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L. KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The Kenya Animal Genetic Resources Centre (KAGRC) formally, CAIS was established in 1946
through a Gazette Notice No. 557 as a semen production and distribution Centre. The centre has been
given full autonomy as a State Corporation, through a Gazette Notice No. L.N. 110 of 5th September
2011. The new mandate of the centre includes production, preservation, distribution and conservation
of animal genetic material as well as rearing of breeding bulls for provision of high quality disease free
semen to meet National demand and for export. KAGRC is situated 15 km from City Centre (West of
the Nairobi City) and has its Headquarters in Lower Kabete in Nairobi. It has land capacity of about
358 Acres, 125 bulls in the stud, Two administration Blocks, A Laboratory, Reticulated water system,

Electrical installations, and other infrastructure.

The Centre works in close collaboration with other breeding organizations such as Kenya Stud Book,
Dairy Recording Services of Kenya and Livestock Recording Centre, Research Organizations,
Universities, community Based Organizations (CBOs) and individual farmers. Together, we
implement the Contract Mating Program through which breeding bulls are recruited to the centre for
semen production and Progeny Testing Program (PTP). The PTP provides a basis against which the
approximate value of the bulls at the centre is calculated. In addition to this, the Centre has entered into
a memorandum of understanding with American Holstein Friesian association to undertake GENOMIC
Selection of our Bull Dams, the Bulls themselves and their heifers for efficient performance of the
Centre. Four 4 dairy breeds are kept in the Centre, namely Friesian, Ayrshire, Jersey and Guernsey and

2 beef breeds of bovine species namely Sahiwal and Boran.

(b) Principal Activities

The Centre’s principal activity is the production and sale of bull semen. The other mandates as stated
in the legal notice 110 of September 2011 include the following;

1. Establish a national livestock resources gene bank for conservation of livestock tissues, DNA,
semen and embryos of all livestock and emerging livestock species for posterity in Kenya.

2. Conserve for posterity and avail livestock tissues, DNA, semen and embryos of all livestock and
emerging livestock species in Kenya for both research and Breeding

3. Engage in strategic semen production

4. Serve as a reference laboratory for certification, testing of semen, embryos and related livestock
productive materials for purpose of import and export
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5. FEither alone or in collaboration with other institutions, develop and produce chemicals and
laboratory products for use in the production of semen

6. Either alone or in collaboration with other institutions, provide information on the suitability and
effectiveness of animal breeding products

7. Provide training in animal resource conservation procedures, semen, in-vitro and in-vivo embryo
production and transfer and related technology transfer.

(¢) Key Management
The centre’s day-to-day management is under the following key organs:

= Office of the Managing Director
= Finance Human Resource and Administration
s Technical Services

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30" June 2016 and
who had direct fiduciary responsibility were:

Name: Designation:

Dr. David Kios — Managing Director

Dr. Herbert Atsiaya -Director Finance Human Resource and Administration
Dr. Paul Egesa -Manager Germplasm Production and Quality Assurance
Dr. James Mbuchu -Manager Animal Health

Dr. Roseline Wambugu —Ag. Director Technical Services

Ms. Faith Aciita -Manager Finance

Ms. Lucia Koskey -Principal Human Resource & Administration Officer
Ms. Esther Gacheru -Manager Internal Audit

Ms. Peris Miencha — Ag. Manager Sales and Marketing

(e) Fiduciary Oversight Arrangements

The Board of Directors meets on quarterly basis to monitor the implementation of the Centre’s planned
strategy, review it in conjunction with its financial and budgetary performance and approve issues of
strategic nature. Specific reviews are also undertaken on operational issues and future planning. The
Board held various meeting during the period under review.

The Board has constituted committees which meet regularly namely Audit Committee, Human

Resource and Finance Committee and the Technical committee. The terms of reference for each
committee are well set by the board so as to ensure that the board plays the oversight role.

i |
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BOARD COMMITTEES

The Board has constituted committees which meet regularly namely Audit Committee, Human
Resource and Finance Committee and the Technical committee. The terms of reference for each
committee are well set by the board.

(a) Audit Committee

The Committee comprises of at least 3 non-executive members of the Board who are independent of
the day-to-day management of the Company’s operations. The Head of Internal Audit is the secretary
to the committee.

The Committee’s responsibilities include;

a) Considers the appropriateness of the centre’s accounting policies and procedures.

b) Monitors and assess the role and effectiveness of the internal audit function.

¢) Deals with matters relating to appointment, remuneration and resignation or dismissal of
external auditors.

(b) Human Resource and Finance Committee

The Committee comprises of at least 3 non-executive members of the Board who are independent of
the day-to-day management of the Centre’s operations.

The main responsibilities of the committee are;

a) Review and approve the Centre’s budget
b) Reviews and monitors the integrity of the Centre’s annual and interim financial statements
¢) Deals with matters relating to appointment, remuneration and resignation or dismissal of staff

(¢) Technical Committee
The Committee comprises of at least 3 non-executive members of the Board who are independent of

the day-to-day management of the Centre’s operations.
The main responsibilities of the committee are;
a) Advising the board on all technical issues affecting the Centre

b) Providing policy direction of Genomic Advisory Committee, laboratory processes and quality control
¢) Deals with policy direction of research on emerging technologies and best practises,



KENYA ANIMAL GENETIC RESOURCES CENTRE
Reports and Financial Statements
For the year ended June 30, 2017

-

(f) Entity Headquarters

Kenya Animal Genetic Resources Centre
P.O. Box 23070-00604

Lower Kabete

Nairobi, Kenya

(g) Entity Contacts

Telephone: 020-2064018, 4181325/6 DL: 020-2064027, Cell Phone:0728899767/0737540670
Fax: 4181328/2064017

E-mail: info@kagre.co ke

Website: www.kenya animal genetic resources centre

(h) Entity Bankers

Barclays Bank of Kenya
Westlands Branch
P.O. Box 14403-00800

Nairobi, Kenya
(i) Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

(j) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

v
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II. THE BOARD OF DIRECTORS

PICTURE

PROFILE

Dr. Geoffrey Kamau
Chairman

Dr. Geoffrey Kamau is the chairman of the Kenya Animal Genetic
Resources Centre having been appointed to the office in April 2015.
He oversees the development and promotion of optimum
productivity of the national animal population through provision of
high quality disease free animal germplasm and related breeding
services.

Dr. Kamau has wealth of experience in veterinary extension services
acquired through working with farmers at various capacities in
Kenya. In addition he has wide experience in leadership,
partnerships and mobilization of teams and is also an entrepreneur in
hospitality services. He is a graduate of Bachelor of Veterinary
Medicine from the university of Nairobi.

Dr. Bernadette Misoi

Dr. Bernadette Misoi is a member of the board and chairperson of
the board audit committee. She has wealth of experience in livestock
disease control, disease surveillance, veterinary public health,
Artificial insemination services, veterinary extension services, hides
skins and leather development, Livestock yards, training,
inspectorate and the administrative work. She holds a Bachelor’s
degree in Veterinary Medicine and an MBA in strategic
management.

Dr. Walter Ongeti.

#l ecarned a Doctor of Philosophy (PhD) degree in Business
& Administration majoring in Strategic Management and Corporate
@ Governance from the University of Nairobi’s School of Business in

| in Strategic and Change Management (2009) from the University of

Dr. Ongeti is an accomplished academician, strategic thinker, trainer,
manager and a resourceful person with demonstrable leadership and
management capacity including knowledge of strategic
management, training, corporate governance and research. He

2014; A Master of Business Administration (MBA) degree majoring

Nairobi; A Bachelor of Education (B. Ed) degree majoring in
Economics and Business studies (2003) from the same university.
Dr. Ongeti has taught and supervised students at undergraduate
masters and currently PhD levels. He has over 9 years’ extensive
experience in Research, Training and management consultancy in
both the Private and Public sector in Kenya.

