation to my fellow Board members for

providing strategic guidance to the running of the business. However, we cannot rest

on our laurels; there is more work to do if we are to reach our stated ambition of

being a preferred financial institution for development of agriculture over the coming

two to three Years.

a f,

Hon. Fra
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V. MANAGING DIRECTOR'S STATEMENT

In 2019, the Corporation launched its 2018-2022 strategy which aimed to support its

next phase of growth and leadership positioning after successfully concluding its five-
year strategic plan. This strategic plan (2018-2022) is aligned to the Government,s

Medium Term Development Priorities, as well as the Constitution of Kenya, The Vision

2030, The Agricultural Sector Development Strategy (ASDS) 2OLO-ZO2O, The Third
Medium Term Plan (MTP) 2018-2022, The "Big Four" Agenda, The sustainable

Development Goals (SDGs) and The Africa's Agenda 2063. The Strategy focuses on six

key Strategic Areas, namely, Enhancement of Government Collaboration to realize

achievement on the Big Four Agenda; Driving Financial Inclusion in the Agricultural

Sector; The Development of a Wholesale Lending Model to de-risk and catalyze

Private Sector agricultural financing; Diversification of funding sources to ensure

organizational sustainability and reduce single source funding dependencies;

Optimization of the business model and accordingly enhance operational efficiencies

to realize cost savings and Enhance Governance & Management Framework.

During the year under review, the Corporation continued to strengthen its position as

a preferred agricultural financier through signing of a number of significant
paftnerships. The Corporation partnered with United Nations Women and the
Government in the launch of Micro Finance Ride-on Access Window (MRAW), Women

Affirmative Access Window (WAAW) and Co-operative Ride-on Access Window

(CRAW) products Risk sharing Fund and Enable youth programme.

Delivering for Customers

During this financial year, the Corporation's net loan portfolio increased by Bolo up

from KES. 7.6 billion to KES. 8.2 billion. The Corporation intends to reach more

clients through mobile loan application to be launched in the coming year as
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MANAGING DIRECTOR'S STATEMENT (Continued)

Investments in digital platforms remains a key priority for the business and a key

lever through which we will drive customer convenience.

Financial review

When we take a quick preview of how we performed during the year, you will

observe that the profit after tax grew to KES 313.1 million up from KES. 278.6

million. The Corporation continued with cost containment initiatives which were

reflected by an expenditure of KES. 1,153 million compared to the budgeted amount

of KES. 1,400 million yielding cost savings of 18%. The Corporation's asset base

increased to KES 11.6 billion compared to KES.11.3 billion recorded the previous year

which represents a grow of 3o/o.

During the twelve months period, loans wofth KES 3.6 billion were disbursed

compared to KES. 3.38 billion in the previous period. On the other hand a total of

KES.3.5 billion was collected compared to KES.3.9 billion in the previous year' The

net loan portfolio increased from KES.7.6 billion in 2018 to KES.B.3 billion in the

current period representing an increase of 9o/o. This was largely informed by the

growth in medium and short term loans advanced on implementation of the MRAW,

CRAW and wAAW products during the period under review.

This positive peformance is a reflection of the business model that we employed to

serue our customers, a highly motivated staff, a visionary Board and continued

suppoft from the Government.

The oppoftunitY ahead of us

The Government of Kenya has identifled four pillars which economic growth will

hinge on i.e: affordable housing, universal healthcare, food security and

manufacturing. In view of its mandate, AFC has a significant role to play in the
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MANAGING DIRECTOR'S STATEMENT (Continued)

realization of the Government objectives in two of the Big Four, namely Food

Security and Manufacturing. This will be achieved through,

. Partnerships with all credit providing Government institutions.

. The Corporation will also establish product lines which will contribute to

the achievement of the Big Four Agenda.

Having addressed the milestones and the plans we have in place, the common

denominator remains the staff using resources to deliver products and seruices to

our customers. I have had an opportunity to interact with numerous staff and met

many customers as paft of my duties: I wish to thank all our staff and customers for
their engagement with the Corporation. I'm not only confident but also excited at

what the future holds for the Corporation. I call upon your continued support to
elevate the overall contribution and impact the corporation makes.

I sincerely thank the Chairman and the entire Board of Directors who have provided

policy guidance and direction to the management during the year under review.

rLlo**
Lucas Mesb, MBS

MANAGING DIRECTOR
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VI. CORPORATEGOVERNANCESTATEMENT

Code of Conduct

It is of major impoftance to the Corporation that its leaders create a "tone at the

top" and a corporate culture that promotes ethical conduct on management and

employees. This is facilitated through quality corporate leadership, set by the Board

of Directors and senior management. To this effect, the Corporation's resources are

only to be used to conduct its business or for purposes authorized by management.

Any act by a member of the Board of Directors or Management that involves theft,

fraud, unauthorized disclosure, embezzlement, or misappropriation of any propefi is

prohibited. Each member of the Board of Director or Management is responsible for

the assets under their control. Each Director must follow security procedures to

protect assets and must be aleft to situations that could lead to loss or misuse of

assets.

Board Responsibilities

The Board of Directors is responsible for providing overall policy and leadership to

the Corporation and is accountable to the Government of Kenya. The Board's duties

and responsibilities include:

Fiduciary resPonsibilitY

The Board of Directors has a fiduciary responsibility to care for the finances and

resources of the Corporation. They must act in good faith and with a reasonable

degree of care, and they must not have any conflicts of interest. That is, the

interests of the Corporation must take precedence over personal interests of

individual Board members.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Mission and Vision of the Corporation:

The Board of Directors are responsible for setting the mission of the Corporation and

ensuring that all actions further that mission. The Board can change the mission, but

only after careful deliberation.

Oversight

The Board of Directors does not participate in day-to-day decision-making of the

Corporation; instead, they set overall policy, based on the corporate mission and

vision, and they exercise an oversight function, reviewing the actions of

management. The Board puts in place appropriate policies, systems and structures

for the successful implementation of policy.

The Board of Directors establishes and maintains the Corporation's overall systems of
planning, accounting and internal controls that facilitate prudent risk assessment and

management.

The Board of Directors sets policy guidelines for management and ensures

competent management of the business including the selection, superuision and

remuneration of Senior Management.

Board Meetings

An annual plan of scheduled Board meetings is prepared each year by the

Corporation Secretary, including meetings for the Board committees. The full Board

meets at least four times a year and special meetings may be convened when need

arises. Guidelines are in place concerning the content, presentation and delivery of

papers for each Board meeting to ensure that Directors have adequate information

and sufficient time for appropriate briefing ahead of each meeting.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Board Chairman and Managing Director

The roles and responsibilities of the Chairman of the Board and the Managing

Director are distinct and separate. The Chairman provides overall leadership to the

Board in line with principles of collective responsibility for Board decisions. The

Managing Director is responsible to the Board and takes charge of executive

management and efficient running of the Corporation on a day-to-day basis.

The Board has delegated to the Managing Director authority to implement Board

decisions with assistance of the Management team which the Managing Director is

the team leader.

Board Peformance Evaluation

The Board is responsible for ensuring that an evaluation of their performance and

that of committees and individual directors are carried out each year. This involves a

self-review of the Board's capacity, functionality and effectiveness of peformance

against its set objectives. Evaluation enables directors to suggest how Board

procedures may be improved by assessing strengths and weaknesses and addressing

its balance of skills, knowledge and experience. This is done by the GOK Performance

contract on the KPI of the respective Board members.

Internal Control

The Board has collective responsibility for establishment and management of

appropriate systems of internal control and for reviewing their effectiveness. The

system of internal control in place has defined procedures with operational and

financial controls to ensure that assets are safeguarded, transactions authorized and

recorded properly, and that material errors and misstatements are either prevented

or detected within a reasonable period of time.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Internal assurance is carried out by an independent Internal Audit Depaftment that

repofts to the Board Audit Committee and provides confirmation that the

Corporations standards, policies and procedures as set by the Board are being

complied with.

Conflict of Interest

The Corporation's policy provides that Directors, their immediate families and

companies where they have interests in, only do business with the Corporation at

arm's length.

Where a matter concerning the Corporation may result in a conflict of interest, the

Director is obliged to declare the same and exclude themselves from any discussion

or vote over the matter in question.

Board Committees

To enhance the breadth and depth of achieving Board responsibilities, the Board has

delegated authority to various committees although the Board retains ultimate

collective accountability for performance and corporate governance. Committees of

the Board are as follows:

. Audit Committee

. Finance and Business Development Committee

. Credit and Risk Committee

. Human Resource Committee
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CORPORATE GOVERNANCE STATEMENT (Continued)

Audit Committee

The committee is mandated to raise the standards of corporate governance by

reviewing the quality and effectiveness of the internal control systems, the internal

and external audit functions and the quality of financial repofting. In addition to

advising the Board on best practice, the committee also monitors management's

compliance with relevant legislations, regulations and guidelines as well as the

Corporation's laid down policies and procedures.

The committee has direct access to the Internal Audit function, the Company

Secretary and the external auditors. During the year the committee received and

reviewed the findings of the internal and external audit reports and management's

action to address them.

Finance and Business Development Committee

The committee is mandated to review and make recommendations on the

Corporation's financial and accounting policies, the Corporation's Annual Budget,

quarterly and annual financial statements and the annual procurement plan. The

committee also reviews the implementation of the Strategic plan and monitors the

performance contract of the Corporation and the Government.

Human Resource Committee

The committee is mandated to formulate staff policies and procedures and ensure an

adequately staffed and professionally managed human resource. The committee

assists the Board in discharging its corporate governance role by reviewing staffing

needs of the Corporation, appoints senior management staff, reviews training needs

and undertake disciplinary measures as per the staff policies.
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CORPORATE GOVERNANCE STATEMENT (Continued)

Credit and Risk Committee

The Committee is mandated to review the oversight of the overall lending policy of

the Corporation and deliberate and consider loan applications beyond the credit

discretion limits set for management. The committee also reviews and considers all

issues that may materially impact the present and future quality of the Corporation's

credit risk management function as well as the quality of the loan portfolio and

ensure adequate provisions for doubtful debts are maintained in line with the best

practice and prudential guidelines.

The committee is also responsible for overseeing the implementation of the

Corporation's risk management framework to ensure that all existing and potential

significant risks are identified and effectively managed.
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VII. MANAGEMENT DISCUSSION AND ANALYSIS

Financial Risk Management

In the financial seruices sector, sustainable growth in profitability involves selectively

taking and managing risks. The Corporation's goal is to earn, on behalf of the

Government, an optimal, stable and sustainable rate of return for every shilling of

risk it takes, while continually investing in our business to meet our future growth

objectives. The risk management resources and processes are designed to identify,

understand, measure and repoft risks that the Corporation's businesses are exposed

to, and develop governance, controls, and risk management frameworks necessary

to mitigate these risks as appropriate. These resources and processes are

strengthened by the Corporation's culture which emphasizes transparency,

accountability and responsibility for managing the risks we are exposed to.

Risk is defined as an event or events of unceftainty which can be caused by internal

or external factors resulting in the possibility of losses (downside risk). However, the

Corporation appreciates that some risk events may result into oppoftunities (upside

risk) and should therefore be actively sought and exploited.

The Corporation operates in an environment of numerous risks as shown

below that may cause financial and non-financial results to differ significantly

from the expected outcomes. The Corporation has an enterprise-wide

approach to the identification, measurement, monitoring and management of

risks faced across the country.

a
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

a) Credit Risk

Credit risk is the potential for loss due to the Corporation's clients' failure or

unwillingness to meet their contractual credit obligation. It's the single largest risk

that the Corporation faces. This arises principally from the loans and advances given

to our clients. The amounts presented in these financial statements are net of

impairment allowances based on prudent assessment of clients'abilities to meet their

contractual obligations.

To facilitate the day to day management of credit risk, there is an independent risk

department based in Head Office charged with responsibility of referencing our

clients before advancement of loans to assess their credit worthiness.

The Corporation writes off a loan balance as and when the Credit Committee

determines that the loans are uncollectible. This determination is reached after

considering information such as the occurrence of significant changes in the

borrower's financial position such that the borrower can no longer pay the obligation

or that proceeds from collateral will not be sufficient to pay back the entire exposure.

b) Liquidity and Funding Risk

Liquidity risk is the potential for loss to an institution arising from either its inability to

meet its obligation when they fall due or to fund increases in asset without incurring

unacceptable costs or losses. Effective liquidity risk management is essential in order

to maintain the confidence of the Corporations financers & partners and to enable

our core business to continue operating even under adverse liquidity circumstances.

The Corporation has established the Asset and Liabilities Committee (ALCO) that is

tasked with the responsibility of ensuring that all foreseeable funding and

commitments are met when they fall due and that the Corporation will not encounter

difficulties in meeting its obligations or financial liabilities as they fall due.

Page 37



Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

c) Market Risk

Market risk is the risk that the values of assets and liabilities or revenues will be

adversely affected by changes in market conditions or market movements. The

objective of market risk management programs is to manage and control market risk

exposures in order to optimize return on risk taken while maintaining a good market

profile as a provider of agricultural financial products and seruices.

d) Capital Management

The Corporation's objectives when managing capital are:

o To safeguard the Corporation's ability to continue as a going concern in order

to provide acceptable returns to the shareholder and benefits for other

stakeholders while maintaining an optimal capital structure.

. To comply with capital requirements set by regulators within the markets that

the Corporation oPerates in.

o To maintain a strong capital base to support continued business development.

. To create an acceptable buffer catering for unexpected losses that the

Corporation may incur in adverse market scenarios during the course of its

business.

. To manage its capital structure and make adjustments to it according to

changes in economic conditions and the risk characteristics of its activities.

e) Operational Risk

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

causes associated with the Corporation's processes, personnel, technology and

infrastructure and from external factors other than credit, market and liquidity risks

such as those arising from legal and regulatory requirements and generally accepted
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

standards of corporate behavior. Operational risks arise from all of the Corporation's

operations and are faced by all business units.

