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KENYA NATIONAL AUDIT OFFICE
REPORT OF THE CONTROLLER AND AUDITOR GENERAL
FINANCIAL STATEMENTS OF NATIONAL CEREALS AND
BOARD FOR THE YEAR ENDED 30 JUNE 2006

ON THE
PRODUCE

I have audited the financial statements of National Cereals and produce Board
for the year ended 30 June 2006 in accordance with the provisions of Section 14
of the Public Audit Act, 2003. 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. The financial statements are in agreement with the books of account.

Respective Responsibilities of the Directors and the Controller and Auditor
General

The directors are responsible for the preparation of financial statements whichgive a true and fair view of the state of affairs of the Board and of its operating
results. My responsibility is to express an independent opinion on the financial
statements based on my audit.

Basis of Opinion

The audit was conducted in accordance with the lnternational Standards onAuditing. Those standards require that the audit be planned and performed with
a view to obtaining reasonable assurance that the financial statements are free
from material misstatement. An audit includes an examination, on a test basis, of
evidence supporting the amounts and disclosures in the financial statements. ltalso includes an assessment of the accounting policies used and significant
estimates made by the directors, as well aJ an evaluation of the overall
presentation of the financial statements. I believe the audit provides a reasonable
basis for my opinion.

1. Financial Position

As has been previously reported, the Board continued to face financial difficulties.
During the year ended 30 June 2006 the Board rearised a ross of
Kshs.568,685,272 (2005 - Kshs.279,530,269) which brought its cumulative
revenue reserye deficit to Kshs.4,649,629,533 (2005 Kshs.4,079,s24,44.4). The
financial statements have, therefore, been prepared on a going concern basis on
the assumption that the Board will continue to receive fininciil support from the
Government, bankers and creditors.
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2.0 Propefi Plant and Equipment
2.1 Donor Funded Projects

The property, plant and equipment figure of Kshs.1o,gz1,242,s46 as at 30 June
2006 includes fifty-five (55) donor funded storage facilities whose ownership has
not been confirmed by the Government. Although the Public lnvestment
Committee in their sitting on 11 August, 1998 directed the Parent Ministry and the
Treasury to consult with regard to formal transfer of these facilities to National
Cereals and Produce Board, no evidence has been seen indicating that the
Board and the Government have come up with any fruitful conclusion on the
ownership status of these Donor Funded facilities/projects. Under the
circumstances, it is not possible to confirm the carrying value of Property plant
and Equipment amount of Kshs.10,921,242,s46 as at 30 June 2006.

2.2 Land without Title Documents

The property plant and equipment figure of Kshs.1o,gz1,242,s46 as at 30 June
2006 also includes sixty-three (63) plots without title documents whose
ownership and value could not be determined. ln addition, the Board revalued its
non current assets during the year, but did not comply with the requirements of
lAS 16 paragraph 77 on disclosure when revaluation model is used in that the
cost of the Asset has not been separated from the revaluations as required in
paragraph 77 (e). Further, the Board spent Kshs.288,7Og,7OB to build storage
facilities on twenty-one (21) plots owned by Kenya Railways on a temporary
occupation basis. After the expiry of the thirty-three (33) years lease period,
Kenya Railways has been reluctant to renew the lease term. This situation is
indicative of significant impairment on some of the properties. ln the
circumstances I am unable to confirm that the carrying values as stated in the
financial statements reflect the fair values of the prop=erties as at the balance
sheet date. Further, the ownership of the rand remains uncertain.

2.3 Work ln Progress

lncluded in the Property, Plant and Equipment figure of Kshs.10,gz1,Z42,s46 as
at 30 June 2006 is a further amount of Kshs.21,935,109 relating to work in
progJess paid by the Board for projects that stalled many years ago ind for which
the Board has not indicated any chances of being revived. Further, consultancy
services for these projects were single sourced and awarded to a single
consultant without competitive bidding. ln addition, Kshs.12,511,000 included in
!!" work in progress relates to payments for lnformation Technology
Modernization Contract which failed to take off despite the expenditure havin!
been incurred. ln the circumstances, it is not possible to confirm that the Board
received value for money in respect of the expenditure incurred on the stalled
projects. The future of the stalled Projects and the titles to the Properties has
also not been explained.
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3. Debtors and Prepayments

lncluded in the financial statements gross debtors figure of Kshs.998,076,823 are
trade debtors amounting to Kshs.848,681,873 out of which Kshs.643,051,795
(2005 Kshs.688,736,348) has remained outstanding for more than seven years
and whose recovery has remained uncertain. Also included in the debtors and
prepayments figure are staff debtors amounting to Kshs.61,302,866 out of which
Kshs.9,110,248 relate to staff who have already Ieft the services of the Board. ln
addition, Kshs.8,847,180 included in the trade debtors figure is due from National
lrrigation Board, which has been outstanding for over ten years. No action
appears to have been taken even though the Public lnvestment Committee in
Thirteenth Report Min No. 3321200412005 directed that the two Corporations
catry out a reconciliation and agree on the amount due to National Cereals and
Produce Board. ln addition, an amount of Kshs.582,211,4s2 due from the
Government being agency commission is in dispute, while Kshs.1TB,s33,7g7
being wheat market intervention expenses was completely omitted from the
financial statements. Although the Board has made a total cumulative provision
for bad and doubtful debts of Kshs.650,557,914 no tangible evidence was seen
of the efforts made to recover the long outstanding amounts or arrangements
made to write them off.

4. Creditors

Although the creditors balance dropped from Kshs.l,387,76o,B3g in the year
2005 to Kshs.1,297,880,921 in 2006, Trade Creditors figure increased from
Kshs.80,515,668 in 2005 to Kshs.757,614,374 in 2006 while sundry creditors
also increased from Kshs.299,098,337 in 2005 to Kshs.4g0,Bl1,2g0 in 2006.
Further the Board owes the Government Kshs.174,063,028 under the market
intervention programme and Kshs.143,195,039 in respect of Agency accounts.

Opinion

Except for the reservations set out in the foregoing paragraphs, in my opinion,
proper books of account have been kept and the financial statements give a true
and fair view of the state of affairs of the Board as at 30 June 2006 and of its loss
and cash flows for the year then ended and comply with the National Cereals and
Produce Board Act, Cap 338 of the Laws of Kenya.

. KOMORA
CONTROLLER AND AUDITOR GENERAL

Nairobi

J

12 March 2007
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NATIONAL CEREALS AND PRODUCE BOARD

VISION, MISSION AND VALUES OF THE NATIONAL CEREALS & PRODUCE BOARD

Vision Stotement

A globol leoder in monogement ond morketing of groins ond reloted enterprises

Mission Stotement

To cost effectively moximize use of resources, in order to ochieve the highest level of
commerciol performonce for the benefit of our customers, employees ond other
stokeholders, by providing high quolity products ond services, of competitive prices, in

o sociolly responsible monner.

Volues

. Commitment

. Quolity

. Honesty

. lntegrity

. Professionolism

. Stewordship
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NATIONAL CEREALS AND PRODUCE BOARD

CORPORATE INFORMATION

The Directors who served during the yeor under review were the following:-

Gen.(RTD) M.Mohommed-
Mr. T. K. Tuei
lr/r N. Mogere
Mr. Tirop Kosgey
Mr. Arch. K.Njendu
Mr. F. Wonyonyi
Dr. V. K. Munyoke
Mr. S. Ahmed
Mr. A. M. Bololo
Mr. W. K. Moino
Mr. S. K. Moino

Mrs. S. S. Boboti

Mr. E. Gotugu

Mr. H. Wood
Mr. J. K. M'muteo
Mr. F.C. Gonyo
Mr. M. Cherunyo

SENIOR MANAGEMENT
Mr N. Mogere
Mr. Tirop Kosgey
Mr. R. K. Longot
Mrs. A. G. Komou
Mr. C.S.Khoembo
Mr. N. Gikorio
Mr. B. O. Umbo
Mrs. P. C. Ngenoh
Mr. D.K. Chepkwony
Mr. F. K. Song
Mr. J. C. Boit
Mr. G. Murithi
Mr. A. L. Mwokobo
Mr, A. K. Moritim
Mr, P. N. Mutuo
Mr. S. K. Mbutu

Choirmon(Appointed on 23d Dec 2005)
Choirmon (Retired on 23,d Dec 2005))
Monoging Director (Appointed on Bm Feb 2006)
Monoging Director (Redeployed on 8rh Feb 2006ll
Member (Appointed on lst Feb. 20061
Member (Appoinled on lst Feb. 2006)
Member (Appointed on I st Feb. 2006)
Member
Member
Appointed representolive of KFA Ltd
Alternote Director to the Permonent Secretory Office of
the President
Alternote Director to the Permonent Secretory Ministry of
Finonce.
Alternote Director to the Permonent Secretory Ministry of
Agriculture.
Member (Retired on lOtn Dec.2005)
Member (Retired on lOrn Dec.2005)
Member (Retired on lOth Dec.2005)
Member (Retired on llm Jon.2006)

Monoging Director
Monoging Director (Redeployed on 8m Feb 2006)
Ag. Generol Monoger Morketing & Operotion
Boord Secreiory
Chief Accountont
Humon Resources Monoger
Operotions Monoger
Soles ond Morketing Monoger
Quolity & Pest Control Monoger
Chief Finonciol Anolyst
Reseorch & Development Monoger
Security Monoger
lnformotion Systems lvlono ger
Public Relotions Monoger
Chief lnternol Auditor

