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NATIONAL CEITEAI,S AND PRODUCE BOARD
ANNUAL REPORT AND ITINANCIAL S:I'ATEMENTS
FOR THE YEAR ENDED -?OTH JUNE 2O2O

I. CORPORATE INFORMATION

Bockground informolion

Notionol Cereols ond Produce Boord wos esloblished by Chopler 338 Act of Porlioment on 8th Augusl 1985.

At cobinel level, the Boord is represenled by the Cobinet Secretory for Agriculture who is responsible for lhe
generol policy ond slrotegic direction of the Boord. NCPB is domiciled in Kenyo ond hos severol bronches
spreod oll over lhe counlry.

Principol Aclivities

The moin octivilies of the Boord ore:-

o) Troding in ogricullurol produce, i.e. moize, wheot, rice. beons, millet, green groms ond sorghum
b) Monogement of the country's Strolegic Groin Reserves (SGR) ond Fomine Relief stocks on Agency

bosis on beholf of the Government of Kenyo.
c) Provision of groin reloted services of storoge, quolity mointenonce ond storoge focililies to third

porties ond,
d) lmportotion ond sole of form inputs.

Vision Slolemenl

A world closs corporolion in ogriculturol commodily trode ond groin monogement

Mission Slolemenl

To trode in quolity groins, ogriculturol products ond reloled services

Volues

To ochieve our Vision ond Mission, lhe following Core Volues ore our guiding principles:

lntegrity
Teom work
Customer Focus

Quolity Service

lnnovolion ond Creolivily

Direclors

The Directors who served the entity during the yeor were os follows:

I

a

a

a

a

a

I. Muteo lringo, CBS
2. Mr. Joseph Muno Kimote
3. Eunice Wonjiru Komou Koronjo
4. Dovid Wofulo Wekeso Lozoro
5. Amb. Dovid M. Mului
6. Ms. Jone Worogo
7. Mr. Philip Torus
8. Mr. Froncis Musyimi

- Choirmon (Appointed on 8tt'April 2018)
- Monoging Direclor (Appointed on24n June 20l9)
- Member (Appointed I4m December 2018)
- Member (Appointed Stn June 2018)
- Member (Appointed 3'a Moy 2019)
- Member (Appointed 3'o Moy 2019)
- Member (Rep. Devolution & ASAL's)(Appoinled l2tt Oct 2018)
- Alternole Director to the Permonent Secretory

Nolionol Treosury (Appointed 25m Nov. 2018)
-Member (Rep. Rep. MOALF&I) (Appointed 2nd July 2019l.

J

9. Mr. Bodu Kotelo
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Corporole Heodquorlers

Nyumbo yo Nofoko
Mochokos Rood
P.O. Box 30586
Noirobi, Kenyo

Corporole Conlocls

Telephone: 25 4 (2Ol 536028 / 5 5 5288
E-moil: md@ncpb.co.ke
Website: ncpb.co.ke

Corporole Bonkers

tl

Kenyo Commerciol Eonk
P.O. Box 48400
NAIROBI

lndependenl Audilors

Auditor Generol
Kenyo Notionol Audit Office
Anniversory Towers, Universily Woy
P.O. Box 30084
GOP 00r00
Noirobi, Kenyo

Principol Legol Advisers

The Altorney Generol
Stote Low Office
Horombee Avenue
P.O. Box 40112
City Squore 00200
Noirobi, Kenyo

2. Coog>erolive Bonk of Kenyo
P.O.Box 48231
NAIROBI

2. Advocoles
Vorious

A list is ovoiloble ot the Boord

3. Consolidoied Bonk
Koinonge Slreel
NAIROBI



NATIONAL CEREALS AND PR(JDUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTII JI,INE 2O2O

II. THE BOARD OF DIRECTORS

Muleo lringo, Cholrmon, OGW, tBS, CBS, NDC (K)

' Born in 1961. Hos over 25 yecrs'experience in public service hoving
sioded his coreer os on Assisiont Secrelory in the Ministry of Locol
Governmenl, loter lo lhe Office of lhe Presidenl os o District Officer,
where he rose to become o Senior Dislrict Commissioner ond loter
pronroled lo secrelory in chorgc of inlernol securily.

He served os Permonent Secretory in the Ministry of Slote for Provinciol
Adminislrotion ond loler Principol Secretory, Ministry of lnterior ond
Cocrdinotion of Notionol Goverrrmenl ond lnternol Securiiy ond finolly
PrincipolSecretory Ministry of Sioie for Defence.

Holds o Mosler's Degree in lnternotionol Studies ond o Bochelor's '

Degree in Politicol Science fronr the Universily of Noirobi. He is olso on
olumni of Nolionol Defence College (NDC) where he sludied policy
ond stroiegy formulolion. He hos lroined in monogemenl ond security
in Kenyo School of Governmeni ond lnternotionolly in USA ond lsroel.

MANAGING DIRECTOR, MR. JOSEPH MUNA KIMOTE

Mr. Kimote holds o Mosler of Business Adminislrotion (MBA) from Moi
Universiiy ond o Bochelor of Arts degree in Economics from The
University of Noirobi. Before joining lhe Boord, Mr. Kimole wos lhe
Generol Monoger ot the Notionol Sociol Security Fund (NSSF). He hos
held severol other leodership posilions including Direclor - lnstitulionol
Plonning ond Developmenl. United Stotes lnternotionol o University; :

Projecl Monoger - USAID/EPC Trode Development Progromme, ond o
, Senior Consultont of Deloitte & Touche. Joseph is o Full member of the

lnstitule of Directors of Kenyo, Kenyo lnstitule of Monogement ond
I lnstitule of Humon Resource Monogemenl. He is olso o member of the

Boord of Directors of Bomburi Cement Limited. He hos olso previously
served os o Boord Member Noiionol Bonk of Kenyo Limited, AIC Kijobe

, Cure lnternolionol Hospitol ond Precious Blood Secondory School,
Riruto. He hos undergone exlensive lroinings in Advonced Leodership

' ond Corporole Governonce locolly ond internolionolly.