The Corporation's objective is to manage operational risk so as to balance the

avoidance of financial losses and damage to the Corporation's reputation with overall

cost effectiveness and to avoid control procedures that restrict initiative and

creativity.

The primary responsibility for the development and implementation of controls to

address operational risk is assigned to senior management within each business unit.

This responsibility is suppofted by the development of overall Corporation standards

for the management of operational risk in the following areas:-

. Requirements for appropriate segregation of duties, including the independent

authorization of transactions.

. Requirements for the reconciliation and monitoring of transactions.

. Compliance with regulatory and other legal requirements.

. Documentation of controls and procedures.

. Requirements for the yearly assessment of operational risks faced and the

adequacy of controls and procedures to address the risks identified.

. Requirements for the repofting of operational losses and proposed remedial

action.

. Development of contingency plans.

. Training and professional development.

. Ethical and business standards.

. Risk mitigation, including insurance where this is effective.

Compliance with Corporation's standards is supported by a program of regular

reviews undeftaken by both the Internal Audit and Compliance & Control Section.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

The results of internal audit reviews are discussed with the management of the

business unit to which they relate, with summaries submitted to the senior

management of the Corporation and the Board Audit Committee.

f) Strategic Risk

The Corporation defines strategic risk as the potential for loss arising from ineffective

business strategies, improper implementation of those strategies, sudden unexpected

changes in its operating environments, or from lack of adequate responsiveness to

changes in those specific business environments. The Corporation faces several

strategic risks from its environment which include:

. Macro-economic changes;

. Competition from the financial industry, and organisations providing similar

seruices;

. Technological changes;

. Key legislative and regulatory changes;

. Major political events; and

. Human capital or sociaUdemographic trends and changes

The institution carries out regular business performance reviews periodically, but at a

minimum on a quarterly basis against. It peforms regular industry strengths,

weaknesses, oppoftunities and threats (SWOT); and peer analysis reviews and

reports those. The reviews are regularly repofted to the Board of Directors for

information and advice, or action where significant deviations occur. The repofts

include identiflcation of key risks being faced, and how they are being managed to

be within apProved aPPetite.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

g) Reputational Risk

Current or potential loss to earnings and / or capital arising from damage or

deterioration of the Corporation's reputation or standing due to negative perception

of its image or its business practices amongst customers, counterpafties,

shareholders, regulatory authorities and other stakeholders, whether true or not.

When all other risks are managed well, this risk is substantially minimized.

Senior management and the Board of Directors receive periodic repofts on the

assessment of the Corporation's reputational risk exposures that arise from its
business (including sales, seruice and legal matters) activities so as to form a view on

associated risks and implement corrective actions.

h) Compliance & Legal Risk

The Corporation defines Compliance or Regulatory Risk as the potential of loss

arising from non-compliance with laws, rules, regulations, obligatory

practices/standards, contractual agreements, or other legal requirements including

the effectiveness of preventing and handling litigation. It is not actively or

deliberately pursued in the expectation of a profit or return, but occurs in the normal

course of our business operations. The Corporation meets high standards of

compliance with legal, regulatory and policy requirements in all business dealings

and transactions.

a) Information & Communication Technology Risk

ICT Risk is the business risk associated with the use, ownership, operation,

involvement, influence and adoption of ICT within an enterprise. It consists of ICT-

related events and conditions that could potentially impact the business. It can occur

Page 41



Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

with both unceftain frequency and magnitude, and it creates challenges in meeting

strategic goals and objectives.

policies, processes and technology have been put in place to mitigate ICT risks.

These are revised regularly to bring them up-to-date with the evolving threat

landscape. Information Security incidents are identified, tracked and reported.

L]
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VIII. coRPoRATE SOCTAL RESPO NSI BI LITY/ SU STAI NABI LITY
REPORTING

TRANSFORMING THE WORLD THROUGH SUSTAINABLE DEVELOPMENT

GOALS

(SDGs)

Background

The 2030 Agenda for Sustainable Development, adopted by all United Nations

Member States in 2015, provides a shared blueprint for peace and prosperity for

people and the planet, now and into the future. At its heart are the 17 Sustainable

Development Goals (SDGs), which are an urgent call for action by all countries -

developed and developing - in a global paftnership. They recognize that ending

povety and other deprivations must go hand-in-hand with strategies that improve

health and education, reduce inequality, and spur economic growth - all while

tackling climate change and working to preserve our oceans and forests. The

Sustainable Development Goals replaced the eight UN Millennium Development

Goals (MDGs) whose objective was to reduce extreme povety by 2015 beginning the

year 2000.

The 17 Sustainable Development Goals
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coRPoRATE SOCIAL RESPONSIBILITY/SUSTAINABILIW
REPORTING (Continued)

Sustainabte Development Goals and the mandate of AFC

The SDGs are in line with the Corporation's mandate of providing affordable credit to

the agriculture sector for wealth and job creation, food and nutrition security,

financial inclusion for women and youth, and environmental sustainability.

The following are some of the Sustainable Development Goals (SDGs) the

Corporation has focused on:
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coRPoRATE SOCTAL RESPONSIBILIW/SUSTATNABILIW
REPORTING (Continued)

(l)The Goal: End povefi in all its forms everywhere

What it means to us: "Ending Poverty" which recognizes

agriculture is the single largest employer in the battle to end

povety must be fought in rural areas through financing small

holder farmers.

The Corporation has advanced to the Agriculture Sector a total of KES. 38.7 billion in

Medium term loans and KES. 16.8 billion in shoft loans from 2011 to 2018, hence

impacting positively on the contribution of agriculture to Kenya's GDP that has

averaged between 25-30o/o for the last 5 years (according to the Central Bank of

Kenya). The asset base of the Corporation has grown from KES. 6.6 billion to KES.

11.3 billion, an increase of 71.2o/o growth.

The table below summarizes credit finance to farmers and asset base growth from

2011 to 2018

/ll\n+nlt
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Increased Finance To Farmers and Improved Asset Base

2011
KES.

20L2
KES.

2013
KES.

20t4
KES.

2015
KES.

2016
KES.

20L7
KES.

2018
KES.

Total
KES.

Item Billion Billion Billion Billion Billion Billion Billion Billion

Medium Term
Loans

4.9 4.6 4.7 5.5 4.3 4.3 4.9 5.6 38.7

Short Term
Loans

1.9 2.t 2.t 2.1 2.3 2.5 t.7 2.0 16.8

Total Assets 6.6 7.8 8.4 B.B 9.7 9.6 10.5 11.3
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From 2011 to 2018 as per above table, the Corporation has granted loans to 640,000

direct clients and 3, 840,000 indirect clients, hence contributing to the GDP growth

and national food and nutrition security.
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CO RPO RATE SOCIAL RESPO N SI BI LITY/ SUSTAI NABI LITY
REPORTING (Continued)

(2) The Goal: End hunger, achieve food security and improved nutrition and

promote sustainable agriculture.

What it means to us: Premised upon a comprehensive

approach to tackling food insecurity and malnutrition while

promoting sustainable agriculture.

On average the Corporation disburses KES 3.5 billion to various agricultural

enterprises every financial year. The main agricultural value chains flnanced are

hofticulture, livestock, and seasonal crop credit. Table 2 below summarizes the credit

that was disbursed directly for various agricultural food production that contribute

towards ending hunger. The data is for the financial year 2018 to 2019.

Table 2: Annual Contribution of AFC to ending hunger, financial year 2018 to 2019

Item Sum of Disbursed Amount KES'000
Hofticulture 89 969

Cabbages Loan 1 398

Capsicum Loan 9

French Beans Loan B 1

Onions Loan
Other Hofticultural

Loans
Crop

39 236

Tomatoes Loan 25 2s6

Livestock 833 235
Dairy Loan 475

Fish Farmin Loan 5

Geese. Tur Loan 4

Other Livestock Loan t72

Pigs Loan 36
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co RPo RATE SOCTAL RESPO N Sr Br LrTy/ SU STAI NABr LrTy
REPORTING (Continued)

Item Sum of Disbursed Amount KES'000
Poultry Loan L30,702
Shoats Loan 6,993

Seasonal Crop 9O4,2O3
Maize Loan 443,910
Other Seasonal Crop Loans 12,816
Potatoes (Irish) Loan ll,l72
Rice Loan 13,884
Sorqhum Loan 59,998
Wheat Loan 362,423

Others 1,703,245
Grand Tota! 3,530,652

Source Banker Realm Neg Operations Depaftment

(3) The Goal: Ensure healthy lives and promote well-being for all at all ages

What it means to us: The Corporation strives to serve all

segments of the population. Data for loans distributed by type of

clients from 2003 to 2018 show that out of KES. 33.2 billion

disbursed, youth (18 to 35) years, received 60lo, adults (36 to 70)

years 72o/o, adult above 70 years 5o/o, and legal entities. The Corporation has

designed a special programme, ENABLE youth, funded by the African Development

Bank and the Government of Kenya that upon implementation will target at least

30% of the portfolio to belong to the youth. Hence the Corporation targets all the

population segment for food and nutrition security.
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coRPoRATE SOCIAL RESPONSIBILITY/SUSTAINABILIW
REPORTING (Continued)

(4)The Goal: Achieve gender equality and empower all women and girls

What it means to us: The Corporation recognizes that, the

contribution made by women in agriculture and agri-business

impacts positively to the country's Gross Domestic Product (GDP),

Food Security and Nutrition. Its focus is on ensuring the creation

of an enabling environment for women in agriculture.

In Kenya, women provide 75-89o/o of the labor force in small-scale agriculture and

manage 4Oo/o of the small-scale farms. Notably, only 1% of land titles in Kenya are

owned by women while only 5olo of land titles are under joint ownership between

men and women. Lack of ownership creates barriers to not only accessing

mainstream agricultural finances as land is the most widely accepted collateral but

also prevents women from accessing market platforms such as contract farming and

farming cooperatives that would help them interact with other people who could help

them improve production or sales. Women are therefore restricted from accessing

start-up capital, working capital, expansion capital or equipment financing and hence

a continued circle of poverty among women.

Women Affirmative Access Window (WAAW)

Only 10o/o of the Corporation portfolio belongs to women. In recognition of the

challenges women face in accessing finance, the Corporation has designed the

Women Affirmative Access Window (WAAW) initiative is a credit delivery model that

focuses on accelerating financial inclusion at all stages of agricultural value chains.

The model will enhance delivery of agricultural credit to women in agriculture at

production, mechanization, post-haruest management, value addition and access to
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coRPoRATE SOCTAL RESPO NSr Br Lrry/ SUSTAT NABr LrTY
REPORTING (Continued)

local and expoft markets. The key distinctive feature of WAAW from other financial

sector strategies is its client-centeredness. The WAAW model innovation programme

intends to address financial inclusion of women by alternative collaterals such as risk

sharing facility, loan guarantee and market contracts.

The Corporation has paftnered with UN women in capacity building trainings. So far

over 800 farmers have been trained in financial literacy, market linkage and health

and household productivity in Busia, Kilifi, Kitui and Laikipia counties. The

Corporation targets to continue with the capacity building activities in the other

counties in the new financial year.

Gender Mainstreaming

In 20L4 the Corporation developed a Gender Mainstreaming policy and has since put

in place a Gender Committee to operationalize the gender strategy. Just this year,

the Corporation was awarded a certificate of compliance, for complying with the

guidelines on gender mainstreaming and inclusion for the year 20L7l2018. The

gender ratio of male to female employees is 55o/o to 45o/o which is within the Gender

rule and constitutional threshold.

The ratio in top management staff is 45o/o to 55% respectively.
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CORPORATE
REPORTING (Continued)
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coRPoRATE SOCTAL RESPONSTBTLTTY/SUSTATNABILIW
REPORTING (Continued)

(5) The Goal: Promote sustained, inclusive and sustainable economic growth, full

and productive employment and decent work for all

What it means to us: AFC recognizes that it is impoftant to

provide employees with ongoing education through various types of

training designed to develop and improve the technical,

administrative and interpersonal skills. It is believed that continuous

development is essential to upgrading both technical and behavioral competencies

within the workforce, and that skills and development training positions employees

for growth and future opportunities within.

Employee Development

The Corporation offers training opportunities to all staff so as to achieve the

objective of sustained knowledge and skills and to develop their careers. Various in-

house courses are organized annually to meet the various needs and to improve the

competency of staff.

The emphasis has been on short courses that create quick impact on the employees'

peformance. It has invested in training all employees across all cadres to reinforce

the values of our brand purpose. The Corporation trained a total of 400 staff

representing 75o/o in various categories.
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REPORTING (Continued)

Sensitization on disability mainstreaming 160

Fitness system 86

Knowledge Management 65

Agricultural loan 65

Commission of Administrative Justice 65

Other courses 24

TOTAL 4OO

1

r sensitization on disability mainstreaming 160 r Fitnesssystem

r Kno /ledge Management I A8riolltural loan

- Commission of Administrative Justice r Other courses

TRAININGS

I
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REPORTING (Continued)

Staff Recruitment

The Corporation handpicks the best fit candidates for every role that opens up within

the Corporation. For the year 2018, of the total number of new recruits, 37o/o were

male, with 63% being female.

NEW HIRE

. FEMALE : MALE

(5) The Goal: Build resilient infrastructure, promote inclusive and sustainable

industrialization and foster innovation

m il:il[.:#:,::.ffiJ:: 
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HInordertobrin9morefarmersintotheorbitoffinancial

-'1fil 
seruices, the corporation in conjunction with the Atliance for

HGreenRevolutioninAfrica(AGRA),developedtheFarmers
Integrated Technology Network Enterprise (FITNES). The system kicked-off as a pilot

project in 20L4 in Bura, Tana River and has now been scaled up to all the

Corporation's branches. Through the system, AFC is able to gather useful farmer

information and track peformance from land preparation, planting, haruesting, post-
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coRPoRATE SOCTAL RESPONSIBTLITY/SUSTATNABTLITY
REPORTING (Continued)

haruest handling and marketing. The Corporation has also developed innovative

delivery models as below:

. Lending through anchor clients: outreach to small holder farmers (SHFs)

through input credit, on-lending, market and payment/remittance seruice

Apex/whole sale lending for on-lending to small holder farmers through Co-operative

Ride on Access Window (CRAW), Micro-Finance Ride on Access Window (MRAW)

Automation and reduction of lead time: Customer origination, loan

processing and repayments for efficiency and customer loyalty. This is done

through M-Banking platform that enables:

o

,/ Clients conveniently repay their loans using their mobile phones.