Beyond the illustrious career, Dr. Ongeti is a distinguished member
of the society and a great contributor to community service through
various activities. He is Presidential Appointee as a chairman of |

vi |
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Jaramogi Oginga Odinga University of Science and Technology, a
director, Kenya Animal Genetics Resources Centre and also a
director at, Naivasha Water, Sewerage and Sanitation Company. He
is also an accomplished motivational speaker and has so far delivered
life changing talks to over 25 high schools, several institutions of
learning as well as corporate entities. He remains focused on
providing strategic leadership in academia, training, consulting,
research as well as corporate governance.

Dr.Ngeiywa Juma

|| Dr. Kisa Juma Ngeiywa is the Director of Veterinary Services and a
.| member of the board representing the Principal Secretary Ministry of

Agriculture Livestock and Fisheries. Dr. Ngeiywa has wide experience
in leaderships and collaborations in the field veterinary services.

= | Dr Ngeiywa is a graduate of Bachelor of Veterinary Medicine Degree

and Master of Science Degree in Veterinary Clinical Studies from the
University of Nairobi.

Mr. Gabriel Karia

Mr. Gabriel Karia is a member of the board and chairman of the
Technical Committee. Mr. Karia is a graduate in animal husbandry
dairy cattle classification (U.S.A) and artificial Insemination both in
the U.S.A and Kenya. He has served as a government livestock
officer for ( 5 years), a sales representative for multinational
companies (7 years) and as a bovine genetic marketer (15years),
development projects consultant with U.S.A.L1.D, SNV Netherlands
and U.K Aid for (9 years) working with several farmer group, and
individual farms across Kenya and beyond.

Gabriel is passionate about livestock farming but has a special
inclination for dairy cows development in community work. Gabriel
is the current chairman of Mangu progressive dairy in Gatundu North

Mr. Kapsandui Chemasuet

Mr. Chemasuet is a representative of the principal secretary of the
National Treasury to the board. He is a member of the finance human
resource and administration and the audit committee of the board.
He holds a bachelor’s degree in finance and is a certified public
accountant CPA (K).
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Dr. Joseph Mureithi

Dr. Joseph Gichane Mureithi is currently the Deputy Director
General for Livestock Research, Kenya Agricultural and Livestock
Research Institute, a position he has held since July 2006. Prior to
this, he served as the coordinator of the Legume Research Network
Project (LRNP), the Soil Management Project, and Farmer Field
School Project funded by the Rockefeller Foundation between 1997
and 2006. Dr. Mureithi is a forage agronomist who has extensive
experience in green manure cover crops (GM/CCs) research and
development work. As the coordinator of the LRNP he spearheaded
the development of the GM/CCs systems for various agro-ecologies
in Kenya and also characterized their potential niches. He is trained
in participatory research methods and was involved in the training of
five dairy research/extension clusters in Kenya in those methods. Dr
Mureithi is a member of the Technical Committee of the Board.

Dr. David K. Kios

Dr. David K. Kios — Managing Director Kenya Animal Genetic
Resources Centre is a holder of Bachelor of Veterinary Medicine
from University of Nairobi and Master of Science in Animal
Breeding from the University of Pretoria, Republic of South Africa.
Currently, he is in his final stage of PhD Thesis in Therigenology
(Animal Production) at the University of Nairobi and research on
improving efficiency of embryo transfer technology for
improvement of animal breeding in Kenya. He is in charge of day to
day running of the Centre’s activities and Secretary to the Board. He
also serves as a Director at Action Aid Kenya and a member of the
board of management of Kipture High School. He has extensive
knowledge in research and development gained at the University of
Eldoret.

viii |
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Dr. Paul Egesa

Dr. Egesa is the Manager, Germplasm and Quality Assurance. This
function entails semen collection, evaluation, processing, packaging
and certifying germaplasm. He holds a bachelor’s degree in
Veterinary Medicine
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Dr. James Mbuchu

Dr. Mbuchu is the Manager, Animal Health. Animal health and farm
management function entail rearing of breeding animal maintenance
their health. He holds a bachelor’s degree in Veterinary Medicine
and is currently pursuing a master of science degree.

VAN

Dr.Roseline Wambugu

Dr Wambugu is the Acting Director Technical Services. Her duties
involve coordinating the design and management of current and
upcoming breeding technologies, semen production and quality
control. She holds a bachelor’s in veterinary medicine and currently
pursuing a master of science degree.

Ms. Aciita is the Manager Finance. She is responsible for financial
management, prioritization of projects and activities for the purpose
of financial reporting, preparation of annual budgets and overseeing
expenditure monitoring. She holds an MBA Strategic Management,
bachelor’s degree in accounting, a post graduate diploma in financial
management and is a CPA (K).

Ms. Gacheru is the Manager Internal Audit. She is responsible for
reviewing the internal control systems, verifying operations and
activities on the utilisation of centre’s resources. Preparations of
audit reports and follow up on the implementation of audit
recommendations. She holds a bachelor’s degree in finance and is a
CPA (K).
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Ms. Lucia Kosgey

Ms. Lucia Kosgey is the Principal Human Resource and
Administrative Officer. She is responsible for effective organisation
and administration of the human resource management,
development of appropriate human resource policies for effective
performance and productivity, human resource planning, advising on
proper deployment and succession management. She holds a master
degree in human resource management and is currently pursuing a
PhD in the same field

T SR
b :‘«*.:’?/.‘;”-3;7 ity g
EUL A AT

Ms. Peris Miencha

Ms. Peris Miencha is the Acting Manager Sales and Marketing. She
is responsible for disseminating market information to relevant
stakeholders, establishing and managing database on market
information and development partners. The officer also participates
in designing and development of promotional materials. She holds a
bachelors of commerce degree.

X1 |
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IV. CHAIRMAN’S STATEMENT

The Kenya Animal Genetic Resources Centre (KAGRC) plays a critical role in Agriculture
development especially in the livestock sector in Kenya. The performance of the livestock industry in
the country relies on the provision of quality breeding and extension services. However, the
performance can be enhanced by provision of efficient Artificial Insemination (A.I) services for it to
make greater contribution to the economy and rural livelihoods. It would be imperative that the
government re-examines the current strategy and facilitate the provision of the A.I Services in the
country. Counties should be encouraged to invest an A.I through improved storage facilities for Semen
and Liquid Nitrogen to be able to maximize on devolved liquid nitrogen plants. Consequently, this will
lead to accessibility and availability of both Liquid Nitrogen and Semen to A.I providers at the county

level.

Despite the highly important and strategic mandate that the Centre plays in the Livestock Sector, it
continues to experience serious challenges arising from budgetary constraints due to underfunding from
the Government and low revenue generation. The high cost of production of Liquid Nitrogen being an
important media in the preservation of semen and embryos used in Artificial Insemination of animals
has been KAGRC’s biggest challenge. The Plants consume a lot of power and this translates into high
Electricity tariffs. These high monthly costs have continued to financially derail the Centre in its quest
to reach out to many farmers’ country wide. Distribution of Liquid Nitrogen has also been a big
challenge. The Centre has only one truck to serve the whole country. This has created much inefficiency
in trying to reach all A.I service providers and at the same time limited our capability to generate

revenuce.