Eu nice Wonjiru Komou Koronjo

Born I972, Holds o mosters in Strotegic monogemenl ond leodership
from St. Poul's Universily ond o Bochelor of commerce degree (Humon
resource Monogement) from Cotholic university of Eoslern Africo. She
hos over l5 yeors working experience. Before joining NCPB she wos o

' direclor ol Woter service ond regulotory Boord ond hos held other key
posilions in vorious inslitutions including UNDP, NSC, KBS, PSC ond
AMREF.

5
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Dovid Wofulo Wekeso Lozoro

Born 
,l96'l, Hon. Dovid wofulc wekeso Lozoro is on immedioie former

member of porlioment Soboii conslituency where he served in vorious

house commiliees including: commiltee on oppoinlments, committee
on Defence ond Foreign relotions, Select committee on Notionol

Governmenl Conslituency Developmenl Fund (NG-CDF) ond

commitlee on house Rules ond procedures. Previously he worked with

Kenyo nolionol Assembly in vorious positions ond deporlmenls. He

holds o diplomo in Archives ond record monogement

.{i, Jgne WoJgSg

Born In 1962. Hotds o Al;hefo,. of nris Oegree (Sociol Work) from the

University of Noirobi ond o Diplomo in counseling from Kenyotlo

universiiy. Before joining NCPB she wos o Director of Embu woler ond

Sonitotion Compony. Hos over 30 yeors working experience

She hos worked in vorious copocilies of Plon lnternolionol'

AMB. Dovid MutemiMului, MBS

Born in 1956 Holds Mosler of Arts in lnternolionol conflici Monogement
(MAtcM) from the University of Noirobi ond Bochelor of Arts (BA) Public

Administrotion ond Politicol Science, University of Noirobi. A member

of the Kenyo Associoiion for Public Adminisirolion ond Monogemenl
(KAPAM). He hos 30 yeors' work experience in public odminisirotion

ond diplomocy. Before joining NCPB he wos o Director of Beodo

Millers Ltd. Nokuru. He hos held other key positions in vorious ministries

including Minislry of Foreign Affoirs ond lniernolionol Trode, Minislry of

Juslice. Notionol cohesion ond constitutionol Affoirs, Ministry of

Development Coordinotion. He hos olso held vorious positions in ihe

public odminislrotion in different counlies including wojir counly,
'gomet 

county, Boringo counly, Nokuru county ond Kisumu county.

philip Torus, Boord Member (Allernote to PS, Stole Deporlmenl of

Speciol Progrommes)

Mr. Froncis Musyimi, Boord Member Representing lhe Notionol

Treosury.

Dr. Slephen lkikii. Treosury oppointed on 23/O4/2020
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III. LEADERSHIP MANAGEMENT TEAM

MR. JOSEPH MUNA KIMOTE, MBS. Monoging Direclor (Appointed 24tt' June 20I9)

Somuel Korogo Ndung'u , Generol Monoger, Finonce ond Accounling

Mr. Ndung'u is o holder of o Moster's degree in Business Monogemenl (Finonce)
from the University of Noirobi, ond o Bcom groduote of Mongolore University. lndio.
He hos o weolth of experience in finonciol monogement ond occountoncy goined
from serving both in public ond privote sectors. He hos worked os on Audil Senior ot
WIA Eost Africo ond with the Nyeri Woler ond Seweroge Compony os heod of
lnternol Audit ond os Heod of Finonce ond Adminislrotion; o position he held unlil
Jonuory 2018. He olso worked for Civicon Limited, o leoding construclion Compony
os the Chief Accountonl. Mr. Ndung'u is o Certified Public Accounlonl of Kenyo, o

ber of the lnslitule of Certified Public Accounlonts (ICPAK), o Certified Public Secrelory ond o
ber of the lnstitute of Certified Public Secretories of Kenyo (ICPSK)

John M. Motiri, GenerolMonoger Morketlng ond Operotion

John M. Motiri holds bolh o Moster's in Business Administrolion ond o Bochelor of
Commerce degree from Kenyotto Universily. He hos more lhon 25 yeors'
experience in the ogricullure sector where he storted off os on Agriculturol Officer
ond rose to become on Assistonl director in the Ministry of Agricullure, Livestock,
Fisheries ond lrrigolion. He loter worked in lhe Counly Governmenls of lsiolo ond
Nyeri os the County Direclor of Agricullure ond os Director of Trode ond lnvesiment
respectively. He hos olso served os o port time lecturer in customer core ond
strotegic plonning ot lhe Kenyo lnstitute of Administrotion (KlA) ond Kenyo School
of Government (KSG). Mr. Moiiri is o full member of the Chortered lnslitule of

Morketing (ClM), UK; Morkeling Society of Kenyo (MSK) ond Kenyo Society of Agriculturol Professionols
(KESAP), ond hos won owords for outstonding performonces in crop production from F.A.O ond Kenyo
Notionol World Food Commiltee

me
me

m
m
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Mr. Kimote holds o Moster of Business Administrolion (MBA) from Moi University ond
q Bochelor of Arts degree in Economics from The University of Noirobi. Before
joining lhe Boord, Mr. Kimote wos the Generol Monoger ol the Notionol Sociol

Securily Fund (NSSF). He hos held severol other leodership positions including
Direclor - lnstitutionol Plonning qnd Developmenl, United Stoles lnternotionol o
University; Project Monoger - USAID/EPC Trode Development Progromme, ond o
Senior Consultont of Deloilte & Touche. Joseph is o Full member of the lnslitute of