./ Customers and staff members can easily access their savings account

(VUNA) remotely simply by dialing a short-code or through the AFC Vuna

App for Mpesa transfers and utility payments.

(7) The Goat: "Take urgent action to combat climate change and its impacts by

regulating emissions and promoting developments in renewable energy."

What it means to us: It reaffirms the fact that agriculture has

a major role to play in responding to climate change through

measures that simultaneously facilitate adaptation and

mitigation while concurrently improving rural peoplet livelihoods
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coRPoRATE SOCTAL RESPONSTBTLTTY/SUSTATNABTLTTY
REPORTING (Continued)

(8) The Goal: "Strengthen the means of implementation and revitalize the global

partnership for sustainable development. "

What it means to us: The Corporation is committed to partnerships

in order to achieve its mandate. The Corporation has paftnered with

UN Women Kenya, European Union, AGRA to achieve SDG 5, Global

Communities for capacity building for SMEs and, Government of

Kenya, African Development Bank (ADB) for Enable Youth and International Fund for

Agricultural Development (IFAD) for Programme for Rural Outreach in Financial

Innovative Technologies (PROFIT).

Corporate Social Responsibility

The Corporation has continuously increased on its Corporate Social Responsibility

(CSR) activities. It has identified four key themes for CSR management frame-work:

(1) Environment, (2) Education, (3) Water and sanitation, (4) Health and any other

area deemed necessary.

With reference to these four key themes, the Corporation presents its stance and

activities undertaken in the 2018 - 2019 FY
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i

s.No NAME OF

ORGANISATION
LOCATION REGION PROJECT BRIEF

INFORMATION
AMOUNT
KES.'O00

1 Bumbuni Primary

School

Lunga -
Lunga Sub -

county in

Kwale

County

Coast

Region

Education Purchase iron sheets

for the incomplete

class and basic

chairs, tables for
teachers

100

2. Iyabe Level 4

Hospital

Iyabe
Location,

Kisii County

Nyanza/We

stern

Health The hospital lacks

beds, bed sheets,

blankets and plastic

chairs for in-
patients

100

3 Kerugoya School

for the Deaf

Kerugoya in

Kirinyaga

County

Mt. Kenya Environment Purchase of water
tank, mattresses,

blankets and plant

trees

100

4 Tree planting

exercise

All Regions Environment Purchase of tree
seedlings

1,000

5 Mater Heart run Eldoret North Rift Health 100
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s.No NAME OF
ORGANISATION

LOCATION REGION BRIEF
INFORMATION

AMOUNT
KES.'OO0

6 a)Tree House

Children Family

b) Makongo Special

Unit for Deaf

Lucky

Summer,
Mathare

slums,

Nairobi

County

Kaiti

Dividion,

Okia in

Makueni

County

Eastern

Region

Education a) Putting up

library shelves

b) Purchase of
food stuff

50

50

7 Kimplwas Childrens
Home

Kimumu
Ward,
Moiben

Uasin Gishu

County

North Rift

Region

Education Purchase of iron

sheets, beds,

mattresses,
blankets, Toiletries
and food stuff

100

B Wesley

Empowerment

Centre

Njoro town
in Nakuru

County

Central Rift Education Lacks iron sheets
and basic chairs
and tables for
teachers &
Purchase food

stuff

101

9 Eldoro Primary

School

Taita Taveta Coast Education Lack of enough

class rooms

1,000

10 Maugunja Primary

School

Mombasa Coast Environment Lack of proper

latrines
896

11 World day

celebrations

Kitui Eastern Environment Purchase of tree
seedlings

100

TOTAL 3,697
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co RPo RATE SOCIAL RESPON Sr Br LITY/ SU STAr NABI LITY
REPORTING (Continued)

Nyanza/Western Region -Iyabe Level 4 Hospital

In Nyanza/Western Region, the Corporation donated plastic chairs, Water dispensers,

utensils, beddings and benches for the patients of Iyabe level 4 Sub-County referral

hospital in Wanjare Sub-county, Kisii County. The hospital handles more than 100 in-

patient and outpatient per day, majorly emergency cases for mothers and children.

The event was attended by the Regional Manager and representatives from Migori,

Oyugis, Kilgoris, Kisii, and Kisumu branches. They were received by Dr. Okinyi the

Hospital Superintendent and his team.

Hospital Superintendent Dr. Okinyi receives the donated items from Maftha Ayodo, Regional Manager,

Nyanza/Western Region
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coRPoRATE SOCTAL RESPONSTBTLTTY/SUSTATNABTLTTY
REPORTING (Continued)

Coast Region-Bumbuni Primary School

The Corporation through Coast Region donated iron sheets, sanitary towels and food

stuff to Bumbani Primary School in Msambweni sub-county, Kwale County on 6th

Febrary 2019. The school was established in 2013 by the local community during

land adjudication and it was allocated five (5) acres of land due to far distance from

other existing public facilities. Currently, it has 261 pupils and it did its first Kenya

Ceftificate for Primary School (KCPE) in 2018 with 16 pupils.

The event was attended by the Regional Manager and Ukunda branch staff.

Job Kemei, Regional Manager Coast and staff donate iron sheets and sanitary towels to management

of Bumbani primary school
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coRPoRATE SOCTAL RESPONSTBTLTW/SUSTATNABILITY
REPORTING (Continued)

North Rift Region-Kimplwas Children's Home

The North Rift Region led by the Regional Manager made a visit to KIMPLWAS

Children's Home on 6th February 20t9 at Moiben Constituency, Uasin Gishu County.

The team donated double-decker beds, mattresses, blankets and assofted foodstuffs

and toiletries.

The home was established in 2003 by Kimplwas self-help group with the sole

purpose of helping orphan children who are HIV positive to access education and to

raise awareness in the community on the scourge in order to stamp out

discrimination and social stigma associated with the disease. Currently the home

suppofts 78 orphan children.

The Regional Manager was accompanied by staff from Eldoret, Iten and Turbo

branches and were received by Mrs. Margaret Kosgei and Mr. Obadiah Karuru.

Lilian Kimulany, Regional Manager - North Rift handing over the items to Mrs. Margaret

Kosgei
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coRPoRATE SOCTAL RESPONSTBTLTTY/SUSTATNABTITTY
REPORTING (Continued)

Mt. Kenya Region-Kerugoya School of the Deaf

On 14th January 20t9, Mt. Kenya Region donated mattresses, a water tank and

blankets to Kerugoya School of the deaf in Kirinyaga County.

The school has a population of 200 students aged between 6 and 20 years.

The event was attended by the Regional Manager and Branch Manager Kerugoya

and they were received by the school Principal Mr. Jesse Mwangi.

The school Principal thanked the Corporation for the donation of the items that will

go a long way to support the deaf children.

,qr..E,t.

-

One of the students receives the blanket from Regional Manager - Mt Kenya Mr. Felix Kisengo
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co RPo RATE SOCIAL RESPO N SI BI LITY/ SU STAI NABI LITY
REPORTING (Continued)

Central Rift Region - Wesley Empowerment Centre

Central Rift Region donate iron sheets to Wesley Empowerment management

The Central Rift Regional Office and Nakuru branch donated 102 iron sheets and

food stuff to Wesley Empowerment Centre located in Njoro town. It was set up in the

year 2009 and is managed by the Methodist church. It caters for the less foftunate in

society especially from Jawadho and Ndarugu slums.

The aim of this centre is to empower the children of the poor socially, spiritually and

academically. The Centre has more than 70 households benefitting directly through

educational and other training sponsorship of at least one needy child in the family

among other support seruices rendered.
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co RPo RATE SOCTAL RESPO N Sr Br LrTy/ SU STAI N ABr LrTY
REPORTING (Continued)

Eastern Region - Makongo Special Unit

D

I
.(

Branch Manager Wote, Isaac Kimundu hands over the items to the Head Teacher, Pricilla Munyao

The Corporation through Wote Branch donated 30 Blankets, 40 Bed sheets and Balls

(soccer, volley and netball) to Makongo Special Unit for the Deaf

The School was stafted in 2011 by the current Head teacher Madam Pricilla Munyao

with only 5 children. The institution has since grown from having 5 children to 65

children and 10 teachers. Most of the children come from a humble background and

are in need for assistance.

The Board chairman, Head teacher and the entire teaching fraternity were elated for

the support.

.{i
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

coRPoRATE SOCIAL RESPONSIBILITY/SUSTAINABILITY
REPORTING (Continued)

Mater Heaft Run

North Rift, team preparing for the Mater Heart Run in Eldoret

The Corporation through Nofth Rift Region participated in this year's 10 km Mater

Heaft Run that took place on 25th May 2019. It was flagged off by His Excellency

Hon. Jackson Mandago the Governor of Uasin Gishu County. The main objective of

the Mater Heart Run is to fundraise for the cardiac program. The cardiac program

was started in 1995 to cater for children who cannot afford the surgery and the first

open-heaft surgery was performed in 1996.

To date over 3000 heaft procedures have been performed courtesy of the support

from well-wishers. Most of these surgeries were done at Mater Misericordiae hospital

by Kenyan doctors, with a few being referred overseas or done by visiting

Cardiologists.
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

CORPORATE SOCIAL RESPOilSIBILITY/SUSTAIIIABIUTY REPORTING (Continued)

Tree Planting Exercise

Central Rift Region

The Corporation participated in a tree planting event at Kericho Rehabilitation School in Kericho County on 30h May 2019. Led by

Arc Board Chairman Hon. Franklin Bett, the Corporation planted 1,000 tree seedlings at the Kericho Rehabilitation School in

conjunction with Kenya Forest Service, Ministry of Labour and Social Protection and the local Administration.

The branches that participated in the tree planting exercise alongside the Central Rift region omce were: Kericho, Molo and Bomet.

.t(

*

Staff members heading to the tree planting site
Hon. Franklin Bett plants a tree at the at Kericho
Rehabilitation School
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30h June, 2019

CO RPO RATE SOCIAL RESPO N SI BI LITY/ SUSTAI NABI LITY RE PORTI N G (Conti n ued)

Staff members at Shikusa Prisons farm for the tree planting exercise in

Nyanza/Western Region

Staff members ready for the tree planting exercise at
Haven Recovery Centre in North Rift Region
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Agricultural Finance Corporation
'Repofts and Financial Statements
For the year ended 30h June, 2019

CO RPORATE SOCIAL RESPO N SI BILITY/ SUSTAI NABI LIw RE PO RTI N G (Conti n ued)

Coast Regional Manager, Job Kemeiat the site after the tree planting

Viola Tallam Branch Manager Turbo watering
a tree seedling at National Youth Service.
Looking on is Dorothy Ndunda of National
Youth Service Turbo Camp

exercise
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

The directors submit their report together with the audited financial statements for

the year ended June 30, 20t9, in accordance with the section 194 of the Public Finance

Management (PFM) Act,2072 which disclose the state of affairs of the Corporation.

Principal activities

The Corporation is primarily charged with the responsibility of providing credit facilities for the

sole purpose of developing agriculture.

Results

The results of the entity for the year ended June 30, 2019 are set out from page 71 to page

t23.

Dividends

As per the current dividend policy in place, the Corporation will only consider any dividends

payout, after the government loans are fully repaid and the Corporations' liquidity is healthy.

The Directors therefore do not propose to pay any dividends during the year under review.

The retained earnings will be utilized to repay Government loans and the surplus will be

reinvested in normal corporate business.

Directors

The members of the Board of directors who serued during the year are shown on page 3. All

the directors were appointed in accordance with respective section of the constitution of

Kenya.

I

Page 70

IX. REPORT OF THE DIRECTORS



Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

l

Auditors

The Auditor General is responsible for the statutory audit of the entity in accordance with the

Section 194 of the Public Finance Management (PFM) Act, 2012, which empowers the Auditor

General to nominate other auditors to carry out the audit on his behalf.

By Order of the Board

)

Rose Ochand Hon. Kiptanui Koros

l

I

Corporation Secretary

Nairobi

Date: 2lsAugust 2019

Chair - Finance & Business

Development Committee

Page 71
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

X. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and (section 14 of the State

Corporations Act, - 446) and the Agricultural Finance Corporation Act Cap 323 require the

Directors to prepare financial statements in respect of that Corporation, which give a true and

fair view of the state of affairs of the Corporation at the end of the financial year and the

operating results of the Corporation for that year. The Directors are also required to ensure

that the Corporation keeps proper accounting records which disclose with reasonable accuracy

the financial position of the Corporation. The Directors are also responsible for safeguarding

the assets of the Corporation.