Ag.Technicol Monoger
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NATIONAL CEREALS AND PRODUCE BOARD

PRINCIPAL PLACE OF BUSINESS

Heod Office
Nyumbo yo Nofoko
Mochokos Rood
P.O. Box 30586
Tel: (020) 536028/ 555288
NAIROBI

Areo Offices:

NoirobiAreo
Areo Monoger
P. O. Box 30586
Tel: (020) 780384
NAIROBI

Nyonzo/Western Areo
Areo Monoger
P. O. Box217
Tel: (057) 44891/44135
KISUMU

AUDITORS

Controller ond Auditor Generol
Kenyo Notionol Audit Office
P.O. Box 30084-00100
NAIROBI

BANKERS

Kenyo Commerciol Bonk
P.O. Box 48400
NAIROBI

North Rift Areo
Areo Monoger
P. O. Box 479
Tel: (053) 32631/22
ELDORET

Coosl Areo
Areo Monoger
P. O. Box 84696
Tel: (04 I ) 2490347 1249 529 1

MOMBASA

South Rift Areo
Areo Monoger
P. O. Box 326
Tel: (051) 212420/3
NAKURU

Eostern/North Eostern Areo
Areo Monoger
P. O. Box 92
Tel: (068) 201 26130675130 1 80
EMBU
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NATIONAL CEREALS AND PRODUCE BOARD

CHAIRMAN'S REPORT

ECONOMIC REVIEW

2005 Economic Survey indicoled thot the Kenyon economy grew from 4.3% in 2004 to q
record growth role of 5.8% for 2005 under new syslems of Nolionol Accounls (SNA)

stondords. This growth rote wos ochieved in spite of unfovouroble weother conditions ond
high oil prices. The onnuol overoge inflotion rote for the yeor wos 7.4% os compored to
1497% during the previous yeor..

GRAIN SUB.SECTOR REVIEW

All sectors of lhe economy recorded improved growth. in 2005 in which the Agriculturol
sector, which wos the lorgest contributor to the growth exponded by 6.7%. Noloble
improved growth wos in oll sectors except coffee which recorded o decline ol 6.6%.

Moize, which is the core business of the Boord, recorded obove overoge produclion with
2.Slmillion tones being produced during the yeor. Though some ports of the country
experienced drought, the Government ensured thot food reoched oll ports of the country.
The supply of moize wos moinly from domestic production ond cross border inflows. Though
the producer prices were high the Boord porticipoted in moize troding lo o limited extent.

During fhe yeor under review, the Governmenl put meosures in ploce to oddress the groin
morketing constroints while of the some time oddressing the requirements of the consumers
in order to ensure food security in the country. ln this regord the Government procured
122,697.7.l metric tonnes of moize locolly, releosed 225,639..l4 MT for fornine relief ond 45,000
MT of SGR moize for sole using NCPB os on Agent for fomine relief distribution in the droughl
stricken oreos ond morket stobilizotion respectively. The moin octivities for the yeor were:-

o) Troding in
sorghum.

ogricullurol produce, i.e. moize, wheot, rice, beons, mlllet ond

b) Monogemenl of the country's Sirotegic Groin Reserves (SGR) ond Fomine Relief stocks
on Agency bosis on beholf of the Governmenl of Kenyo.

c) Provision of groin reloted services of sloroge, quolity moinlenonce ond sloroge
focilities to third porties ond,

d) Distribution of form inputs
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NATIONAL CEREALS AND PRODUCE BOARD

CHAIRMAN'S REPORT (Contin ued)

ln order to oddress the risk ossocioted with groln industry, the Boord diversified into o voriety

of commodities ond enhonced its volue oddition strotegy to mill ond pockoge rice ond

millet flour.

The Boord procured locolly 122,689.7lmetric tones of moize ond 9,900 metric tones of beons

on beholf of the GOK.

The level of commerciol operotions consisted of procurement ond sole of 90,776mt of moize

ond other food stoff 26,9O4.lOnrl of form inputs ond rendering of groin reloted services to

third porties.

Owing lo non-commerciolly vioble moize prices in the morket, the Boord mode o strotegic

retreot from engoging in moize troding ond concentroted on procurement of this

commodity on ogency bosis.

OPERATING PERFORMANCE

As stoted in the previous yeor's report, the strotegic meosures put in ploce ore groduolly

omelioroting the operoting performonce of the Boord. During ihe yeor ended 30rh June

2006, the Boord recorded on operoting loss of Kshs. 568.6 million os compored to o loss of
Kshs. 279.5 million the previous yeor. The odverse troding results is portly ottributed to
increosed depreciotion chorge orising from revoluotion of the Boord's plont, property ond
equipment ond low troding volumes during the yeor under review, the feoture thot wos

further oggrovoted by beloted opprovol of commerciol borrowing.

The Boord's slow poce to turn oround is still ottribuled to in-odequole working copitol ond o
huge infrostructure some of which requires divestiture.

With the Strotegic Plon put in ploce ond Performonce Controcts signed with the
Government for the yeor 2005/2006, the Boord's focus to turn round to profitobility will

include enhoncing revenue generotions through high turn over, undertoking osset

divestiture, implementotion of strict cost control meosures, diversificotion of products, timely
debt collection ond volue oddition of commodities ond products. These meosures will give
ihe Boord o competitive edge in the morket environment.

d'd'va'^
GEN. )M HAMUD H. MOHAMMED (EGH, UM, CBS, DCO)
CHAIRMAN
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NATIONAL CEREALS AND PRODUCE BOARD

REPORT OF THE DIRECTORS

The Directors hove o pleosure in submitting their reporl iogether with the oudited occounts of
the Boord for the yeor ended 30th June 2005.

.I. 
INCORPORATION AND HEAD OFFICE

Notionol Cereols ond Produce Boord wos incorporoted through on Act of Porlioment
Chopter 338 ond is domiciled in Kenyo. The oddress of ils Heod office is:

Notionol Cereols ond Produce Boord
Nyumbo yo Nofoko
Mochokos Rood
P.O. Box 30586
00100 GPo
NAIROBI

2. PRINCIPAL ACTIVITIES

The Boord's principol octivity is groin hondling ond morketing with provision of ollied
services ond focilities. This is in oddition to undertoking sociol functions on beholf of the
Government of Kenyo on Agency bosis thol relqtes to the procurement, storoge, quolity
mointenonce, ond distribution of fomine relief food commodities.

3. RESUTTS

The operoting resulls for the yeor were os follows: -
30th June 2006

Kshs.
30th June 2005

Kshs.

97,282,950
Operoting Loss before Depreciotion,
Provision ond Extro ordinory llems
Deduct
Depreciotion
Bod ond doubtful Debts
Obsoleie stocks

Net Deficit for the yeor

(144,006,710)

414,678,562
r0,000,000

0

424,678,562
(568.685,272)

226,882,657
147,648,325

2,282,237
376,813,219

Q79,530.2691
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NATIONAL CEREALS AND PRODUCE BOARD

3. DIRECTORS

The Directors who served during the yeor under review were os set oul on poge 3

4. AUDITORS

The Controller ond Auditor Generol is the stotutory Audilor of the Boord os provided for
under Section l4 of Public Audit Act 2003.

By order of the Boord

A.c.fu(Mrs.)
BOARD SECRETARY

NAIROBI, KENYA
I9TH JANUARY2OOT
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NAIIONAL CEREALS AND PRODUCE BOARD

FINANCIAL STATEMENTS

BALANCE SHEET AS AT 3OTH JUNE 2006

ASSEIS

NON.CURRENT ASSEIS

Properly, Plonl ond Equlpmonl
lnvcslmcnls

Loons

CURRENI ASSETS

Operollng rlockr

Doblors ond Prepoymenls
Governmenl Deblors - Nel Old Debl

Govsrnmonl Dablors - New Agency A/C
Cosh ol bonk ond ln hond

IOIAL ASSEIS

EQUIIY AND TIAOITIIIES
EQUII Y

Copllol Fund

Revoluollon Reservo

Revenue Reselv6

CURRENI IIABILIIIES

Bonk Overdrofl
Shorl lorm Loon

Crodllors ond Provlslon

Creclllors - Due lo GOK on Posl Mqrkel
lnlervenllon Progromme

Governrnenl Agoncy Accounl lold A/C.

Note

3OIH JUNE 2006

Kshs.

10,921,242,546

0

10.921.212.546

1,021,920,229

347,5 t8,909

40,81 6,828

s72,833,273

_ 822,604,088

J895A?3^?2A
ut_721e35',.872

6,304,142,172

9,589,422,793

14,649,628,533)

Jtr243.936..132

505,233, I 83

362,627,269

1,2?7,880,92t

l7 i,063,028
143,195,039

3OTH JUNE 2OO5

Krhr.

4,429,7 51,270

0

3.222.616

4.432,973.886

.232,881,720
200,032, I 4l

40,816,828

1,720,888,060
415.8e9.730

26lQ.5rE.47e
7.O43,A92.34Q

6,304,14?,172

2,699,423,826

la n.7a 52 A.AAtl

4.?24&/it.9S!