Nevertheless, the Board of Directors has continued to oversee and ensure prudent financial
management and direction for the Centre. We are consistently working towards improving on quality
Semen production for local consumption and export. We believe distribution of Liquid Nitrogen will
improve with the arrival of two (2) more Liquid Nitrogen trucks that we have requested from the

Government.

Xii |
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Finally, the Centre’s 5- year development plan is expected to cost an estimated Ksh. 4.2 billion and we
look forward to the Government increasing funding allocation to this critical facility in the livestock

industry so that its development plan can be a reality for the greater benefit of the Kenyan farmers.

Dr. Geoffrey Kamau

Chairman Board of Directors

Date........ “( "‘*"\\( ..................
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER

During the financial year 2016/2017, the Centre was able to achieve quite a number of notable
objectives despite the dire financial constraints. Two of KAGRC’s Liquid Nitrogen (LNy) Plants were
commissioned by H. E The president of the republic of Kenya Hon Uhuru Kenyatta.

Sotik Liquid Nitrogen plant in Bomet County and Ahiti Ndomba Liquid Nitrogen Plant in Kirinyaga
County were commissioned on 16" and 23" June respectively. However, the high cost of running and
maintaining the Liquid Nitrogen Plants remained our biggest challenge during the financial year. The
Plants consumes allot of power which translates into higher electricity tariffs. It costs the Centre up to
Kshs.30Million a year in electricity bills alone. This has greatly impeded our plans to further develop
and expand into all parts of the country. We have consistently struggled because of this but we remained
confident that this will be solved once Kenya Power considers our request for cheaper tariff. The
recently commissioned Liquid Nitrogen Plants located at Bomet and Kirinyaga Counties with a total
annual production capacity of 800,000 litres of Liquid Nitrogen will play a great role in ensuring the

demand is met.

Considering the livestock Sector contributes 12% of the GDP, the Government should consider
increased investment in training and equipping of Artificial Inseminators to meet the increased demand
for Artificial Insemination. KAGRC envisages to produce 2Million Doses of Semen in the next two
(2) years. This will suffice to serve the increased demand for Semen in the country. KAGRC has
consistently played its role in ensuring reliable Artificial Insemination services delivery and provision

of high-quality disease-free Semen to Kenyan farmers countrywide.

Production and conservation of animal genetics is also a costly undertaking as it requires expensive
equipment and other inputs which are not locally available. These challenges have been confounded
by the inadequate funding from the Government. The Centre intends to adopt new technologies and
fully implement the Centre’s expanded mandate but it’s limited by unavailability of funds. We have
since requested for more allocation from Treasury through the State Department of Livestock among

other donors. This will ensure that our services can be accessed by all farmers.

The Centre has also had challenges in distribution of Liquid Nitrogen to farmers and other A. I service
providers. We only have one truck fitted with a cryogenic tank used for distribution of Liquid Nitrogen
in the whole country. This has caused a lot of inconveniences as it can’t meet the demand in good time

and more so greatly limited our ability to generate revenue from Semen and Liquid Nitrogen sales. We

Xiv |
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have since requested‘the Government through our parent Ministry to facilitate the Centre with two
trucks fitted with cryogenic tanks with capacity of 2000 litres each. The Centre intends to immediately
station the two trucks in Bomet and Kirinyaga LNz Plants so that farmers can conveniently access our
products and services. It is our hope that the Government will in the near future heed to our request for

more funding so that this critical situation can be improved.

The Management will continue with the prudent use of resources allocated to it and to devise
appropriate ways of cutting down expenditure. We are also reaching out to other development partners
and stakeholders to find ways of working together in ensuring that our services are efficient and

effective.

Despite the challenges, I and the entire Management team wish to acknowledge the Ministry of
Agriculture Livestock and Fisheries and the Board of Directors for the immense support in our journey.
Through them we were able to achieve most of our performance targets. The livestock industry remains
as a necessary catalyst for increasing farmers income, job and wealth creation aimed towards poverty
alleviation in the country. KAGRC will continue to contribute significantly to the realization of the

national development goals.

We have plans to introduce four new substations foe Chicken breeding, Pig breeding, Dairy Goat
breeding and Camel breeding to assist farmers improve other species of livestock whose production
will help improve food security in the country. We also intend to have a fully-fledged in-vitro embryo
production unit. All this has been proposed in the third medium term plan for 2018- 2022 and if

approved by the Treasury will no doubt revolutionize animal production in Kenya.

Dr. David K. Kios HSC

Managing Director
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V. CORPORATE GOVERNANCE STATEMENT

At the Centre we are committed to the highest level of corporate governance which is critical to our
business philosophy and to maintaining stakeholders trust. Our corporate governance policy functions
as an inbuilt self-regulating mechanism, which provides the framework to monitor and ensure statutory
compliance, foster a culture that values rewards the highest level of ethical standards and personal
integrity. The centre strives to ensure that the board, management and staff act with integrity, honesty
and professionalism at all times. .

The board is comprised of six independent members and two representatives of the permanent secretary
ministry of Agriculture Livestock and Fisheries and the permanent secretary National Treasury
respectively. The board comprise of representatives of various organisations who contribute expertise
and judgement, based on their professional qualifications and business expertise. The board reflects a

diversity of background and experience.

Conduct of Business Operations, Performance

The Centre’s operations are carried out within an established framework of processes, procedures,
systems and in line with the strategic plan. The centre practises equal opportunity recruitment of
qualified persons but ensures compliance in its hiring practises with policies guided by the constitution
of Kenya (2010) in recognising regional and ethnic balance, gender balance and affirmative action to
persons with disabilities where possible. The centre recognises it human capital as strategic to the
achievement of its strategic goals and objectives. To ensure that staff wellbeing is taken care of, the
centre has undertaken a comprehensive medical scheme for all its staff and dependants.

Risk Management and Internal Controls

The board has the overall responsibility for the establishment and oversight of the centre’s risk
management frameworks. Risk management policies are established to identify and analyse risks and
set mitigation mechanisms to reduce occurrence. This is achieved through in-house risk review
enhanced by internal and external audits.

ISO 9001:2008 Certification

The centre has a functioning and continuously monitored Quality Management System (QMS). The
QMS is monitored through quarterly management review meetings, internal and external audits aimed

at ensuring that it satisfies all customer requirements.
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Compliance

The board is satisfied that the Centre has to be best of its knowledge complied with all the relevant
laws and conducted its affairs in accordance with law in particular the State Corporation Act and the
Legal Notice No.110. Further disclosures on compliance are set out in the statement of the board of

directors responsibilities and notes to the financial statements.

VI. MANAGEMENT DISCUSSION AND ANALYSIS

The Centre’s operations are carried out within an established framework of processes, procedures,
systems and in line with the strategic plan. Projects and activities are linked to the budgeting cycle and
performance contracts. The Centre keeps proper accounting records which disclose with reasonable
accuracy the financial position of the entity. The statements have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates in conformity with
the International Financial Reporting Standards (IFRS), the Public Financial Management Act and

Treasury circulars released from time to time.

This requirement entails compliance with, and enforcement of the Constitution. The Centre has
implemented elements of the Constitution that are relevant to KAGRC’s mandate. In addition, the
Centre has conformed to all laws and regulations and circulars related to KAGRC. This includes Public
Procurement and Disposal Act, regulations and rules - this entails development and adherence to the
procurement plan, submitting the plan to PPOA by 31st August and quarterly procurement plan
implementation reports to the Authority in the format provided. Remittance of Statutory Deductions
which include, repayment of Higher Education Loans Board dues by beneficiary employees, Statutory

Taxes, NHIF, NSSF, PAYE.

