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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

BACKGROUND INFORMATION

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 financial institution under the Agricultural

Finance Corporation Act, Cap 323 of the laws of Kenya. At cabinet level, the entity is

represented by the Gbinet Secretary for the Ministry of Agriculture, Livestock and Fisheries,

who is responsible for the general policy and strategic direction of the entity, 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 Corporation

representatives, private companies, public bodies, local authorities and other persons engaging

in agriculture or agricultural industries.

PRINCIPAT 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 seruices tailored to meet diverse and exclusive needs of

Kenyan farmers.

VISION

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

"To provide sustainable financing through pafticipative and collaborative financial and non-

financial interuentions, innovations, technology and products."

CORE VATUES

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 seruice delivery;

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

clients, staff and partners are well serued 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 worKorce and the communities where we operate

ll



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30h June, 2021

BOARD OF DIRECTORS

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

I

Name

1, Hon. Franklin Bett, EGH

2. Prof. Dulacha Galgallo Barako

3. Mr. Tobias Okongb Osano

4. Mr. George Kubai

5. Dr. Zablon Nyaenya Ayiera

6. Eng. Muriuki Karue Muriuki

7. Mrs. Rosemary Muthoni Munio

B. Mr. Isaac Mundui Matu

9. Eng. Luke Kangogo Kittony

10. Ms. Rukia Rashid

Chairman

Alternate to the Gbinet

Secretary

The NationalTreasury

Alternate to the Principal

Secretary Ministry of

Agriculture-Livestock &

Fisheries

Managing Director

Member

Member

Member

Member

Member

Member

Appointment date

05-May-2019

30-Sep-2019

07-Aug-2020

22-Feb-2021

07-Aug-2020

07-Aug-2020

02-Oct-2015

07-Aug-2020

07-Aug-2020

07-Aug-2020

CORPORATION SECRETARY

Mrs. Rose Ochanda

Development House,

Moi Avenue,

P.O Box 30367 - 00100 GPO

Nairobi.

Kenya

lll
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REGISTERED OFFICE

Development House,

Moi Avenue,

P.0 Box 30367 - 00100 GPO

Nairobi.

Kenya.

CORPORATION CONTACTS

HEADQUARTER
Development House,

Moi Avenue,

P.0 Box 30367 - 00100 GPO

Nairobi.

Kenya.

CORPORATION BANKERS

National Bank of Kenya Limited,

Harambee Avenue,

P.O Box 41862 - 00100 GPO

Nairobi.

Kenya.

KCB Bank Limited,

Moi Avenue,

P.O Box 30081 - 00100 GPO

Nairobi.

Kenya.

CONTACTS
Telephone z +254-020-33 1 7 1 99

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.
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INDEPENDENT AUDITOR

The Corporation's auditor in accordance with the Public Audit Act, 2015 was:-

Auditor General,

Office of the Auditor General,

P.O Box 30084 - 00100 GPO

Nairobi.

Kenya.

PRINCIPAT LEGAL ADVISERS

The Attorney General,

State l-aw Office,

Harambee Avenue,

P.O. Box 407t2 - 00200 City Square

Nairobi, Kenya.

v
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Hon. Franklin Kipng'etich Bett, EGH is a career civil servant

with over thifi five years of seruice 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.

Hon. Amb. Ukur Yattani Kanacho, EGH has over 27-

years experience in public administration, politics, diplomacy

and governance in public sector since 1992. Before his

appointment as Cabinet Secretary for the National Treasury

& Planning, he served as the Cabinet Secretary for Labour

and Social Protection since January 2018. Between the years

2006 -2007 while a Member of Parliament for North Horr

constituency, he also served as an Assistant minister for

science and technology. At the height of his career (March 2013-August 2017), he served as

a pioneer Governor of Marsabit County. In lune 2009 and October 2012, he served as

Kenya's Ambassador to Austria with Accreditation to Hungary and Slovakia and Permanent

Representative to the United Nations in Vienna. In this position, he aggressively pursued and

advanced Kenya's foreign interests. In addition, he has held senior leadership positions at

various diplomatic and international agencies such as International Atomic Energy Agency

(IAEA), United Nations Organization on Drugs and Crimes (UNODC), United Nations Industrial

Development Organization (UNIDO), Vice Chairperson of United Nations Convention Against
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Transnational Organized Crime (UNTOC), Vice President of Convention on Crime Prevention

and Criminal Justice (CCPI), and chair of African Corporation of Ambassadors among

others. During the years 1992-2015, he serued in different positions in Kenya's Public

Administration including a District Commissioner, where he sharpened his management

and administrative skills. He has Master of Arts in Public Administration and Public Policy,

University of York, United Kingdom, 2005; and Bachelor of Arts in Economics, Egefton

University, Kenya, 1991.

Prof. Hamadi Iddi Boga, is the Principal Secretary State

Department for Agricultural Research and Acting Principal

Secretary, State Department 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

October 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

20tZ). From 2012-2016 he was the Principal of Taita Taveta Universi$ College.

He has an extensive international and local network of scientific engagements and

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

Prof. 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.

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.

Prof. Dulacha G. Barako, PhD is the Senior Advisor

to the Gbinet Secretary, The National Treasury. He is

also adjunt Professor of Finance at KCA University.

Prior to joining the Ministry, he was an associate

professor of Finance at Moi University School of

Business and the head of academic division at the

Kenya School of Monetary Studies.

Prof. Barako, holds a PhD from the University of

Western Australia, a Master of Business Administration and a Bachelor of Commerce degree

both from the University of Nairobi. He has previous held other positions including being the

technical advisor to the Commission on Revenue Allocation and a principal researcher at the

Central Bank of Kenya. He has extensive experience in research, leadership, financial

management and quality assurance.
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Mr. George Kubai is the Managing Director of Agricultural

Finance Corporation. He is responsible for spearheading the

Corporation's business strategy and operational excellence. He

has proven executive leadership skills with over 15 years'

experience in business management, relationship management,

supply planning, project management, credit control, depot

management and performance management. Prior to joining the

Corporation, he worked at National Oil Corporation of Kenya

(NOCK) where he was the General Manager, Downstream Operations. Mr. Kubai has held

senior managerial positions in commercial banks, insurance companies and multinational

Corporations having worked with Equity Bank, Sanlam Kenya (Pan Africa Insurance Holdings)

and the Coca-Cola Company among others. He holds a Bachelor's degree from Maseno

University and a Masters of Business Administration from lomo Kenyatta University of

Agriculture and Technology.

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

i ndependent 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.
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Dr. Zablon Nyaenya Ayiera is a lecturer at Moi University,

School of Arts and Social Sciences, Nairobi campus and a

Departmental Director of Stewardship Development and Trust

Seruices at East Kenya Union Conference of Seventh Day

Adventist Church. He is widely published and has carried out a

number of research projects on societal and theology matters.

He serues on various boards and Christian development programs. He is Chairman, Board of

Management at Menyenya High School, Chairman, Board of Management at Riomego SDA

Primary Boarding School, East Kenya Union Conference of Seventh Day Adventist Church

Camp meeting Coordinator among others.

Dr. Nyaenya holds a Ph.D. from Moi University, Masters in Theology from St. Paul's University

and a Bachelor of Afts in Theology from Tanzania Adventist College, University of Eastern

Africa, Baraton.

Eng. Muriuki Karue Muriuki is a registered consulting

engineer and former Senator for Nyandarua County and former

MP for Olkalou Constituency. He is credited for having crafted

the bill that established the Constituency Development Fund

(CDF) in 2003.

He holds a Bachelor of Science in Engineering from the

University of Nairobi and has done roadwork's course from

Birmingham University.
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Ms. Rukia Rashid is passionate in driving women and youth

development matters across all sectors especially in the trade

and agricultural arenas. Currently she serves as the Chairperson

of Kenya National Chamber of Commerce and Trade Chairperson

of Agricultural Society of Kenya, Mombasa County.

In addition, she serves on various boards and community

development programs including Makupa Boys High School,

Mombasa Council of Elders and Mombasa County Security Team.

Eng. Luke Kangogo Kittony is a retired licensed Aircraft

Maintenance Engineer with over 30 years' experience in the

aviation industry (Engineering), He has worked at Kenya Air

Force as a Warrant 0fficer, African Express Limited as a Chief

Inspector and Technical Manager, Kenya Airways as Principal

Engineer Quality Systems, Kenya Civil Aviation Authority as

Director Aviation Safety, Security and Economic Regulations and

East African

Community Civil Aviation Safety and Security Oversight Agency (EAC CASSOA) as Deputy

Executive Director (Technical). Currently he is a part time lecturer at Moi University, School of

Aerospace Science.

Mr. Isaac Mundui Matu is a skilled agricultural manager and a

farmer. He has worked as a Farm Manager at Murithia Farm and

Transport Manager at Murithia Transpofters in Nakuru.

He holds a Bachelor of Business Administration Studies from

College of British Columbia, Vancouver, Canada.
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Mr. Tobisa Okong'o Osano is an economist with a wealth of

experience spanning over 20 years in both public and private

sector. Currently he is the Chief Finance Officer at State

Department for Crop Development and Agricultural Research, a

position he has held since 2017 . He holds a Master of Arts in

International Studies from Korea University and Bachelor of Arts

(Economics) from the University of Nairobi. Mr. Okong'o is a

Ceftified Public Accountant (CPA).

He is registered with National Council for Persons with Disabilities (NCPWD) and is a member

of Economists Society of Kenya and Institute of Certified Public Accountants of Kenya (ICPAK).

Mrs. Rose Ochanda is the Company Secretary and Chief Legal

Officer. 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.
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BOARD COMMITTEES

Name of the Committee Members

Finance & Resource Mobilization
Committee

1. Hon. Muriuki Karue
2. Isaac Matu
3. Prof. Dulacha Galgalo

Human Resource Committee
1. Ms Rukia Rashid
2. Dr. Zablon Ayiera
3. Tobias Osano

Credit and Risk Committee
1. Eng. Luke Kangogo
2. Rosemary Munio
3. Tobias Osano

Audit Committee

1. Rosemary Munio
2. Prof . Dulacha Galgalo
3. Ms. Rukia Rashid
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Mr. George Kubai is the Managing Director of Agricultural Finance

Corporation. He is responsible for spearheading the Corporation's

business strategy and operational excellence. He has proven

executive leadership skills with over 15 years' experience in

business management, relationship management, supply planning,

project management, credit control, depot management and

performance management. Prior to joining the Corporation, he

worked at National Oil Corporation of Kenya.