4I4,43t,?04

0

t,387,760,839

t7 4,063,028

I 43, t9s.039

0

2J-1115.0.0j'0

u.03iurJut

3

4

5

6

7

I
9

l0

0

i

'I

I

ll
l2
l3

l4

l,l
r5

ln
t7

loxolion lB 0

J,A0Z?.Z2A4Q
TOrAt EQUITY AND UAB|UIES lllJ2i^rr5xz?
tho noles on pogcr l4lo 34 lorm on lnlegrol porl ol lhose occounls.

rk""-t\
GEN

I9TH JANUARY 2OO7

uD MOHAMED (EGH,UM,CBS,DCO) CHATRMAN

,I9TH JANUARY 2OO7

MANAGINO DIRECIONMi. N. O. MOOrir(Mr



NATIONAL CEREALS AND PRODUCE BOARD

FINANCIAL STATEMENTS

INCOME STATEMENT FOR THE YEAR ENDED 3OTH JUNE 2006

Note

GROSS SALES

COST OF SALES

GROSS MARGIN GAIN

GROSS MARGIN GAIN AS

A PERCENTAGE TO GROSS SALES

ADD:

Other lncome

TOTAL INCOME
LESS: EXPENDITURE

lmport Costs

Roiloge ond Rood

tronsport cosls

Stoff cosls ond Woges

Adminislrotion expenses

Other operoling expenses

PROFTT/(LOSS) BEFORE

DEPRECIATION AND BAD DEBTS

Deduct Provisions

Depreciotion expense

Bod ond doublfuldebts
Obsolete stocks

PROFIT FROM OPERATIONS

Finonce cost

PROFTT/(LOSS) BEFORE TAX

lncome tox expense

PROFTT/(LOSS) AFTER TAX

Extro ordinory ilems

NET PROFIT/(LOSS) FOR THE PERIOD

848 982,251

163,623,196

16.16%

25 630, r83,349

793,806,545

88,537,465

463,431,396

186,234,906

r 08,390,844

846,594,611

(52,788,066)

4t 4,678,562

10,000,000

U

4 8,562

(477,466,628)

91,218,644

(568,68s,2721

(568,685,272)

24

24

3OTH JUNE 2006

KShs

1,012,605,447

3OTH JUNE 2OO5

KShs

785,298,985

623,884,440

161 ,414,545

20.55%

7 54,536,297

915,950,842

734,019

44,986,283

442,031 ,97 4

181,575,124

91,902,012

7 61 ,229 ,411

154,721,430

226,882,657

I47 ,648,325

2.282,237

37 6.813.219

(222,0e1,789)

57,438,480

(279,530,2691

(279,530,2691

26

26

26

26

26

26

26

26

26

(568,68s,272) (279,s30,269)



Al lsl July 2004

Prior Yeor

Ad.iusimenl

Nel Profil/(Loss)

For lhe Yeor

At 30 th June 2005

Al I st July 2005

Prior Yeor

Adjustmenl

Nel Profit/(Loss)

For lhe Yeor

At 30 lh June 2006
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NATIONAL CEREALS AND PRODUCE BOARD

FINANCIAL STATEMENTS

SIATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 3OIH JUNE 2006

Copilol Revoluolion

Fund Reserve

Kshs. Kshs.

6,304,142,172 2,699,423,826

0

U o
2.699.423.8266.30A.142.172

6,304,142,t72 2,699,423,826

U 6,889,998,967

1279.530.269l.
(4.O79.524,4441

0

Revenue

Reserve

Kshs.

(3,778,e62,ss91

(21 ,03 r ,61 6)

Tolol

Equilv

Kshs.

5,224.603,439

(2r,03r,6r6)

1279,53O,2691

4.924.O41.554

o0

14,079,524,4441 4,924,041 ,554

(r,4r8,8r7) 6,888,580,r50

t568.685.2721 1568,685,2721

142.172 I,589,422,7?3 (4,649,628,533) ll. 936 432
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NATIONAL CEREALS AND PRODUCE BOARD

FINANCIAL STATEMENTS

CASH FIOW STATEMENT

FOR THE YEAR ENDED 3OIH JUNE 2006

3OTH JUNE 2OO5

Kshs.

3OTH JUNE 2OO5

Kshs.

CASH FTOWS FROM OPERATING ACTIVITIES

Loss before exlroordinory ilems

Adjustmenls for:

Provision for Depreciolion

Provision for slock shrinkoge

Provision for doubtful debts

Goin on disposol of equipment
Operoling Profil belore

working copitol chonges
(lncreose)/decreose in debtors

(lncreose)/decreose in stocks
lncreose/ (decreose) in creditors

lncreose/[decreose) in bonk loon
cosh generqled trom operottons

Extroordinory items:

Eorly reliremenl poyments

Prior yeor odjustmenis

Nel cosh from operoling oclivilies
CASH FI.OWS FROM INVESTING ACTIV]TIES

Additions io Fixed Assels

Proceeds from Sole of Equipment

Reduction to lnvestments ond loons

Net cosh flow from investing ocllvilies
Net increose/(decreose) in cosh ond cosh equivotenl

Cosh ond cosh equivolent of the beginning

of the yeor:

Cosh ol Bonk ond on hond

Bonk Overdroft
Cosh ond Cosh equivolenl ol end of yeor

ANATSYSIS OF CASH HELD AT

END OF YEAR

Cosh ol Bonk ond on hond

Bonk Overdroft

(s68,685,272) (27?,530,26e)

414,578,562

9,7 67 ,O77

10,000,000

19l 7 58Al

226,882,657

1 ,620,7 61

147,648,325

ll -5.0001

(13s,'t57,220)
990,568,01 7

(798,80s,585)

189,879,9 t7 )

362,627.269
32?,352,564

?6,606,474
(r,r98,884,5t1)

431,863,177

848,073,00r

o
177,65E,O4t

0

121.031,616)

156.626.424

0

II .418.8 r 7)

327.933.747

(16,170,871)

917,586

3.222-61 6

(7,348,6031

r5,000

3.395.964
(1' .030.669) 937.6s8)

315,903,078 152,688,786

4\ 5,899,730 262,811 ,867

(414,431.904) (414.032,8291

-?17 .370 90.5 1.467.826

822,604,088

t505.233. r83)

4t 5,899,730

4.431.9041

417 .370 90s

lal

1.467 826



ACCOUNTING POLICIES

(o) Accountino Bosis

The occounts of the Boord ore prepored under the historicol cost convention os

modified by revoluolion of certoin fixed ossels'

(b) lncome Recoqnition

i)lncomeisrecognizedonoctuolbosisosogenerolpolicy'exceptwhere
there is doubt on its collection'

ii)lncomeinrespectofcreditsolesisrecognizedotthedoteofcollection
whereos income for cosh soles is recognized when cosh is received from

trreouverforcommoditiessoldondcollectedorsetosideforcollection.

iii)lncomefromservicesrenderedondfocilitiesprovidedisrecognizedotthe
time of rendering ond providing such services ond focilities'

I

(c) DePreciotion

Depreciotion chorge on fixed ossets is provided on o stroight line bosis ond is

colculoted on cosl or voluotion oi the following rotes which ore consistent with

pflor yeors:
Freehold Lond

Leosehold Lond

Buildings, Boreholes, Fences ond Roods

Silos

Over the term of leose

/o7
O/o

e fo

Plont, mochinery ond comPuter
equipment

Fumigotion equiPment

Motor vehicles ond drying Equipment

Furniture ond equiPment

14

ONAL C REALS NDP UCE BO ARD

c U

o clo

Nil

^ 
co7

./-.J /o

12.s%

20%

2s%

125%
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NATIONAL CEREALS AND PRODUCE BOARD

NOTES TO THE FINANCIAL STATEMENTS - 3OTH JUNE 2006
(Continued)

I. ACCOUNTI G POLICIES (Cont'd)
(d) Voluotion of

i) Closing Stocks hove been volued on the bosis of first-in first-out (FIFO)

principle, opplying the lower of cost ond net reolizoble volue, ond provision

for stock shrinkoge computed of o rote of 2.2% of volue of the yeor's
purchoses.

ii) Closing Stock quontities hove been stoted in lerms of stondord 90 kg

weights unless otherwise disclosed.
(e) Slocks of Consumobl e Slores ond Suoolies

As from .lst July 1997 there wos o chonge in occounting procedure for

consumoble supplies ond stores thot ore centrolly purchosed. The items ore
initiolly coded to respective control occounts for ihese stocks of the time of
procurement ond the cosl expensed/chorged of the time of dispotch to the
respective user budgel cenlers. This new occounting policy ensures. thot budget
centers ore only held responsible for the expenditure directly reloted to whol they
hove requisitioned ond consumed. The bolonce of stocks held of Heod Office
(Supplies Section) of yeor-end ore included os port of closing stocks ond volued
on the bosis of First in First Out (FIFO).

(f) lnvestment (Equitv in Subsidiorv)

Equity investment in Kenyo Peonuts Limited hos been stoted of cost. No occount
of the operoting results of this concern hos been included in these occounts.

(g) Funds from Government

Funds from the Government of Kenyo hove been, where opplicoble,
incorporoted on occruol bosis to recognize its reloied income in the some fiscol
yeor they were to be provided or poid for by the GOK.

(h) Provision for Bod ond Doubtful Debls
Provision for bod ond doubtful debts hos been mode on the bosis of specific
debts ond consists of IOO % specific provision for some debtors ond o generol
provision of 7.5% on oll other outstonding trode debts of the bolonce sheet dote.