The Directors are responsible for the preparation and presentation of the Corporation's

financial statements, which give a true and fair view of the state of affairs of the Corporation

for and as at the end of the financial year ended on June 30, 2019. This responsibility

includes:

(i) maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period;

(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any

time the financial position of the entity;

(iii) designing, implementing and maintaining internal controls relevant to the preparation

and fair presentation of the financial statements, and ensuring that they are free from

material misstatements, whether due to error or fraud;

(iv) safeguarding the assets of the entity;

(v) selecting and applying appropriate accounting policies; and

(vi) making accounting estimates that are reasonable in the circumstances.
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STATEMENT OF DIRECTORS' RESPONSIBILITIES (Continued)

The Directors accept responsibility for the Corporation's financial statements, which have been

prepared using appropriate accounting policies supported by reasonable and prudent

judgements and estimates, in conformity with International Financial Reporting Standards

(IFRS), and in the manner required by the PFM Act, 2012 and Agricultural Finance Corporation

Act Cap 323. The Directors are of the opinion that the Corporation's financial statements give

a true and fair view of the state of Corporation's transactions during the flnancial year ended

June 30, 20t9, and of the Corporation's financial position as at that date. The Directors further

confirm the completeness of the accounting records maintained for the Corporation, which

have been relied upon in the preparation of the Corporation's financial statements as well as

the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Corporation will not

remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Corporation's financial statements were approved by the Board on 21$ August 2019 and

signed on its behalf by:

4 -?1>
Ho Franklin Bett

J

Chairman

Lucas Meso, MBS

Managing Director

Hon. David Koros

Board Member
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Telephone: +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

li n ha n c' i tt g A ct'r ttrn t et b i I i t.t,

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ooroo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON AGRICULTURAL FINANCE
CORPORATION FOR THE YEAR ENDED 30 JUNE, 20'19

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Agricultural Finance Corporation
set out on pages 74 to 124, which comprise the statement of financial position as at
30 June, 2019, and the statement of comprehensive income, statement of changes in
equity, statement of cash flows and statement of comparison of budget and actual amounts
for the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of the Constitution
of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all the information
and explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respects,
the financial position of Agricultural Finance Corporation as at 30 June, 2019, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Agricultural Finance Act,
Cap 323 of the Laws of Kenya.

Basis for Qualified Opinion

1. Land Wthout Ownership Documents

As previously reported, property and equipment balance of Kshs.1 ,122,232,000 as at
30 June, 2019 includes twenty-nine (29) developed plots measuring a total of 5.3324
hectares valued at Kshs.191,627,798 and seven undeveloped plots measuring a total of
1.5383 hectares with no ownership documents. Although Management explained that it
continued with the pursuit of the ownership documents through the Ministry of Lands and
the National Land Commission, the documents had not been obtained as at the time of
audit. ln addition, the value of land and buildings with a net book value of Kshs.907,335,000
excludes unvalued parcels of land located in Busia, Nanyuki and Kerugoya whose
ownership is in dispute.

ln the circumstances, it has not been possible to confirm whether the property and
equipment balance of Kshs.1 ,122,232,000 reflected in the statement of financial position
as at 30 June, 2019 is fairly stated.

l-+)' -r.

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 2019
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2. Doubtful Recoverability of Loans to Customers

As reported in the previous years and as disclosed in Note 9(a) to the financial statements,
the net medium-term loans to customers of Kshs.6,238,828,000 as at 30 June, 2019
includes an amount of Kshs.22,661,000 advanced to thirteen (13) farmers in Kapsabet.
lnformation available indicates that the Corporation advanced the amount against various
collaterals in form of title deeds which appeared fraudulent. Management explained that
the Corporation filed six cases in court against the fraudsters under Eldoret HCC
No.100,102,103,104,105 and 106 of 2011 and judgement entered in favor of the
Corporation. However, as at the date of this report, execution of the warrants issued had
not been effected. Recoverability of the amount of Kshs.22,661,000 is therefore, doubtful.

Further, the net medium{erm loans to customers of Kshs.6,238,828,000 include directors
loans of Kshs.32,774,000 as at 30 June, 2019. The latter balance includes loan arrears of
Kshs.6,196,000 due from two (2) former Directors of the Corporation. Although
Management explained that they had engaged an advocate to charge the securities that
guaranteed these loans, the charge had not been executed as at the time of the audit.

3. Loss ofCash

As previously reported in 201512016 and earlier years, examination of records between
January, 2005 and November, 2010 revealed that the Corporation lost a sum of
Kshs.35,840,714 through fraudulent transactions involving encashment of 196 cheques by
various staff members. The case is still in court and provisions for the loss that would have
been necessary in relation to this uncertainty have not been incorporated in the financial
statements.

Further, during the year under review, the Corporation fraudulently lost cash at AFC Eldoret
Branch through unremitted transfers and collections amounting to Kshs.4,142,450 and
Kshs.4,947, 950, respectively.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there are no
other key audit matters to communicate in my report.

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 2019
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
I confirm that, nothing has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Gonclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error and for its assessment of the effectiveness of internal control, risk
management and governance.

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

Report o.fthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 2019
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Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

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

Auditor-General's Responsibilities for the Audit

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

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

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

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year enderl 30 June, 2019
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occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of an audit conducted in accordance with lSSAls, I exercise professionaljudgement
and maintain professional skepticism throughout the audit. I also:

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

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

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

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

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

a Perform such other procedures as I consider necessary in the circumstances

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

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 2019
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I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
appl icable, related safeguards.

AUDITOR.GENERAL

Nairobi

06 July,2021

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June,20t9
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

XI. STATEMENT OF COMPREHENSIVE INCOME

Notes 2OL9

KES'000Revenues
Interest Income:
Interest on Loans
Interest on Short Term Deposits

2 (a)
2 (b)

778,759
119,688

2018

KES'000

743,L84
L52,22L

Tota! interest income 898,447 895,404

Less: Interest expenses
Interest on Redeemable Loans
Interest on RSF

Rebate Interest

3 (a)
3 (b)

4

15,395
9,430
2,459

38,260

2,243
27,285 40,503

Net interest income
Non-Interest income
Other Operating Income
Fee Income
Income from doubtful debts

87Lt,62 854,901

s (a)
s (b)

6

t7L,B92
170,980
252,L38

92,753
L82,240
549,L23

Total Non-Interest income 595,010 824,LL6
Total Revenues L,466,!72 1,679,O17

Operating Expenses
Staff Cost
Board Expenses
Administration Costs
Depreciation & Amortisation
Charqe for Doubtful Debts

7 (a)
7 (b)
7 (c)

8(a&b)
12 (a)

(681,735)
(t7,320)

(299,854)
(t54,t29)

(752,t98)
(21,109)

(276,28t)
(t42,054)
(208 ,786)

Total Ex ses (1,153,038) (

Profit before tax 313,134 278,590
Tax for the Year 23 (a) (90,153) t57,285)(

Profit after tax 222,982 12t,304
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Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

XII. STATEMENT OF FINANCIAL POSITION
Notes

ASSETS:
Non-Current Assets
Propefi and Equipment
Intangible Assets
Deferred Tax Asset
Repossessed Farm Properties
Net Medium Term Loans to
Customers

8 (a)
8 (b)

10
11

9 (a)

2019
KES.'000

t,t22,232
48,140

555,557
268,04L

2018
KES.'000

t,L42,668
104,731
588,975
259,t67

6,238,828 5,602,718
Total Non- Current Assets 8,232,798 7$e82se
Current Assets
Cash and Bank Balances
Short Term Deposits
Net Shoft Term Loans to
Customers
Trade and Other Receivables
Inventories

13 (a)
t4

,272
,850

101
1,103

1,96L,846
140,942

2,695

146,439
t,271,502

L,981,527
t49,028

3 591

9 (b)
15
16

Total Current Assets 3,552,087

Total Assets LLF43AO3 1,,,250,346
EQUITY AND LIABILITIES
Equity and Reserues
Grants
Government Equity Capital
General Reserue
Revaluation Reserue

L7
18

19 (a)
1e (b)

3,623,994
2,687,766
1,766,436

7B7,618

3,426,476
2,687,766
1,030,715

787,618
7 t932F75Total Equity and Reserues 818651814

Non-Current Liabilities
Redeemable Government Loan &
Interest
Risk Sharing Fund & Interest
Agency Funds

20 (a) 543,204
20 (b) 391,866
20 (c) 831,734

1,034,819
377,2t5
831 734

Total Non-Current Liabilities 1J66$O3 2t243t768
Current Liabilities
Payables
Trade and Other Payables
Current Tax Payable
Current Accounts

21 (a)
21 (b)
21 (c)
13 (b)

390,589
125,049
384,752

10,395

503,136
242,85t
328,0t7

Total Current Liabilities 9101786 t,O74pO3

1L,543,4O3 1L,25O,346Total Equity and Liabilities

Page 75
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

The financial statements set out on pages 7t to 123 were approved by the Board

of Directors on 21st August 2019 and were signed on its behalf by:

/^4->*
Lucas Mebo, MBS
Managing Director

Dated-

CP om o
General Manager - Finance
ICPAK M/NO: 8116
Dated-

Hon. n
Cha

Dated-
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XIII. STATEMENT OF CHANGES IN EQUITY

Notes

20L7: KES.',000 KES.'000 KES.'000 KES.'000 KES.'OOO

Government
Equity Capital

General
Reserve

Revaluation
Reserue

Grants Totals

At 1 July 2017 - As previously stated

GOK Project Subsidy Funds 2017

GOK Risk Sharing Fund Account

Reclassification impact of IFRS 9

Profit for the Year

2,687,766 g,.,,-,z7g 7g7,6tg 3,597,95t
20,000

185,740

7,994,613
20,000

185,740

(1,867)

L21,3M19 (a)
(1,867)

L21,304

Balance as at 30 June 2018 2,587,765 1,030,715 787,6t8 8,309,790

Balance as at l July 2018 2,697,766 1,030,715 7g7,6tg 8,309,790
Grant - Development Vote

Taita Taveta Settlement Fund

Reclassification of RSF

Waiver of Interest on GOK Loan

Sale of Kitale House

Accrued interest on GOK Loan

Reversal of Contract Gratuity

Interest on RSF for previous years

Profit for the Year 19 (a)

567,L54

(3,000)

(40,277)

513

(14,651)

222,992

300,000

(L02,482)

(377,2t5)

300,000

(t02,482)
(377,2L5)

567,154

(3,000)

(40,277)

513

(14,651)

222,992
Balance as at 30th June 2019 2,697,766
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XIV. STATEMENT OF CASH FLOW

Cash flow from operating activities:
Profit/(Loss) Before Taxation
Adjustments for:
Interest on Short Term Deposits
Depreciation of Property & Equipment
Amortisation of Intangible Assets
Adjustment of depreciation due to
reclassifi cation of Fitti ngs
Profit/loss on Disposal of Assets
Interest expense
Increase in Inventories
Increase in Trade and Other Receivables
Decrease in Trade and Other Payables

NOTES

2 (b)
8 (a)
8 (b)

8 (b)
22 (b)

3(a&b)

2019
KES.'000

3t3,L34

(119,688)
87,099
67,030

L,242
24,826

896
8,086

(230,347)

2018
KES.',000

278,590

(L52,22L)
80,090
6L,964

t2
(L,675)
38,262
(1,654)

45L,L87
180,465
(7,000)Interest paid

Net cash flows generated from operating
L52277 928,OzLactivities

Cash flow from Investing activities:
Purchase of Propefi & EquiPment
Purchase of Intangible Assets
Interest on Short Term DePosits
Proceeds from disposal of Property & Equipment
Increase in Repossessed Farm Propefties
Decrease in Short Term Loans to Customers

2 (b)
22 (c)

(78,673)
(10,439)
119,688

L0,797
(8,873)
19,681

636,110)

(143,370)
(27,79L)
L52,22L

1,639
(L2L,L72)
(LL7,962)

Decrease in Loans to Customers ( (705,926\

Net cash flow used in investing activities 583,927) (952,362)
Cash flow from Financing activities:
Reclassification imPact of IFRS 9

GOK Risk Sharing Fund Account
GOK Project SubsidY Funds 2016
Interest on GOV Loans
Grant - Development Vote
Taita Taveta Settlement Fund
Waiver of GOK Interest on Loan

Sale of Kitale House
Accrued Interest on GOK Loan

Reversal of Contract GratuitY

1e (a)
L7
L7

(1,867)
L85,740
20,000

(501,820)
300,000

(L02,482)
570,L54
(3,000)

(40,277)
513

Interest on RSF for Previous years 14,651)(

used in financing activities 208,437 203,973Net cash flow
Net increase in cash and cash equivalent
Cash and cash equivalent at the beginning of

(223,2L3) L69,532

248,409L,4L7,94t L,the year
Cash and cash equivalent at the

94,728 L,4L7,94Lperiod
end of the

111
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Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
subject to readily convertible to known amount of cash and are insignificant risk of changes in
value

i

i

l

Page 79



Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

X\'. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

FOR THE PERIOD ENDED 3OTH JUNE 2019

Original
budget

Adjustments Final budget

2018-2019
Kshs

2018-2019
Kshs

2018-2019
Kshs

Actual on
comparable
basis

2018-2019
Kshs

Pefformance
difference

Revenue
Interest Income:
Interest on Loans

Interest on Short Term Deposits

1,065,7t9
130,000

1,065,719
130,000

778,759
119,688

2018-2019
Kshs

(286,960)
(10,312)

Total interest income 1,195,7L9 L95,7L9 898,447 (297,27t)

Non-Interest income
Fee/Other Operating Income
Income from doubtful debts

356,968 356,968
700,000

342,872
252,L38

(14,096)

G47,862)700 ,000

Total Non-Interest income L, 056,968 595,010 (461,958)

Total Revenues 2,252,687 2,252,687 L,493,457 (759,23O)

Expenses
Staff Cost

Board Expenses

Administration Costs

Depreciation & Amortisation
Charge for Doubtful Debts

Interest on Redeemable Loans

Rebate Interest

1,005,950
35,000

400,634
L74,130
278,900
4L,679

3,000

1,005,950
35,000

400,634
L74,L30
278,900

4t,679
3,000

681,735
L7,320

299,854
L54,t29

24,826
2,459

324,215
17,680

100,780

20,001

278,900
16,853

541

Total expenditure ,293 1,939,293 1,180,323 758,97O

Surp! us for the period 313,394

Page 80

3L3,L34 (260)313,394



ddB
'E 1+o 6'6de

5eEq dol-
(D-11-

F{ tso_x =(.JoJ x
o_ru
=(,ta,d\'(J o') L.,

5 6'€6rorq q
366'tof,

e9ItJd
Ef. ni
=2S-

=tnt=r-z {
o-too3
!
vFItoz
o-n
@
C(,
6r
Ill{
z
I
t')
-{c
t.