In the current financial year, the Centre commissioned two Liquid Nitrogen Plants that were procured
with development grant for the financial year 2015/2016. The two Liquid Nitrogen Plants are located
in Kirinyaga and Bomet Counties and were commissioned in June 2017 by His Excellency the
President of the Republic of Kenya. The Centre had targeted to produce one (1) million straws of semen
and distribute 0.4 million litres of liquid nitrogen for Artificial insemination in the country. The semen
production target was met however the distribution of liquid nitrogen was affected by the drought
situation in the month of January through March 2017. In the next financial year the Centre is targeting
to save on the cost of procuring hay through establishment of own hay fields in Ngong and Kabete
farms respectively.
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The Centre has developed two proposals to mobilize external resources from East Africa Agricultural
Productivity Project (EAAPP) and Kenya Agricultural Productivity and Agribusiness Project
(KAPAP), Small Holder Dairy Commercialization Project (SDCP). These projects will be

implemented in the next financial year once the Centre resources are made available.

The Kenya Animal Genetic Resources Centre (KAGRC) formally, CAIS was established in 1946
through a Gazette Notice No. 557 as a semen production and distribution Centre. The Centre was been
given full autonomy as a State Corporation, through a Gazette Notice No. L.N. 110 of 5th September
2011. The Centre has a present obligation of accrued gratuity for all its permanent staff as a result of
transition from a department within the Director of Veterinary Services to a state corporation. It is

probable that an outflow of resources embodying economic benefits will arise when they fall due.

The responsibility on government agencies is to promote high standards of integrity, demonstrate
leadership through their own actions and through documented policies and procedures, and identify
and address unacceptable practices. This involves actions by both the organisation and individuals. The
Centre ensures strict adherence to the code of ethics and other internal policies and procedures without
deviation. The Centre has set out an ethical culture and values at the organisation level and implements

those values through policies and codes of practice.

The heads of departments are required to demonstrate those values through leadership, to positively
reinforce the values and also to ensure compliance with, and enforcement of, the values. KAGRC staffs
are conscious at all times of the need to uphold the highest standards of conduct in their dealings with

the public, which includes acting with integrity and avoiding conflicts of interest.
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VIL CORPORATI‘E SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORTING

The Centre recognises that the institution’s social, environmental and ethical conduct has an impact on
its reputation. The centre’s relationship with its stakeholders is guided by its commitment to integrity,
professionalism and inclusiveness. Accordingly, we are committed to ensuring that each person and
entity collaborating with the Centre is treated with dignity and respect and is given an opportunity to
contribute to the Centre’s success. We strive to maintain a productive and open dialogue with all parties
who may have an interest in our activities. We conduct regular customer satisfaction surveys, monitor
suppliers and customers performance and actively encourage feedback from our employees using a

variety of methods including employee satisfaction survey.

Diversity in our workforce and supply base helps foster the kind of innovation, sensitivity and vitality
that enables us to effectively deliver our services. We embrace diversity across all levels of our
collaborations and act on any feedback that improves our service delivery. During the financial year
under review, the centre recognized the responsibility to act responsibly and constructively as a
member of the surrounding communities, through donations to the nearby Nairobi Children’s Home,
Kabete Rehabilitation Centre and created awareness on drug and substance abuse to the youths and the

families. To conserve the environment, the Centre participated in planting of five hundred trees.

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended June
30, 2016 which show the state of the Centre’s affairs.

Principal activities

The principal activities of the Centre are contained in page two.

Results

The results of the entity for the year ended June 30™, 2016 are included in this year's statements.
Directors

The members of the Board of Directors who served during the year are shown on page five

Auditors

The Auditor General is responsible for the statutory audit of the Centre in accordance with Article 229
of the Constitution of Kenya and the Public Audit Act 2015. The Centre’s financial statements for year
ended 30" June 2016 were audited by the office of the Auditor General.
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VII. STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 14 (3) of the State Corporations
Act, require the Directors to prepare financial statements in respect of that entity, which give a true and
fair view of the state of affairs of the entity at the end of the financial year/period and the operating
results of the entity for that year/period. The Directors are also required to ensure that the entity keeps
proper accounting records which disclose with reasonable accuracy the financial position of the entity.

The Directors are also responsible for safeguarding the assets of the entity.

The Directors are responsible for the preparation and presentation of the Centre’s financial statements,
which give a true and fair view of the state of affairs of the Centre for and as at the end of the financial
year (period) ended on June 30, 2017. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the entity; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
Centre; (v) selecting and applying appropriate accounting policies; and (vi) making accounting

estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Centre’s financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Public Sector Accounting Standards (IPSAS), and in the manner required
by the PFM Act 2012, and the State Corporations Act Cap 446. The Directors are of the opinion that the
Centre’s financial statements give a true and fair view of the state of Centre’s transactions during the
financial year ended June 30, 2017, and of the Centre’s financial position as at that date. The Directors
further confirm the completeness of the accounting records maintained for the Centre, which have been
relied upon in the preparation of the Centre’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 Centre will not remain a going

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

XX |



KENYA ANIMAL GENETIC RESOURCES CENTRE
Reports and Financial Statements

For the year ended June 30, 2017

[

Approval of the financial statements

The Centre’s financial statements were approved by the Board on 20" September 2017 and signed on

its behalf by:

Dr. David Kios, HSC Dr. Geoffrey Kamau

Managing Director Chairman Board of Directors

Date:..... W&Z/}Q\ P Date.... N =X ’\( .......
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REPUBLIC OF KENYA

= Telephone: +254-20-342330
Fax: +254-20-311482
E-mail: oag@oagkenya.go.ke
Website: www.kenao.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON KENYA ANIMAL GENETIC
RESOURCES CENTRE FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Animal Genetic
Resources Centre set out on pages 1 to 20, which comprise the statement of financial
position as at 30 June 2017, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Animal Genetic Resources Centre as at June
30, 2017, and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the State Corporations Act
Cap 446.

In addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis for Qualified Opinion section of my report, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that public money has not been applied lawfully and in an effective way.

Basis for Qualified Opinion
1. Property, Plant and Equipment

As reported in the previous years, and as disclosed in Note 13 to the financial
statements, property, plant and equipment balance of Kshs. 435,360,433 as at 30 June
2017 excludes the value of seven parcels of land measuring 168.082 hectares which
have not been valued and for which the Centre has not obtained ownership documents
as listed below:

Report of the Auditor-General on the Financial Statements of Kenya Animal Genetic Resources Centre for the year
ended 30 June 2017
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Registration No. Land size Location/User

L.R.No.22380/26 89.47 Hectares Veterinary Headquarters
Kabete

L.R.No.23362 47.47 Hectares Artificial Insemination

L.R.No.23375/5 22.65 Hectares Hayfield

L.R.N0.23943 0.030 Hectares Borehole

L.R.No.26536 0.198 Hectares Staff Houses

L.R.No0.22380 5.000 Hectares Veterinary Hayfield

L.R.No.22387 3.264 Hectares AHITI Kabete

Total 168.82 Hectares

Consequently, the legal ownership of the property without titles cannot be confirmed. In
addition, without a valuation report on the aforementioned property and inclusion in the
financial statements, the property, plant and equipment balance of Kshs.435,360,433 as
at 30 June 2017 is not under the circumstances fairly stated.