(l) Foreiqn currencies
Assets ond Liobilities denominoted in foreign currencies ore tronsloted into Kenyo

Shillings ol the rote of exchonge ruling of the bolonce sheet dote. Tronsoctions
during the yeor in foreign currencies ore lronsloted of the rote ruling of the dotes
of the tronsoctions. Goins ond losses ore deolt with in the income stotement.

2. GOING CONCERN CONCEPT
The occounts hove been prepored on going concern bosis



tencing

DlivewoYs &

Clvll works

KShs

Bulldings ond

Gtoin Sllos

KShs

l6

Motor

Vehlcles

KShs

Ptonl &

Mochinery &

Eouiomenl

KShs

Construclion

ln Proqress

KShs

NAIIONAT CEREALS AND PRODUCE BOARD

(continued)

3. PROPERTY.PTANT AND EQUIPMENT

Totol

Cost or

Voluollon

At 30th

June 2005

Additions

Revoluolion

Adiustmenl

Tronslers

DisPosols

Al 30th

June 2006

DePreclollon:

At 30lh

June 2005

Chorge lor

the Period

On disPosols

Revoluolion

Adiustment

Al 30th

June 2006

Nel Book

Volue:

Al 30th

June 2006

At 30th

June 2005

327,311,167

0

5,539,090,282

0

3,985,161,724

I ,455, 107

a

335,033,430

0

1,591 ,822'496

7,153,061

0

(l,2lo, 141,398)

0

1250.0001

KShs

7 ,959,624'406

I 6, I 70,869

3,360,1 25,834

(0)

190o.000)

o 3,529,873' 136

4 r 4,678,563

(900,000)

13.529.873 1361

Q 413,778's63

Lond

KShS

429,609,251

97 6,297

50,739,563

5,405,040

(24,538.563)

2l ,05 I ,646

2,636,470

515,072,7 49

0

q

94,571,323

297,9@

o

{1,753,007)

o

945.65A.297

41,034,651 70,2?2't91

r650.000)

1.801 ,266,506 46'477 ',360 1 ',57}',872'427

422.180.390 9',52s',707',113 30',956',040 388'584'159 21',935 109 l1'335'021',108

13,350,700

0

10,547,063

0

7,604,168

(6s0,000)

48, I 43,20 I

(2s0,000)

0

0

1l nol{l .46.477 '3601 lt '570',872',427\

l'l t'7n. l9
/1.034

335.033.430 6'954 168 47 '893',201
'I3.350.700 I0'547 063

932-19L52L

3S8J2i.600

4u 633.327 e le0'673 683 2A'jgJ-'a12 14p-690'?':g 2L235J'0t' toszt ',2A1 546

?JlBflg.zzl 3 737 823'777 4 262 2o3 20'?$'ai2 2l*05j'6i6 4 42e 7 s\ 27o
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NATIONAL CEREALS AND PRODUCE BOARD
T E AN IAL T TEMENTS . 3OTH JUN

(Continued)

4. INVESTMENTS

Composilion
(o) lnvestments

(i) Kenyo Peonuts Compony
Lid:

55,167 Ordinory shores of
KShs. 

,}00/= 
eoch ot

Acquisition cost
(ii) Kenyo Coshews Limited:

400 Ordinory shores of
KShs.5/= eoch

Sub tolol
Less: Provisions for bod ond

Doubtful debts
Nel lnvestmenls of yeor end

2,168,740 2,168,740

s0.06.2006
Kshs.

30.06.2005
Kshs.

2,000
2,170.740

2,000
2.170.740

(2.170,740) (2,170,740)

(o) Kenvo Peonuts Componv Limited

The Boord owns 46% of ihe issued shore copitol of the compony. ln view of the
prevoiling uncertointy over the fulure viobility of peonuts industry coupled with effects

of morket liberolizotion, o 100% provision under bod ond doubtful debts, omounting to
Kshs.2,168,740 hos been mode ogoinst the Boord's investment in the compony.

(b) Kenyo Coshews Limited

As reported in the previous Finonciol Yeors, Kenyo Coshews Limited (dormont since
inception), is o wholly owned subsidiory of the Boord. lt wos originolly intended thot the
Compony would construct o new coshew nut processing foclory in Kwole District.
However, with limited ovoilobility of row-nuts coupled with effects of Government policy
on morket liberolizoiion, the proposed business venture is no longer viqble.

aa
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NAT]ONAL CEREALS AND PRODUCE BOARD

NOT TO THE FINANCIA L STATEM ENTS . JUNE 2006

(Conlinued)

5. LOANS
30 06 30.06.2005

Kshs.

Composilion

(i) Milling CorPorotion of KenYo

(ii) Kenyo Coshew nuts Limiled:
(iii) Kenyo Coshews Limited
Sub totol

0

120,521 ,l l8
231 ,080

120.752,198

3,483,909
120,521.1 l8

231 080
124.236.107

Kshs.

(.l ?r ,01 3,4e 1 )

Less: Provisions for bod ond
Doubtful debts

Net loons of Yeor end
1120,752,198)

i2z2fia

(i)) Millinq Corporotion of Kenvo Limited

This loon wos fully poid during the yeor

(ii) Kenvo Coshew nuts Limited

The loon omount relotes to o trode debt ond o loon odvonce to Kenyo coshew Nuts Ltd

before it wos disposed of under Government divestiture ond privotizotion progromme of

non-strotegic public enterprises. As port of the sole Agreement the trode debt' which wos

initiolly KShs.46.6 Million, wos converied into on lnleresi Free Loon except for ony defoulted

omount thot would ottroct interest of commerciol roles' This Loon wos to be redeemed

wiihin o period of 5 yeors.o..un.ing from lst Morch 1995. only the first instollment of

KShs.9,32O,0OO hos been fully repoio. simitorty the Kshs'10 Million Loon Advonce wos

converted into o loon redeemoble within seven yeors of on interest rote of 18% p'o'

commencing on lst June 1gg4.100 % provision for bod ond doubtful debts hos been mode

due to uncertointy in repoyment of the two loons'

(iii) Kenvo Coshews Limited

The outslonding loon represents expenditure incurred by the Boord on beholf of the

componylnpostyeors,ondthereorenoprospectsofrecoveryofthisinvestment'
Consequenily, IOO% provision for bod ond doubtful debts hos been mode owing to

the uncertointy of recovering the Loon ond plons ore under woy to write it off '

0



19

NATIONAL CEREALS AND PRODUCE BOARD
NOTES TO THE FINANCIAL STATEMENTS . 3OTH JUNE 2006

(Continued)
6

6

OPERATING STOCKS

Closinq Stocks

Locolwhite A4oize

Beons
Wheot - Locol
Green groms
Costor Seeds
Poddy
Locol milled Rice
Wimbi
Fertilizer
Pockoging bogs (Jute/PP)
lnsecticides
Sub- Totol

(b) Stocks of Consumobles
Sub- Totol
[ess: - 2.2% Provision for

Slock shrinkoge
-Provision for obsolete
Slocks-Consumobles

Sub-Totol
Totol closing stocks ol yeor end

DEBTORS AND PREPAYMENTS

7..l Breqkdown onolysis

The closing stocks of commodities volued ot Kshs. 1,021,920,228 (2004/2005 Kshs

232,881,720) were composed of the following:
30.06.2006 30.06.2005

Kshs Kshs

o) Composition of Stocks
3,788, r03

67 ,819,614
43,239,206

0
640

26,029,039
.l3,836,750

20,210,6r8
611 ,294,547
224,511,575

252,693
1,010,982,785

22,986,7 57
1,033,969,542

9,7 67 ,077

2.282.237
12,049,314

't.021.920,228

98,29I,BBB
r,0B.l,2B0

BB, I OO

0
640

24,167 ,897
10,951 ,726
5,050,107

65,5.l8,480
7,832,649

683,046
213,665,813

23,1 18,905
236,784,719

| ,620,7 61

2,282,237
3,902,998

232,881,720
7

Coleqorv
Former Associoted compony
Debtors for imported Wheot
Trode Debtors
Stoff debtors
Sundry debtors & Prepoyments

Less: Cumulotive Provisions for bod ond
doubtful Debts

Totol Deblors ond Prepoyments os
At yeor end

(650,ss7,914) (640,ss7,91 4)

30.06.2006
Kshs.

160,078
35,933,464

848,681,873
61,302,866
51 ,998,542

998,07 6,823

30.06.2005
Kshs.

160,078
35,933,464

688,736,34s
60,872,516
54.887,652

840,590,055

347,518.909 200,032.141
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NOTES TO THE FINA NCIAL STAIEMENTS - 3OTH JUNE 2OO5

Continued)
on De d Pre7.2

(o) Former Associoted compony indebtedness consists of the following:-
30.06.2006 30.06.2005

Kshs. Kshs.

Kenyo
Compony
Ltd

Peonuts

160,078
160,078

t 60,078
r60,078

o

(b) The Provision for Bod ond Doubtful Debis comprises the following:
30.06.2006 30.06.2005

Kshs. Kshs.