=o
G2{(t,
'noF
{+
lil

1ll

v
lllz
tr,
1ll
tr,
COoi
Lrc
=Ilt
No
F
10

B e atr#i
:* H A 6(DqK8 a 3=.ni'scu-=+nt=q o''-,
e'sB-FJ#
=='s-G,ddE!e?c-;3 3 -r5 g

E =HHirIs= g s 
=sX PBE id

xxf,:=.o-o-o-NrgdEd,= 3d-ts
o. dr_ l- -oo g E

fflBfE4
=lo'i 3 g

=,; 
b g IE:lcugrJn 0 aE = ts

J-TJavtN.)

E3Ei.$I-
Nr=F+ni=E

-i=='lAf AEE *
\o'rDo-Xd'-'lX-*'

J\J:+o q 6 d 
='9qoorroX=E:lX.)*cEo'o

q?5H'."
a -oi5-o q
= E olti d F =o
=S-ob 

S
X:l(D3o
iJF?f-rq6qH #

=c=.o,-tJJoJ
+(DE6a=',f,dgE H 5 [EA qg o(D=oc
=(D--(DO-rlutOO-,+qO-rD
f\--1 ;+

96Htr6sPsSaaAX;'hLo-=YHc-g =4 6 3 5ils5'3*-a 5Roo,d = 6 q 6

v, o- -lfi gilg5s(U a,A{rDx6Iaeoor=:l
=o)tt.n O- !C

=u-o=
J

J(u(oH
o==
*d (D

OJES
E-li6-eE-A HqB#
N)o(D

OO-EE +
JL

-r+(D(D
d == d

O .-tor=fo
art

3qoE=
='dG(DO
rd+
.,.^Ut
ruqqE^
E.H
VI
orgL
fli -r.

€,8arD'+
B-6
Hq
;=
do,fo-(O O-o;+-r o'
rD--

=3og.oo
=-rE?dq
o-

)orD

o,o-t-{
ts 8dil
6-6;q6';1 d I

p
YlJ, 

==f E q 3
ag d zq q'= I*.orlPKU''5*.sg$
Aqy.l-lq5 -a 8-;oa.+do:a=oo-6-(D 3f,A-E(D(J6'd9

*a 5 E

E il:Eqqq..Q
Bg 31
gzd,=

JJcioa
*3R;Eax:v, -9ts3 (D
LJ)-r.(D(Do
=-tf=+B I I(DE3a
E QE 3r',2. S d

O- d. -tl(Do=
a tt,(D=o-o":
R1=x 6-o
='oJO)-=o
idl1,o-

B6 H
q 88

L

E E Hvt. o- C.oc:4fi
=oG,dE=
+E ui

o'o\JAq o-*
Fga
f=Lo

!
o)(o
(D

@
H



XI/I. NOTES TO FINANCIAL STATEMENTS
1. GENERAL INFORMATION

AFC is established by and derives its authority and accountability from Agricultural Finance

Corporation Act Cap 323. The Corporation is wholly owned by the Government of Kenya and is

domiciled in Kenya. The Corporation's principal activity is providing credit facilities for sole

purpose of developing agriculture.

2, STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of ceftain items of propefi, plant and equipment,

marketable securities and financial instruments at fair value, impaired assets at their estimated

recoverable amounts and actuarially determined liabilities at their present value. The

preparation of financial statements in conformity with International Financial Reporting

Standards (IFRS) allows the use of estimates and assumptions. It also requires management

to exercise judgement in the process of applying the Corporation's accounting policies. The

areas involving a higher degree of judgement or complexity, or where assumptions and

estimates are significant to the financial statements, are disclosed.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Corporation and all values are rounded to the nearest

thousand (KES'000).

The financial statements have been prepared in accordance with the PFM Act 20t2, the State

Corporations Act Cap 446, Agricultural Finance Corporation Act Cap 323, International

Financial Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRIC) applicable

to entities reporting under IFRS.
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NOTES TO FINANCIAL STATEMENT (Continued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STANDARDS (rFRS)

i) Relevant new standards and amendments to published standards
effective for the year ended 30 June 2019

IFRS 16: leases

The new standard, effective for annual periods beginning on or after 1st January 2019,

introduces a new lessee accounting model, which requires a lessee to recognise assets and

liabilities for all leases with a term of more than 12 months, unless the underlying asset is of

low value. A lessee is required to recognise a right-of-use asset representing its right to use

the underlying leased asset and a lease liability representing its obligation to make lease

payments.

Amendments to IAS 12 - Annual Improvements to IFRSs 2015-2017 Cycle

, issued in December 2OL7

The amendments, applicable to annual periods beginning on or after 1st January

20t9, clarify that all income tax consequences of dividends should be recognised

when a liability to pay a dividend is recognised, and that these income tax

consequences should be recognised in profit or loss, other comprehensive income or

equity according to where the entity originally recognised the transactions to which

they are linked.
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NOTES TO FINANCIAL STATEMENT (Continued)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STAN DARDS (IFRS) (Continued)

Amendments to IAS 23 - Annual Improvements to IFRSs 2015-2017 Cycle

, issued in December 2OL7

The amendments, applicable to annual periods beginning on or after 1st January

z1tg, clarify that the costs of borrowings made specifically for the purpose of

obtaining a qualifying asset that is substantially completed can be included in the

determination of the weighted average of borrowing costs for other qualifying assets.

Amendments to IAS 19 titted Plan Amendment, Cuftailment or Settlement

(issued in Februaty 2018)

The amendments, applicable to plan amendments, curtailments or settlements

occurring on or after the beginning of the first annual repofting period that begins on

or after 1st January 2}tg, requires an entity to use updated actuarial assumptions to

determine current service cost and net interest for the remainder of the annual

repofting period after the plan amendment, curtailment or settlement when the

entity re-measures its net defined benefit liability (asset) in the manner specified in

the amended standard.

i) New and amended standards and interpretations in issue but not yet

effective in the year ended 30 June zOLg

IFRS 17 Insurance Contracts (Issued 18 May 2Ot7)

IFRS 17 requires insurance liabilities to be measured at a current fulfillment value

and provides a more uniform measurement and presentation approach.
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NOTES TO FINANCIAL STATEMENT (Continued)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAT REPORTING

STAN DARDS (IFRS) (Continued)

These requirements are designed to achieve the goal of a consistent, principle-based

accounting for insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts

as of 1 January 202t.

Amendments to References to the Conceptual Framework in IFRS

Standards (Issued 29 March 2018- Applicable for annual periods beginning

1 January 2O2O)

Together with the revised Conceptual Framework published in March 2018, the IASB

also issued Amendments to References to the Conceptual Framework in IFRS

Standards. The document contains amendments to IFRS 2, IFRS 3, IFRS 6, IFRS 14,

IAS 1, IAS 8, IAS 34, IAS 37, IAS 38, IFRIC 12, IFRIC 19, IFRIC 20, IFRIC 22, and

SIC-32. Not all amendments, however update those pronouncements with regard to

references to and quotes from the framework so that they refer to the revised

Conceptual Framework. Some pronouncements are only updated to indicate which

version of the framework they are referencing to (the IASC framework adopted by

the IASB in 2001, the IASB framework of 2010, or the new revised framework of

2018) or to indicate that definitions in the standard have not been updated with the

new definitions developed in the revised Conceptual Framework.

The Directors do not plan to apply any of the above until they become effective.

Based on their assessment of the potential impact of application of the above, they

do not expect that there will be a significant impact on the company's financial

statements.
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APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING

STAN DARDS (IFRS) (Continued)

iii) Early adoption of standards

The entity did not early - adopt any new or amended standards in year 20t9.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The principal accounting policies applied in the preparation of these financial statements are

set out below. These policies have been consistently applied to all years presented, unless

otherwise stated.

a) Revenue Recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow

to the entity and the revenue can be reliably measured. Revenue is recognised at the fair

value of consideration received or expected to be received in the ordinary course of the

entity,s activities, net of value-added tax (VAT), where applicable, and when specific criteria

have been met for each of the entity's activities as described below.

i) Revenue from the sale of goods and services is recognised in the year in which

the entity delivers products to the customer, the customer has accepted the products

and collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognised in the year in which the entity

actually receives such grants.

iii) Finance income comprises interest receivable from bank deposits and investment in

securities, and is recognised in profit or loss on a time proportion basis using the

effective interest rate method.
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NOTES TO FINANCIAL STATEMENT (Continued)

iv) Rental income is recognised in the income statement as it accrues using the effective

lease agreements,

v) Other income is recognised as it accrues.

vi) Income from doubtful debts is recognised upon actual collections,

b) Propefi and Equipment

All categories of property and equipment are initially recorded at cost less accumulated

depreciation and impairment losses, Certain categories of propety and equipment are

subsequently carried at re-valued amounts, being their fair value at the date of re-valuation

less any subsequent accumulated depreciation and impairment losses, Where re-measurement

at re-valued amounts is desired, all items in an asset category are re-valued through periodic

valuations carried out by independent external valuers.

Subsequent costs are included in the assets carrying amount or recognised as a separate

asset, appropriate, only when it is probable that the future economic benefits associated with

item will flow to the entity and the cost of the item can be measured reliably. Repairs and

maintenances expenses are charged to profit and loss account in the year to which they are

incurred. Increases in the carrying amounts of assets arising from re-valuation are credited to

other comprehensive income. Decreases that offset previous increases in the carrying amount

of the same asset are charged against the revaluation reserve account; all other decreases are

charged to profit or loss in the income statement.

Gains and losses on disposal of items of property and equipment are determined by comparing

the proceeds from the disposal with the net carrying amount of the items, and are recognised

in profit or loss in the income statement.
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NOTES TO FINANCIAL STATEMENT (Continued)

c) Depreciation and Impairment of Propefi & Equipment

Freehold land and capital work in progress are not depreciated, Capital work in progress

relates mainly to the costs of ongoing but incomplete works on buildings and other civil works

and installations.

Depreciation on Property and Equipment is recognised in the income statement on a straight-

line basis to write down the cost of each asset or the re-valued amount over their estimated

useful lives. The rates used are set out in the Corporation's accounting policy for Non-Current

assets as follows:

Freehold land Nil

Leasehold premises and improvements rates are based on the unexpired lease term or 50

years whichever is less.

Motor vehicles

Furniture & Fittings

Office equipment

25o/o

t2,50/o

20o/o

Computers and Software

Buildings

33.3%

2o/o

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the

end of each reporting period. Assets are reviewed for impairment whenever events or changes

in circumstances indicate that the carrying amount may not be recoverable. Excess

depreciation, representing the additional depreciation based on revalued amounts over

depreciation based on historical costs, is transferred annually from revaluation surplus on

property to retained earnings, net of deferred tax.

Page 88



Agricultural Finance Corporation
Repofts and Financial Statements
For the year ended 30th June, 2019

NOTES TO FINANCIAL STATEMENT (Continued)

d) Intangible Assets

Costs associated with maintaining computer software programs are recognised as an expense

as incurred. Development costs that are directly attributable to the design and testing of

identifiable and unique software products controlled by the Corporation are recognised as

intangible assets when the following criteria are met:

. It is technically feasible to complete the software product so that it will be available for

use;

o Manag€ment intends to complete the software product and use it;

. There is an ability to use the software product;

. It can be demonstrated how the software product will generate probable future

economic benefits;

. Adequate technical, financial and other resources to complete the development and to

use the software product are available; and

. The expenditure attributable to the software product during its development can be

reliably measured.

Directly attributable costs that are capitalized as paft of the software product include the

software development employee costs and an appropriate poftion of relevant overheads.

Computer software development costs recognised as assets are amoftized over their estimated

useful lives which is three,

e) Amoftization and Impairment of Intangible Assets

Amortization is calculated on the straight-line basis over the estimated useful life of computer

software for three years.

All computer softwares are reviewed annually for impairment. Where the carrying amount of

an intangible asset is assessed as greater than its estimated recoverable amount, an
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NOTES TO FINANCIAL STATEMENT (Continued)

impairment loss is recognised so that the asset is written down immediately to its estimated

recoverable amount.

0 Trade and Other Receivables

Trade and other receivables are recognised at fair values less allowances for any uncollectible

amounts, These are assessed for impairment on a continuing basis. An estimate is made of

doubtful receivables based on a review of all outstanding amounts at the year end. Bad debts

are charged to the Income statement and written off after all recovery effotts have been

exhausted.

g) Taxation

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Corporation operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net

assets and not in the statement of financial performance.

Management periodically evaluates positions taken in the tax returns with respect to situations

in which applicable tax regulations are subject to interpretation and establishes provisions

where appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax

bases of assets and liabilities and their carrying amounts for financial repofting purposes at the

reporting date,
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NOTES TO FINANCIAL STATEMENT (Continued)

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of

taxable temporary differences associated with investments in controlled entities, associates

and interests in joint ventures, when the timing of the reversal of the temporary differences

can be controlled and it is probable that the temporary differences will not reverse in the

foreseeable future.

Deferred tax assets are recognized to the extent that it is probable that taxable profit will be

available against which the deductible temporary differences, and the carry forward of unused

tax credits and unused tax losses can be utilized, except in respect of deductible temporary

differences associated with investments in controlled entities, associates and interests in joint

ventures, deferred tax assets are recognized only to the extent that it is probable that the

temporary differences will reverse in the foreseeable future and taxable profit will be available

against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to

the extent that it is no longer probable that sufficient taxable profit will be available to allow all

or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-

assessed at each repofting date and are recognized to the extent that it has become probable

that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in

the year when the asset is realized or the liability is settled, based on tax rates (and tax laws)

that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside

surplus or deficit. Deferred tax items are recognized in correlation to the underlying

transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally

enforceable right exists to set off current tax assets against current income tax liabilities and

the deferred taxes relate to the same taxable entity and the same taxation authority.
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NOTES TO FINANCIAL STATEMENT (Continued)

h) Inventories

Inventories are stated at the lower of cost and net realisable value, The cost of inventories

comprises purchase price, import duties, transportation and handing charges, and is

determined on the moving average price method.

i) Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of

issue costs associated with the borrowing. Subsequently, these are measured at amortised

cost using the effective interest rate method. Amortised cost is calculated by taking into

account any issue cost and any discount or premium on settlement. Finance charges, including

premiums payable of settlement or redemption are accounted for on accrual basis and are

added to the carrying amount of the instrument to the extent that they are not settled in the

period in which they arise. Loan interest accruing during the construction of a project is

capitalised as part of the cost of the project.

j) Budget information

The original budget for P/ 2018-2019 was approved by the National Assembly on 28th June

2018. Subsequent revisions were made to the approved budget in accordance with specific

approvals from the appropriate authorities. The revisions were incorporated in the original

budget by the Corporation upon receiving the respective approvals in order to conclude the

final budget. Accordingly, the Corporation did not recorded any additional appropriations of the

2018-2019 budget.