(NOCK) where he was the General Manager, Downstream Operations. Mr, Kubai has held

senior managerial positions in commercial banks, insurance companies and multinational

Corporations having worked with Equity Bank, Sanlam Kenya (Pan Africa Insurance Holdings)

and the Coca-Cola Company among others. He holds a Bachelor's degree from Maseno

University and a Masters of Business Administration from Jomo Kenyatta University of

Agriculture and Technology.

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.
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CPA Tom Akeno is an accomplished finance professional with

extensive public seruice experience spanning over 30 years

having previously worked for the Ministry of Agriculture and the

Kenya Tea Development Authority (KfDA). He has vast

experience in financial accounting and management, corporate

finance, financial systems implementation and Co-operative's

management. Since joining the Corporation as an Accountant in

1995, he has risen through the 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).

Mr. Kipkemboi 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

i
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Mr. Daniel Olilo is an accomplished Information Technology

Specialist with over 16 years of experience in the field of ICT.

He has previously worked at the Regional Centre for Mapping of

Resources where he was able to implement various applications

that are currently being used to serue RCMRD's member

countries. Daniel is a holder of a Bachelor of Science in

Computer Studies, University of Sunderland. He is currently

pursuing a Master of Business 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. Jackson 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

smallholder farmers in the Corporation.

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.

xxlt



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

''uaq a(Gontrlr'lfgfl)i];

Ms. Anastasia Wachira has a wealth of experience in

credit having pafticipated 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

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

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

Strathmore University.

Ms. Pauline 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

Norwegian Fund for Developing Countries (NORFUND)

and the Anglo-American School, Moscow. In addition she

is an accomplished facilitator and trainer.

She holds a Master of Arts 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.
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MANAGEMENT TEAM (Continued)

Mr. Bonano Badia is an accomplished finance expeft

specializing in project finance, deal structuring and

rehabilitation of underperforming projects with practical

industry experience spanning two decades. He has

extensive experience in unusual and innovative

development financing. His milestones projects include

the innovation and implementation of weather based

index products, managing the premier farmer

based lending program under the Sugar Development Fund amounting KES L.2

billion, designing and implementing bespoke IT credit based delivery systems and

leading cross cutting teams on various socio-economic assignments notably

integrated squatter resettlement programs, national agricultural mechanization

program and a taskforce member on the rehabilitation of agricultural based state

agencies. As credit lead, his main roles entail crafting strategies that deliver

subsidized credit sustainably in a rapidly evolving and competitive environment.

He manages an annual fund in excess of KES 800 million with a staff compliment of

over 350. His achievements in this role include the mainstreaming of the African

Development Bank Lead Prudential Standards Guidelines and Rating System (PSGRS)

in AFC, institutionalizing Credit Referencing and Risk transfer mechanisms and

entrenching benchmark credit norms in the largely agri-based portfolio. Bonano is a

CPA finalist from the Strathmore University. He holds a Bachelors Degree in

Economics, and a Masters of Science in Finance & Investment from the University of

Nairobi.
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Mrs. Betty Suge has over 10 years' experience in

Accounting, Auditing & Risk Management from both the Private

and Public Sectors. She holds a Master of Business

Administration in Finance-(Kenyatta University) and a Bachelor

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

Certified Public Accountant (CPAK) and is currently pursuing

certification in the Certified Information Systems Auditor (CISA)

Betg 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.

Mr. Iohn N. Mungai is an economist with over 10 years

of experience in economic development and development

finance. His key strengths and interests include: financial

inclusion, project finance; strategy development and

execution; economic and operational planning; research;

fundraising; project management; Quality Management

and peformance management.

He previously worked as an economist for The National Treasury and Planning -

Kenya and the County Government of Meru- Kenya. Mr. Mungai holds a Bachelors of

Arts degree in Economics from Egerton University and a Masters of Science (MSc.)

degree in Economics from Jomo Kenyatta University of Agriculture and Technology

(JKUAT). He has also undertaken other relevant courses including; Senior

Management Course (KSG), ISO QMS lead auditor Course (Bureau Veritas), Result
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Based Monitoring and Evaluation Course (KSG), Financial Modelling Project Finance

Course (AADFI) and Policies for Growth Course (The World Bank Institute)

I Mr. Hezron Mbugua is a career procurement

professional who has worked in the Corporation for 18

years. He holds a Bachelor of Business Administration &

Management degree (Purchasing and Supply Chain

Management) from St. Paul University, a Graduate

Diploma in Purchasing and Supply from the Chaftered

Institute of Purchasing and Supplies (CIPS)-UK and a

Diploma in Purchasing and Supplies from Kenya Institute

of Management (KIM).

He is a member of the Chartered Institute of Purchasing and Supplies (CIPS)-UK and

Kenya Institute of Supplies Management (KISM).
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General Overuiew

The year 202012L was the most challenging year in the history of our Corporation

and the economy as a whole. After a promising start with positive performance in the

first weeks of the year, our full attention turned to the persistent spread of the

COVID-19 pandemic and its impact on the industry and our business. The Board of

Directors worked closely with the management to define and implement measures to

protect the business and strengthen the Corporation's resilience. Firstly, we created a

dedicated committee to focus on implementing measures to protect the health and

safety of employees and customers. Secondly, we immediately under took a

comprehensive cost cutting initiatives at all levels and launched a series of financing

transactions to strengthen the financial position of the Corporation. Adapting the

structure of our organization to the new business reality was the next impoftant step,

for which we made difficult and tough decisions.

Financial Peformance

From a results perspective, the pandemic and related travel restrictions heavily

impacted our peformance, with pretax profits decreasing by 54o/o to KES 147.7

million compared to KES 318.7 million in the previous year. In this context,

implementing cost-cutting initiatives at all levels of the organization generated costs

savings of KES 240.5 million against a budget of KES 1.3 billion and played a key role

in the Corporation's resilience.

Despite the challenging environment, these initiatives underpinned by the

remarkable support of our Government, as well as existing and new stakeholders -
allowed us to strengthen our balance sheet and to create a solid liquidity position to

mitigate the revenue impact of the Covid-19 pandemic. These measures saw our

asset base grow to KES 11.7 billion up from KES 11.4 billion in 2019120 financial

year.
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Community Engagement

It is in difficult times such as these, that support for disadvantaged children and

families is most needed. Our CSR programs around the country continued to support

and assist communities in markets where we operate.

Looking Forward

In the coming financial year 2021122, we will be implementing several initiatives to

strengthen the financial position of the Corporation, allowing AFC to endure the

pandemic, even if the recovery takes longer than expected. Today, over a year later,

we have learned many important lessons on how to best handle and cope with the

crisis and, despite the still limited visibility, we can be cautiously remain optimistic

that in the financial year 202L122 we will see tangible improvements with respect to

the overall health situation and the economic recovery. Rest assured that we remain

vigilant regarding any developments to provide even safer working environments for

our employees and customers. From the Corporation perspective, we are well

prepared and ready to accelerate groMh as soon as restrictions are lifted.

This year, a very special "Thank You" is due to all our employees and management

teams, as the work, dedication and support given to the Corporation has been

immense and exceptional in so many ways. We are equally grateful for the ongoing

trust received from our various business partners and shareholders, thereby

invigorating our long-standing relationships and allowing us to continuously foster

our common vision to fufther develop AFC as a world class financier.

Hon. Franklin Bett, EGH
CHAIRMAN
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Managing Director's Statement

I have the pleasure to present the annual repoft of the Corporation for the financial

year 2020121. Amid the profound upheaval of the year, AFC's fundamental purpose

never wavered. We began our 57th year as a Corporation with utmost confidence in

our business strategy. We ended the year more certain than ever of the essential

and life-changing role that the Corporation play in improving lives and empowering

communities through food stability and playing a critical role in the Government's big

4 Agenda.

Throughout the year, the Corporation responded to the economic impacts and

operational setbacks from COVID-19 with strong governance and oversight. We had

to implement tough and difficult but necessary financial decisions approved by the

Board to maintain operating cash flow and preserue jobs. These measures

strengthened our financial position and allowed the Corporation to bounce back

quickly as a strategic entity.

The management also worked closely with the Board to assess how the

consequences from COVID-19 had influenced the Corporation overall risk profile. We

made tactical adjustments as needed, but the core elements of our business strategy

remained essentially unchanged throughout the year under review.

The foundational values of integrity, transparency and accountability drove long-term

success for our Corporation as well as for the counties where we operate and the

communities we serve. We reinforced our commitment to doing business in the right

way during the year through our Governance structure, Business Ethics and

Compliance program, which enabled us to balance the risks inherent in our emerging

markets with the considerable opportunities that exist.
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Financial Review

Our profit before tax for 2020121dropped by 54o/o to KES. L47.7 million compared to

KES. 318.7 million in 20L9120 driven by a 7o/o growth in net interest income to KES.

965.5 million. The non-interest income dropped to KES 632.3 million from KES 1.4

billion reported in the previous period, representing a 54o/o decline. Similarly, arising

from the loan waiver exercise concluded during the year, the loan loss provisions

significantly reduced to KES 329.t million compared to KES 743 million reported in

20t9 I 2020 fi na ncial yea r.

Operating expenses were down by 5o/o to KES. 1.0 billion. Most expenses under this

category remained stable and within the approved budget limits. Total assets of the

Corporation surged to KES. 11.7 billion, a growth of 2o/o from KES. tL.4 billion

reported in 2019120 financial year. The key drivers for this growth were the loan

book growth of 5olo to KES. 9.8 billion and Government injection of KES. 500 million.

Loans worth KES 4.1 billion were disbursed compared to KES 4.2 billion disbursed in

the previous year. On the other hand, a total of KES 4.3 billion was collected

compared to KES 3.3 billion collected in the previous year representing a growth of

32o/o.

Looking Forward

At the time of preparing this repoft, a number of our projections and business plans

changed due to the devastating effects of the COVID-19 pandemic, which was first

detected in Country in March 2020.

Protecting the health of the public continues to take precedence at this point with the

contingency measures that are in place to contain the virus adding to the economic

vulnerabilities.
xxx
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Additional restrictions to personal mobility including self-distancing and quarantine

have fufther impacted the economic outlook.

Our positioning remains a great focus for our brand. We have plans to expand our

branch footprint, ofFer seamless seruice to our customers and deliver exceptional

seruice. The outlook beyond COVID-19 remains optimistic, while the timing remains

fluid. We are well positioned to weather this period and grow once the pandemic is

contained. We are supportive of the measures the government is taking to protect

lives and we continue to focus on the safety and health of our customers and staff.