Assocloled componies I 60,078 160'078

Debtors for imported wheot 35,933,464 35,933,464

Other lrode deblors 543,782,528 534'039 '173
Stoff deblors 42,041,558 41'223'201

Sundrydebtors28,640,28629'201'998
Totol cumulotive Provision 650557-914- AA0S5Z-9IA

GOVERNMENT DEBTORS - OLD DEBT

As porl of NCpB commerciolizotion reform process oll post Government debts ond

obligolions ouislonding os of 3Orh June 1997 were consolidoled ond offset ogoinst credit

bolonces held in fovour of the Government with o net debt of KShs.3.l billion

estoblished. The net debt wos iniliolly recommended to tlre GOK for repoyment over o

three-yeor period but of the request of GOK wos voried lo six yeors with onnuol

instollmenl of KShs.500.0 million from lsr July 1997.Ihrough onnuol redemptions, the

oulstonding net debt hos been progressively reduced substontiolly, lhough not ol ihe

ogreed tevLl of instollments ond wos stonding of KShs 40,816,828.00 os ot 3Oth June 2006

os onolyzed here under:-

30.06.2006

. 'Kshs

40,816,828

30.06.2005
Kshs

390,816,828Bolonce BIF .01/07
Deducl: Amount received

During the Yeor
Bolonce outstonding
Al yeor end

a 3s0,000,000

40316i2S 40316i28
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NATIONAL CEREALS AND PRODUCE BOARD

NOTES TO THE FINANCIAL ST ATEMENTS - 3OTH JUNE 2006
(Continued)

9 GOVERNMENT DEBTORS - NEW AGENCY ACCOUNT

ln complionce with ogreed reform octions on GOK socicrl funciions, thot involved
introduction of new Operoting Rules on domestic groin morketing the Boord hos with
effect from lst July 19?7 tvlly odopted the new mode of chorging GOK on ogency bcrsis

for services rendered ond focilities provided. Under the Agency Agreement signed
between the Boord ond the Government, the GOK is under obligotion to provide funds
upfront to meet direct costs ond ogency remunerotion for services rendered ond
focilities provided of rotes to be onnuolly negotioted ond mutuolly ogreed.

9.2 Ihe rotes opplicoble in 2005/2006 FY for vorious services ond focilities thoi vvere muiuolly
ogreed upon by the two porties ond which hove been in force since l2tn llo'vember
2002were os follows:-

o)
b)
c)
d)
e)
f)

s)

Nolure of Service/focility
Sloroge
Quolity mointenonce
Conrmission on Purchosing
Commission on releoses
Commerciol soles commission
Commission on tronsport
Commissior-i on commocJity
hondling (Direct costs)

Rote
Kshs/Percenlooe
3.20 per bog per month
3.50 per bog per month
85.00 per bog
17.00 per bog
8% of soles volure
8% of tronsport cost
I % of hondling cost
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NATIONAL CEREALS AND PRODUCE BOARD

NOTES TO THE ACCOUNTS . 3OTH JUI'1E 2006

(Conttnued)

9.3 The breokdown of the omounls ou'tstonding rn relotton lo eoch ocir'/ily os well os remil'tonces

recerved from the Governrnenl dunng the yeor is summonzed here below'-

o) Slrolegic Gtoin

Reserve Proolomme- Old Accounl

Bolonce BIF on I 17 /2OO5

2Oo5/2O06 expensei:-

Direct cos'ls

Sloroge Chorges

Sub - Tolol

bl tomlne Rellel Prooromme

Bolonce B li on I t7 /2oo5
2C[J512006 expenses -

Direcl cosls

Sloroge Chorges

Sub - Tolol

c) GOK '17 selecled

Deools for F/Reliel

Bolonce BIF on I /7 /2OOs

2005/2006 expenses:-

Direcl cosls

Sloroge Chorges

5 % Monogemenl fees

Sub - Tolol

Cumulo'ltve

Amounls Due

K5hs

163,807,949

17 4,844,5391

2,641,970,816

267.t97.390

2.A34.323.666

Amounls

Received

KShs

Nel omounls

Oulslonding

30lh June 2006

Nei omounls

Oulstondtng

30lh June 2005

0

0

2,473,648,003 168,322,812

a 267,197.3e0

2.473.648.003 360.675.664

KShs KShs

163,807,949 I 63,807,949

I 63,807,949

0

o
163,807,949

171,844,s391 (l5,so7,sl4J

( 46,9e8,557)

(62.506.071l

I 91 ,9 I 6,638 r9t,916,638

94,697 ,39O ( 10,476,354)

0

0

-9

_q

0

n

1 63.807.949

191,916,638

d) Strolegic Groin

Reserve Prooromme - New Accounl

Eolonce BIF on I l7l2Oo5 I ,672'57 | '2OL

2OOSl2006 expenses:-

Direcl costs 29,853,590

Sloroge Chorges 187.752'369

Sub -Tolol 1.890.177.] 65

Tolol (o+b+c+d) 5,080.225.417

e) Less' Net soles proceeds from sole of returned gunny bogs

Deducl' Provision lor bod ond doubtlul Debls

Nel Amounl outslonding os ol 30lh June

0

'I 9l.916,638

0

U

0

0

0

0

0

0

a

0

0

I
_9

I9l.916.638 I I r.9,l6,638

1,577,873,816

' 22t,761 ,OtO

u

1 .799.634.826

4.273.282.830

-191.907 ,420

187 .7 52,369

90.542.339

806,942.590

\,546,122

t,358,462,365

324,585, I 95

1 .672.571.206

1 ,965,789,722

12,338,467

805,396,468

232.563. r 95

572.833.273

1,953,45 1,255

232.563, I 95

1.720.888.060
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STO FINAN AT S-3OT NE2
(Continued)

L

r0 CASH AT BANK AND IN HA ND

The omount of Kshs 822,604,088 represent

Boord's Cosh Offices of Heod Office ond
s bonk bolonces ond cosh-in-hond held in the
Depot/Silos os of 3Oth June 2006.

ilc APITAL FUND

Bolonce corried forword ot
Yeor end

30rn June 2006
Amoun t tKShsl

30th June 2005
Amount (KShs)

aloalAul2 6 304 142 172

12 REVALUATION OF FIXED ASSETS

12.1 Voluers ond Dote of voluotion

Lond, Buildings, Plont ond Mochinery ond Equipment were revolued during the yeor

under review on the bosis of existing use by Tyson ond Crystol Voluers Limited' The new

volues were incorporoted into the Boord's Asset Register ond books of Accounts os ot

I't July 2005.

12.2 MethodologY ond ossumPtions:

12.2.1 MeihodologY
Three methods of voluotion methods were used nomely, soles comporlson Approoch'

lncome copitolizotion Approoch ond cost Approoch os follows:-

of ossetsCoteMethod used
- Residentiol properties in mojor urbon ce
- All Lond
- Re-development sltes

nfres

rties in mo or centres- lndustriol

i Soles ComPorison APProoch

-Groin Silos.

-Stores / Worehouses
-All other buildin rn rurol or remote oreos

2 Cost'Approoch

- Office Block in mojor urbon centres
- lndustriol properties in mojor urbon centres

- Residentiol o erties ln mo or urbon

lncome CoPitolizotion
Approoch.

3
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NOTES TO THE FINANCIAL ST ATEMENTS - 3OTH J UNE 2006
(Continued')

12.2.2 Assumptions

The voluotion wos subject to the following speciol condition ond ossumptions.-

(l) All un-surveyed lond will be surveyed ond ocreoge will remoin the some os thot

indicoted in lhe rePort

(ii) All unregistered lond will be registered ond given freehold interest on long term leoses of

45 yeors ond obove

(iiii) Expired leosehold tifles will be renewed io oi leosl o further lerm of of leost 45 yeors.

(iv) Short-ierm leosehold titles will be exlended lo of leosl o further term of 45 yeors.

(v) Properties wiih letters of ollotment will be registered under NCPB'

(Vl) All encumbronces will be cleored in fovour of NCPB'

12.2 RevoluotionSurPlus

The Incorporotion of the new volues of ossets resulted to o nei revoluotion goin of Kshs'

6,ggg,g?g,g 67 ond together with brought f om,'ord bolonce increosed revoluolion reserve

io Kshs 9,589,422,7 93 os shown below: -

Revoluotion
Goin/
ILossJAssel Coteoorv New Voluotion

Kshs

l. Lond ?44,682,000

2. Roilwoy siding, Fences & 421,882,490

Roods
3. Buildings ond Groin silos 9,524,252,006
4. Motor Vehictes 26,201,000

5. Fittings, Furniture ond 381.681,098

Equipment
TOTAL 11,298,698'594
Add: Brought Forword Bolonce
Bolonce Corried Forword

old
Voluoiion

Kshs

388,574,600
257,088,978

3,737,823,777
4,262,203

20.95 0 069

4,408, 99 627

Kshs

556,.l 07,400
164,793,512

5,786,428,229
21p38,797

360,731,029

6,889,998,9 67

2,69?,423,826
9.589.422.793
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NATIONAL CERE,ALS AND PRODUCE BOARD

NOTES TO THE FINANCIAL S TATEMENTS - 3OTH JUNE 2006

onlinued

t3 REVENUE R ESERVE AC COUNT

The Boord recorded o Net Operoting Loss of Kshs. 558,685, 272 doring ihe yeor under

review on its commerciol octiviiies. The loss together with the prior yeor odjustment

hove been tronsferred to the Revenue Reserves Account thereby eroding the un-

opproprioted retoined surpluses furiher to o negotive position, with o debit bolonce of

Kshs. 4,64g,62g,533 0s reflected in the Bolonce Sheet. The odverse troding results is portly

ottributed to increosed depreciotion chorge orising from revoluotion of the Boord's

property, plont ond equipment os well os low troding volumes during the yeor under

review.