The Corporation's budget is prepared on a difference basis to the actual income and

expenditure disclosed in the financial statements. The financial statements are prepared on

accrual basis using a classification based on the nature of expenses in the statement of

financial performance, whereas the budget is prepared on a cash basis. The amounts in the
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NOTES TO FINANCIAL STATEMENT (Continued)

financial statements were recast from the accrual basis to the cash basis and reclassified by

presentation to be on the same basis as the approved budget, A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented in

the statement of comparison of budget and actual amounts.

In addition to the basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of

the financial statements and the approved budget,

A statement to reconcile the actual amounts on a comparable basis included in the statement

of comparison of budget and actual amounts and the actuals as per the statement of financial

peformance has been presented under section VI of these financial statements.

k) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

l) Retirement Benefit Obligations.

The Corporation previously contributed to a defined benefits retirement scheme which it

funded and whose assets are held in a separate Trustees' administered guaranteed fund. With

effect from January 2008 the Corporation contributes to a defined contribution pension

scheme following the closure of the defined benefits scheme in December 2007. A defined

contribution plan is a plan under which the Corporation pays fixed contribution in to a separate

scheme and has no legal or constructive obligation to pay further contributions if the fund

does not hold sufficient assets to pay all the employees the benefit relating to employees in

seryice in the current or prior periods, The Corporation also contributes to a statutory defined

contribution pension scheme, the National Social Security Fund (NSSF). The Corporation's
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contributions to the above schemes are charged to the profit and loss account in the year

which they relate. An actuarial valuation done as at 30th June 2018 indicated the fund has a

deficit of KES 46 million. The Corporation endeavours to clear the deficit in the next financial

year ending 30th June 2020.

m) Provision for Doubtful Debts

During the year the Corporation finalized preparations for full implementation of the

International Financial Reporting Standard (IFRS) 9, which became effective January 1, 2018'

This accounting standard is premised on expected losses and requires entities to increase

provisioning for sectors or areas that are deemed to be of higher risk.

IFRS 9 "Financial Instruments" replaced IAS 39 "Financial Instruments: Recognition and

Measurement" and is effective for annual periods beginning on or after January 1, 2018.

As at 30th June 2019, the total loan portfolio stood at KES 8.9 billion comprising of short term

loans of KES 2.3 billion, medium term loans of KES 6.2 billion and staff loans of KES 0.4 billion.

Arising from the recoveries made from Non-performing loans of KES 252.1 million and loan

write off as a result of interest concession amount to KES 13.2 million, the total accumulated

provisions for loans significantly reduced to KES 767.5 million resulting to a write back of KES

42.7 million as summarized in the table below.
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The tables below reconciles the closing impairment allowances for financial assets accordance with IFRS 9.

Impairment Allowance Reconciliation (KES.'000)

Summary note on accumulated provisions for the year as at 30th June 2019 as disclosed under note 9

Acrumulated
Provisions

Portfolio/value BIF Charge,
Write back/
Collection

Current
balance

Short Term 2,2gg,L}g 336,263 336,263
Medium Term 6,199,549 652,9& (308,006) 344,958
Staff 428,847 43,6tL 43,6LL

Tota! 8,925,505 1,032,939 (308,005) 724,932
Other Debts 151,678 28,369 (t4,234) L4,L33

Grand Total 9,077,2L7 1,061,205 (322,24O) 738,966

Asset Value Accumulated
Provisions B/F

Write-
offs/Interest
Concessions

Recoveries
from NPLs

Cumulative
provisions Net
Write-offs

Provisions
IFRS 9

Write
Back

Loan Advances/
Portfolio 8,925,506 1,032,839 L3,L7L 252,L35 767,53L 724,933 42,699

Other Debts 151,678 28,369 L4,234 14,t33 L4,234
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n) Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which are

readily convertible to known amounts of cash and are subject to insignificant risk of changes in

value, Bank account balances include amounts held at various commercial banks at the end of

the financial year. For the purposes of these financial statements, cash and cash equivalents

also include short term deposits and branch imprests floats at the end of the financial year.

o) Trade and Other PaYables

Trade and other payables are non-interest bearing and are carried at amoftized cost, which is

measured at the fair value of contractual value of the consideration to be paid in future in

respect of goods and services supplied, whether billed to the entity or not, less any payments

made to the suppliers.

p) Provision for Staff Leave PaY

All employees'entitlements to annual leave days which are recognised as they accrue to the

employees. At the end of the financial year, a provision is made for the estimated liability for

annual leave not utilized at the reporting date'

q) Farm ProPerties in Possession

These are clients farms that failed to attract bidders/buyers at a public auction, hence the

Corporation purchased them at the reserved price. The acquired farms will be later disposed

off through a competitive bidding or a private treaty.

r) Net Loans to Customers

Loans and advances to customers and staff are non-derivative financial assets with fixed or

determinable payments and fixed maturities that are not quoted in an active market and which

the Corporation does not intend to sell immediately or in the near term. Loans and advances
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to customers are recognised when cash is advanced to borrowers and are net off the provision

of bad and doubtful debts.

s) Legal and other claims

Provisions for legal claims are recognised when the Corporation has a present legal or

constructive obligation as a result of past events; it is probable that an outflow of resources

will be required to settle the obligation; and the amount has been reliably estimated.

Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required

in settlement is determined by considering the class of obligations as a whole. A provision is

recognised even if the likelihood of an outflow with respect to any one item included in the

same class of obligations may be small.

t) Derecognition

The Corporation derecognises a financial asset when the contractual rights to the cash flows

from the asset expire, or substantially all the risks and rewards of ownership incidental to the

financial asset are transferred. A financial liability is derecognised when its contractual

obligations are redeemed or otherwise extinguished.

u) Subsequent Events

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2019.
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v) Related Pafties Disclosures

Government of Kenya

The Government of Kenya is the principal shareholder of the entity, holding 1000/o of the

entity's equity interest, The Government of Kenya has provided full guarantees to all long-term

lenders of the entity, both domestic and external. There were no other entity transactions

involving the Government of Kenya.

Employees

The entity provides ceftain qualifying employees with car and housing loans on terms more

favourable than available in the market. The benefit obtained by staff is subjected to income

tax as required under the Kenya Income Tax Act.

Directors have a statutory duty to avoid situations in which they have or may have interests

that conflict with those of the Corporation. Business transactions with all parties, including the

Directors or their related parties are carried out at arms' length. In the financial year 2018/19

the Directors submitted their annual declarations of interests which included:

An acknowledgement that should it come to the attention of a Director that a matter

concerning the Corporation may result in a conflict of interest, they are obliged to declare the

same and will exclude themselves from any discussion or decision over the matter in question.

An acknowledgement that should the Director be appointed to the Board of an entity,

including a Government entity that may expose the Director to potential or actual conflict of

interest, the Director will be obliged to declare such appointment, undergo an assessment to

determine the extent of such conflict and, where applicable, offer their resignation as a

Director where the conflict cannot be mitigated by the existing Board policies for the

management of conflicts of interest.
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An acknowledgement that the foregoing also applies to interests of the immediate family

members of the Directors.

i) Nature of related party relationships

Companies and other parties related to the Corporation include those parties who

have ability to exercise control or exercise significant influence over its operating and

financial decisions. Related parties include management personnel, their associates

and close family members.

Key management remuneration

Directors

Key management compensation

2019
KES',o00

t7,320

48,449

2018
KES',o00
2L,tDg

40,813

w) Contingent Liability

The Corporation does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow of

resources embodying economic benefits or service potential is remote. The Corporation didn,t

have any contingent liability for the period under review.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation unceftainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available when the financial statements

were prepared.
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Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

. The condition of the asset based on the assessment of experts employed by the

Entity

. The nature of asset, its susceptibility, adaptability to changes in technology and

processes

. The nature of the processes in which the asset is deployed

. Availability of funding to replace the asset.

. Changes in the market in relation to the asset

Impairment losses on loans and advances

The estimation of potential credit losses is inherently unceftain and depends upon many

factors, including general economic conditions, changes in individual customers'

circumstances, structural changes within industries that alter competitive positions and other

external factors such as legal and regulatory requirements.

Impairment is measured for all accounts that are identifled as non-performing. All relevant

considerations that have a bearing on the expected future cash flows are taken into account

which include but not limited to future business prospects for the customer, realizable value of

securities, the Corporation's position relative to other claimants and the existence of any court

injunctions placed by the borrower. Subjective judgments are made in this process of cash

flow determination both in value and timing and may vary from one person to another and

team to team. Judgments may also change with time as new information becomes available.

The Corporation reviews its loans and advances at each reporting date to assess whether an

allowance for impairment should be recognized in profit or loss. In particular, judgment by the
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Operation department is required in the estimation of the amount and timing of future cash

flows when determining the level of allowance required. Such estimates are based on the

assumptions about a number of factors and actual results may differ, resulting in future

changes in the allowance.

The Corporation also makes a collective impairment measurement for exposures which,

although not specifically identified as non-performing, have an inherent risk of default. The

portfolio constitutes a large number of loan and advances account cutting across various

sectors, Assets with similar risk characteristics are grouped together for the purpose of

determining the collective impairment within the corporation.
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2 (a). Intereston Loans
Interest on Medium Term Loans

Interest on Short Term Loans

Interest on Staff Loans

2019
KES.'O00

2018
KES.'O00

630,531
85,076
27,577

636,632
115,593
26,534

Balance as at 30th June 778,759 743,L8,4

2 (b). Interest on Short Term Deposits
Details are as follows:- 2019

KES.'O00
LLg,224

464

2018
KES.'O00

152,151
70

Short Term Deposits
Bank Accounts
Balance as at 30th June 119,688 L52,22L

3 (a). Interest on Redeemable Loans
The interest charge on redeemable loans outstanding as at 30th lune 2019 were as

follows:

RSDP & IBRD 1995 KE

A D B (PIGS)

GOK Restructured Red Loan

2019
KES.'O00

2018
KES.'000

34,532
3,729

15,395

Balance as at 30th June 15,395 38,260

3 (b). Interest on RSF

Risk Sharing Fund 9,430

Balance as at 30th June 9,430
These are long term Government loans advanced to the Corporation and repayable at

specific rates of interest accrued on annual basis. The Corporation is not exposed to the

risk of interest rate fluctuations in the market as the rates were determined at the time

of loan receipt.
2019 2018

4. Rebates Interest
KES.'000

2,459
KES.'000

2,243

Balance as at 3oth June 2,459 2,243

These are rebates Pa
repayments received
Cap 323.

id to clients on thei r credit balances at the rate of Lo/o p.a on loan

in advance before the instalments fall due in compliance with AFC
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5 (a). Other operating Income
Non-Interest Income
Rent income - Note 22 (a).
Profit on disposal of assets- Note 22 (b).
Agency commission
Sundries

Write back of provisions

2019
KES.'O00

88,991
(t,242)

3,849
23,363
56,931

2018
KES.'O00

69,434
1,675
3,20L

18,444

Balance as at 3oth June L7t,gg2 92,753

5 (b). Fees Income

Application & Forms fees
Conveyance

Loan Commitments Fees

Inspection fees
Other Loan Processing fees
Discharge of Securities Fees

Loan Waiver Processing Fees

Account Maintenance Fee Income

2019
KES.'OO0

24,448
56,905
40,997

106

5,457
5,849

L7L

37,059

2018
KES.'OOO

35,716
55,187

35,956
tzl

6,691
5,160

237

43,171
Balance as at 30th June 170,990 t82,24O
These are incomes from applicati
loans are being processed during

ons, conveyancing and farm
the year.

inspection fees received when

6. Income from doubtful debts
The Corporation fully provides for all non-performing loans as per the existing credit policy
and interest accruals from such is suspended. Any collection from these loans are recognized
as income. During the year, the collections from these loans was as below:-

2019 2018
KES.'OOo KES.'000

Recoveries from NPL's 252,t38 549,L23
Balance as at 30th June 252,L39 549,L23
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7. (a) Staff Costs Actua!

30.06.19
KES.'000

Budget

30.06.19
KES.'000

Variance
Budget

30.06.19
KES.'000

Actual

30.06.18
KES.'000

Variance
Actua!