Directors of Kenyo, Kenyo lnstilute of Monogement ond lnslitute of Humon Resource Monogement. He is

olso o member of lhe Boord of Directors of Bomburi Cement Limited. He hos olso previously served os o

Boord Member Notionol Bonk of Kenyo Limited, AIC Kijobe Cure lnlernotionol Hospilol ond Precious Blood

Secondory School, Rirulo. He hos undergone extensive lroinings in Advonced Leodership ond Corporote

Governonce Locolly ond lnlernotionolly.
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1John K. Ngelich, Corporole Secretory &Heod of legolservice

Joined ihe Boord's Legol Deportment in 'l999 ofter previously working
for Hilion lnvestments (K) Limited. A Quolified odvocote, he holds o
Bochelor of Lows ond BA (Politicol Science) degrees os well os o Post-
groduote Diplomo in Low. He responsible for overoll Overseeing ond
undertoking oll legol ospects of lhe Boord's Business ond secretoriol
services.

.i ..-:. : .:"'{&'
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

Senior Mo Teom

lD

No NAME TITTE

Joseph Muno Kimote Monoqing Direclor
2 Somuel Korooo Nduno'u Generol Monooer, Finonce ond Accountino
J John M. Motiri Generol Monoqer Morketing ond Operoiion
4 John K. Noetich Corporolion Secrelory& Heod of leool services
5 Nooh K. Koskei Corporote Plonning Monoqer
6 Bernord K. Yeoon Monoger, Risk ond Complionce
7 Evons S. Wosike Monooer Humon Resource ond Adminislrolion
8 Nelson Woswo Sowenio Procuremenl Monoqer
9 Ambrose Nioroqe Mutuo Ag. lnternol Audit Monoqer
10 Jones M. Konyoo Monooer Worehousino ond Looistics
II Aziz Muso Noore Aq. lnformotion & Communicolions Technoloqy Monooer
12 Ernest M. Ooworo Monoqer, Monilorinq ond Evoluolion
r3 John M. Gichuru Ag. Finonce Monoger
l4 Muoko Mwonoo Ao. Technicol Monooer
l5 Michoel Koronio Woinoino Securily Monoger
l6 Erostus K. Sumoili Aq. Chief Accountonl
t7 Gideon Muthuri Morketing Monoger

9



NATIONAL CEREALS AND PRODUCE BOART)

ANNUAL REPORT AND F]NANCIAL STATEMI]NTS
FOR TI-IE YEAR ENDED 3OTI' JUNE 2O2O

IV. CHAIRMAN'S STATEMENT

Overview of Economic Review

Kenyo's economy hos been lrit hord lhrough supply ond demond shocks on externol ond domeslic

fronis, interrupting its recent brood-bosed growth poth.This is not only becouse of the COVID-I9
(coronovirus) pondemic, but olso becouse of lhe locusl ollock which storled eorly 2O2O offecling mony
porls of Kenyo especiotly the North Eost. Therefore, the food security ond growlh of ihe ogriculture

sector in the country hos been odversely impocted in o greot monner.

Kenyo's reol gross domestic producl (GDP) growth is projecled to decelerote from on onnuol overoge

of S.t% (2015-2019) to 1 .5%in2O2O, occording to the World Bonk's Kenyo Economic Updote (KEU).

However, if tokes longer thon expecled lo bring the COVID-19 pondemic under conlrol, GDP could
controct by 1 !%in 2020, ond see o deloy in the projected recovery lo 5.27" growlh in 2021 . The

downside risks include o protrocled globol recession undermining Kenyo's exporl, iourism ond
remittonce inflows, furlher tightening of COVID-19 heolih response meosures thol disrupt the domeslic

economic octivily, fiscol slippoges ond weolher-reloled shocks.

The COVID-19 (coronovirus) globol pondemic will hove o lorge negotive impoct on the Kenyon

economy. Even before being offected by the novel coronovirus, Kenyo's economy hod deceleroled.
The World Bonk estimotes thot GDP growth in 2019 wos oboul 5.6 percenl, down from 6.3 percenl in

20lg. The COVID-'l9 (coronovirus) shock is expected to further reduce growth in 2o2o with lorge impocts

on services (tronsporl, reloil trode, tourism, events, leisure, etc.), induslry (monufocturing ond

construction), ond ogricullure.
World Bonk supporl to Kenyo's pondemic response includes emergency funding to slrengthen medicol

services ond reduce lhe spreod of ihe virus, os well os budgel support to help close the fiscol finoncing

gop while supporling reforms thot help odvonce the government's inclusive growlh ogendo.
ln oddition to oligning the counlry's long-lerm developmenl ogendo to vision 2030. the Presidenl

oullined the "Big nour" development priority oreos for his finol lerm os Presidenl

prioritizing monufocturing, universol heolthcore, offordoble housing ond food security.

Agricullure Subseclor Review

The lgrn Kenyo Economic Updole, Unbundling the Slock in Privote lnvestment, soys ogricullure is o mojor

driver of growth for the Kenyon economy ond is lhe dominont source of employment. The report noles

ihe ogriculture sector contribuled on overoge 33% of gross domestic product (GDP), with ot leost 56% of

lhe tolol lobor force employed in ogriculture in 2019. Agriculture is olso responsible for most of the

country's exporls, occounling forup lo 65% of merchondise exports in 2019. As such, the sectoris centrol

to the government's Big + ievelopment ogendo, where ogricullure oims lo ottoin 100% food ond

nutritionolsecurity for oll Kenyonsby 2022.