Conclusion

I want to thank my fellow colleagues for contributing their business expeftise and

industry knowledge. In particular, I extend my entire appreciation to the Board for

their invaluable contributions and advice in a turbulent year.

Although some uncertainty remains in our industry and in the counties that we selve,

I feel confident that AFC is on a strong footing as we begin this New Year. The set

back is temporary. The years ahead are exciting! AFC is here to offer financial

support to achieve your greatness.

Mr. George Kubai

MANAGING DIRECTOR
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Section 81 Subsection 2 (0 of the PFM Ad, 2012 requires the accounting officer to

include in the financial statements, a statement of the Corporation's performance

against the predetermined objectives. Arc has pillars and objectives within its

strategic plan for the FY 20lBl20L9-202212-23. AFC's three strategic pillars are

anchored on the BIG 4 Agenda specifically on 'food and nutritional security'and

'agro-manufacturing'

These strategic pillars are;

a) The Big 4 Agenda

b) Financial inclusion and access

c) Business Efficiency and governance

The Corporation developed its annual work plan based on the above pillars. The

assessment of the Board's performance against the annual work plan is done on a

quarterly basis. The Corporation achieved its annual targets set for the FY 2020121

as indicated in the table below.

Strategic
Pillar

a) The Big 4

Agenda

Enhance
Government
collaboration to
achieve Big
Four Agenda
and minimize
wastage

i). Enhance
Government
collaboration to
achieve Big Four
Agenda

Activities
2O2Ol2O2t

Establishing
partnerships

Achievements
2O2Ol2O22L

. Signed an
MOU with MOALF
& TNT on ENABLE
YOUTH Kenya.

. Signed an
MOU with MOALF,
Agricultural sector
Development
Support
Programme

Objective Initiatives
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Strategic
Pillar

b) Financial
inclusion
and
access

Drive financial
inclusion in
agriculture
sector

ii). Paftner with all
credit providing
government institutions/
agencies in the
agricultural sector

Develop lending
products for
marginalized sectors in
agribusiness (Youtt,
Women, People in
ASALS and Islamic

Objective IniUatives Activities
2O2Ol2O2t
Establishing
partnerships

Develop Islamic
and youth focused
products

Mobilize tunds for
financing the
taryet Corporations

Achievemenfs
2O2Ol2022r

o Existing
partnership with
TNT on Risk
Sharing Facility

o Existing
partnership with
Commodities Fund

compliant
ftamework.

o

Develop a

wholesale
lending model
to de-risk and
catalyze
private sector
agriculture
financing

Develop wholesale
products tailored to the
private sector and target
segments

Pilot two wholesale
products

with BADEA in
progress for a
of credit

o Piloted Co-
operative Ride- on
Access Window
(CRAW) and
Microfinance Ride-
on Window (MRAW)
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:Stralegic Objecdve " 'Htft{flSves
Pillar "

ActiyitFs
202Ailozt
Develop five
partnerships with
private sector

Aehletetir€nts.
20zdfttriIi
Developed
partnership with:-

. Kenya
Crops & Dairy
Market Systems
(KCDMS)

. UN Women
(launch of WAAW
product & Capacity
building)

. ACDI VOCA
(Finance
construction and
establishment of
AFC Marsabit
branch)

o FAO/EU
(WAAW baseline
survey and launch)

. AGRA,
capacity building &
improving access
to agricultural
financing in Bura.

. FSD Kenya,
strategic plan
implementation

o TECHNOSE
RVE, identification
and provision of
markets for
farmers

Financial
inclusion
and access

Formulate partnerships
with the private sector
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i,

I

I
il

I

c) Business

Efficiency

Optimize
the
business
model and
accordingly
enhance
operational
efficiencies
to realize
cost savings

Optimize the business
model (through
rebalancing loan book
and enhance
recoveries of NPLs)

Reduce overheads for
increased efficiency

Undertake
wholesale lending

Undeftake human
capiEl audit

A toEl of KKES,

770 million has
been disbursed
towards the
wholsale lending
model

Rescheduled fori
2O2U22F-(

Enhance organizaUonal Train shff
capabilitis

Trainings
conducted duringi
the ffiod under
review as follows:t

. staff on L

customer care
. staffon

disability
mainstreaming. 

Io staffon I

Advanced program
in development 

Ifinance. I

o staffon
Sharpening credit ,

assessment skills
o staffon

financial reporting
. staffon

public relations
(PRISK)

o staff on
various

t
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Objective InitiativesStrategic
Pillar

d) Enhance
Govemance &
management
framework

Adherence to
Statutory and Legal
requirements
ConstituUon of Kenya,
Arc Act, PPO& Labour
Laws, Environment
etc.

Enhanced compliance
to standards e.g ISO
9001:2015

Activifies
2O2Ol2O2L

Submit all reports

internal &
external ISO
9001:2015 audits
was undertake in
December 2020

Achievements
2O2Ol2O22t
continuous
development
programs

. Submitted
four quarterly
reports to:

. The
Commission on
Administrative
Justice.

. Public
Procurement
Regulatory
Authority

. lne
NationalTreasury
on financial
performance

Undertook
Internal &
External ISO
audits on
December 2020
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Code of Conduct

It is of major importance 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 Corporationb 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 alert 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 is

responsible for the long term success of the Corporation. It sets the Corporation's

core values and strategy and oversees implementation by management of the

strategic objectives. It ensures there is a strong risk management and internal

control framework in place that allows risks to be assessed and managed effectively,

including implementation of the risk strategy, corporate governance and corporate

values. It provides leadership, direction and is responsible for corporate governance

and financial performance of the Corporation.
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The Board's duties and responsibilities include:

Fiduciary responsibi lity

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.

Mission and Vision of the Corporation:

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

ensuring that all actions fufther 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.
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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.

Governance Principles

The Board of Directors of AFC have established robust governance structures modelled

around the guidelines contained within Mwongozo. The principles derived from the

regulatory and best practice frameworks, which have enabled the Board to establish a

strong foundation that effectively upholds the Corporation's Corporate Governance

practices, which include but not limited to:

I

l
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Compliance Lawsl Regulations; and Applicable Standards &

Policies.

Structural integrity and
accountability

Board: composition; independence; competencies;
d iversity; com plementa rity; a nd effectiveness.
Management: support structures; segregation of duty;
and deleqation of authoriW.

Timely, transparent and
relevant comm unication
and disclosures

Key policies
stakeholders
businesses.

information, to
understanding

and
with

relevant
a clear

provide
of our

Robust Internal Controls Strong audit procedures and audit independence;
internationally recognized auditing and accounting
principles; well-scoped internal and external audits

Sustainability Roles, objectives and remuneration aligned to the
Government long term interests.

Optimized Strategy Frequent and forward looking strategy reviews that
anticipate risk and promote lonq term prosperiU.

Integrity Culture, practices, a well-defined, implemented Code of
Conduct and Ethics.

Board Induction, Training and Professional Development

During the year, a new board was appointed on 7th August 2020. Each Director took part

in an induction programme, during which he/she met members of Senior Management,

received information about the role of the Board, each board Committee and the powers

delegated to these Committees. The Board is committed to the continued professional

development of the Directors in order to build on their expeftise and develop deeper

understanding of the Corporation's business, markets and is confident that its members

have the full ability and knowledge to perform their duties as required.
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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 Performance Evaluation

The Board is responsible for ensuring that an evaluation of their peformance 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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Internal assurance is carried out by an independent Internal Audit Department that

reports 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

. Finance and Resource mobilization

' Credit and Risk

. Human Resource

These committees have formally determined terms of reference with defined scope

of authority, set by the Board of Directors.

\
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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 repots and management's

action to address them.

Finance and Resource Mobilization Committee

The committee is mandated to review and make recommendations on the

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

quafterly 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 undeftake disciplinary measures as per the staff policies.
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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.

1

\
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Operational and Financial Pedormance

The performance of the Corporation for the financial year ended 30th June 2021 is presented

herewith in accordance with the requirement of the Public Finance Management Act (PFM)

20t2,lnternational Financial Reporting Standards and AFC Act Cap 323.

The Corporation majorly derives its income from interest on loans. During the year under

review, interest income was KES 934.1M against a budget of KES 1.328, which is a

performance of 7lo/o. The target was not achieved as most of the disbursements made during

the period were development loans whose interest accruals are spread over a longer term

compared to seasonal crop credit. The operating expenditure was KES 1.58 against a budget

of KES 1.68.

Consequently, it is worth noting that the pretax profit significantly dropped by 54o/o to KES

t47.7t"1 compared to KES 318.7M reported in 2019/2020 financial year. This huge reduction

was informed by the reduction in recovery from non-performing loans. The Government

injection of KES 1.2 billion in the 201912020 financial year for waiver of loans following the

Presidential directive of 2017 contributed to the higher performance reported in the previous

years.

Cash flows from the operations of the Corporation are detailed in the cash flow statement for

the twelve months ended June 30, 2021. The Gsh and cash equivalent was KES 704.8M

compared to KES 916.9M in the prior year.

Compliance with regulatory requirements

During the year ended 30th June 202L, the Corporation complied with all the statutory and

regulatory obligations including but not limited to: remittance of PAYE, NHIF, NSSF, VAT,

HELD, Withholding tax, etc within the stipulated deadlines.
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The entity has an outstanding Corporation tax liability of KES. 90.7M and has a repayment

plan to clear it once it's liquidity position improves.

Major risks facing the entity

a) Financial Risk Management

In the financial services 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 groMh

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

understand, measure and report 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 uncertainty 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 oppottunities (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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b) 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

depaftment 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.

c) 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 & paftners 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.
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d) 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.

e) Capital Management

The Corporation's objectives when managing capital are:

. 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.

. To maintain a strong capital base to suppoft 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.

0 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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REPORT OF THE AUDITOR.GENERAL ON AGRICULTURAL FINANCE
CORPORATION FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lavufulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of the Agricultural Finance
Corporation set out on pages 1 to 71, which comprise the statement of financial position
as at 30 June, 2021, and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of

Report ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 202 I
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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 effect 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 the Agricultural Finance Corporation as at 30 June, 2021,
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 Public Finance
Management Act, 2012.