2OL7 vs 2018
KES.'000

Salaries

Oveftime
House allowance
Transport allowance
Hardship allowance

Acting/Duty & Aggregation allowance

Leave allowance

Other emoluments
Staff appointments & transfers allowances
Medical & staff Insurance expenses

Staff Insurance expenses

Pension contributions
Pension deficit contributions
NSSF employers contribution
Gratuities
Welfare & Uniforms
Leave Days Accrual

410,996
2,826

101,104
45,593

9,718
1,070

3,1L4
1,200

2,4L9
36,257
4,L47

35,164

477,400
4,200

110,000

55,000
14,000

3,150

6,500
1,500

3,500
65,000

5,200
43,000

80,000
1,200

17,000
14,200
3,900

66,404
1,374
8,896
9,407
4,282
2,080

3,386

300.00
1,081

28,743
1,053

7,836
80,000

(23)

1,849

2,448
3,900

403,449
2,607

101,525

45,797

9,069
1,011

3,L70
1,200

1,185

46,270
7,832

34,282
50,000

L,226
15,656

9,546
L8,372

7,547
2t9

(421)
(2os)

649
59

(s6)

L,223
15,151

11,752

1,235
(10,013)

(3,685)

882

(50,000)
(3)

(s0s)
2,206

(L8,372)

Total 681,735 904,750 223,OLS 752,198 (7O,463)
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7. (b) Board Members' Expenses Actual

Chairman's Standing Fees
Sitting Allowance
Travelling Allowance
Night Out & Meal Allowance
Sundry Board Expenses
Training Expenses
Medical

30.06.19
KES.'000

795
6,160
1,849
6,362

809
L,345

30.06.19
KES.'000

1,200
8,000
6,500
7,900

900
2,000
9,500

4,LL0
902

Budget Variance
Budget

30.06.19
KES.'000

405
1,840
4,651
1,539

91
655

8,500

Actual

30.06.18
KES.'000

960
6,540
2,026
6,570

Variance
Actual
2OL7 vs 2018

KES.'000
(16s.16)

(380)
(178)
(208)

809
(2,765)

(e02)
Total L7,32O 35,000 17,680 2L,LOg (3,789)

7. (c) General & Administrative Expenses:

Bank charges
Corporate Comm & advertisement
Publicity/Shows & Field days
ISO Ceftification
Corporate socia I responsibility/Donations
General office expenses
Insurance of Corporation assets
Insurance of Motor Vehicles
Land rent & rates
Legal fees
Maintenance of buildings
Maintenance of furniture & equipment
Office rentals

30.06.19
KES.'000

2,344
L3,324
7,392
6,045
2,909

15,851
2,090
8,642
L,269
L,429
1,886
5,700

20,7L4

30.06.19
KES.'000

2,500
38,300
8,500
9,000

10,000
20,000
3,000
9,500
2,500
6,500
7,500
6,000

24,000

30.06.18
KES.'000

156
24,976

1,1 18
1,955
7,091
4,L49

910
858

1,232
5,071
5,614

300
3,296

30.06.18
KES.'000

2,974
9,947
6,439

589
3,086

L5,776
4,663
6,94t
7,454
3,377
3,912
5,9t4

21,075

2OL7 vs 2018
KES.'000

(s3o)
3,378

945
5,457
(t77)

75
(2,573)

L,702
(186)

(1,948)
(1,926)

(214)
(361)
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7. (c) General & Administrative Expenses: Actual Budget Actual

Printing & stationery
Professional consultants
Subscriptions to professional bodies
Research & development
Security
Software licences Taxes & licences
Telephone, internet & postage
General hotel & travel
Entertainment Expense
Training
Vehicle fuel & oil
Vehicle maintenance
Water, electricity & gas
Transformation expenses
Auditors Fees
Misappropriation
Fringe Benefit Tax

30.06.19
KES.'000

7,226
6,773
L,982
2,742

27,t26
29,050
3t,022
22,3L9

567
34,607
13,520
L2,789
7,098
2,223
1,531
9,090

604

30.06.19
KES.'000

8,300
10,000
3,100
4,300

32,000
38,200
34,343
35,000

5,000
35,000
14,500
t5,240
9,151
8,000
2,200

Variance
Budget

30.05.18
KES.',000

1,074
3,227
1,1 18

1,558
4,874
9,150
3,32L

17,68t
4,433

393
980

2,45L
2,053
5,777

669
(9,090)

596

30.06.18
KES.'000

6,925
7,176
2,038

4L6
26,618
28,426
28,158
24,t69

700
26,026
12,925
9,933
6,694
7,892
1,531

Variance
Actual
2Of-7 vs 2018

KES.'000
301

(403)
(s7)

2,326
507
624

2,864
(1,850)

(133)
8,581

s95
2,856

405
(5,670)

1,200 708
9,090
(104)

101 980 281 573Tota!
Total

Average number of employees at the end of
the year was:
Permanent Employees - Management

909 1 584
30.6.19 30.6.18

237
27rPermanent em plovees - Unionisable

238
279

508Total 5L7
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8. (a) Propefi and Equipment
tand &
Building

Motor
Vehicles

KES'000

280,340
29,7t6

Furniture &
Fittings

Computer
Hardware

KES'000

L62,459

5,309

Office and
ICT Equip
and Others

KES'000

157,555

8,552

Totals

COSTS:

As at 1* July 2018
Additions

Disposal

KES'O00

1,1O9,559
KES'000

201,548
35,096

KES'000

L,gzO,460

78,673

(14,000)(14

As at 30th June 2OLg 1,094,559 310,056 236,6M L67,769 L76,LO7 11985,133

DEPRECIATION:

Charge for previous years

Charge for the year

Disposals

167,960

21,353

(1,990)

2L2,263
29,573

9L,2L5
19,965

L51,727

9,436

L54,728
9,77L

777,792
87,099

(1,990)
As at 30h June 2019 L87,223 24L,936 110,190 160,163 163,500 862,901

NET BOOK VALUE

As at 30s June 2Ol9 907,335 68,22O 126,464 7,605 12,509 L,L22,232

As at 30h June 2018 940,699 68,O77
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Property, plant and equipment include the following items that are fully depreciated

cosr NORMAL
ANNUAL
DEPRECIATION
CHARGE

KES'000
LL8,429
L35,274
t29,241
15,196
72,253

Motor Vehicles

Office Equipment

Computer Hardware

Software
Furniture and Fittings

KES'000
161,238
138,105
l42,LSL

16,349
58,116

Total as at 3oth June 515,959 470,393

8. (b) Intangible Assets

COSTS:
As at 1 July
Additions
Obsolete software written-off

2019
KES'O00

2t7 ALB
10,440

2018
KES'000

229,988
27,792

(40,363)

As at 30th June 227,857 2L7,4L8

AMORTISATION
As at 1 July
Charge for the year

Obsolete softura re written-off

LLz$87
67,030

91rO85
6t,964

40,363)

As at 3Os June L79,7L7 LLz,687

NET BOOK VALUE 48,14O LO4,73L
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Loans to Customers
9. (a) Loans to Customer

Medium Term Loans
Staff Loans
Directors Loans

2019
KES.'000
6,!65,776

429,947
32,774

2018
KES.',000
5,920,7L2

363,792
74,799Total Mediu m Loans to Customer 627 293

652,964

Less Accumulated provision
Medium term loans
Staff Loans

344,959
43,611 43,611Net loans to Customer 6,238,929 718

9. (b) Short Term Loans to Customers 2,299,109
336,263

2,3L7,790
336,263

Less Accumulated provisions
Net Shott Term Loans to Customers t,98,.,527
Classified Under
12. (b) Medium Term Loans
12. (b) Short Term Loans
12. (b) Staff Loans

344,959
336,263
43,611

652,964
336,263
43,61tt2'(o) Other debtors L4,t33 28,369Total 739,966 1,o61,2o5

Medium Term Loans: These a re oans whose maturity period are between twelve mon ths andfour years
staff Loans: These are loans to current staff and ex-staff
Directors Loans: These are loans to current & past directors
Shoft Term Loans: These are loans whose maturity periods is up to 12 months and
instalments for medium term loans that will fall due within the next twelve months.

1O. Deferred Tax Asset:
The net deferred tax asset is arrived at as follows

Balance b/f as at 1$ July

Notes 2019
KES.'O00

588,975

2018
KES.'000

588,975
Deferred Tax for the year (33,419)
Balance as at 3oth June 555,557 588,975

11. Repossessed Farm properties:

Acquisition value as at 1$ July
Add write back of Provision
Additions - FPIP

2019
KES.'O00

259,L67

2018
KES.',000

L37,gg5
58,429

8 874 62 744
Balance as at 30th June 26g,O4l 259,L67
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12 (a). Provisions for doubtful debts
The provision for bad and doubtful loans are done in line with the policy in note (M).

The charged amounts are classified as below.

Doubtful debts charges for the year:

Loans to Customers:
Specific provision

General provision

2019
KES.'000

2018
KES.',000

L64,L76

Total L64,176
Staff Loans:
General provisions L6,242

Total L6,242
Other Debts:
Specific provisions 28,368

Total 29,359

Total charge for the r 2O8,786
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12 (b). Accumulated provisions for doubtful debts
The accumulated provisions are analysed as below:

Specific Provisions
Balance as at 1 July
Interest Concession - Farm Loans
Re-categorization of suspended Interest
Reclassification impact of IFRS 9
Recoveries from NPL

2018
KES'O00

1,659,350
(701,050)

(330)
L,967

(252,138) (s49,t23)
Balance as at 30th June Lst,6L4 4LO,715

General Provisions
Balance as at 1st July
Write back of provisions
Charge for the year
Interest Concession - Fa

578,512
(42,697)

4t4,336

164,t76
rm Loans (6,209)

Balance as at 3oth June 529,607 578,5L2

Staff Loans:
Specific Provisions
Balance as at 1st Ju ly 24,639 24,639
Balance as at 30th June 24,63'3 24,639
Genera! Provisions
Balance as at 1* July
Charqe for the year

78,973 2,73L
t6,242

Balance as at 30th June L8,973 L8,973
Other debts:
Balance as at 1st July
Written off - rent debtors
Write back of provision

29,369

(L4,234)

23,L74
(23,t74)

Charqe for the year 28,369
Balance as at 30th June 14,133 2gr36g
Provisions Summary
General Provisions 738,966 1,061,205
Balance as at 3oth June 738,966
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13 (a). Cash and Bank Balances

Current accounts
Branch Collection Accounts
Branch Imprest Accounts
Branch Loan Funds Accounts

2019
KES.'000

t6,727
33,004

5,265
46,276

2018
KES.'OOO

77,566
24,853
6,825

37,L95
Balance as at 30th June 1O1,,272 L46,439

13 (b). Cash and Bank Balances

Current accounts
Balance as at 3oth June (10,395)

14. Short Term Deposits
Co-operative Bank
National Bank of Kenya
Kenya Commercial Bank
Interest receivable

2019
KES.'000

552,434
5L7,0LL
20,000
L4,405

2018
KES.'000

300,000
750,000
205,000

L6,502
Balance as at 30th June 111031950 L27L,5O2

The average effective interest rate on the shoft term deposits as at June 30, 2019 was 9.8o/o
(2018 L0.2o/o). These are committed funds held in short term deposits at various banks
awaiting disbursements to farmers and whose maturity is between one to six months.
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The make - up of bank balances and short term deposits is as follows:
summarized analysis of the cash and cash equivalents

Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

Financial institution
a) Current acrount
Kenya Commercial bank
Barclay Bank of Kenya
Co-operative Bank of Kenya

Account number
2019

KES.'O00

19,861

2018
KES.'O00

National Bank of Kenya

Various
6s1600952

Various
Various

7,ggg
47,293

34,591
52

2,520
L06,790Balance as at 3Ot June 75,L53 L43,943

b) On - call deposits
National Bank of Kenya 01400004368304

MM163s030200Kenya Commercial bank
200,000
20,000

200,000
20,000

Bala nce as at 30th June 220,000 220,000c) Fixed deposits account
Co-operative Bank
National Bank of Kenya
Kenya Commercial Bank
Interest receivable

Various
Various
Various
Various

552,434
3L7,otL

300,000
550,000
185,000

16,50274,405
Balance as at 30th June 883,950 1,05 1,502
d) Staff car loan/ mortgage
National bank of Kenya 01001061023900 7,734 807Balance as at 3oth June 1,734 807e) Others(specify)
Cash in transit
cash in hand
M-Pesa Phone Float
M-Pesa Cash Float
MBanking accounts
Vault Cash

Various
Various
Various
Various
Various
Various

3,496
2L7

L,397
1,903
4,891
2,096

3,490
130

1,269
2,032
7,726
7,052

Balance as at 30th June 13,ggo 21,699
Grand total L,L94,727 L,417',94L

Page 113



Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2019

NOTES TO FINANCIAL STATEMENT (Continued)

15. Trade and other receivables
Rent receivable- Other properties

Prepaid expenses
Utilities & Other deposits
Accounts receivable- Others
Recoverable fees and charges

2019
KES.'000

70,076
7,042
2,335

75,622

2018
KES.'000

40,834
39,425
2,28L

75,384
L9,472

Balance as at 3oth June L55,O76 L77,396

Specific Provision for Bad Debts L4,L33 28,368

Balance as at 30th June L4Ot942 L49,O28

At June 30, the ageing analysis of the gross trade
receivables was as follows:
Less than 30 days
Between 30 and 60 days

Between 61 and 90 days
Between 91 and 120 days

t4,L23
62,LLz
2,846
2,002

73,993

6,0t2
17,560
8,032
9,570

L34,LLsOver 120 days

Total L55,O76 L75,2gg

16. Inventories
These are stocks of stores valued at cost at the end of the financial year

2019
KES.',000

Stationery & Office Supplies L,925
Kitchen, Detergents & Toiletries 152

618Compute r Stationery

2018
KES.'000

2,940
246
404

Balance as at 30th June 2,695 3,591
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NOTES TO FINANCIAL STATEMENT (Continued)

17. GRANTS
Development
Rehabilitation
ICA
Special Emergency Fund
Ministry of Finance
rDA t0sl344
IDA 692
Vihiga
Nofth Tetu
IADP
Narok Agricultural Dev. project
World Bank Credit 4
IDA 1143 KE
IDA 1995 KE

Japanese Grant SCC Scheme 422004
GTZ Grant-2006
GOK Grant Livestock Off Take 2006
GOK Grant Livestock Off Take 2009
GOK Grant Livestock Off Take 2011
GOK Grant Livestock Off Take 2012
GOK Grant 2013
Grants - Food Security
GOK Project Subsidy Funds 2016

2019
KES'000

L8,752
2,500
3,470

40,000
2,L69
3,335

700
149
278
760

21,925
L4,529
1,594

769,000
6,055

95,000
190,000
405,650

60,000

500,000
467,579

2018
KES',O00

20,611
L8,752
2,500
3,470

40,000
2,L69
3,335

700
149
278
760

2L,925
14,529
t,594

769,000
6,055

95,000
190,000
405,650

60,000
700,000
500,000
570,000Grant Development V,ote 390,000

Balance as at 30th June
These are non-refundable grants

31426A76
from the Government of Kenya and other donors to finance

specific lines of credit (schemes) and have no associated financia I market risk. KES. 3l7,ZLS,OOO
(RSF) that had been reported as grants in our Financial Statements for 20L7l20LB has been
reclassified under Non-current liability as this is a soft loan repayable with interest from
International Fund for Agricultural Development (IFAD) and The Government of Kenya

18. GOVERNMENT EQUTTY
The Government approved the financial restructuring of the Corporation vide Sessional
paper No. 1 dated 6th November,2OO2. To this effect the Government undeftook to inject
additional equity to the Corporation amounting to Kshs. 1.3 billion in five equal installments.
The fifth and last tranche of Kshs. 260 million was received in 200612007 financial year.
The Government also converted loans due from the Corporation amounting to
Kshs.1,387,765,887 into equity bringing the total figure to Kshs. 2,6A7,76;,gg1. The equity
injection was meant to build a sustainable capital base for the Corporation. The financial
instrument has no associated financial market risk.
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NOTES TO FINANCIAL STATEMENT (Continued)

19. Reseryes
(a) General Reserue
Balance as at 1* July
Reclassification impact of IFRS 9

Waiver of GOK Interest on Loan

Loss on sale of Kitale house

Accrued Interest on GOK Loan

Interest on RSF for previous years

Reversal of Contract Gratuity
Profit after taxation for the year

2019
KES.'000

L,030,7t5

2018
KES.',OO0

gLt,278
(1,867)

LzL,304

570,L54
(3,ooo)

(40,277)
(14,651)

513
222,982

Balance as at 30th June L,766,436 1,O30,715

The General Reserve is the undistributed profit from the operations.