Finonciol Highlights

During the period, NCpB posted o nel loss from its core operotions omounling to Kshs.l.09 billion os

compored to o loss of Kshs. 717 million posted in 2018/2019 FY

Key Activilies

Moize Siluotion

During the firsl quorter of lhe yeor, the country experienced food supply deficit ond the Government

wos [ut under pressure to ollow importotion of moize under the Food Subsidy Progromme to cushion

consumers. However, the Governmenl did not ollow importotion bul insleod releosed sFR moize 1o

opproved millers ol subsidized price so os lo cortloin moize flour price which were rising by ihe doy. The

Government outhorized sole of 3.9 million x 90 Kg bogs to be sold to millers bollr for Animol feeds ond

humon consumPlion

,l
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Ferlilizers Distribulion

During lhe yeor NCPB did not purchose its own fertilizer due to liquidily constroints ossocioted with non-
setllemenl of PlFs loons owed to KCB bonk. The inodequocy of funds wos olso contributed by foilure of
GOK to poy NCPB lhe subsidy component. However, NCPB hondled ossorted fertilizers on ogency bosis
with vorious suppliers.

Wheol Hondling

NCPB porlicipoled in the wheot subsector by offering storoge ond cleoning focilities lo millers os well os
formers.

Slrolegic Focus

The vitol role ployed by NCPB in ensuring nolionol food security ond generol stobilizolion in supply is

underscored during times of shortoge or surplus when il becomes necessory to releose moize lo the
morkel lo prolect lhe consumer or mop up surplus groin to cushion eminent exploitotion of lhe formers.
More importontly, distribution of ferlilizers ensures occess to quolity inpuls ocross the enlire country wilh
the oim of boosting production for Nolionol Food self-sufficiency.

To omeliorote this conflict, the Governmenl of Kenyo lhrough MOALF commissioned o restrucluring study
ihol hos so for led lo the estoblishmenl of Strotegic Food Reserve Oversighl Boord. lt is expected thol
other recommendolions of lhe sludy will be implemented thot will go o long woy in enhoncing
orgonisotionol ef f ectiveness

The key recommendolions of the sludy conducled by Ernest ond Young consulting firm ore os

summorised below: -

o) Estoblishment of on independenl Grqin Regulolor to regulole lhe groin indusiry in the couniry
b) Seporotion of the Sociol ond Commerciol roles lo enoble NCPB ploy it rightful role in liberolized ond

competitive groin morkel through estoblishing o Nolionol Food Securily Agency.
c) Restrucluring lhe cunent NCPB inlo Groin Corporolion ol Kenyo lhot will deol with lhe commerciol

octivilies including becoming o mojor Nolionol Worehousing institution lo support on-going morkel
reforms.

d) Exponsion of the Worehouse Receipling System (WRS)

e) Estoblishment of q Commodlly Exchonge (COMEX) lhot encomposses oll ogriculturol commodities in
lhe region.

f) Preporing odequote Legol ond Regulotory Fromework lo govern ond ossist groin lrode to prosper.

The report wos submitted to the Governmenl ond fudher guidonce on its implementolion ore being
owoited.

ln meontime, NCPB hos commenced internol re-orgonizotion to slrengthen processes thot ore key tore-
invigorole corporote performonce ond effectiveness. This is in line with lhe envisoged NCPB pivolol role
under the governmenl Big 4 Action plon ond more podiculorly Food Security Agendo.

G
Mr. Muleo lringo, CBS
CHAIRMAN

ll



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL S'fATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

V. REPORT OF THE MANAGING DIRECTOR

NCPB monogement continuously scons lhe operoling environmenl so os to inslitule ond odopl
oppropriolely lo emergent foclors. During llre yeor under review, the monogemenl orgonized retreots

lhot reviewed vorious octivilies thol included lhe role of NCPB under lhe Governmenl Big 4 Agendo,
specificolly under Food Securily, revomping revenue generotion, os well os cosl reduction initiotives.
Continuous review of sel short-term, medium- term ond long-lerm gools lo ensure lurnoround lo
profitobility, self-sustoinobilily ond support io governmenl ogendo on Food Security, otloinment of Vision

2030 expectolions os well os gools ond slrotegies sel oul in the NCPB Slrolegic Plon 201512016-

201e/2020.

To posilion NCPB slrotegicolly, oppropriole policies ond strolegies will conlinue lo be put in ploce so os

to horness the goins mode lowords olloinmenl of profitobilily ond consislenlly provide odequole ond
offordoble food ond form inputs lo Kenyons.

Operolions

The yeor under review commenced with on expecled pumper horvest of moize lo the extent thot the
Governmenl pul in siringent meosures to ensure thol moize wos purchosed only from genuine formers. A

moximum of 400 x 90 Kg bogs wos sel for every former. During the yeor under review Cob Memo for
restrucluring of NCPB ond food securily wos opproved by the cobinel poving woy for the formotion of
Nolionol food reserve fund, Notionol troding ogency ond Notionol food bolonce sheet. SFR wos olso

disbonded due to duplicotion of functions with NCPB ond subsequently the functions of SFR were
ironsferred to NCPB

NCPB os Government ogenl continued executing intervention progrommes in monogemenl of SFR

moize os well os distribution of subsidised ferlilizers

During the yeor under review, NCPB continued to be foced wilh serious chollenges in its turnoround

strotegies posting losses from its operotions omounting lo Kshs 1.09 billion os compored to o loss of Kshs

ZIZ mittion posted in2O18l20l9 FY. The gross soles lurnover reduced from2.77 billion in 2018/2019 FY to
Kshs 692 million in2019/2020 FY due to non-porticipolion by lhe Boord in moize ond fertilizer businesses.

This wos compounded by foilure by GOK to poy NCPB the subsidy component on lime ond SFR nol
poying for ogency services rendered. This mode NCPB foil lo repoy the PlFs on moturily ond thereby
incurring huge finonce costs.