Basis for Qualified Opinion

1. Property and Equipment

The statement of financial position reflects a balance of Kshs.1 ,146,359,000 in respect of
property, plant and equipment as at 30 June, 2021. The following anomalies were noted:

1.1. Land Without Ownership Documents

As previously reported, included in the property plant and equipment balance are twenty-
nine (29) developed plots measuring a total of 5.3324 hectares valued at
Kshs.191,627,798 and seven (7) undeveloped plots measuring a total of 1.5383 hectares
with no ownership documents. Further, as disclosed in Note 8(a) to the financial
statements, the value of land with a net book value of Kshs.34,523,000 excludes
unvalued parcels of land located in Busia, Nanyuki and Kerugoya whose ownership is in
dispute. 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.

In addition, the Corporation's parcel of land in Kisumu measuring 0.4299 hectares which
was allocated on a 99 years lease term by the Government with effect from
1January, 1993 as per the certificate of lease dated 3 January,1999, has been
repossessed by the Kenya Railways Corporation (KRC) through the Commissioner of
Lands who claim that the land was illegally allocated to the Agricultural Finance
Corporation (AFC). An attempt to sell the plot of land failed as title document is said to
have passed to KRC under unclear circumstances.

1.2. Undervaluation of Land

lncluded in the net book value of Kshs.34,523,000 for land is an amount of Kshs.523,382
that was utilized in the acquisition of five (5) parcels of land in Kimilili, Molo, Bungoma,
Chogoria and Kisumu Municipality at a cost of Kshs.18,000, Kshs.4,010, Kshs.54,262,
Kshs.438,820 and Kshs.8,290, respectively. The five (5) parcels of land have not been
revalued contrary to the International Accounting Standard No.16 which requires
sufficient regularity in revaluation of property, plant and equipment to ensure that the
carrying amount does not differ materially from that which would be determined using fair
values at the end of reporting period.

Reporl ofthe Auditor-General on Agricultural Finance Corporationfor the year ended 30 June, 202 I
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ln the circumstances, the accuracy, completeness and ownership status of the reported
property, plant and equipment balance of Kshs.1,146,359,000 as at 30 June, 2021 could
not be confirmed.

2. Unsupported Grants

As disclosed in Note 17 to the financial statements, the statement of financial position
reflects a balance of Kshs.3,768,923,000 in respect of grants. However, supporting
documents for grants totalling Kshs.2,468,923,000 were not provided for audit review.

ln the circumstance, the accuracy and completeness of the balance of
Kshs.3,768,923,000 in respect of grants could not be confirmed.

3. Unsupported Net Medium-Term Loans

The statement of financial position reflects a balance of Kshs.8,394,479,O00 in respect of
net medium-term loans to customers after adjustments for accumulated provisions.
Further, and as disclosed in Note 9(a) to the financial statements, the total net loans
before adjustments stood at Kshs.8,827,772,000. lncluded in the latter balance is an
amount of Kshs.709,719,000 being accrued interest receivables, penalties receivables
and loan fees receivables. However, a detailed report indicating when the interest
amounts had fallen due was not provided.

ln the circumstances, the appropriateness of the classification of the accrued interest,
penalties and loan fees balances as a non-current asset and the medium-term loans of
Kshs.8,827,772,000 could not be confirmed.

4. Medium Term Loans lssued on Fake Title Deeds

The statement of financial position reflects a balance of Kshs.8,394,479,000 in respect of
net medium-term loans to customers which, as previously reported, includes an amount
of Kshs.22,661,000 advanced to thirteen farmers in Kapsabet. lnformation available
indicates that the Corporation advanced the amount against various collaterals in form of
title deeds which appeared fraudulent. The Corporation filed seven (7) cases in Court
against the fraudsters and judgement was entered in favor of the Corporation. However,
the Corporation had not executed the warrants issued as at 30 June, 2021.

ln a memo ref. AFC/LD/MEE dated 20 January, 2022 to the Chief Finance and
lnvestments Officer, the acting Head of Legal Services indicated that the amount of loans
advanced as Kshs.11,182,500. The circumstances under which the previously reported
balance had been reduced from Kshs.22,661,000 by Kshs.11,478,500 were unclear and
no explanation was provided for audit review. The matter has since been taken over by
the Ethics and Anti-Corruption Commission (EACC) for investigations.

ln the circumstances, the recoverability of the amount of Kshs.22,661,000 is doubtful.

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
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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 judgement, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.1,977,028,000 and Kshs.1,625,517,000
respectively resulting to an under-funding of Kshs.351,511,000 or 18o/o of the budget.
Similarly, the Corporation expended Kshs.1,477,808,000 against an approved budget of
Kshs.1 ,596,815,000 resulting to an under-expenditure of Kshs.1 1 9,007,000 or 7% of the
budget. The revenue underperformance and the under-expenditure may have impacted
negatively on the achievement of the planed goals and objectives of the Corporation.

2. Unresolved Prior Year Matters

Various prior year audit issues remained unresolved as at 30 June, 2021. Management
has not provided reasons for the delay in resolving the prior year audit issues. Further,
some unresolved prior year issues are not disclosed under the progress on follow up of
auditor's recommendations section of the financial statements as required by the Public
Sector Accounting Standards Board.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavufully and in an effective way.

Basis for Conclusion

1. Unapproved lnvestment in Short Term Deposits

The statement of financial position reflects a balance of Kshs.611,038,000 in respect of
short-term deposits as at 30 June, 2021. However, approvals for holding the
investments in the deposits accounts were not provided for audit review. This is contrary
to Section 9 of the Agricultural Finance Corporation lnvestment Policy, 2012 lhal
requires the lnvestment Committee to have approval of the Managing Director when
making investment decisions for the assets placed under its jurisdiction, while observing
and operating within all policies and guidelines of the Corporation.
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ln the circumstances, the regularity of the investments balance of Kshs.611,038,000
placed in the deposits accounts could not be confirmed.

2. Recruitment of Staff

During the year under review, the Corporation recruited fifty-seven (57) additional staff
externally. However, evidence of external advertisements for the posts was not provided
for audit review. lt could therefore not be confirmed if the Corporation reached the widest
pool of potential applicants and allowed for sufficient number of days before closing the
advert.

Further, internal advertisements done during the year did not contain the number of
available vacancies and detailed job descriptions and were therefore, incomplete and
lacked proper guidance and transparency to the potential applicants.

ln the circumstances, the Corporation may not have attracted the most suitable
candidates for the vacancies or filled the vacancies in a transparent way.

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

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, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Gonclusion

1. Non-Maintenance of Loans Securities Register

During the year under review, inadequacies were noted on controls governing the
treatment and movement of loan security documents held by the Corporation. The Legal
Department did not maintain an up to date register of all security documents as prescribed
in the clause 5.3.1 of the Credit Policy.

Further, corresponding entries were not maintained in the Corporation's banking system
in line with the Credit Policy. ln addition, the current banking system was operationalized
in 2016 but the Corporation is yet to fully migrate and maintain a register for prior years
loans together with the corresponding securities. This implies that the Corporation has
limited knowledge of the number and value of land securities it presently holds. Further,
a monitoring and evaluation framework to regularly check and report on the status of land
securities has not been instituted.
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ln the circumstances, internal controls on loans security register are inadequate.

2. Non-Performing Loans

Review of the loans portfolio report as at 30 June, 2021 revealed that 3,776loans with a
total outstanding balance of Kshs.3,320,091 ,220 or 32o/o of the total outstanding loans
portfolio of Kshs.8,982,375,899 had been classified as non-performing loans in the
system. This is double the maximum allowable standard of 15% by the prudential
guidelines of the Association of African Development Finance lnstitutions, which the
Corporation uses as specified in Chapter 7.1 of the Credit Policy.

The Corporation is therefore highly exposed to credit risk due to potential losses of 32o/o

of its loans portfolio as a consequence of probable default.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standard
requires that I plan and perform the audit to obtain assurance about whether 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 the Board of Directors

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

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
Management is aware of intention to terminate the Corporation or to cease operations.

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

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

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Corporation monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.
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Auditor-General's Responsi bilities 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
occur and not be detected within a timely period by employees in the normal course of
performing their assigned fu nctions.

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

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

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

Report of the Auditor-General on Agricultural Finance Corporation for the year ended 30 June, 202 I

7



a 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 [t/lanagement'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. !f I conclude that a material
uncertainty exists, I am required to draw attention in the auditor;s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Corporation
to cease to continue as a going concern.

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

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

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

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

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

CPA , CBS
AUDITOR-GENERAL

Nairobi

02 September,2022

o
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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

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 supported 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 reporting of operational losses and proposed remedial

action.

. Development of contingenry 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 undertaken by both the Internal Audit and Compliance & Control Section.



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

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.

g) 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 social/demographic trends and changes

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

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

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

repofts those. The reviews are regularly reported to the Board of Directors for

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

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

be within approved appetite.
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h) 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 reports on the

assessment of the Corporation's reputational risk exposures that arise from its

business (including sales, service and legal matters) activities so as to form a view on

associated risks and implement corrective actions.

i) 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 poliry requirements in all business dealings

and transactions.

j) 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
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with both uncertain frequency and magnitude, and it creates challenges in meeting

strategic Aoals 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.
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1. Sustainability Strategy and Profile

AFC has taken a conscious and strategic approach in refining and realigning its

deployment of credit and technical support in a manner that directly contributes to

sustainable growth and development, while at the same time enhancing resilience

across communities. The Corporation's guiding principle has been to approach

sustainable development not as a singular, distinct pursuit, but as a critical value

mainstreamed at the core of our business.

Principally, AFC now has a targeted approach that positions its resources to play a

catalytic role and stimulate additional investments into the Agricultural sector. This is

being achieved through instruments and collaboration that leverage private sector

capital and development partners suppoft. In this manner, AFC is driving the cost of

Agricultural Credit even further down, thus making the sector more attractive,

deepening inclusion of previously marginalized segments of the society and assuring

environmental protection.

While our traditional approach has contributed immensely towards food and

nutritional security and in addressing povety, the Corporation noticed that mere

continuation of those strategies would not have sufficed to achieve deepened

sustainable development. In the length and breadth of the landscape across which

the Corporation operates, economic and social progress remains uneven, and the

Agricultural sector remains susceptible to shocks hence the fragility currently

characteristic of the sector.

The new approach in addition to strengthening the ecosystems where credit has

already been deployed, is opening new frontiers, where value chains have been

mapped from end to end.
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2. Environmental Peformance

The Corporation is mandated under the AFC Act (Cap 323, Laws of Kenya) to assist

in the development of agriculture which is one of the anthropogenic activities that

cause greenhouse gas (GHG) emissions that trap heat in the atmosphere resulting to

global warming. These activities include; enteric fermentation from livestock, use of

feftilizers, burning of farm residues and poor land cultivation practices. Similarly,

conversion of wetlands to crop lands, deforestation and forest degradation

significantly contribute to increased frequenry and intensity of extreme weather

conditions.