(b) Revaluation reserve
2019

KES.'000
787,6t8

2018
KES.',000

787,6t8Balance as at 1$ July

Balance as at 3oth June 787,618 787,6t8
Propefi and Equipment are stated at cost or as

depreciation. The Corporation's policy is to reval
revalued from time to time less accumulated

ue propefi once every five years. Increases

in the carrying amount arising on revaluation are credited to a revaluation reserve.

Decreases that offset previous increases of the same assets are charged against the

revaluation reserve. All other decreases are charged to the Income Statement.
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NOTES TO FINANCIAL STATEMENT (Continued)

20. (a) Redeemable Government Loans and
Interest:
Principal
IBRD 1995 KE Credit 4
RSDP1974 KE

ADB Livestock (pig)

2019 2018

KES.'000 KES.'000

259,036
t82,749
62,143

GOK Restructured Redm Loan 502,927
Sub Total 5O2,927 27

fnterest
IBRD 1995 KE Credit 4
RSDP1974 KE

ADB Livestock (Pig)
Accrued Interest 2018
GOK Restructured Red. Loan

309,913
208,447
51,995

(38,262)
40,277

Sub Total 40,277 531,892
Total 543,2O4
20. (b) Risk Sharing Fund & Interest
Risk Sharing Fund
Interest

377,2L5
14,651

377,215

Sub Total 391,966 377,2L5

Total 935,070 L,4l 2,O34

20. (c) Agency Funds:

Kenya Sugar Board
Coffee Dev Fund
NIB- Ahero rice rev fund

2019
KES.',OO0

722,279
9,516

100,000

2018
KES.'OOO

722,219
9,516

100,000
Sub Total 83L,734 83L,734
Grand Total 11726,526 2, 243,768
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NOTES TO FINANCIAL STATEMENT (Continued)

2019 2018

NOTES KES.'000 KES.'000

21. Payables and Accruals
(a) Payables
Borrowers credit balances

Unprocessed Loan ReceiPts

Customers Loan deposits

279,L98

L,460

L09,932

361,848

53

L4L,235

Balance as at 30th June 39O,589 503,136

(b) Other Payables and Accruals

Cash security deposits

Insurance receipts

External audit fees

Gratuity

Employees other deductions

Accrued Leave days

Other payables

Interest on redeemable loans

3,930

L6,987

1,531

L9,709

3L7

L2,498

45,252
24,826

8,299

3,924

3,062
23,520

734

25,589

L39,46L

38,262

Balance as at 3oth June L25,O49 242,85L

(c) Current Tax PaYable
Balance as at 1s JulY

Deferred tax for the Year
23 (a)

KES.'OOO

328,017

(33,418)

90,154

2019 2018

KES.'OO0

L70,732

L57,285tax for the yearCorpora'!e
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NOTES TO FINANCIAL STATEMENT (Continued)

Analysis of Rent Income& profit on disposal of
assets

22. (a) Rent Income

Details are as follows:-

Development House Income/(Loss)

2019

KES.'000

2018

KES.'000

Other Properties net Income

25,794

63,797

12,693

56,74L
Balance as at 30th June 88,991 69,434

22. (b) Profit/Loss on disposal of assets
The details are as follows:-

Motor Vehicles

2019

KES.'O00

2018

KES.'O00

1,639

36
Gain on disposal of other assets (1

Balance as at 3oth June (L,2421 L,675

22. (c) Proceeds from disposat of propefties & equipment & repossessed
farm properties
The proceeds from sales of above assets are included in the cash and
bank balances.

s/No REG NO MAKE DATE OF
ACQUTSTTION

0u0717987

PROFIT SETLING
PRICE

ACC
DEP

70,756 1,990

cosr
PRICE

1

2

Kitale -
Residential

2L16lXVfiI/49 Houses
Sale of other
assets

14,000 (L,254)

-72 47
Balance as at 3oth
June 14,OOO (1,242) LO,797 1,99O
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NOTES TO FINANCIAL STATEMENT (Continued)

rNcoME TAX EXPENSE/ (CREDTT)

23(a) Current taxation

NOTES

Current taxation based on the adjusted
profit for the year at 30%
Current tax: prior year under/(over)
provision
Current year deferred tax charge

Prior year under-provision for deferred tax

(b) Reconciliation of tax expense/(credit)
to the expected tax based on accounting profit

Profit before taxation

Tax at the applicable tax rate of 300/o

Current tax: 2010/201 1 under-provision

Tax effects of expenses not deductible for
tax purposes
Tax effects of income not taxable
Tax effects of excess capital allowances
over depreciation/a moftization

Deferred tax prior year over-provision

2019

KES.'OOO

90,153

2018

KES.'000

t57,285

90,153 L57,28,5

2019

KES.'O00
313,134

93,940

3,100
(L7,079)

L0,L92

2018

KES.'000
278,590

83,577

Lt,575

62,636

(s03)

90,153 L57,28,5
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XVII. PROGRESS ON FOTLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditror. we have
nominated focal persons to resolve the various issues as shown below with the associated time frame within h,hich we expect the issues to be
resolved

During the year under
continued with the pu

review, the Corporation
rsuit of title documents

for all its properties through the Ministry of
Lands and Urban Development and the
National Land Commission and has
documentary evidence of the communication
with the respective government entities. We
endeavor to continue with the pursuit of the
same.

Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management comments Focal Point
person to
resolve the
issue (?y'arze

and

Status:
(Resolved /
Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be

201712018
Audit
certificate

Property and Equipment
The Property and equipment balance of
KES 1,142,668,000 as at 30th June 2018
still include as previously reported, twenty
nine developed plots measuring 5.3324
hectares valued at KES 19L,627,798 and
seven undeveloped plots measuring 1.5383
hectares with no ownership documents. In
addition, the value of land and buildings
with a net book value of KES 940,698,000
as disclosed under note B (a) to the
fi nancial statements, excludes unvalued
parcels of land located in Busia, Nanyuki
and Kerugoya whose ownership is in
dispute. Although the management has
explained that it has continued with the
pursuit of title documents for all its
properties through Ministry of Lands and

Commission, no tangible
achieved as at the date

the National Land
results have been

Chief Manager
Legal Services
Rose Ochanda

Unresolved

lrt
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Reference
No. on the
external
audit
Report

Issue / Obseruations from Auditor Management comments Focal Point
person to
resolve the
issue (?{crze
and
designation)

Status:
(Resolved /
Not
Resolved)

Timeframe:
(Put a date
when you
expect the
issue to be

resolved)

of this report.

Net Medium Term Loans to Customerc
As reported in the previous years and as
disclosed under Note 9 (a) to the financial
statements, net medium term loans to
customers of KES. 5,602,7L8 as at 30 June
2018 includes an amount of KES.

22,66I,000 advanced to thirteen farmers in
Kapsabet. Information available indicates
that the Corporation advanced the amount
against various collaterals in form of title
deeds which appeared fraudulent.
Although the management has explained
that the Corporation filed six (6) cases
against the fraudsters under Eldoret HCC

No.100,102,103,104,105 and 106 of 2011
and judgement entered in favor of the
Corporation, however as at the date of this
report, execution of the warrants issued
had not been effected. In the
circumstances, the recoverability of the
amount of Kshs. 22,661,000 is doubtful.

Further to our previous responses, the
Corporation asserts that it employed its

internal machinery through the regional and
the branch offices to carry out investigation on

the traceability of the fraudsters. Presently, the
execution of the said warrants is not possible

due to their expiry. The Corporation finds itself
in a difficult position of applying for fresh
warrants as it cannot trace the persons against

whom they are supposed to be executed.

The Corporation has fully provided for these
cases as bad and doubtful debts in our
accounts and put them under non-accrual
status,

Chief Manager
Legal Seruices
Rose Ochanda

Unresolved.

Current Tax Payable
The statement of financial position as at
30th June 2018 reflects current tax payable
of KES 328,017,000 which is an increase of
KES 770,732,000. Although the
manaqement has explained that the

The Corporation has engaged services of a tax
consultant to assist in determining it's tax
liability. Upon finalization of the report, the
Corporation will effect the necessary
adjustments in the current financial year.

General
Manager -
Finance. Mr
Tom O. Akeno

Not
resolved.

,
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Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management comments Focal Point
person to
resolve the
issue (Name
and

Status:
(Resolved /
Not
Resolved)

taxable profit was asceftained in
accordance with paragraphs 15 & 16 of the
Income Tax Act, C-ap 470 of the Laws of
Kenya, no sufficient evidence has been
provided to show how the current tax
figure of KES 328,017,000 and the
corporation tax for the year KES
157,285,000, respectively were
determined. In addition, the report
provided by the Corporation from a
consultant hired to determine the current
tax liability and corporation tax for the year
during year does not confirm both the
current tax figure of KES 328,017,000 and
the corporation tax for the year of KES
157,285,000 as reported. ConsequenUy,
the accuracy of the current tax payable of
KES 328,017,000 cannot be confirmed.

As previously reported in 2015120L6 and
earlier years, examination of records
between January 2005 and November
2010 revealed that the Corporation lost a
sum of Kshs. 35,840,714 through
fraudulent transactions involving
encashment of 196 cheques by various
staff members. The case is still in court

Loss of Cash

for the loss that wouldand a

This is an ongoing criminal case file no
7L3119120L2 court fite 13LU2OLZ Repubtic of
Kenya vs. Lawrence M. Bokoro & Another that
is ongoing at the Milimani Law Court.

Chief Manager
Legal Services
Rose Ochanda

Unresolved
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Guidance Notes:

(i) Use the same reference numbeB as contained in the external audit reporu

(iD Obbin the "Issue/Observation" and 'management comments", required above, from final external audit report that is signed by

Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsible for

implementation of each issue;

(iv) Indicate the status of'Resolved" or "Not Resolved" by the date of submitting this report to National Treasury.

1^u\ag
Managing Director

Date 21st August 2019

Chairman of Board

Date 21* August 2019

Reference
No. on the
external
audit
Report

Issue / Observations from Auditor Management comments Focal Point
person to
resolve the
issue (?/arne

and
designation)

Status:
(Resolved /
Not
Resolved)

Timeframe:
(Put a date
when yoa
expect the
issue to be

resolved)

have been necessary in relation to this
uncertainty have not been incorporated in

these fi nancial statements.

t

.t
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APPENDTX 1 PROJECT IMPLEMENTED BY THE CORPORATION
No project was undeftaken during the period under review.

APPENDIX 2 RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

Name of the
MDA/Donor
Transferring
the funds

Where Recorded/ recognized
Date
received as
per bank
statement

Nature:
Recurrent/Developm
ent/Otherc

Tota!
Amount -
KES

Statement of
Financial
Peformance

Capital
Fund

Deferred
Income

Receivables Others -
must be
specific

Total
Transfers
during the
Year

The National
Treasury

07104120t8
Grant - Development
Vote 150,000 150,000 150,000

The National
Treasury

20102120ts Grant - Development
Vote 150,000 150,000 150,000

Total 300,o0o 300,oo0 300,000
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APPENDIX 3 ANALYSIS FOR MOVEMENT rN pROpERTy AND EQUIPMENT FOR CASH FLOW STATEMENT

Opening balances Land &
Buildings

Motor
Vehicles

Office
and ICT
Equip and
Others

167,555
t54,728

Softurare Control
Total

2,t37,878
890,479

Furniture Computers
&
Fittings

Balances as at 30s June 2018
Less: Accumulated Depreciation

111081558
167,860

280,340
212,263

zOL,58
9t,2L5

L62,459
151,727

2L7,4L8
LL2,687

Opening balances as at 1* Iuly 2018 68,077 110,333 LO,732 L2,827 LO4,73L 1,247,399

Add: Additions during the year
Depreciation eliminated on disposal

Less: Disposal during the year
cha

29,7t6 35,096 5,309 8,552 L0,440 89,112
1,990

14,000
1,990

14,000
2 353 29 s73 965 436 77L 67 030 1

Balances as at June 2OL9 9O7,334 68,220 t26,4il 7,605 L2,607 48r140 L,L7O,37L

Property and Equipment as at June 2019
Intangible Assets as at June 2019

Add Purchases
Propefi and Equipment as analyzed above
Intangible Assets

Less disposal

Less dep for the year
Add dep on disposal
Non-Current assets as at 30-06-2019

L,L42,668
L04,73r

L,247,398

11336,509
11336,509

14,000)
t,322,5O9

(L54,L29)
1,990

L,170,37L

(

I
;l
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