14 BANK OVERD RAFT AND SHORT RM LOAN

The Board has a standby overdraft facility of KShs.500 million with the Kenya Commercial Bank

Limited to supplement working capital and an addltional short-term loan of KShs. 900 million.

The balances as at 30th June 2006 were as follows: -

30.06 .2006 30.06 .2005

Heod Office Moin Account
Short Term Loon

t5 CREDITORS AN D PROVISIONS

Trode creditors
Creditors -Owings to Formers/Suppliers
Creditors - Stoff

Sundry Creditors ond Provisions

Kshs

505.233,183
362,627,269
ail-Eof-asz

Kshs
414,431 ,904

q

4taa31j94

30.06.2006
Kshs.

7 57 ,614,37 4

45,977,203
3,418,054

490.87 1 )90

30.05.2005
Kshs.

80,515,668
1,004,701,614

3,445,219

299 098 337

1291-8A9jA l-382J60.839

15 GOVERNMENT MARKEI INTERVENTION MEASURE IN PURCHASING AND DISPOSAL OF

PLUS M NCPB - 997

The bolonce in this occount relotes to 1994195 moize inierven tion ond subsequent

moize exports tronsoctions in .l995196 ond 1996197. As ol the Bolonce Sheet dote there

wos still o retoined surplus of Kshs 174,063,028.00 to be offset ogoinst other GOK debts still

under review os shown below:- 
30.06.2006 30.06.2005

Kshs. Kshs.

Bolonce due to GOK os ot yeor end 114dbjrt2l ll-4Lb3-0b
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NATIONAL CEREALS AND PRODUCE BOARD

NOTES TO THE FINANCIA L STATEME NTS .3OTH JU E 2006
(Continued)

ACCO ACC

17.1 Ooerotin o Results

Prior to liberolizotion in groin morketirrg in December
cereols from overseos under eilher Food Aid or Lo

Government of Kenyo. A formol Agency Agreement lh
on lSth Jonuory l99O between the GOK ond the Boord

ond conditions os well os lhe occouniobility procedur

30.06.2005
Kshs.

.l993 the Boord used to receive
on Progroms on beholf of the
of is still in force wos entered into
. The ogreement stiPuloles terms
es to be observed bY the Boord

30.06.2005
Kshs.

for these commodities. An Agency Commission of 8% of soles volue is chorged to meet

the Boord's monogement ond overheod costs. The bolonce held on beholf of the

Government os oi 3Oth June 2006 remoined lhe some os in previous yeor.

Bolonce due to the
Government oi yeor end 143-r95X39 _143-l_95X39

IB TAXATION

NCpB is o toxoble orgonizotion ond lncome Tox Returns hove been filed with the

Commissioner of lncome Tox up to 'lhe yeor of income encled 3Oth June 2006, which

reflected o cumulotive toxoble losses omounting to KShs 7,553,043,849'00

I9 CONTINGENCIES

l9.l ContinqenlLiobilities

The Boord hod conlingent liobilities omounting lo KShs. 70.97 Million os crt 30th June 2006

due to pending disputes wiih suppliers of goods ond services together with other

individuols who hove filed court coses ogcrinst the Boord for vorious reosons.

19.2 Continqe nl Assels

The Boord wos directed by the Government in 2OO1l2OO2 FY to exporl moize ond o loss

of KShs. 2.20 billion wos reolized becouse it wos executed of below cost. The cloim for

compensolon hos since been lodged with the Government bul the compensotion is

yet to be receivecl.

20. BANK GUARANTEES

As oi 3Orn June 2006 the Boord hod Bonk guorontees omounting to Kshs 9,854,3.l9.30 ot

Kenyo Commerciol Bonk
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NATIONAL CEREALS AND PRODUCE BOARD

NOTES TO THE FINAN CIAL ST ATEMENTS - 3OTH J UNE 2006
(Continued)

2l sTAFF ESTABLISHMENT

The stoff esioblishmeni os of 30ttt June 2006 wos 882 employees

22 CURRENCY

The finonciol siotements ore presented in Kenyo Shillings (KShs)

RETIREMENT BEN EFITS OBLIGATIONS

The Boord operotes o defined Provident Fund Scheme for oll its permonent employees.

The Boord's contributions ore chorged to the Profii ond loss Account in the period in

which it relotes. The ossets of the scheme ore held in o seporote trustee odministered

fund, which is funded from contributions from both the Boord ond the employees'

23
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NATIOI.IAL CEREALS AND PRODUCE BOARD

NOTES TO THE TINANCIAL STATEMENTS . 3OTH JUNE 2006

(Continued)

25. OTHER INCOME

Other rncome relote to revenue eorned from provision of services ond Ieosing out

of Boord,s properties io lhird porties, ogency remunerolion from undertoktng GOK

sociol functlons ond other miscelloneous income derived from sundry items, ond the

summory deloils ore os follows:-

ACTUAL AS AT

3OTH JUNE 2006

Kshs

15,123,309

4,721,419

3OTH JUNE 2OO5

Kshs.
1o; Revenue from Services/focililies

Weigh Bridge chorges

Bogging ond hondling chorges

Cleoning chorges
Renlol chorges

Drying ond Fumigotion

(b) Aqencv Services
GUK AgenCy remunerollon

AgencY commission from inPuls

Sub - lotol (o+b)

tct Sundry lncome

Receipls for Privole Telephone Colls

lnsuronce ComPensotion

Sole ol Tender documents

Sole of Obsolele Moteriol

Other Miscelloneous lncome

Other fees ond chorges

Goini (Loss) on d'sposol of fixed ossets

(d) lnvestmenl income

lnteresi eorned on Short term

lnvestmenls (FDR'S)

lnlerest/penolties chorged on loons lo

f ormer Associoted ComPonies
Less: Withholding lox

Totol other lncome Per

Profil & Loss A/C

q

592.240.055

U

98,569,452

35.198,305

154,612,485

43/,6',2/,5/t)

50,037

1,285,954

I ,071 ,500

2,282,260

25,147 ,57 5

2,390,883

U

32,228.20;

5,551 ,601

| 63,484

a

5,715,084

11,852,897

4,67 6,29 6

0

98,692,67 5

82,07 4.718

197 .29 6.5t36

5Jl,/ll,lzJ

7,420,601

736.428,310

135,47 4

420,436

I ,451 ,000

2,784,930

3,7 58,710

2,333,663

a

10.884.213

6,437 ,897

785,877

0

7,223,774

d30-183149 7s4.5it29f.
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NATIQNAT CEREALS AI'ID PRODUCE EOARD

NOIES TO IHE FItTANCIAI STAIEMENTS . 30lrl JUNE 2006

(Conhnued)

OPERAIING AND ADMINIsTRATION EXPEI.ISEs

FOR THE YEAR ENDED 3OIH JUNE 2OO6

26 EXPENDITURE DETA II.5 ACTUAT A5 AT

30TH JUr.lE 2006

Kshs

DIRECT COSTS

lmporl Cosls

Hlred rood & rorl lron5porl

STAtr COSTS

Solories ond woges
Boord's conlribuhons lo

Providenl Fund ond Sloff

sovrngs schemes

Boord's con,nbulion lo
Nononol )octol 5ecunly Fund

Medicol expenses

Leove poy ond groluilies

Welfore ond lrornrng

GENERAL ADMINIS]RATION

Boord Members Allowonces

Advsdl511g

Conservoncy, lighl ond woler

Consumoble slores

Enlerlornmenl

Generol expenses

lnsuronce

Lond renls & roles ond siding chorges

Mornlenonce of mochinery, lurnilure
ond equipmenl

Moinlenonce ot buildings, fences. goles,

roods ond roihaoy sidings

Posloge, lelegrom & lelephone

Prinling ond slotionery
Securily expenses

Subscnplions & Nofoko Newsleller

Unilorms ond prolechve clolhrng

Oonolon5

GENERAT OPERATING EXPENSES

Fumrgolion expenses

Grorn dryers operolrng cosls

Commodrlily hondling cosls

Hired konsporl( Non-commodities)

Shows ond exhibilions

Trovelling ond subsrslence

Vehicle running cosls

Milling Cosls

PROTESSIONAT EXPENSES

Audtl fees

Legol ond olher prolesiionol fees

0

88,537.4d5

88.537.465

366.158.415

47,?t7,BD9

't.t26,lw

24,253.091

12,t28.9?7

) 0.816.883

463.431.396

2.329,705

3.657,678

28,910,99 4

800. r 65

27 ,161

0

t?.402.161

I 0,097, I 63

23,709,869

18.556.171

1L377,398

9.219 .395

55, I r 4.255

790,678

1.018,230

1 63.280

1 86.234.906

| 1 ,582,129

22.7?0,598

2.7 40,303

203,126

3,099.9 46

23. I 65,593

I 9,878,360

5,565.68 I

2.500.000

I 5.861.808

I 08.390.844

3OTH JUI.IE 2OO5

Kshs

734,0t9

44.986.283

45.720.303

343.429,25t

4?,699.796

2. r 66,UW

23,005,332

18,24t.417

t2.499.378

442.031 .?7 4

4.560,A6 l

2.558,646

25,353,252

549,862

45,880

0

25.402,08 I

10.408.221

20,985,22l.