2. Receivables

The statement of financial position as at 30 June 2017 reflects receivables from
exchange transactions balance of Kshs.29,007,899. The amount includes receivables
from KAGRC Agents of Kshs.24,805,490 out of which Kshs.7,772,900 relates to debts
outstanding for over 120 days. Further, included in the above Kshs.7,772,900 is an
amount of Kshs.3,680,758, which has remained outstanding for over a year. No
provision has been made in the books for non-recovery of these long outstanding
amounts. The receivables balance of Kshs.29,007,899 as at 30 June, 2017 is,
therefore, not fairly stated.

3. Payables

The statement of financial position reflects a balance of Kshs.144,912, 306 under trade
and other payables from exchange transactions. Included in the amount of
Kshs.144,912,306 and as disclosed under Note 15 to the financial statements is an
amount of Kshs.64,382,868 described trade payables, which includes trade payables
totalling Kshs.40,295,136 that have been outstanding for over a year. No satisfactory
reason has given for failure by the Centre to settle the long outstanding amounts.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of Kenya Animal Genetic Resources Centre in
accordance with ISSAI 30 on Code of Ethics. | 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. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Report of the Auditor-General on the Financial Statements of Kenya Animal Genetic Resources Centre for the year
ended 30 June 2017
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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. Except for the matters described in
the Basis for Qualified Opinion section, | have determined that there are no Key Audit
Matters to communicate in my report.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards
(Accrual Basis) and for such 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.

In preparing the financial statements, management is responsible for assessing the
Centre’s ability to sustain services, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the management either
intends to cease operations, or have no realistic alternative but to do so.

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

Those charged with governance are responsible for overseeing the Centre’s financial
reporting process.

Auditor-General’s Responsibilities for the Audit of the Financial Statements

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 ISSAls
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.

As part of an audit conducted in accordance with ISSAIs, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

o |dentify 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

Report of the Auditor-General on the Financial Statements of Kenya Animal Genetic Resources Centre for the year
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basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Centre’s internal control.

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

Conclude on the appropriateness of the management’'s use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Centre’s ability to sustain its services. If | conclude that a material uncertainty
exists, | 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
Centre’s to cease sustaining its services.

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 Centre’s to express an opinion on the financial statements.

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

| 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.

| also provide management with a statement that | 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.

[L(B0-

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

30 May 2018
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X. STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2017

Note

2016-2017

2015-2016

Kshs

Kshs

Revenue from non-exchange transactions

Transfers from other governments — government grants

26,000,000 .00

263,215,274.00

26,000,000 .00

263,215,274.00

Revenue from exchange transactions

Sale of goods and services

243,545,410.00

209.397,362.00

Other income

5,153,820.00

9,116,347.00

Total Revenue from exchange transactions

248,699,230.00

218,513,709.00

Total revenue

274,699,230.00

481,728,983.00

Expenses:

Employee costs 4 | 109,849,543.00 104,587,232.00
Remuneration of directors S 6,120,263.00 8,753,725.00
Depreciation and amortization expense 6| 53,042,497.00 61,900,149.00
Repairs and maintenance 7 7,793,045.00 6,744,144.00
General expenses 8| 82,722,185.00 112,137,078.00
Total expenses 259,527,532.00 294,122,328.00
Other gains/(losses)

Surplus before tax 15,171,698.00 187,606,655.00
Surplus/( deficit) for the period 15,171,698.00 187,606,655.00

The notes set out on pages 1 to 21 form an integral part of these Financial Statements
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XII. STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2017
2016-2017 2015-2016
Kshs Kshs
Assets
Current assets
Cash and cash equivalents 10 3,777,293.00 6,677,118.00
Receivables from exchange transactions 11| 29,007,899.00 27,978,357.00
Inventories 121 221,785,800.00 | 148,744,300.00
254,570,992.00 | 183,399,775.00
Non-current assets
Property, plant and equipment 13 | 435,360,433.00 | 476,432,822.00
Biological Assets 14 9,744,351.00 9,542,351.00
445,104,784.00 | 485,975,173.00
Total assets 699,675,776.00 | 669,374,948.00
Liabilities
Current liabilities
Trade and other payables from exchange transactions 15 | 144,912,306.00 | 134,963,175.00
Refundable deposits from customers 16 | 11,099,920.00 5,919,920.00
156,012,226.00 | 140,883,095.00
Non-current liabilities
Total liabilities 156,012,226.00 | 140,883,095.00
Net assets
Capital Reserves 185,872,025.00 | 185,872,025.00
Revenue Reserves 338,883,025.00 | 323,711,327.00
Donations 18,908,500.00 18,908,500.00
Total net assets and liabilities 699,675,776.00 | 669,374,947.00

The Financial Statements set out on pages | to 20 were signed on behalf of the Board of Directors by:

X7

Managing Director He
Dr. David K. Kios HSC Faith K. Aciita

of Finance

Chairman of the Board

Dr. Geoffrey Kamau

[CPAK Member Number: 20748

Date ]f'l'fl (? Date...... \i(/\‘{‘A{
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FOR THE YEAR ENDED 30 JUNE 2017

STATEMENT OF CHANGES IN NET ASSETS

Attributable to the owners of the controlling entity

Reserves
Capital Revenue EAAPP | Accumulated | Minority Total
Reserve Reserve Donations surplus interest
Kshs Kshs Kshs Kshs Kshs Kshs
Balance as at 1 July 185,872,025.00 | 136,104,673.00 | 18,908,500.00 N/A N/A | 340,885,198.00

2015

Surplus/(deficit) for the
period

187,606,654.00

187,606,654.00

Transfers to/from
accumulated surplus

Transfer of excess
depreciation on
revaluation

Grants received during
the year

Revaluation gain

Balance as at 30

June 2016

185,872,025.00

323,711,327.00

18,908,500.00

528,491,852.00

Balance as at 1 July
2016

185,872,025.00

323,711,327.00

18,908,500.00

528,491,852.00

Surplus for the period

15,171,698.00

15,171,698.00

Transfers to/from
accumulated surplus

Transfer of excess
depreciation on
revaluation

Grants received during
the year

Revaluation gain

Balance as at 30 June
2017

185,872,025.00

338,883,025.00

18,908,500.00

543,663,550.00
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XIV. STATEMENT OF CASH FLOWS
AS AT 30 JUNE 2017

2016-2017

2015-2016

Kshs

Kshs

Cash flows from operating activities

15,171,698.00

187,606.655.00

Adjustments:

Annual Depreciation

53,042,497.00

61,900,149.00

Surplus Before working capital changes 68,216,795.00 | 249,506,804.00
Changes in working capital
(Increase)/Decrease in inventory/stocks (73,041,500.00) | (35,898,800.00)

(Increase)/Decrease in Receivables

(1,029,542.00)

(394,106.00)

Increase/ (Decrease ) in Payables

15,129,131.00

21,012,252.00

Net Cash flows from Operating activities 9,272,284.00 234,226,150.00
Cash flows from Investing activities
Acquisition of Property Plant and Equipment (11,970,108.00) | (229,453,682.00)

Net Acquisition of biological asset

(202,000.00)

(447,000.00)

Net cash flows from investing activities (2,899,824.00) 4,325,468.00
Cash flows from financing activities

Proceeds from borrowings - -
Repayment of borrowings - -
Net cash flows used in financing activities (2,899,824.00) 4,325,468.00
Net increase/(decrease) in cash and cash equivalents (2,899,824.00) 4,325,468.00
Cash and cash equivalents at 1 July 6,677,118.00 2,351,650.00
Cash and cash equivalents at 30 June 10 3,777,293.00 6,677,118.00