The Corporation's response to reducing environmental degradation has focused on

adaptation and mitigation through financing and capacity building in the various

programs that meet ceftain criteria as specified under the climate change Act of

2016.These include; water conseruation, training and financing of drought tolerant

crops, irrigation systems, eco-friendly hofticulture, green house financing, organic

farming and pasture based livestock management systems and ranches. Through

these projects, the Corporation seeks to prevent or slow the increase of atmospheric

GHG concentrations by limiting future emissions and enhancing potential sinks for

GHG. In addition, the Corporation has banned the use of single use plastics in its

offices and branches in line with Government guidelines.

In the last three financial years, AFC has continued to play a critical role in the

realization of the climate change for low carbon and climate resilient development as

highlighted below. The Corporation will continue allocating resources within the

framework of the approved budgets to suppoft the above projects.

i i.'. t,
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o ENVIRNOMENTAL AND SUSTAINABILITY REPORTING (Continued)

3. Employee Welfare

Our employees remain central to the delivery of our strategy and a core pillar of our

success. Our intent is to provide the best employee value proposition in the market,

creating a world class workplace that rewards performance, innovation and ethical

conduct. We have already embarked on several culture transformation initiatives

aimed at inculcating a new culture and values in our workplace. Key in this regard is

our emphasis on a digital workplace as a precursor for delivering digital services. The

prospects for our empioyees, including career progression, training and development,

competitive remuneration, world class workplace and meaningful work is impeccable.

Through them, we will create value for our customers and stakeholders, in line with

our corporate purpose "to offer innovative, affordable and diverse financial products

and services through the adoption of modern technology and networks aimed at

transforming the livelihood of the farming community in Kenya, in pursuit of food

security and sustainable Agricultural Development".

(i) Recruitment and Selection:-The Corporation is an equal opportunity

employer and therefore appointments are not prejudiced against race,

colour, language, nationality, pregnancy, marital status, HIV status, ethnic

background, gender, dge, disability and religion. The Corporation's

recruitment policies and procedures are aimed at attracting the best

available talent and to select solely on the basis of the Candidate's

suitability to meet the requirements of the position. The Corporation

endeavours to comply with the one third gender representation policy

during the recruitment process.

(ii) Pedormance Management System:-The Corporation recognizes that

in order to achieve organizational effectiveness and to effectively deliver
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on its mandate, it must pursue a management poliry that enables it to

establish a high performance culture in its employees. The Corporation has

implemented a Peformance Management system which ensures that

employees' performance suppofts the Corporation's strategic aims.

Performance Contracts are signed yearly and a robust monitoring and

Evaluation System put in place to track performance. In addition, the

Corporation has implemented a performance reward system to recognize

and reinforce high performance. The reward system also addresses any

concerns on underperformance.

(iii) Training and Development:-The Corporation recognizes staff training

and development as a strategic investment. It is therefore the policy of the

Corporation to train and develop individual employees and teams to equip

them with the skills, knowledge and competences that they require for

undeftaking current and future tasks. The intention is to prepare

employees to keep pace with the changing business environment. To this

end, the Corporation on a continuous basis identifies skills gaps and puts in

place interuentions to improve the skills.

(iv) Health and Safety:-It is the moral and legal responsibility of the

Corporation to recognize and commit itself to provide and maintain safe

and healthy working conditions, equipment, and systems of work for all

employees. Employees are required to take reasonable care for the health

and safety of themselves and of other people who may be affected by their

acts or omissions, and to co-operate in ensuring that the Corporation's

policy is obserued. In pursuit of these obligations, every effott has been

made to ensure that the health, safety and welfare of all employees,
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clients and visitors is adequately addressed in compliance with the

Occupational Safety and Health Act, 2007 (OSHA).

4. Market Place Practices

Development Financial Institutions perform intermediation functions that are critical

to the real economy. In pafticular, they correct the asymmetry of information

between investors and borrowers and channel savings into investments. These

functions facilitate and contribute to the growth of the economy. Linkages between

DFIs through inter-bank markets and payment systems are vital to the functioning of

financial markets. The loss of confidence in one major financial institution is a

financial crisis that can snowball into a loss of confidence in the entire market

because the inability of one DFI to meet its obligations can drive other, otherwise

healthy, DFIs into insolvenry. The risks then become systemic, endangering the

whole financial sector. If the financial sector is not working well, then the entire

market economy is not working well. For this reason, the Government imposes

significant regulation and oversight to ensure the smooth functioning of the financial

sector and when problems arise, they must act quickly to aveft systemic crises. To

fulfil its mandate, the AFC Board of Directors, Management and Staff are committed

to ensure compliance to the applicable laws, regulatory requirements and its core

values of striving to put the customers' needs first and adhering to the moral and

ethical principles to ensure efficiency in seruice delivery.

AFC strategically plans for, and manages all interactions with third pafi persons that

supply goods and/or services to the organization in order to maximize the value of

those interactions. In practice, this entails creating closer, more collaborative

relationships with key suppliers in order to uncover and realize new value and reduce

i,.r
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risk of failure. From time to time, the Corporation invites its suppliers for

summits/trainings, which bring together all strategic suppliers together to share,

provide feedback on its strategic supplier relationship management programs, and

solicit feedback and suggestions from key suppliers. Operational business reviews are

also carried out, where individuals responsible for day-to-day management of the

relationship review progress on joint initiatives, operational peformance, and risks.

The Corporation procures seruices and goods from different entities and honors the

payments as soon as the obligations are met by the suppliers. The Corporation also

allocates sufficient resources to meet these obligations on the due dates.

Ethical marketing is a key component of our strategy. The processes by which AFC

markets its products and seruices focuses not only on how its products benefit

customers, but also how they benefit socially responsible or environmental causes. In

addition to the Corporation's commitment to different stakeholders beyond the

business customers, AFC takes moral actions that encourage a positive impact on all

of the Corporation's stakeholders from the customers and the employees to the

suppliers, shareholders, and communities in which the Corporation operates.

Consumer protection practices safeguard farmers and the public against unfair

practices. Consumer protection measures established by the Corporation are

intended to prevent the Institution from engaging in malpractices or specified unfair

practices in order to gain an advantage over competitors or to mislead consumers.

The measures may also provide additional protection for the general public which

may be impacted by a product (or its production) even when they are not the direct

purchaser or consumer of that product.
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The Corporation is committed to ensuring that equal opportunity is given to

customers across the country to access its products and services. In this regard, due

effort has been made to design bespoke product delivery channels that take into

consideration those segments of the population that have previously been

marginalized. Additionally, AFC ensures that no bias exists in seruice delivery,

ensuring that this is done efficiently across all value chains, ages and gender. The

Corporation does not endorse or give preferential support to third party products or

services.

AFC's consumer protection framework in the financial seruice industry is evolving as

products become more complex and a greater number of people rely on financial

seruices. The Corporation's framework includes three complementary aspects. First,

it includes laws and regulations governing relations between seruice providers and

users and ensuring fairness, transparency and recourse rights. Second, it requires an

effective enforcement mechanism including dispute resolution. Third, it includes

promotion of financial literacy and capability by helping users of financial services to

acquire the necessary knowledge and skills to manage their finances. In this regard,

the Corporation repofts, on a quarterly basis, to the Commission on Administrative

Justice, Office of the Ombudsman, as peftains to any and all public complaints and

access to information requests in connection with AFC's seruice delivery.

5. Community Engagements
Corporate Social Responsibilaty

At AFC, sustainability means integrating business with the environment and

contributing to the well-being of the people and the nation wherever it operates.

While the Corporation conducts its business according to its mandate, attention is
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also given to improving communities to strive for better quality of life, now and in the

future. The Corporation's initiatives are aimed at creating shared values with the

community. AFC's corporate social responsibility initiatives are anchored on four (4)

thematic areas:

1. Education 2. Health

3. Water and sanitation 4. Environment

In the period under review, the Corporation undeftook CSR activities amounting to

KES 1.2 million, part of these activities are as follows:

Water and Sanitation

Sufficient, safe, acceptable and physically accessible water has been a pipe dream to

many communities. With this in mind, AFC donated 4 water tanks with a capacity of

10,000 litres to different institutions that impacted over 3,000 lives.

With the water tanks, the communities can now access clean water for drinking,

cleaning the schools and most impoftant, washing hands especially amid the COVID

- 19 pandemic

Water tank donation to Mwaroko Primary School
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Environment

Degradation of natural resources adversely affects agricultural productivity and levels

of income for agriculture dependent households. The impact and effects of climate

change and man-made degradation of natural resources therefore needs to be

considered if agriculture is to remain sustainable.

AFC recognizes its responsibility to ensure all reasonable steps are taken to protect

and preserve the environment in which it operates. In this respect, the Corporation

has planted and maintained about 50,000 tree seedlings in 7 acres across the

country.

The Corporation is mandated under the AFC Act (Cap 323, Laws of Kenya) to assist

in the development of agriculture which is one of the anthropogenic activities that

cause greenhouse gas (GHG) emissions that trap heat in the atmosphere resulting to

global warming. These activities include; enteric fermentation from livestock, use of

feftilizers, burning of farm residues and poor land cultivation practices. Similarly,

conversion of wetlands to crop lands, deforestation and forest degradation

significantly contribute to increased frequency and intensity of extreme weather

conditions.