I r,803,56 l

I 3,0 t 4.275

6,664.552

5?,6e4,179

383.675

I 1,017

I 49.840

181 .57 5.124

I 4,81 I .046

3t,477 ,030

1,805,644

83.31 4

3,303,024

I 8.435.490

I4,078.82i

3. I 70,002

2.500,000

2.?37.532

91.902.01 2
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NATIONAL CEREAIS AND PRODUCE BOARD

NOTES TO THE FINANCIAL STATEMENTS . 3OTH JUNE 2006

{Continued)

OPERATING AND ADMINISTRATION EXPENSES

FOR THE YEAR EN D 3OTH JUN E 2006

PROVISIONS

Depreciotion chorges

Provislon for bod ond doubtful debts

Provision for obsolete stocks

TOTAL EXPENDITURE BEFORE FINANCE COSTS

Bonk chorges

Bonk overdroft ond loon interest

TOTAL OPERATI NG EXPENDITURE

EXIRA-ORDINARY ITEM OF EXFENSE

Eorly retirement sloff cosls

TOTAL EXPENDITURE (DIRECT AND INDIRECT)

1.362.49),a17 1.1?5.4E1,113

0

1.362A2J-Blf. I .195.481 .'l 13

3OTH JUNE 2OO5

Kshs.

3OTH JUNE 2OO5

Kshs.

226,882,657

147,648,325

2,282,237

376.813.2'.I?

1,138,042.632

12',300,87 6

45, I 37,605

57.4s8.480

414,678,562

10,000,000

a
424,678,562

1.271,273,173

43,51 5,070

47 .703,57 4

i1.218,644

a

\aII
lt;
:

I

IlI
I
l
I
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NATIONAL CERE}LS AND PRODUCE BOARD

RATro ANAl,Ysrs 2001/2002 - 2005/2005

2oo7 / 2002

LIQUIDITY RATIOS

2co2/20c3 2oc)3/?oo4 ?oo4 /?oo5 2005i2006

a)

b)

Current Ratto

Acrd Test

2. CAPITAL STRUCTURE RATIOS

a) Rato of Debt Total Assets

b) Gearing Ratro

3. ACTIVITY RATIOS

a) Turnover ratto of Sales

Caprtal emPloyed

b) Stock Turnover (DaYS)

4 PROFITABILITY RATIOS

a) Return on caPital

Employed (ROCE)

b) ProfitabrlrtY of Sales

i) Gross Margrn : Sales

rD Net Profit Sales

147.160/o

1',|4 000/o

?5 800/o

0.000/o

31 97Yo

201

-33.65%

-43 32o/o

105 25o/o

140 620/o

129 650k

23.540/o

0.00%

41 07o/o

13 20o/o

2 B1o/o

-32 14o/o

144 7 5%

92 32o/o

19 57o/o

0.00%

I 55o/o

450

-11.45%

21.760/o

-1 33.96%

123 17o/o

112 lBok

30.09%

0 00%

15 95%

263

-5 68%

20.55o/o

-35 60%

1',13 00%

7't 840/o

18 09%

0.00%

9 01o/o

270

-5.06%

16 16%

-56.16%
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NATIONAL CEREALS AND PRODUCE BOARD

SUMMARY OF OPERATING RESULTS

2oo1/2002 TO 2005/2006 FY

SALES TURNOVER

COST OF SALES

GROSS MARGIN

GROSS MARGIN A5 A

PERCENTAGE OF SALES

OTHER INCOME

GROSS MARGIN & OTHER INCOME

TOTAL COSTS BEFORE BAD DEBTS,

DEPRECIATION AND EXTRA

ORDINARY ITEMS

suRPtus/(DEFICXT)
BEFORE BAD DEBTS, DEPRECIATION

AND EXTRA ORDINARY ITEMS

Deprectation Expense

Provrson for bad and doublful debts

Extra-Ordtnary Items:

SURPLUS/(DEFICTT)

200r/2002
KSHS

(16 r?q

483.644.714
(423p34F4/.)

200212003 2003/2004

KSHS KSHS

446,562,218 785,298,985 L,012'605,447

623.884.440 848.982.251
2,092,846,981

(906,679,258) 68J65,5!3 97,t56,75O L6t4!4'545 153',523',195

-43.32o/o 7.81o/o 2I.75o/o 20.55o/o 16.16olo

2,377,298,739
2.308.533.226

405.493.416
474t258,929

349 40q 46R

434.895.935
532,052,685

2004/2005
KSHS

754.536,297
915,950,842

2005/2006
KSHS

610 I e? 'taq

793,806,545

800.77,4 4)1 698.679.080 R?N o(n i ?q ann lAd o2n
I aa) 747 o4a

(L,765,772t412)
408,837,240

13,839,452
74.312.513

l2,tg2J01,5zjA Jlstzzg,tg$ J59ILeU.999l J2J2'539'29il J5f!'!!5'az2)

(326,475,494)
4t0,725,765

21.229.OO2
? ?co Qrn

(166,526,395)
416,342,344

1 5,250,260

95,O00,713
226,882,657
'147,648,325

(5,358,385)
414,678,562
147,648,325
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NATIONAL CEREALS AND PRODUCE BOARD

COMPARATIVE BALANCE SHEETS 2OO1/2002 TO 2OO5/2006

20oLl2002
KSHS

5,460,996,178
t2,256,379

a
5.473.252.557

3.349.890.654

8923,1$'2ll

200212003
KSHS

5,055,383,103
9,298,856

q

5.064.681.959

2.s06.409.731

7,t1J,921's99

200312004
KSHS

4,649,285,324
6,618,580

s
4.655.903.904

2004/2005
KSHS

200s/2006
KSHS

0 0

ASSETS
NON - CURRENT ASSETS

FIXED ASSETS

INV6TMENT
LOANS

CURRENT ASSETS

EQUITY AND UABILTTIES
EQUITY
CAPITAL FUND

REVALUATION RESERVE

ACCUMULATED SURPLUS

CAPITAL FUND

CURRENT UABIUTIES

EQUITY AND LIABILITIES

4,429,751,270
3,222,616

s
4.432.973.886

2.610.518.479

10,92r,242,546
0

0

t0.921.242.546

2.805.693.3261.839.678.259

5,198 592,122 7.o43.4s2.365 L3.726'9i5'8Ll

6,304,142,L72 6,304,142,172 6,304,142,172 6',304',r42',172 6',304',142',r72

2,6ss,423,a26 z,osg,czii,izi z,aggi,qr,,ez-s - .2'6ss'423's26 
e's8e'422'7e3

tiliieiriie,r&) ri,ii+,goslaiir tzita'goz'ssgt (4'o7s's24'444\ (4'64e'628's33\

6.546.727.0g2 r.2ge.0s7585 5'224'603'439 4'924'O4L'554 ll'243'936'.432

2.275.416.119 1.782.434.705 l'270'978'734 2',119',450'811 2482',999',440

EE2;IJ43.Zu 7,5i.l,927,599 9'195,582'LL1 7'933'492'155 r3'726',s3s,a22
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NATIONAL CEREALS AND PRODUCE BOARD

GoKAGENCYoPERATIoNs-GoKFAMINERELIEFPRoGRAMME

BA LANC ESH ET AS AT JU NE2

Fomine Relief Stocks

SGR Stocks

Shortfollin GOK

funding to NCPB

GOK AgencY Accounl

Net SurPlus

Stock Reserve Account

3

30.06.2006

320,502,798

2,902,820,960

805.396.468

4.028720.226

805,396,468

0

30.06.2005

Kshs

1,127,s20,123

3,969,147 ,241

1.953.451 .255

7.050 1 18.61 9

1,953,451,255

0

4

4

3,223.323,758 5, 096,667,364

4.028.720.226 7 0s0'1'18'619
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NATIONAL CEREALS AND PRODU CE BOARD

GOK AGENCY OPERATIONS

NOTES TO THE ACCOUNTS .3OTH JUNE. 2006

I . ACCOUNTING POLICIES

(o) Vqluotion of losino slocks

Closing stocks of moize ond beons hove been volued of cost while the
gunnies hove been volued of net reolizoble volue.

Closing stocks of moize ond beons hove been stofed in terms of stondord
weight of 90 kg bogs.

i)

2

(b) Funds from the Governmenl (Princiool)

Funds from the Principol for undertoking the GOK sociol functions hove been
incorporoted in the Accounts on occruol bosis to recognize it os income in the
some fiscol yeor thot funds were to be provided to the Agent by the Principol for
specific operotions corried out ol the express instruciions of the Principol.

(c) Allocolion of Expenses

Expenses thot ore specificolly ond directly ottributoble to GOK sociol functions
hove been chorged to the relevont Agency function.