00°LSS €8L 00°SY¥CTL'L | 00°000°90S°8 00°000°90S°8 Sa3IeYd IOYI0 PUE SNOAUB[[IISIA]
00+10°8L6°1 00'986°128 00°000°008°C 00000°008°C SI[IIYRA I0JOJA JO SOUBUDJUIBIA pue sieday]
00" 18€°6C8 00'619°0L9°S | 00°000°00S°9 00°000°00S 9 sasuadxy JuneradQ podsuer |,
00'8¥8 V1t 00°CS1°68C- 00°000°00L 00°000°00L 20URINSU] J[OIYAA 010N
(00°6€5°€LT) 00°6€5°€L6 00°000°008 00000008 SAOIAIRG SuLIale)
(00°09¢°8) 00709€°801 00°000°001 007000001 sradedsmaN pue suonduosqng
00°€TH 6€ 00°LLS 09L 00°000°008 00°000°008 sadrey) yueq
00°SH8°601°1 00°SST1°06€ 00°000°00S°1 00°000°00S°1 Suryio)) 2A1192J014 29 SULIOJIU
00°096°1€€ 00°00°89% 00°000°008 00°000°008 OS] pue Sururer],
00°L18°86€"1 00°€81°10Z°C | 00°000°009‘ 00000009t sasuadxa 1ondwio)) pue A1ouonel§ Sunuil]
00°€61°LL6ST 00°L08°ZZ8°9Z | 00°000°008°CH 00°000°008°CH IE A pue A1y
00706815 00'960°18€T | 00°000°006°C 00000°006°C a3e1s04 pue auoydad |,
(00°099°C8%) 007099°C8S 1T | 00°000°001°1 1 00°000°001°1 1 20U)SISqNS pue SUI[[AARL],

HENIETi)¢c B IAELETS)

(00°$¥7°899) 00°SY0°C6L°L | 00°000°008°9 - 00°000°008°9 Q0oUBRUUIBIA pue siteday

(00°L6¥°TH0°ES) | 00°'L6VTHO'ES | - - s uoneziIowy pue uoneadacy

00°LEL6LS 00°€92°0Z1°9 | 00°000°000°L = 00°000°000°L SI030211(] JO UOTIRISUNUINY

(00°€¥S190°T) 00°€HS°678°601 | 00°000°88L80T | - 0000088801 s1500) 2aKojdwy
sasuadx

00°0€T'SEEY 00°0€7°669VLT | 00°000°F9E°0LT | - 00°000‘¥9€°0LT awodui 810,

(00°081°01C1) 00°0T8°€STS | 00°000°79€°6 = 00°00049€°6 awoou] 1210

00°01t°SHS°8 00°01+°SFS EHT | 00°000°000°SET | - 00°000°000°S€T Sp00D) JO J[eS

- 00°000°000°9 | 00°000°000°9C | - 00°000°000°9C SAIPISqNS PUE SJULIS JUIUILIIAOD)

SYSH NIy | SYSH SYSsY m:mv— INUIAIY

L10T-9102 L10T-9107 L107-9102 L10T-9102 L10T-9107

siseq
UAIYJIP drqeaedwod
AUBULIOLIdJ uo [enj)dy 198pnq [euly syjwaunsnipy | 198pnq [euiSLIQ

LTOT ANASL 0€ AAANT dOTHAd HHL HOA
SINNONY TVALIV ANV LADANd A0 NOSIIVJINOD 40 INFINALVLS

un

‘AX



auop 2JaM 393pNq dY1 01 SUOHEBIO][BAI OU 22UAY 193pNq Y} ISIAI JOU PIP S1U3)) oY) duny p0€ Papua 1eak sy Suuing

‘ue]d juswaInodoid oy sk 21no01d J0u P[Nod 813U Ay} F0UY $aSUIAXS JUALINDAI 3] JO %406
suoddns yo1ym sanuoaal safes Ino pajosjye osfe 1y3neip Suof Ay, -anusy) oy} 03 pajedofe 193pnq JuswWdo[aAIp Ul LONINPaI Ay} 03 ANP
P3AJRYUS 2JoM SIMIAIIOR JWIOS ISNEIAQ SEM SIYJ, "Pa3e3pnq uey) $S3] a19m sasuadxa [enjoe ay) Jo Jsowr A1089180 sasuadxa [e1susd oy uj

‘uonejuswodwi a10Jaq
awi poo3 ul sjeaoldde ayj) 9ABY pue SUOIBIO[[B31 OP 0} 9]qIssodull 310919y} SeAr 1] "TR3A [BIOUBULJ 8Y) JO PUS Y SPIEMO] AJSUIydRw
IO JO UMOp3ealq Aq pauOIses0 sasuadxa pauue[dun Jo 9sNBIAQ [ENIOE Y} UBY) SIOW I9M SOUBUIIUIRW pue siedal jenjoe ay |,

90UBLIBA 9A1IESAU 9Y3 90Uay uoneIdaldap 10 198pnq 10U SA0p 21U)) Y|,

"Ainseal] [euoneN ayi Aq wswkojdws
UO 97331J & JUIMO[{OJ SUOIIE]S UNS M3U Y] J& PIUOLILIS SIONIOM S[Ensed Jo JuswaFedus 0) anp pa1aSpnq UeY) 2I0W SEM SIS0D JaKojdwyg

"ANUSAJI UI JUIO9P B S90UBLIadXa 211U3)) Y} d[qeInOAL)uUn I

SUONIPUOD S} USYM pue SISULIE] AQ PAWNSUOD 31 $19npoid s 511U 2y} JO AIOW S[GBINOAE) SI8 SUOIIIPUOD JNBWI[D 3L} UIYM 3SNEIG
I3pISUOD 03 J010eJ A3 B SI SUOLIPUOD JAYIBaMm SY, "1eak [e1ouBUIy 3y} JO Jopenb yunoy pue piy sy ur pasusuiadxa jySneip paduojoid
9y} anp 193] SNUIALI Y} PASSIWI S1JUSD) Y, "WOdUL [2SOASIP PUE SWIOIUT [BIUSI SB YONS SWOIUI SNOSUR[[2ISIW Jay10 pue juawdinbo
uoHeURUSSUY [BIOTJILE ‘USZ0NIU pINbI[ ‘UIWSS [[Ng JO 3[Ls WOJJ ST SONUIAAI PIeIsudd A[[BLIIIUI JO 30IN0S UIBIL S, 31UD7) A | -ONUIAIY

sajou Jospng

00'869°1LI‘ST | - - - poLiad ayy 1o snjdung

00°891°9€8°01 00°TES LTS 65T | 00°000°V9E0LT | - 00°000°P9€°0LT arnyipuadxa jejoJ,
00°000°000°0C pELAS

4 00 Vb eLLS 00955°918°S 00°000°066°01 00°000°066°01 JUSWIIS[LISAPY pUE SUNSNIEIN
00°L86°T91°LI 00°CIO°LEI'ST | 00°000°00£°TE 00°000°00£°CE SOUBUAUIBIA pUB JUSUNINIIIY {[ng
1" 00'000°08S 00°000°08S 00°000°08S s34 1pny

L10Z “0€ dunp papud w4 3y) 10|
Sjudwd) B)g [BuURUly pue sproday

HYINAD SIDYNOSHTY DILANTD TVININV VANIN



+

Kenya Animal Genetic Resources Centre
Reports and Financial Statements
For the year ended June 30, 2017

XV
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NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
KAGRC is established by and derives its authority and accountability from Gazette Notice No.10 of
5" Sept 201 1. The entity is wholly owned by the Government of Kenya and is domiciled in Kenya.

" STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The Centre’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are presented in
Kenya shillings, which is the functional and reporting currency of the entity. The accounting policies
have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise.
The cash flow statement is prepared using the indirect method. The financial statements are prepared

on accrual basis.
ADOPTION OF NEW AND REVISED STANDARDS

Relevant new standards and amendments to published standards effective for the year ended
30 June 2017

Standard Impact

IPSAS 33: First (Effective for annual periods beginning on or January 1, 2017)

time adoption of In January 2015, the IPSASB published IPSAS 33, First-time Adoption of
Accrual Basis Accrual Basis IPSASs. IPSAS 33 grants transitional exemptions to entities
IPSAS adopting accrual basis IPSASs for the first time, providing a major tool to
help entities along their journey to implement IPSASs. It allows first-time
adopters threé years to recognize specified assets and liabilities. This
provision allows sufficient time to develop reliable models for recognizing
and measuring assets and liabilities during the transition period.

The Centre adopted IPSAS in the year ended 30 June 2014 and therefore
provisions of first time adoption of accrual basis does not apply to the entity.
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iii.

New and amended standards and interpretations in issue but not yet effective in the year ended
30 June 2017

Standard Effective date and impact:

IPSAS 39: Applicable: 1% January 2018

Employee Benefits | The objective to issue [PSAS 39 was to create convergence to changes in
IAS 19 Employee benefits. The IPSASB needed to create convergence of
[PSAS 25 to the amendments done to [AS 19. The main objective is to
ensure accurate information relating to pension liabilities arising from the
defined benefit scheme by doing away with the corridor approach.

IPSAS 40: Public | Applicable: 1 January 2019:

Sector The standard covers public sector combinations arising from exchange
Combinations transactions in which case they are treated similarly with IFRS
3(applicable to acquisitions only) Business combinations and
combinations arising from non-exchange transactions which are covered
purely under Public Sector combinations as amalgamations.

Early adoption of standards

The entity did not early — adopt any new or amended standards in year 2017.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

8|

a) Revenue recognition
i) Revenue from non-exchange transactions

Transfers from other government entities

The Centre receives both recurrent and development grants every year finance various activities and
operations. Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and property) if the
transfer is free from conditions and it is probable that the economic benefits or service potential related
to the asset will flow to the entity and can be measured reliably.

ii) Revenue from exchange transactions

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership
have been transferred to the buyer, usually on delivery of the goods and when the amount of revenue
can be measured reliably and it is probable that the economic benefits or service potential associated
with the transaction will flow to the entity. The Centre revenues mainly come from sale of deep frozen
semen and Liquid Nitrogen which is used to preserve the semen.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
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b) Budget information

The original budget for FY 2016-2017 was approved by the board in July 2016. No Subsequent
revisions or additional appropriations were made to the approved budget. The entity’s budget is
prepared on a different 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 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.

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 six (6) of these financial statements.

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. Cost includes expenditure that is directly attributable to the acquisition of the items. When
significant parts of property, plant and equipment are required to be replaced at intervals, the entity
recognizes such parts as individual assets with specific useful lives and depreciates them accordingly.

The Centre makes estimates in determining depreciation rates of property plant and equipment. The
rates used are set out in the accounting policy for depreciation. Depreciation is calculated on reducing
balance with a full year’s charge on acquisition and none on disposal. The annual depreciation rates
used are:

Buildings 2%

Farm Machinery 20%

Computers 33%

Plant and Equipment 12.5%

Motor Vehicles 20%

Loose Tools 33%

Furniture and Fittings 33%

d) Inventories

[nventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is its
fair value at the date of acquisition. Inventories are recognized as an expense when deployed for
utilization or consumption in the ordinary course of operations of the Entity.

f) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.
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g) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

h) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees. Defined contribution plans are post-
employment benefit plans under which an entity pays fixed contributions into a separate entity (a
fund), and will have no legal or constructive obligation to pay further contributions if the fund does
not hold sufficient assets to pay all employee benefits relating to employee service in the current and
prior periods. The contributions to fund obligations for the payment of retirement benefits are charged
against income in the year in which they become payable.

i) Related parties

The Entity regards a related party as a person or an entity with the ability to exert control individually
or jointly, or to exercise significant influence over the Entity, or vice versa. Members of key
management are regarded as related parties and comprise the directors, the CEO and senior managers.

j) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank. For the purposes of these
financial statements, cash and cash equivalents also include short term cash imprests and advances
to authorised public officers and/or institutions which were not surrendered or accounted for at the
end of the financial year.

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.

I) Reserves
The Centre creates and maintains reserves in terms of capital reserves, revenue reserves and
donations received from development partners in form of asset donations.

m) Biological Assets
Estimates and judgements are continually evaluated on the basis of historical experience and other
factors including future events that are believed to be reasonable under the circumstances. The
carrying value of biological assets disclosed in the financial statements is at cost.
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5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Entity's financial statements in conformity with [IPSAS requires management
to make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting
period. However, uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of the asset or liability affected in future periods

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 consolidated financial statements were
prepared. However, existing circumstances and assumptions about future developments may change
due to market changes or circumstances arising beyond the control of the Entity. Such changes are
reflected in the assumptions when they occur. [IPSAS 1.140

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, 2017.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

1. Transfers from other governments

Description 2016-2017 2015-2016
KShs KShs
Unconditional grants
Operational grant 26,000,000.00 261,044,000.00
Other-EAAPP - 2,171,274.00
26,000,000.00 263,215,274.00
Conditional grants
Total government grants and
subsidies 26,000,000.00 263,215,274.00
1b) Transfers from Ministries, Departments and Agencies
Name of Amount Amount Amount Total grant 2015-2016
the Entity recognized to deferred recognised in | income during
sending the | Statement of under capital fund. | the year
grant Comprehensive | deferred
Income income
KShs KShs
KShs KShs KShs
Ministry of
Agriculture
Livestock
and
Fisheries 26,000,000.00 - | 26,000,000.00 | 26,000,000.00 | 261,044,000.00
Total 26,000,000.00 | 26,000,000.00 | 26,000,000.00 | 26,000,000.00 | 261,044,000.00
2. Sale of goods
Description 2016-2017 2015-2016
KShs KShs
Sale of goods

Sale of Deep Frozen Semen

129,315,700.00

141,815,090.00

Sale of Liquid Nitrogen

52,510,900.00

53,381,486.00

Other- Production Income

61,718,810.00

14,200,786.00

Total revenue from the sale of goods

243,545,410.00

209,387,362.00

12|
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

. Other income

Description 2016-2017 2015-2016
KShs KShs

Liquid Nitrogen Containers 1,584,000.00 4,692,300.00
Artificial Insemination Equipment 1,485,905.00 2,002,877.00
Miscellaneous Income eg disposal, fees 1,225,963.00 1,533,716.00
Rental Income 857,952.00 887,454.00
Total other income 5,153,820.00 9,116,347.00