The Corporation's response to reducing environmental degradation has focused on

adaptation and mitigation through financing and capacity building in the various

programs that meet certain criteria as specifled under the climate change Act of

2016.These include; water conservation, training and financing of drought tolerant

crops, irrigation systems, eco-friendly horticulture, green house financing, organic

farming and pasture based livestock management systems and ranches. Through

these projects, the Corporation seeks to prevent or slow the increase of atmospheric

GHG concentrations by limiting future emissions and enhancing potential sinks for

GHG.
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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30s June, 2021

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

the year ended June 30, 202L, in accordance with the section 194 of the Public Finance

Management (PFM) Act, 2012 which disclose the state of affairs of the Corporation.

i. Principalactivities

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

sole purpose of developing agriculture.

ii. Results

The results of the entity for the year ended June 30, 2021are set out from page 1 to page 51

iii. 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.

iv. Directors

The members of the Board of directors who served during the year are shown on page iii. All

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

Kenya.
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I

I

I

v. Auditors

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

with Article 229 of the Constitution of Kenya and the Public Audit Act 2015, which

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

By Order of the Board

Mrs. Rose

Corporation Secretary

Nairobi

Date:

Hon. Muriuki Karue

Chair - Finance & Resource

Mobilization Commiftee

Date:
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Section 81 of the Public Finance Management Act, 20t2 and (section t4 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, 2021. This responsibility

includes:

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

continue to be effective throughout the repofting 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.

lxvi



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

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 financial year ended

June 30, 2021, 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 9th September, 2021

and signed on its behalf by:

Hon. Franklin Bett

Chairman

Mr. George Kubai

Managing Director

Hon. Muriuki Karue

Board Member
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Agricultural Finance Corporation
Reports and Financial Statements

For the year ended 30th June, 2021

Revenues
Interest Income:
Interest on Loans
Interest on Shott Term Deposits

Notes 2021
KES'OO0

2020
KES'000

837,457
83.940

2 (a)
2 (b)

934,114
58,76t

Total interest income 992,875 92L,397

Less: Interest expenses
Interest on Redeemable Loans
Interest on RSF

Rebate Interest

3 (a)
3 (b)

4

15,L29
9,456
2,780

15,005
9,379
2,753

Total Interest exDenses 27,365 27,L37

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

965,509 8,9426L

s (a)
s (b)

6

145,699
188,489
298,454

183,323
L72,225

1,009,952

Total Non-Interest income 632,642 1,365,499
Total Revenues 1,598,151 2,259,760

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

(740,8t7)
(24,63t)

(267,452)
(88,419)

(767,65t)
(2t,770)

(298,378)
(110,203)
(743,0t5)

8(a&b)
12 (a)

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

(32e, t24)
Total Expenses (1,45O,44.3) (1,941,o17)

Profit before tax L47,708 3t8,743
Tax for the Year 23 (a) (16,545) (28,484\

Profit after tax t3L,til 290,259

Page 1
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ASSETS:
Non-Current Assets
Property and Equipment
Intangible Assets
Deferred Tax Asset
Repossessed Farm Propefties
Net Medium Term Loans to
Customers 9 (a) 8,394,479

Notes 2021
KES.',000

1,146,359
54,397
12,902

365,249

2020
KES.'000

1,099,588
38,t97
3,563

267,794

7,748,754

I (a)
8 (b)

10
11

Total Non- Current Assets 9,973,386 9,157,896
Current Assets
Cash and Bank Balances
Short Term Deposits
Net Short Term Loans to Customers
Trade and Other Receivables
Inventories

9

13 (a) 105,109
611,038
912,685

88,070
4,532

t47,795
778,674

L,143,204
t7L,022

4,020

L4
(b)
15
16

Total Current Assets 72 7L5

Total Assets 11,694,820 1t,402,611
EQUIW AND LIABILITIES
Equity and Reserues
Grants
Government Equity Capital
General Reserue
Revaluation Reserue

L7
18

19 (a)
19 (b)

3,768,923
2,687,766
1,945,794

7B7,6tB

3,617,85t
2,687,766
t,BL4,63l

7B7,618
Total EquiW and Reserues 9,190,102 8,907,866
Non-Current Liabilities
Redeemable Government Loans and
Interest:
Risk Sharing Fund
Aqency Funds

20 (a)
20 (b)
2O (c)

562,523
377,2L5
83t,734

558,599
377,2L5
83t,734

Total Non-Current Liabilities L,771,472 !,767,547
Current Liabilities
Payables
Trade and Other Payables
Current Tax Payable
Current Accounts

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

48t,304
149,855
90,745
TL,343

437,883
L79,442
100,312

9,561
Total Current Liabilities 733,247 727,198

LL,694,820 LL,402,611Total EquiW and Liabilities

Page 2
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The financial statements set out on pages 1 to 73 were approved by the Board of Directors on

9fr September 2021 and were signed on its behalf by:

r. Kubai CPA Akeno
Managing Director Chief Finance &

Investments Officer

ICPAK M/NO: 8116
Dated OglOgl2OZLDated Ogl0glz0zt Dated O9lO9l2O21

Hon. Franklin Bett
Chairman
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Agricultural Finance Corporation
Reports and Financial Statements

For the year ended 3O'r'.June, 2021

ruI. STATEMENT OF CASH FLOW FOR THE YEAR ENDED 3OTH JUNE 2O2L

Cash flow from operating activities:
Profit/(Loss) Before Taxation
Adjustments for:
Interest on Shott Term Deposits

Depreciation of Propefty & Equipment
Amortization of Intangible Assets

Profit/loss on Disposal of Assets

Interest expense
Increase in Inventories
Corporate Tax paid

Increase in Deferred Tax Asset

Increase in Trade and Other Receivables

Decrease in Trade and Other Payables

Interest paid

NOTES
202L

KES.'000

t
2020

KES.'OO0

(83,940)
83,312
26,891
(4,109)
24,384
(1,325)

(30,080)
103,416
(25,810)

t47,708 318,743

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

22 (b)
3(a&b)

16
21(c)

10
15

21 (a&b)
20 (b)

(58,761)
74,L02
14,317

(49,455)
24,585

(s13)
(26,tt2)

(9,339)
82,953
13,835

(e, 430)

Net cash flows generated from operating
activities 203,890 4LL,4q!
Cash flow from Investing activities:
Purchase of Property & Equipment
Purchase of Intangible Assets

Interest on Shoft Term Deposits

Proceeds from disposal of Propefi & Equipment
Rescheduled GOK loan repayment
Increase in Repossessed Farm Properties
Decrease in Shoft Term Loans to Customers
Assets reclassified

Proceeds from disposal of Repossessed Farm

Properties
Decrease/Increase in Loans to Customers

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

22 (b)
20 (a)

11
e (b)

(tzL,72t)
(30,516)

58,761
55,306

( 11,081)
(97,455)
230,5t9
(5,156)

(60,668)
(t6,947)

83,940
4,L4L

247
gl9,642

215
(1,509,732)

11
9 (a) 645,725\(

Net cash flow used in investing activities (567,067) (680,163)

Cash flow from Financing activities:
GOK Project Subsidy Funds 2016 - Muri Farm
Settle Fund
Deposit on rent treated as income

Grant - Development Vote

L7
1e (a)

L7
L7

(348,928)

250,000
250,000

(6,143)
(2,994)

GOK Subsidy to Financial Inst
Net cash flow used in financinq activities LsL,O72 (9,L371

Net increase in cash and cash equivalent
Cash and cash equivalent at the beginning of the

vear

(212,103)

916,908

(277,8t9)

r,r94,728

Cash and cash equivalent at the end of the
916

Page 5
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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30fr June, 2021

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 convetible to known amounts of cash
and are insignificant risk of changes in value.

Page 6
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Agricultural Finance Corporation
Reports and Financial Statements

For the year ended 30th June, 2021

1. GENERAL INFORMATION

AFC is established by and derives its authority and accountability from Agricultur

Corporation Act Cap 323, The Corporation is wholly owned by the Government of Ke'

domiciled in Kenya. The Corporation's principal activity is providing credit facilitie

purpose of developing agriculture.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis excep

measurei'nent at re-valued amounts of certain items of property, plant and e

marketable securities and financial instruments at fair value, impaired assets at their

recoverable amounts and actuarially determined liabilities at their present v

preparation of financial statements in conformity with International Financial

Standards (IFRS) allows the use of estimates and assumptions. It also requires mt

to exercise judgement in the process of applying the Corporation's accounting pol

areas involving a higher degree of judgement or complexity, or where assuml

estimates are significant to the financial statements, are disclosed.

The financial statements have been prepared and presented in Kenya Shillings, whicl

functional and reporting currency of the Corporation and all values are rounded to tht

thousand (KES'000).

The financial statements have been prepared in accordance with the PFM Act 2012

Corporations Act Cap 446, Agricultural Finance Corporation Act Cap 323, In!

Financial Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRIC)

to entities reporting under IFRS.



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

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 2O2l

A number of new standards and interpretations have been published that are not mandatory

for annual periods commencing 1 January 2020 and have not been early adopted by the

Corporation. The Corporation's assessment of the impact of tliese new standards and

interpretations is as follows:

IAS 1 and IAS B - 'Presentation of financial statements' and 'Accounting policies, changes in

accounting estimates and errors'on the definition of material

These amendments become effective for annual periods beginning on or after 1 January 2020.

The amendments to IAS 1 and IAS B and consequential amendments to other IFRSs:

. use a consistent definition of materiality through IFRSs and the conceptual framework for

financial repofting;

. clarify the explanation of the definition of material; and

. incorporate some of the guidance in IAS 1 about immaterial information.

The amended definition is: "lnformation is material if omitting, misstating or obscuring it could

reasonably be expected to influence decisions that the primary users of general purpose

financial statements make on the basis of those financial statements, which provide financial

information about a specific repofting entity." The change is not expected to have any material

impact to the accounts.

Page 1-0



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

IFRS 3 - Business combanations

The standard becomes efFective for annual periods beginning on or after 1$ January 2020.

This amendment revises the definition of a business. According to feedback received by the

IASB, application of the current guidance is commonly thought to be too complex, and it

results in too many transactions qualifying as business combinations. More acquisitions are

likely to be accounted for as asset acquisitions.

To be considered a business, an acquisition would have to include an input and a substantive

process that together significantly contribute to the ability to create outputs. The new

guidance provides a framework to evaluate when an input and a substantive process are

present (including for early stage companies that have not generated outputs). To be a

business without outputs, there will now need to be an organised workforce. The new

standard is not expected to have any impact in the annual accounts.

IFRIC 23 Clarification on accounting for Income tax exposures

An unceftain tax treatment is any tax treatment applied by an entity where there is

uncertainty over whether that treatment will be accepted by the tax authority. If an entity

concludes that it is probable that the tax authority will accept an uncertain tax treatment that

has been taken or is expected to be taken on a tax return, it should determine its accounting

for income taxes consistently with that tax treatment. If an entity concludes that it is not

probable that the treatment will be accepted, it should reflect the effect of the uncertainty in

its income tax accounting in the period in which that determination is made. Unceftainty is

reflected in the overall measurement of tax and separate provision is not allowed.

The entity is required to measure the impact of the uncertainty using the method that best

predicts the resolution of the unceftainty (that is, the entity should use either the most likely

Page 11



Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

amount method or the expected value method when measuring an unceftainty). The entity

will also need to provide disclosures, under existing disclosure requirements, about

(a) judgments made;

(b) assumptions and other estimates used; and

(c) potential impact of uncertainties not reflected.