GOK AGENCY ACCOUNT

Guidino Reform Policies ond Principles on GOK Sociol Functions

ln conformity with the new Operoting Rules on domestic groin morketing thot were
introduced os port of NCPB commeiciolizotion process, the Government srgned on
Agency Agreement on I ltn Moy 1998 thot requires both the Agent ond the Principol to
eiter into seporote Operotionoi Controcts for eoch specific function crnd to negotiote
ond ogree on rotes for services ond focilities to be provided by the 4gent The Agency
functiohs identified for the purpose of the Agency Agreement ore os follows:-

(i) Procurement, hondling, storoge ond mointenonce of Strotegic Groin
Reserve Stocks of up to 3.0 million X 90 Kg bogs of moize

(ii) Procurement, hondling, storoge, mointenonce ond distribution of GOK
fomine Relief/Emergency stocks of commodities

Monogement ond up-keep of 17 selected depots for use in storoge ond
distribution of GOK fomine relief/emergency progrommes
Undertoking morket intervention meosures os directed by the Government
from time to time

2.1

(iii)

(iv)
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NATIONAL CEREATS AND PRODUCE BOARD
GOK AGENCY OPERATIONS
NOTES TO THE ACCOUNTS - 3OTH JUNE 2006

2.2 Provisions of ncv Aoreemenl

Under the Agency Agreement, the Government (Principol) is required to ovoil funds
upfront to the Agent (NCPB) to meet direct costs ond the ogency fees ond chorges
which ore poyoble on the bosis of pre-costing of octivities to be undertoken,

The rotes opplicoble in 2005/2006 FY for vorious services ond focilities which were
mutuolly ogreed upon on l2tn November 2002 by the two porties were os follows:-

Rote
KShs/Percentoge

o
b
C
d
e
f)

s)

Storoge
Quolity mointenonce
Commission on Purchosing
Commission on releoses
Commerciol on soles
Commission on direct tronsport cost
Commission on commodity hondling

3.20 per bog per month
3.50 per bog per month
85.00 per bog
17.00 per bog
8 % of soles volue
B % of tronsport cost
B % of hondling cost

3. CLOSING STOCKS

3.,l Detoils of quontities ond voluotion of closing stocks under GOK Fomine Relief function
were os follows:

Vo u6

969 207
7r,538,565

,211 ,266

2 708 s30
92 555

0

0

1,1 7,520,123

s

I

Coteqorv/Producl As ol 30.( )6.2006
Boqs Volue KShs Boqs

0 0 57 6,960
GOK Fomine Relief
Moize(90 kq)

I 03.419 ,394 9,992
GOK Fomine Relief
Beons (90 Ko) 30,550

153,7 48 9,577 ,400
.l83,573GOK Fomine Relief

S/hond Gunnies
1,689Green Groms

.l,139
1 ,879,350

1,224 r,058,760 107Millet/Sorqhum
Gorden peas 1,374 3,572,400 0

lmported wheot 128,911 202,390,270 0

2,164 3,605,224 0Pigeon peos

Sub Totol F/Relief Stock 325,502,798

SGR Moize Slocks 1,892,457 2,902,820,960 2,600,4s2 3 969 I
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NATIONAL CEREALS AND PRODU CE BOARD

GOK AG ENCY OPER TIONS

NOTES TO E ACCOUNTS .3OTH JUNE, 2006

3.2 Stock M vemenl

200512006FY 20041200sFY

SGR MAIZE F/RELIEF

MAIZE GIINNIF\
Green
Groms BEANS

MILLETi
SORGHUM

SGR
MAIZE GUNNIES

F/RELIEF

MAIZE BEANS

MILLET/
SORGHUM

(90k9 Bogs (e0kg
Boos) Pieces

(90k9
Boosl

(90k9
Boqsl l90ko Boosl

(90k9
Bogs Pieces

(90k9
Boosl

(90k9
Boqs)

(e0kg
Boqs)

PENING STOCKS 57 6.96C r 83,573 1,58t 9,99i l0i 984,215 141 .7 57 237,91: 4,57 | 7.96C

lronsfer kom SGR

stock to F/Relief Slock
c

577.281
c

(
( C

c

C

3r5,517
C c

Purchoses/Sunendere
c c 1 ?A1 2lq 2l 6.031 00c r r 0.00( 1,121 1.962,354

247.65(
1.482,931 9,60C e

Stocks Avoiloble For
Distribulion/Sole 2.600,45i ) \17 A,AC 399.604 1,689 | 19.991 1,23t 2.946.569 389.41: 2,036,36i 14.171 7.96C

De,cIlct Disoosols.

Releoses/Soles r 25,30t 2.517.45( 245.85e 33( 89,332 rc 14,608 205,84C |.459.403 4,179 2,BSt

lronsfer lo F/Rellel
Slock from SGR Stocks 577,281 c ( C ( 315.517 e c 4,999

Sloroge Loss/(Goin
Adiustmenl 5.406 c __t ( C ( | 5.99i _I C C (

Sub-Tolol 707.99: ) 517 4A( 245,85t 33( 89.332 1( 346.117 205,84C 1,459,403 4.179 7,854

CLOSING STOCKS 1,892,45i ( 153.7 4t r.355 i0.66c 1.211 2,600,452 r83,57: 57 6.96C 9.99i _10i



Slrolegic Groin

Reserve

Eolonce B/F on 1/7 /2}os
2005/2006 expenses:-

Direct costs

Storoge Chorges

Sub - Tolol

Fomine Relief

Bolonce B/F on 1/7 /2005

2OO5/2OO5 expenses:-

Direct costs

Storoge Chorges

Sub - Totol

GOK l7 selecled

Depols for F/Relief

Bolonce B/F on 1/7 /2005

2O05/2006 expenses:-

Direcl costs

Storoge Chorges

5 % Monogement

iub - Totol

Strolegic Groin

Reserve

Bolonce B/F on 1/7l2OOs

2OO5/2006 expenses:-
Direct cosis

Storoge Chorges
Sub - Totol

Tolol (o+b+c+d)

Less: Net soles

7

NATIONAT CEREALS AND PRODUCE BOARD

GOK AGENCY OPERATIONS

NOTES TO THE ACCOUNTS . 3OTH JUNE 2006

Cumulolive

Amounts Due

KShs

163,807 ,949

163,807.949

(74,844,539)

2,641 ,970,816
267,\97.390

2.834.323.667

t9r,9r6,638

1 ,672,571 ,206 1 ,577 ,873,816

5

(Continued)

AMOUNTS OWING ON AGENCY SERVICES

5.1 Composilion

The breokdown of the omounts owing to the Agent os ot 30th June 2006 in relotion lo eoch

Agency operotioncrs well os remittonces received from the Government (OP-R&R) during lhe

yeor ore summorized here below:-

o)

b)

c)

d)

Amounts

Received

KShs

2,473,648,003

0

2.473,648.003

221 ,7 61 ,010

a
1 .799.634.826

4,273,282.830

Net omounts

Oulslonding

KShs

163,807 ,949

163,807.949

(74,844,539)

168,322,812

267.197.390

360,675,664

tl

U

U 0

0

0

_q

0

0

191.916.63819',t .916.638

n

U

n

0

0

0

0

I
a

r9r,9r6,638

94,697,390

-191,907,420

187.752.369

90.542.339

806,942,590

1,546,122

29,853,s90

187 .7 52.369

1 ,890.177 .1 65

s.o80.225.418

e)

Net Amounl oulslonding os ol30th June 2006 805.396.468
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ONAL CEREALS AND PROD UCE BOARD

GO AGENC OPERAT! ONS

NOTES TO THE ACCOUNTS - 3OTH JUNE. 2006

COMMODITY PURCHASES

Purchoses on Aoencv Bosis

-200512006 
FY

QuontitY
(90Kqs

-m[l2oo5 FY

Quontity (90Kgs

Moize F/R I 219 I 931
I 6Beons 110

een Groms 0

Millet or hum 1,127 0

SGR Moize 0 I 962

RELIEF COMMODITI ES DISTRIB rN 2005/ FY

200512006 FY

QuontitY
(90Kss)

200412005 FY

Quontity
(90Kos)

Moize 2,517,460
Beons 89,332 4,179

Green Groms 330 18,066

Millet/Sorohum t0 2,854
Pioeon oeos 9,958 0

S R Moize 125,308 0

During 200512006 FY the Agent (NCPB), ot the, req.uest, o-f t!e_ lrlcipol {Government -
Op-R&R) procured on ogency oo-sis,'ir,e JnOer listed commodities for GoK Fomine

Relief/EmergencY Progrommes :-

7

7.1 Commodilies Distribuled

During 200512006 Fy the Agenl (NCpB) disiributed,on beholf of the Government through

,.q"iiit.. -bioers 
roiruo -r tovoJr-bi vorious beneficiory districts, the under-listed

Commodities under GOK fomine Relief/Emergency Progromme.
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E D o E A

GOKAGENCY OP ATIO NS

N TES THE ACCOU HJU E.2 06

7.2 Quontitv TronsPorted

FY
rzoos rY

Quonti
90

Cost
KShs

Quon
90 S

I 5I2 559

Cost
KShs

305 94 I I 6 35
Moize F

( R

Beons

I 473 ,534 472 022 747
I

2,7 43
6.4617

8,549.50146 461
I 1,3

,606 520
1 ,7 5l ,257

0 6,ee3_ ,423.60572

T

2.801,122
0 0 7

5 1 53 257

For purpose of servicing the principo's requisiiion orders roised during the yeor os well os

pre-positioning .o..Ldities ot 
'lr'e requi,.tO destinoiions' lf^lg"tt moved relief

commodities ond SGR moize by rood tronsport services os summorized berow:-

C ENT LIABILITIESI
A contingent liobility omounting.to KShs 178'533'987'00 contlnu'ep to remoin unsettled

os or 30th .trn"'liioi. 
'i"nig' 

i;*liiy ;;i;1;;.1"^ o oor morket intervention meosure

impremented by the Agent (NCpBi in providing a rio-rr.Li oJfl"t for rocol wheot of pre-

determined buying prices .os d"'rL.isd"'d; iE.. cS".rnrLnt durino 1997198 FY' ln

oddition to the ob-ove contingeriiri.ioiltv t'ng:.is orso on omount oIKShs.2.20 biilion

which orose tro,.n i.,""ii. .^porilosses durihg 2001l2O02FY '