However, occumulotion of huge debls by the Governmenl omounting to Kshs.l6.8 billion is odversely

offecting operotions of the Boord. This coupled with weok working copitol meonl lhot NCPB hod to
heovily rely on expensive commerciol bonk bonowings despite the inherent risk of inleresl. As of lhe
close of the yeor NCPB hod bonk obligotions omounling to Kshs.5.9 billion ond Kshs.l.lbillion due to
formers

All through these chollenging limes, the Boord remoined resilient by mointoining o disciplined focus on

lurnoround strotegy. Monogement strenglhened lhe slrolegic intent on conlrolling cost, enhoncemenl
of copocity utilizoiion ond focused on development of volue oddition copocily.

More importontly, NCPB continued lo develop linkoges wilh other lnstilulions lo oddress emergent

chollenges, one being the MOALF lhot hos been pivotol in resolving historicol ogency tox orreors. old

oulstonding debls, os well os consiroinl in the purchose of locol moize os well os subsidised fedilizers

distribution.

During the yeor NCPB received Kshs. l.0l billion from GOK which wos used to poy formers for moize

deliveries in ZOt7l2OlB ond 2O18l2Ol9 FY os well os ogency fees. However, NCPB is slill owoiting releose

of Kshs. I .1 billion to cleor the outstonding debt lo formers f or 2017 /2018 FY moize deliveries.
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On sociol inlerventions, NCPB distributed 131,929 bogs of moize on beholf of ihe MODP for relief
progromme ond offered storoge services for olher foodstuff ond sociol inlervention moleriols.

ISO TRANSITION

The Boord wos cerlified in 2015 ond wos due for re-certificotion os well os lronsilioning to ISO 9001:2015
slondords in 2018 however lhe process hos been deloyed due to finonciol constroinls; consequenlly, the
Boord hos now commenced the process of tronsilion lo the new stondord thol is risk bosed.
lmplementotion of new stondord meons thot the orgonizolion will be oble to identify risks ond
opportunities lhus will be oble to develop oction plons lo oddress them. The Boord hopes to reop from
lhis new perspeclive os il provides on opportunity to reduce risks ossocioted with corrying out its
mondole ond improve service delivery leoding to greoler customer solisfoclion ond ochievemenl of
the orgonizolion's quolily objectives. The ongoing business process re-engineering is one of the oclivilies
being conied out wilh lhe oim of improving efficiency in lhe Boord ond will feed into the revision of the
exisling Quolity Monogement System (OMS).

This process will olso be informed by reviews ond recommendolions mode by vorious Governmenl
Deportmenls on choll encountered during lhe seoson's moize purchose process
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VI. CORPORATE GOVERNANCE STATEMENT

Corporole Governonce is lhe system lhrough which corporolions ore direcied, conlrolled ond operoled
os power is exercised over its ossets ond resources. Nolionol Cereols ond Produce Boord (herein ofter
refened lo os NCPB) considers corporole governonce lo be o criticol issue towords mointenonce of
business integrily ond stokeholders' trust ond is lherefore on inlegrol port of our operotions philosophy.
Our corporole governonce volues ore founded on the Mwongozo lhe code of governonce for slote
corporolions. The Boord is responsible for NCPB's corporote governonce proclices ond os in ploce
mechonisms lo ensure observonce ond report on its complionce stotus on o regulor bosis.

Our high stondords of corporote governonce ore not on exercise in complionce, bul o meons of driving
the performonce of lhe business ond operotions whilst monoging ond mitigoting risk.

Boord Composition

The NCPB is monoged by lhe Boord of Direciors oppointed by the Presideni os provided by the NCPB

Act cop 338. The Boord consists of eleven direclors who ore non-executive except for the Monoging
Direclor who is executive. Nolobly, the Boord is composed of directors with o diverse mix of skills,

experience ond compelencies in lhe relevont fields of experlise ond is well ploced to toke lhe
orgonizotion forword. The Boord Secretory is responsible for monitoring and coordinoling the Boord's
ogendo ond popers.

Appoinlmenls ond tnduclion lo lhe Boord

Directors ore oppointed in occordonce with the NCPB Act Cop 338. On oppointmenl, direclors receive
on induction covering lhe NCPB. As porl of lhis process, the NCPB orgonizes for regulor troining on
corporote governonce os per the colendor of SACC. Directors ore odvised on the legol, regulotory ond
oiher obligotions of o director of o stole corporotion ond updoled on industry ond regulolory
developmenls os lhey loke ploce. All directors olso hove occess lo the Boord Secretory, who is

responsible for ensuring thot the Boord's procedures ore followed ond thot opplicoble lows ond
regulolions ore complied wilh.

Boord's Responsibililies

The Boord of directors is responsible for providing policies ond leodership to NCPB. The Boord's duties

ond responsibilities include: -

- Setting policy guidelines for monogement ond ensuring competenl monogemenl of the business

including lhe seleclion, supervision ond remunerotion of Senior Monogemenl;
- Ensuring thot the business of NCPB is conducted in complionce with relevont lows ond regulotions;

ond
- Moniloring performonce.

Boord ond Slrolegy Meelings

An onnuol plon of scheduled Boord meelings is prepored eoch yeor in odvonce ond provided 1o oll

directors. The full Boord meets of leost four times o yeor (quorterly bosis) ond speciol meeiings moy be

convened when need orises. Guidelines ore in ploce concerning the content, presentotion ond

delivery of Boord Popers for eoch Boord meeting to ensure lhot directors hove odequole informotion

ond sufficient time for oppropriote briefing oheod of eoch meeting. The Boord is in chorge of overoll

slrotegic direction ond opproved business plons which form the bosis of performonce ossessment'

Boord Choirmon ond Monoging Direclor

The roles ond responsibilities for the Choirmon of the Boord ond the Monoging Director ore distinct ond

seporote. The choirmon provides overoll leodership to the Boord in line with principles of collective

responsibility for Boord decisions. The Monoging Director is responsible to lhe Boord ond lokes chorge of
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executive monogement in the course of effective ond efficient running of lhe NCPB on o doyJo-doy
bosis.
The Boord hos delegoled to the Monoging Director outhorily to implement Boord decisions with
ossistonce from Monogemenl leom.