The new Standard is effective for annual periods beginning on or after 1s January 2019.

The following amended standards are not expected to have a significant impact on the

Corporation's fi nancial statements.

Prepayment Features with Negative Compensation (Amendments to IFRS 9)

Long-term Interests in Associates and loint Ventures 1 (Amendments to IAS 28)

Annual Improvements to IFRS Standards 2015-2017 Cycle - various standards

Plan Amendment, Curtailment or Settlement (Amendments to IAS 19)

New Standard or amendments Effective for annual periods beginning on or after

- Definition of a Business (Amendments to IFRS 3) 1s January 2020

- Definition of material (Amendments to IAS 1 and IAS B) 1s January 2020

- Amendments to references to the Conceptual Framework in IFRS Standards 1s

January 2020

- IFRS 17 insurance contracts 1* January 2021

- Sale or combination of assets between an investment and associate or joint venture

(Amendments to IFRS 10 and IAS 28)
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iii) Early adoption of standards

The entity did not early - adopt any new or amended standards in financial year

202012t.

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.

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.
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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 property 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.

c) Depreciation and Impairment of Propefty & Equipment

Freehold land and capital work in progress are not depreciated. Gpital work in progress

relates mainly to the costs of ongoing but incomplete works on buildings and other civil works

and installations.
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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 and pro-rated after deducting a scrap value of KES 20. 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

12.50/o

20o/o

Computers and Software

Buildings

33.30/o

2o/o

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the

end of each repofting 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.

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;
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. Management 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 part 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) Amortization 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

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.
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Bad debts are charged to the Income statement and written off after all recovery efforts 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 reporting purposes at the

repofting date.

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
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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.

h) Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of inventories

comprises purchase price, impoft duties, transpoftation and handing charges, and is

determined on the moving average price method.
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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

capitalized as part of the cost of the project.

j) Budget information

In accordance with the requirements of State Corporation Act, Section 11 & 12 Cap. 446, legal

notice no. 93 part (3), Section 4 of State Corporation Act Regulation 2004 on Performance

Contracting and Section 218 of PFM Act Regulation 2015, the Corporation received it's

approved annual Budget vide the National Treasury circular Ref: MOA/B.1.8A/VOL.IX/61 dated

12s August 2020. 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 2020'2021budget.

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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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

performance 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

seruice 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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An actuarial valuation done as at 30th June 2018 indicated that the fund had a deficit of KES

46 million which amount was cleared in the previous period.

The Corporation intends to carry out an actuarial valuation of the Scheme to establish the

current status after the audit of the Scheme's financial year 202U22.

m) Provision for Doubtful Debts

The Corporation had finalized the 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 2021, the total loan portfolio stood at KES 9.8 billion comprising of shoft term

loans of KES 1.0 billion, medium term loans of KES 8.1 billion and staff loans of KES 0.7 billion.

Arising from the recoveries made from Non-performing loans of KES 298.5 million, the total

accumulated provisions for loans signiflcantly increased to KES 475.9 million. The status of the

accumulated provisions and portfolio classification are as summarized in the tables below.
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Agricultu ral Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2021

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 seruices 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 reserued price. The acquired farms will be later disposed

off through a competitive bidding or a private treaty.
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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

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 flnancial 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, 202L.
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v) Related Pafties Disclosures

Government of Kenya

The Government of Kenya is the principal shareholder of the entity, holding 100% 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.

Emptoyees

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 pafties are carried out at arms' length. In the financial year 202012L

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 palty relationships

Companies and other pafties related to the Corporation include those pafties who

have ability to exercise control or exercise significant influence over its operating and

financial decisions. Related pafties include management personnel, their associates

and close family members.

Key management remuneration

Directors

Key management compensation

202t
KES',o00

24,63t

55,090

2020
KES',o00
22,t72

46,200

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 
'UDGMENTS 

AND SOURCES OF ESTIMATION

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty 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 expefts 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

o 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 uncertain 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 identified 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 repofting 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). Interest on Loans
Interest on Medium Term Loans
Interest on Short Term Loans
Interest on Staff Loans

2021
KES.'000

792,0t6
t07,982
34,1L6

2020
KES.'000

685,67t
L22,066
29,720

Balance as at 30th June 934.114 837,457
2 (b). Interest on Shoft Term
Deposits
Details are as follows:-

Short Term Deposits
Bank Accounts

202,,
KES.',000

58,089
67L

2020
KES.',000

82,543
1,398

Balance as at 30th June 58,76t 83,940

3 (a). Interest on Redeemable Loans
The interest charge on redeemable loans outstanding as at 30th lune 2021 were
AS

follows:
2021 2020

KES.'000 KES.'000
GOK Restructured Red. Loan L5,L29 15,005
Balance as at 30h June t5,L2g 15,005

3 (b). Interest on RSF
Risk Sharinq Fund 9,456 9,379
Balance as at 30th June 9,456 9,379

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 specific rates of interest accrued on annual basis. The Corporation
is not exposed to the risks of interest rate fluctuations in the market as the rates
were determined at the of loan receipt.
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NOTES TO FINANCIAL STATEMENT (Continued)

4. Rebates Interest

Rebates Interest

202L
KES.'OO0

2,780

2020
KES.'OOO

2 753

Balance as at 30th June 2,780 2,753
These are rebates paid to clients on their credit balances at the rate of 1 o/o p.d on

loan repayments received in advance before the instalments fall due in compliance
with AFC Cap 323.
5 (a). Other operating Income 2021- 2O2O

Non-Interest Income KES.'000 KES.'000
Rent income - Note 22 (a). 87,538 150,709

Profit on disposal of assets- Note 22 (b). 49,455 4,109
Agency commission 3,686 3,387
Sundries 5,019 10,984

Write back of provisions t4 133

Balance as at 30th June 145,699 183,323

5 (b). Fees Income 2021
KES.'OO0

24,268
70,906
51,086

t22
5,981
6,365
1,731

28,030

2020
KES.'OO0

25,488
59,148
44,145

97
4,502
4,608

139
34,099

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
Balance as at 30th June 188,489 L72,225

These are incomes from applications, conveyancing and farm inspection fees received

when loans are being processed during the year.

6. Income from doubtful debts
All loans considered to be non-performing are provided and classified as doubtful
debts as the likelihood of full repayment is remote. However, any subsequent
recoveries are recognized as income.

Recoveries from NPL's - General
Recoveries from NPL's - Specific

202L
KES.',OOO

298,454

2,O2O
KES.'000
B5B,33B
151,613

1,009,952Balance as at 3oth June 298,454
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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

7. (a) Staff Costs

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

202L
KES.'000

44L,945
3,581

106,635
46,930
9,169
3,456
3,807

619
t,776

55,078
2,953

35,974

2020
KES.'000

426,283
2,806

103,079
46,052
9,425
1,563
4,142
1,200
1,504

50,154
4,217

36,008
46,046

L,217
15,248

L,248
t7,523

Total
10 L24 1 707

740,8L7 767,65L

7. (b) Board Members' Expenses

Chairman's Standing Fees
Sitting Allowance
Travelling Allowance
Night Out & Meal Allowance
Sundry Board Expenses
Training Expenses
Medical

2021
KES.'OO0

960
9,320
L,997
7,975

77t
3,090

518

2020
KES.'000

960
8,560
1,939
6,323

4
3,984

Total 24,63L 2L,770
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7. (c) General & Administrative
Expenses:

Bank charges
Corporate Comm & adveftisement
Publicity/Shows & Field days
ISO Ceftification
Corporate social 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
Printing & stationery
Professiona I consultants
Subscriptions to professional bodies
Research & development
Security
Software licences Taxes & licences
Telephone, internet & postage
General hotel & travel
Enteftainment Expense
Training
Vehicle fuel & oil
Vehicle maintenance
Water, electricity & gas
Transformation expenses
Auditors Fees

202L
KES.'000

2,7L9
t0,732

945
1,206
t,226

15,600
825

5,047
1,366

s00
3,647

12,3tt
t9,375
7,955
3,590
1,402

684
27,280
37,289
32,477
26,828

11,884
t3,526
t4,957
6,956
5,269
1,531

326

2020
KES.'000

2,726
7,853
8,650

803
5,761

15,032
1,043
4,ggB

9t2
7,6t8
4,276

13,87L
21,223
6,086
3,567
1,850

BB1

27,056
36,704
3L,822
23,642

1,1 15
34,967
t3,542
t2,070
6,559
1,760
1,531

460Fringe Benefit Tax
Total 267,452 298,378
Total 1,032,900 L,O87,799

Average number of employees at the
end of the year was:
Permanent Employees - Management
Permanent employees - Unionisable

30.6.21

282
252

30.6.20

243
25t
494Total 534
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Agricultural Finance Corporation
Reports and Financial Statements
For the year ended 30th June, 2021

8. (b) Intangible Assets

COSTS:
As at 1* July
Additions

202t
KES'000

24H.,a06

2020
KES'000

227 $57

As at 30s June
516

275,322
1 948

24/',805

AMORTISATION
As at 1* July
Charge for the year

2O5,608
L4,3L7

L79,717
26,891

As at 30ft June 25

NET BOOK VALUE s4F97 38,L97
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Agricultural Frna nce Corporation
Reports and Financial Statements

For the year ended 3O'r' iune, 2021

NOTES TO FINANCIAL STATEMENT (Continued)
Loans to Customers
9. (a) Loans to Customer

Medium Term Loans
Staff Loans
Directors Loans

2021,
KES.',000
8,1.14,837

658,270
54,666

2020
KES.'000
7,571,925

544,639
44,929

Total Medium Loans to Customer 8,827,772 8,L6L,493
Less Accumulated Provision

Medium term loans
Staff Loans

420,540
12,753

399,985
12,753

Net loans to Customer 8,394,479 7,748,754
9. (b) Shott Term Loans to Customers
Less Accumulated Provision
Short term loans

955,356 1,185,875

42,671 42 71

Net Shoft Term Loans to Customers 912,685 L,143,204
Classified Under
12. (b) Medium Term Loans
12. (b) Short Term Loans
12. (b) Staff Loans

420,540
42,671
12,753

399,985
42,67t
12,753

Total 475,964 455,410
Medium Term Loans: These are loans whose maturity period are between twelve
months and four 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.
Notes 2021. 2O2O

10. Deferred Tax Asset: KES.'OOO KES.'OOO

The net deferred tax asset is arrived at as
follows:
Balance b/f as at 1st July 3,563 555,557
Timing difference for the FY 9,339
Deferred Tax Reversal (551,994)