. Employee costs

2016-2017 2015-2016

KShs KShs

Salaries and wages

94,189.024.00

80,853,763.00

Employee related costs - contributions to medical

aids 10,300,175.00 10,950,798.00
Employee related costs - contributions to pensions
and gratuity 5,360,344.00 12,782,671.00
Employee costs 109,849,543.00 104,587,232.00
. Remuneration of directors
Description 2016-2017 2015-2016
KShs KShs
Chairman's Honoraria 960,000.00 960,000.00
Directors emoluments 5,160,263.00 7,793,725.00
Total director emoluments 6,120,263.00 8,753,725.00
. Depreciation and amortization expense
Description 2016-2017 2015-2016
KShs KShs
Property, plant and equipment 53,042,497.00 61,900,149.00
Total depreciation and amortization 53,042,497.00 61,900,149.00

. Repairs and maintenance

Description 2016-2017 2015-2016

KShs KShs
Equipment and machinery 7,793,045.00 6,744,144.00
Total repairs and maintenance 7,793,045.00 6,744,144.00

13 |
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8. General expenses

Description 2016-2017 2015-2016

KShs KShs
Travelling and Subsistence 11,582,660.00 15,060,833.00
Telephone and Postage 2,381,096.00 2,645,338.00
Electricity and Water 26,822,807.00 24,252,430.00
Printing, Stationery and Computer Expenses 3,201,183.00 | 4,710,206.00
Training and ISO 468,040.00 4,763,904.00
Uniforms and Protective Clothing 390,155.00 779,344.00
Bank Charges 760,577.00 455,322.00
Subscriptions 108,360.00 89,880.00
Catering Services 973,539.00 844,280.00
Property Insurance - 560,551.00
Motor Vehicle Insurance 285,152.00 692,141.00
Transport Operating Expense 5,670,619.00 5,467,613.00
Motor Vehicle Servicing 821,986.00 2,421,962.00
Miscellaneous Charges 7,722,443.00 14,104,949.00
Audit Fees 580,000.00 580,000.00
Bull Recruitment and Maintenance 15,137,013.00 23,410,675.00
Marketing and Advertisement 5,816,556.00 11,297,651.00

Total general expenses 82,722,185.00 112,137,079.00

9. Cash and cash equivalents
Description 2016-2017 2015-2016
KShs KShs
Current account 3,738,860.00 6,616,096.00
Cash in Hand 38,433.00 61,022.00
Total cash and cash equivalents 3,777,293.00 6,677,118.00
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10. Detailed analysis of the cash and cash equivalents

&

o

2016-2017 2015-2016
Financial institution Account number KShs KShs
a) Current account
Barclays Bank of Kenya 0731056080 6,674.00 (5,807.00
Barclays Bank of Kenya 0731082928 28,102.00 6,167,720.00
Barclays Bank of Kenya 0731082901 3,704,084.00 454,182.00
Sub- total 3,738,860.00 6,616,096.00
b) Others (specify)
Cash in hand 38,433.00 61,022.00
Sub- total 38,433.00 61,022.00
Grand total 3,777,293.00 6,677,118.00
Receivables from exchange transactions
Description 2016-2017 2015-2016
KShs KShs

Current receivables

KAGRC Agents 24,805,490.00 22.,766,853.00

Staff Debtors 271,826.00 415,671.00

Other exchange debtors-medical cover 3,930,583.00 4,795,833.00

Total current receivables 29,007,899.00 27,978,357.00

Non-current receivables

Total non-current receivables - -

Total receivables 29,007,899.00 27,978,357.00

12. Inventories

Description 2016-2017 2015-2016

KShs KShs

Semen Stocks

221,785,800.00

148,744,300.00

Total inventories at the lower of cost and net realizable

value

221,785,800.00

148,744,300.00
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

14.

15,

16.

17.

a)

Investment Biological Assets

Description 2016-2017 2015-2016
KShs KShs

At beginning of the year 9,542,351.00 9,095,351.00

Additions 562,000.00 807,000.00

Disposal (360,000.00) (360,000.00)

At end of the year 9,744,351.00 9,542,351.00

Trade and other payables from exchange transactions

Description 2016-2017 2015-2016
KShs KShs

Trade payables 64,382,868.00 53,422,192.00

Payments received in advance

22,637,845.00

25,584,319.00

Employee Gratuity

56,731,593.00

54,796,665.00

Third-party payments 1,160,000.00 1,160,000.00

Total trade and other payables 144,912,306.00 134,963,175.00

Refundable deposits from customers

Description 2016-2017 2015-2016
KShs KShs

Customer deposits 11,099,920.00 5,919,920.00

Total deposits 11,099,920.00 5,919,920.00

Related Party Balances

Nature of related party relationships

Entities and other parties related to the entity include those parties who have ability to exercise
control or exercise significant influence over its operating and financial decisions. Related parties
include management personnel, their associates and close family members.

The entity is related to

) The National Government;

i) Ministry of Agriculture Livestock and Fisheries

i) The National Treasury;
iv) The general public;

V) Livestock Producers;
vi) Key management;

vii) Board of directors;
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
19. Related Party Balances (continued)

¢) Key management remuneration

2016/2017
Directors 6,120,263.00
Key management compensation 28.256,707.20
34,376,976.20

NOTES TO THE FINANCIAL STATEMENTS (Continued)

18. Currency

The financial statements are presented in Kenya Shillings (Kshs).

18|

2015/2016

8,753,725.00
24,256,128.00
33,009,853.00
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XVII.

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor. We have nominated focal persons to resolve the various issues as
shown below with the associated time frame within which we expect the issues to be resolved.

Focal Point Timeframe:
Status:
Reference person to (Put a date
Issue / (Resolved /
No. on the R resolve  the when you
Observations | Management comments | . Not
external f SN issue (Name Resolved) expect the
audit Report and issue to be
designation) resolved)
Differences
between  the : )
dobica] sl Material variances
Ref. iddoated between the, budget actual
KAGRC/2015 g . amounts were explained Resolved Resolved
amounts in the
/2016 (9) . an attached as annexure to
financial  not .
. .| the financial statements.
explained in
the notes. Dr. David K.
The Centre Kios
lacks land | The Centre has written the
ownership parent ministry
documents for requesting for thfe parcels Not Not resolved
of land it occupies to be resolved

the parcels of

land it | transferred in the name of
currently KAGRC.
occupies

Guidance Notes:

()
(i)

audit report that is signed by Management;

(iii)

(iv)

National Treasury.

™ NG

~

Dr. David K. Kios, HSC

Managing Director

Use the same reference numbers as contained in the external audit report;

Dr. Geoffrey Kamau

Chairman of the Board

Obtain the “Issue/Observation” and “management comments”, required above, from final external
Before approving the report, discuss the timeframe with the appointed Focal Point persons within

your entity responsible for implementation of each issue;

Indicate the status of “Resolved” or “Not Resolved” by the date of submittigg this report to

A N\

Date..........0.. 0 ...
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Appendix 2: INTER-ENTITY TRANSFERS

ENTITY NAME:

Break down of Transfers from the State Department of Livestock

FY 16/17

Recurrent Grants

Bank Statement

Indicate the FY to
which the amounts

Date Amount (KShs) relate
20/09/2016 1,500,000.00 | 2016/2017
28/12/2016 1,500,000.00 | 2016/2017
1/03/2017 1,500,000.00 | 2016/2017
10/5/2017 1,500,000.00 | 2016/2017
Total 6,000,000.00
b. | Development Grants
[ndicate the FY to
Bank Statement which the amounts
Date Amount (KShs) relate
10/5/2017 20,000,000.00 | 2016/2017
Total 20,000,000.00

The above amounts have been communicated to and reconciled with the parent Ministry

Finance Manager
KAGRC

Sign

20) |

Head of Accounting Unit

Ministry

Sign-