Boord performonce Evoluolion

The Boord is responsible for ensuring lhol on evoluotion of ils performonce ond lhot of il committees ond
individuol directors is conied out eoch yeor. This involves o self-review of the Boord's copocity,
funclionolity ond effecliveness of performonce ogoinsl its sel objectives. Evoluotion enobles directors lo
suggest how Boord procedures moy be improved by ossessing slrengths ond weoknesses ond
oddressing its bolonce of skills, knowledge ond experience. This is done by woy of both the peer ond
self-evoluotions under lhe guidonce from SACCC who ore lhe custodion of the tool.

Direclor's Remunerolion

The Government guidelines on remuneroticn of the direclors provide lhe poyoble omounl. The Direclors
ore nol eligible for pension scheme membcrship or dividends.
i

lnlernol Conlrol ond Audil

The Boord hos collective responsibility for estoblishmenl ond monogement of oppropriote systems of
internol control ond for reviewing lheir effectiveness. The system of internol control in ploce hos defined
procedures wilh operotionol ond finonciol controls to ensure thol ossels ore sofeguorded, finonciol
tronsoctions outhorized ond recorded properly, ond thot moleriol errors ond irregulorities ore either
prevented or delected wilhin o reosonoble period of time.

The Boord reviews effectiveness of internol control syslems in ploce by considering results of work conied
out to oudit ond review NCPB by both internol ond externol oudit providers. lnlernol oudil is corried out
by on independenl lnternol Audit Deporlmenl lhot reports to the Boord Audil Commillee ond provides
confirmotion lhot the NCPB operotions, policies ond procedures os sel by the Boord ore being complied
with. The Boord hos reviewed ihe NCPB system of internol conlrol ond is sotisfied thot the system is

effeclive. However, the Boord recognizes thol ony syslem of inlernol conlrol con provide only
reosonoble ond not obsolute ossuronce ogoinsl moteriol misslotemenl or loss.

Risk Monogemenl ond Complionce

The Boord of Direclors hos overoll responsibilily for the esloblishment ond oversight of NCPB's
monogemenl fromework. The Boord's oudil Committee is responsible for developing ond monitoring
NCPB risk monogement policies esloblished to identify ond onolyse lhe risks foced by the NCPB to set
oppropriote risk limits ond conlrols, ond lo monilor risks ond odherence to limits. NCPB through ils
lroining ond monogement slondords ond procedures oims to develop o disciplined ond construclive
conlrol environmenl. in which oll employees underslond their roles ond obligotions.

The Boord hos olso sel up Risks Complionce Deportment thol evoluoles the NCPB's complionce
fromework, idenlifies ond monitors relevont legislolion opplicoble ond ensures odherence to NCPB's
policies os well os legislotive ond regulotory requirements including chonges orising ond their impoct.

Conflicts of lnleresl

The Boord's policy provides thot Direclors, their immediote fomilies ond componies in which directors
hove inlerests only do business with NCPB of orm's length. Where o motter concerning NCPB moy result
in o conflict of interesl, the director is obliged lo declore the some ond exclude themselves from ony
discussion or vote over the motter in question. Directors olso hove o duly to ovoid situotions of
oppointment lo positions or ocquisition of significont interest in businesses competing with NCPB.
Business tronsoctions wilh directors ond reloted porties ore disclosed in notes lo the finonciol stotements.
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Boord Sub-commitlees

To enhonce the breodlh ond deplh of ochieving Boord responsibilities, the Boord hos delegoled
outhorily to vorious sub-commiltees olthough lhe Boord reloins ultimote collective occounlobility for
performonce ond corporote governonce. Committees of the Boord ore os follows:

I Finonce ond Procurement Oversight
2 Audit Commiliee
3 Operotions, Business Development & Strotegic Plonning

4 Humon Resource & LegolAffoirs

These committees hove formolly delermined terms of reference with defined scope of oulhority, set by
the Boord of Directors which ore from time to time refreshed to synchronize them with new
developments ond government guidelines.

Finonce ond Procuremenl oversighl Commitlee

The Membership of the committee comprises of ol leosl four direclors ond the Monoging Direclor
currently constituled os hereunder: -

t

. Amb. Dovid M. Mutui

. Mr. Joseph Kimole

. Mrs. Eunice Koronjo

. Mr. Froncis Musyimi

. Mr. Bodu Kotelo

. Mr. John K. Ngetich

o Ms. Jone Worogo
. Hon. Dovid W. Wekeso
. Mr. Philip Torus
o Mr. Froncis Musyimi
. Mr. Ambrose Njoroge -

Choirperson
Monoging Director
Member
Member
Member
Secrelory (Corporole secrelory)

The commitlee meets ol leost every quorler. The objective of the committee is to ossist lhe Boord of
Directors in reviewing the finonciol stotements ond overseeing lhe procurement of NCPB. The

commitlee is responsible to review lhe quorterly finonciol stotements ond the performonce conlrocl
implementolion. Also oversee the implementolion of the opproved procurement plon for lhe finonciol
yeor.

Audil qnd Risk Commitlee

The committee comprises of leost five non-executive directors, lhe mojorily of whom sholl be
independent non-executive direclors, currenlly conslituted os hereunder: -

- Choirperson
Member
Member (Rep. Devolution & ASAL's
Member (Rep. Notionol Treosury
Secrelory (lnternol Audit Monoger)

The committee meels every quorter with internol ouditors wilhout monogement being presenl ond moy
ottend on invitolion. Meetings ore normolly ottended by resources from Deporimenis of lnlernol Audil
ond Risk Monogement & ComPlionce.