Balance as at 30th June t2,9O2 3,563

11. Repossessed Farm Propefties: 202L
KES.',000

267,794
97,455

2020
KES.'000

268,041

(247\

Acquisition value as at 1st July
Additions - FPIP
Disposals - FPIP

267,794Balance as at 30th June 365,249
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NOTES TO FINANCIAL STATEMENT (Continued)
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:

202L
KES.'OOOLoans to Customers:

General provision 329 124
329,L24

2020
KES.',OOO

743 015
743,O15Total charge for the year

12 (b). Accumulated provisions for doubtful debts
The accumulated provisions are analysed as below:

Specific Provisions
Balance as at 1 July
Recoveries from NPL

202L
KES',OOO

2020
KES'OOO

151,614
( 151,614)

Balance as at 30th June
General Provisions
Balance as at lst July
Write back of provisions
Charge for the year
Interest Concession - Farm Loans
Movement in provisions Staff specific
Movement in provisions Staff General
Recoveries from NPL

442,656

329,r24
( 10,1 15)

Q98,454\

529,607

743,015
(2,487)
15,156
L5,703

(858.338)

Balance as at 30th June 463,zLL 442,656
Staff Loans:
Specific Provisions
Balance as at 1s July
Movement in provisions durinq the vear

9,482 24,638
(15,156)

Balance as at 30th June 9,482 9,482
General Provisions
Balance as at 1st July
Movement in provisions during the year

3,272 18,973
(t5,702)

Balance as at 30th June 3,272 3,272
Other debts:
Balance as at l't July
Write back of provision

14,133
(14,133)

Balance as at 30th June
Provisions Summary
General Provisions 475,964 455,4L0
Balance as at 30th June 475,964 455,4LO
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13 (a). Cash and Bank Balances
2021

KES.'000

44,315
15,304
11,336

2020
KES.'OOO

95,344
7,087
6,243

Current accounts
Branch Collection Accounts
Branch Imprest Accounts
Branch Loan Funds Accounts 34 t54 39 t2L
Balance as at 3Oh June 105,109 147,795

13 (b). Cash and Bank Balances
Current accounts (11,343) (9,561)

Balance as at 30h June (11,343) (9,561)

14. Short Term Deposits
Co-operative Bank
National Bank of Kenya
Kenya Commercial Bank
Interest receivable

202L
KES.'000

338,078

2020
KES.'000

468,391
300,000

10,283
266,830

6,13 1

Balance as at 30th June 611,038 778,674

The average effective interest rate on the short term deposits as at June 30,
2021 uras 10.8olo (2020 10o/o). These are committed funds held in shoft term
deposils at various banks awaiting disbursements to farmers and whose
maturily is between one to six months.
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a

The make - up of bank balances and short term deposits is as follows:

Summarized analysis of the cash and cash equivalents
202L

Account
number KES.'OOO

Financia! institution

a) Curentaccount
Kenya Commercial bank
Co-operative Bank of Kenya
National Bank of Kenya

Various
Various
Various

10,043
L6,352
46,459

2020

KES.'OOO

10,843
18,352
97,602

Balance as at 30h June 72,854 126,797

c) Fixed deposits account
Co-operative Bank
National Bank of Kenya
Kenya Commercial Bank
Interest receivable

Various 338,078

Various
Various

266,830
6,131

468,39t
300,000

10,283

Balance as at 30th June 611,038 778,674

d) Staff car loan/ moftgage
National bank of Kenya 01001061023900 1,734 L,734
Balance as at 306 June L,734 1,734

I

L

e) Otherc(specify)
Cash in transit
cash in hand
M-Pesa Phone Float
M-Pesa Cash Float
M-Banking accounts
Vault Cash

Various
Various
Various
Various
Various
Various

696
23

t,546
t,754

L2,390
2,769

496
223

t,522
L,791
3,404
2,267

Balance as at 30h June L9,179 9,703
Grand total 704,805 916,908
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15. Trade and other receivables
Rent receivable- Other propefties
Prepaid expenses
Utilities & Other deposits
Accounts receivable- Others
Prepaid Interest on RSF

2021
KES.'000

64,992
7,318
2,345

t3,4L4

2p2O
KES.'OO0

64,005
72,t83

2,335
30,770

L,730

Balance as at 30h June 88,070 L7t,O22

Specific Provision for Bad Debts

Balance as at 30h June 88,070 17L,O22
At June 30, the ageing analysis of the gross trade receivables was as follows:
Less than 30 days 22,789 20,782
Between 30 and 60 days 32,t12 52,1t2
Between 61 and 90 days 2,846 22,846
Between 91 and 120 days 10,202 L0,202
Over 120 days 20,tzL 6s,080
Total 88,070 t7L,O22

16. Inventories
These are stocks of stores valued at cost at the end of the financial year.

2021 2020
KES.'000 KES.'OOO

Stationery & Office Supplies 3,7LG 3,430
Kitchen, Detergents & Toiletries 140 217

Computer Stationery 676 373
Balance as at 30h June 4,532 4,O20
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NOTES TO FINANCIAL STATEMENT (Continued)

17. GRANTS
Development
Rehabilitation
ICA
Special Emergency Fund
Ministry of Finance
tDA 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 42 2004
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
Grant - Development Vote
GOK Subsidy to Financial Inst

2021
KES'000

20,6LL
18,752
2,500
3,470

40,000
2,168
3,335

700
r49
278
760

21,925
14,529
1,594

769,000
6,055

95,000
190,000
405,650

60,000
700,000
500,000
7t2,447
550,000
250,000

2020
KES'000

20,6L1
18,752
2,500
3,470

40,000
2,168
3,335

700
t49
278
760

21,925
14,529
1,594

769,000
6,055

95,000
190,000
405,650

60,000
700,000
500,000
461,375
300,000

Balance as at 30th June 3,768,923 3,617,851,
These are non-refundable grants from the Government of Kenya and other donors to
finance specific lines of credit (scheme) and have no associated financial market risks.
18. GOVERNMENT EQUTTY
The Government approved the financial restructuring of the Corporation vide Sessional
paper No.1 dated 6th November, 2002. To this effect the Government undertook to
inject additional equity to the Corporation amounting to KES.1.3 billion in five equal
installments. The fifth and last tranche of 260 million was received in 200612007
Financial Year. The Government also converted loans due from the Corporation
amounting to 1,387,765,881 into equity bringing the total figure to KES. 2,687,765,881.
The equity injection was meant to build a sustainable capltal base for the Corporation.
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19. Reseryes
(a) General Reserue
Balance as at 1st July
Reversal of Tax Liability
Deposit on rent treated as income
Deferred Tax Reversal

202L
KES.'000

1,814,631

2020
KES.'OOO

L,766,436
3t2,924
(2,994)

(551,994)
290.259Profit after taxation for the vear L3L,L64

Balance as at 30ft June 1,945,794 1.814.631

The General Reserue is the undistributed profit from the operations.

(b) Revaluation resenve
Balance as at ls July

202L
KES.'OOO

787,6L8

2020
KES.'000

787,6L8

Balance as at 3Oh June 787 7A7.6L8
Propefi and Equipment are stated at cost or as revalued from time to time less

accumulated depreciation. Increases in the carrying amount arising on revaluation
are credited to a revaluation reserue. Decreases that offset previous increases of
the same assets are charged against the revaluation reserue. All other decreases

are charged to the Income Statement

Page 45



Agricultural Finance Corporation
Repofts and Financial Statements For the year ended 30th June, 2021

20. (a) Redeemable Government Loans and
Interest:
Principal
GOK Restructured Red. Loan

2021 2020

KES.',000 KES.'000

494,830 502,927
Sub Total

Interest
GOK Restructured Red. Loan

0

67,693

50 927

55,672
Sub Total 67,693 55,672
Total 562,523 558,599
20. (b) Risk Sharing Fund & Interest
Risk Sharinq Fund 377,2L5 377,2t5
Sub Total 377,2L5 377,2L5

Total 939,738 935,814

20. (c) Agency
Funds:

Kenya Sugar Board
Coffee Dev Fund
NIB- Rice rev fund

2021
KES.'000

722,2L8
9,516

2020
KES.'000

722,2L8
9,516

100 000 100 000
Sub Total 83L,734 831,734
Grand Total L,77t,472 t,767,547
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21. Payables and Accruals
(a) Payables
Borrowers credit balances
Unprocessed Loan Receipts
Customers Loan deposits

NOTES
202L

KES.'000

420,992

2020
KES.',000

362,003
t,229

74,65060,312
Balance as at 30tr June 481,304 437,883

(b) Trade and Other Payables
Cash security deposits
Insurance receipts
External audit fees
Gratuity
Employees other deductions
Accrued Leave days
Other payables
Interest on redeemable loans

2,57L
9,653
4,593

24,040

2,905
7,5t2
3,062

15,7Bl
377

7,773
L17,648
24,384

6,02t
80,172
22,804

Balance as at 30h June 149,855 L79,42

(c) Current Tax payable
Balance as at 1st July
Reversal of Tax Liability
Tax paid
Corporate tax for the year 23 (a)

2021
KES.'000

100,312

(26,tLz)
L6,545

2020
KES.'000

384,752
(3t2,924)

28,484
Balance as at 3Oh June 90,745 100,312
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Analysis of Rent Income& Profit on disposal of assets

22. (a) Rent Income

Details are as follows:-

Development House Income/(Loss)

202t
KES.',OO0

33,600

2020

KES.'OOO

39,298

Other es net Income

Balance as at 30th June

53 938 111 10

87,538 150,709

22, (b) Profit/Loss on disposal of assets

The details are as follows:-

Motor Vehicles

Gain on disposal of other assets

202L

KES.'OO0

243

49,2L2

2020

KES.'OO0

4,030

80

Balance as at 30th June 49,455 4,109
During the year under review, the Corporation disposed a motor, two parcels of land and other
assets for Kshs 55,306
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Agricultural Finance Corporation
Reports and Financial Statements For the year ended 30th June, 2021

rNcoME TAX EXPENSE/ (CREDTT)

23(a) Current taxation
NOTES

Current taxation based on the
adjusted profit for the lear at 30o/o

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 30o/o

Current tax: 2010/2011 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/amoftization
Deferred tax prior year over-provision
Rental income tax

202L
KES.'000

16,545

2020
KES.'000

28,484

16,545 28,484

2021
KES.',OOO

147,708

44,3t2

(44,3t2)

2020
KES.'OOO

3L8,743

95,623

(95,623)

28,48416,545
16,545 28A84
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