The objective of this Commiltee is to provide independent oversight of NCPB's finonciol reporting ond
internol control system, ensure checks ond bolonces within the NCPB ore in ploce ond recommend
oppropriote rernediol oclion regulorly ond ensures quolity integrity ond reliobilily of the Bonk's ond its

subsidiories risk monogement. lt olso ossisls lhe Boord of Directors in the dischorge of its duties reloting to
ihe corporote occountobility ond ossocioted risks in lerms of monogement, ossuronce ond repoding.

The lerms of reference of Committee ore ochieved ihrough review ond evoluotion of the finonciol stotus

of the NCPB, review of internol conlrols, consider performonce ond findings of inlernol oudilors ond
recommend oppropriote remediol oction, review monogement reports ond reports form exlernol
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ouditors concerning deviotions ond weoknesses in occounling ond operotionol conirols, coordinote
belween the inlernol oudit funclion ond externol oudilors, monilor the ethicol conduct of lhe inslitution
ond consider the development of ethicol stondords ond requiremenls, including effectiveness of
procedures for hondling ond reporting comploints, review ony reloled porly lronsoctions lhot moy orise

within the induslry sel out lhe nolure, role, responsibilily ond oulhority of the risk monogement ond
independent complionce functions in NCPB ond outline the scope of risk monogement work, monitor
externol developments reloling io the Proctice of corporole occountobility ond lhe reporting of
specificolly ossocioled risks, including emerging ond prospeclive impocl, provide independent ond
objective oversighl ond review of lhe informotion presented by the monogemenl.

Operolions, Business Developmenl & Slrolegic Plonning Commitlee

The Membership of the commiliee comprises of ol leosl four directors ond lhe Monoging Director,
cunenlly constituted os hereunder: -

?

The committee meels of leost every quorler. The objeclive of the committee is to ossist ihe Boord of
Directors in reviewing the operotions, business development ond strolegic plonning of NCPB. The
commillee is responsible lo review the quorterly operotions, business slrotegies, reseorch & plonning ond
implementolion of the strolegic plon.

Humon Resource ond Legol Atfolrs Commitlee

The Membership of the commiltee comprises of of leosl four directors ond lhe Monoging Direclor,
cunenlly conslituted os hereunder: -

. Ms. Eunice Koronjo

. Mr. Joseph Kimote

. Amb. Dovid M. Mului

. Mr. Philip Torus

. Mr. Bodu Kolelo

. Mr. John K. Ngetich

. Hon. Dovid Wofulo Wekeso

. Mr. Joseph Kimote

. Ms. Jone Worogo

. Ms. Eunice Koronjo

. Mr. Philip Torus

. Mr. Bodu Kotelo

. Mr. John K. Ngetich

Choirperson
Monoging Director
Member
Member (Rep. Devolution & ASAL's)
Member (Rep. MOALF&l)
Secrelory (Corporole secretory)

Choirmon
Monoging Direclor
Member
Member
Member (Rep. Devolution & ASAL's)
Member (Rep. MOALF&l)
Secretory (Corporote secrelory)

The committee meels of leosl every quorter. The objective of the commiltee is to ossist the Boord of
Direclors in policy fromework reloting to NCPB Humon Resources ond Legol Affoirs, including policies on
the hiring, firing, remunerotion pockoge promolions, medicol, stoff loons, ond oll olher molters os spelt
out in the stoff policy monuol, troining ond sloff development, stoff welfore, code of conducl ond
performonce index.

Similorly, it is losked with ihe responsibilily of overseeing the legol deportment ond receiving reports on
ihe stotus of olllegol motlers including ongoing court cose mollers.
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Direclors' Atlendonce 2O1 I / 2OZOFY

VII. MANAGEMENT DISCUSSION AND ANALYSIS

l. Esloblishment ol lhe Commodity Exchonge / Worehouse Recelpl System

Estoblishment of WRS ond COMEX is expected to revolutionize the groin lroding in the country. This will

enoble formers 1o deposit their produce during limes of horvesi ond sell when prices improve. The

odvontoge is lhol, the syslem will curtoil exploitolive lendencies exhibited by middlemen ond eose food

supply throughout the yeor.

This will olso oddress lhe need for Governmenl led price inlervention commodiiy morket towords

economic bosed morkets.

The progress is os follows;

(i) The proposed Worehouse Receipt System Bill 2015 which hod been opproved on 3l't August 2016 by
Porliomenl, wos referred to the Senole owing to lhe effecls of lhe bill lhot offecl lhe counly offoirs
which require the Senote to poss oll Acts touching on devolve function. ll hod been scheduled for
deboting ond possing of the Senote however due to lime constroints it wos nol reoched ond
iherefore it is expecled to be brought for deboling ond possing once the Senote is convened.

(ii) The Ministry of industry, Trode ond Cooperotives is currently seeking consultoncy services to support

the esloblishmenl of o Commodities Exchonge. The consullonl is expected to provide lechnicol

ossistonce in estoblishing ond operoiionolizing o commodities exchonge in Kenyo.

ln order to operotionolize lhe WRS, NCPB is in the process of identifying ond upgroding specific sloroge

focilities country-wide olongside other stokeholders which sholl be used for Worehouse Receipting.

No Nomes Designolion Full
Boord

Sub-Commitlees
Finonce
&
Procure
ment
Oversig
ht)

Operotions,
business
Development
& Slrolegic
)lonning

Humon
Resourc
e&
-egol
:ffoirs

Audit

I Muteo lrinoo Choirmon 6 0 0 0 0

2. Amb. Dovid M
Mutui

Member 6 5 0 0 n

3. Mr. Bodu Kotelo Member I 0 1 0

4 Mr. Bernord
Nqulolu

Rep. (lnspeclorole) ( 0 0 0 0

( Hon. Dovid Wofulo Member 6 I 3 7 4

6 Ms. Eunice Koronio Member 6 2 3 7 I

7 Mr. Philip Torus Reo. IMOD & ASAL's) 4 0 0 3 2

8 Mr. Froncis Musvimi Reo. (Treosury) 5 2 0 0 2
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2. e-Commerce

The modern lrode tronsoclions ore now becoming more sophisticoted with odoption of ICT ond mobile
technologies. NCPB hos embroced e-commerce nol only through outomotion of ils ICT plotform thot is

copoble of linking oll the I lO depots countrywide on on-line bosis but olso embroced mobile money
ond electronic tronsfers os mode of seltlement for commodily purchoses ond poymenl to formers for
deliveries os well os other suppliers.

To enhonce conlrols in lhe idenlificotion of formers benefiling from subsidized ferlilizers, NCPB in
conjunction with MOALF ond Soforicom Ltd ore implementing o e-subsidy plolform. The plotform
conloins o formers' register wilh the detoils on idenlificotion, ocreoge, ferlilizer requiremenls os well os

oplion of poying through Mpeso.

3. Devolulion ol Agricullure

The odoption of 47 devolved units in 2013, upon promulgotion of the new constitution, led to lhe
devolulion of ogriculture sector. NCPB os o nolionol enlily hos depots in 46 counlies with one counly
being served through primory morkeling centers.

This opprooch requires NCPB to work in colloborolion with counly governmenls in the process of formers
regislrotion, velting subsidized fertilizers beneficiolly ond idenlificolion of fomilies ond institulion for food
supply during times of supply constroinl.

CHALLENGES AND OPPORTUNITIES

The chollenges lhol NCPB is focing ore bolh hisloric finonciol ond operolionol ond which include lhe
following:-

low working Copilol

NCPB's working copitol wos eroded to extremely low levels os o result of Government limitotions in
meeting working copitol injection obligolion lo NCPB ond losses incuned in corrying out Governmenl
initioted morket stobilisotion progrommes.

From previous yeors' GoK sociol inlervenlion progrommes implemented by lhe Boord, NCPB is owed
Kshs.3.8 billion. This hos led lo over- relionce on expensive bonk overdrofl ond loons thot servicing of
interesl is o mojor droin on meogre resources

ln order to oddress the chollenges focing lhe Boord ond lurn il round lo profitobility, the Governmenl of
Kenyo lhrough the Ministry of Agriculture commenced restrucluring of the Boord by commissioning Ernsl

ond Young os the consultonts on l3rh Moy 2013.

Summory ol Proposed Restrucluring

i) Chonge of nome: from Notionql Cereols ond Produce Boord (NCPB) lo Groin Corporolion of Kenyo
(GCK).

ii) Seporolion of NCPB's sociol ond commerciol funclions, ond creolion of suiloble entilies to enhonce its

service delivery in the groin sector.

To ochieve this, the report recommended creotion of four independenl entities, nomely; -

. Groin Regulotory Commission.

. Groin Corporotion of Kenyo (Reslruclured NCPB).

. Notionol Food Security Office Agency (Monogement of the strotegic groin reserves ond fomine relief

stocks).
. Commodily Exchonge (COMEX) Morket.
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ll) The report further recommends restrucluring of the bolonce sheel lhot will involve seltlement of NCPB

outslonding debt of Kshs. 3.8 billion ond o copitol injection of Kshs. 3 billion to enoble the restructured
NCPB revomp its commerciol operotions.

Agi n g phy si c ol i nf r oslr u cl u r e

Most of the storoge focililies ore old ond some groin hondling technology being used is fost becoming
obsoleie hoving been put in ploce in 'l980s ond eorly 1990s. Moreover, some storoge focilities were set
up in remole oreos for food relief operotions thot do not breokeven under commerciol principles. The
need to morshol resources to upgrode the focilities ond moinloin stores thot ore nol economicolly
vioble hos become o mojor chollenge to NCPB.

NCPB hos commenced depot rotionolizotion process thot will leod to shedding off of underutilized
sloroge focililies. The process involves colegorizotion of depols bosed on lheir business contribution ond
molh-bolling of depots thot ore not finonciolly vioble.

Unpredicloble produclion lreods

Arising from over-relionce on roin feed production; the ogriculturol seclor hos to contend wiih
unpredictoble food production level. This unpredictobility results into production glut or deficits thot both
coll for intervention lo olleviote suffering by the forming communities or consumers. These demonds for
deployment of huge resources thol overstretched the olreody depleled NCPB working copitol.
The Government effort to refocus on inigotion, eorly worning syslems ond restrucluring of NCPB is

expected to enhortce response copocity ond predictobility of food supply situolion

VIII. CORPORATE SOCIAT RESPONSIBIIITY STATEMENT

Notionol Cereols ond Produce Boord hos incorporoted Corporole Sociol Responsibility (CSR) os on
iniegrol port its operotions. The Boord's CSR is onchored on o well-defined CSR policy. The following ore

CSR octivities lhe Boord wos involved in. The Boord's CSR iniliotives ore cenlered oround wellness,

environmentol conservotion, ond community ossistonce; with emphosis on those economicolly
vulneroble, educotion ond sports ond tolent development.

Guided by the obove, the following ore iniliotives lhe Boord sponsored or wos involved in:

t

Principol Kirige Doy Secondory holding o dummy cheque presented by the Boord

South Rift Regionol Monoger presenting o dummy cheque to Moter Heort Run.
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Reuben Cenlre Direclor, Mr. Fronk O'sheo Receiving Food Stuff from Hon. Linoh Kilimo ond NCPB stoff

IX. REPORT OF THE DIRECTORS

The Direclors submit their report togelher wilh the oudited finonciol slotements for lhe yeor ended June
30,2020.

Princlpol ocllvilles

The Boord's principol octivity is groin hondling ond morketing with provision of ollied services ond focilities os

well os distribution of form inputs. This is in oddilion 1o undertoking sociol funclions on beholf of the
Government of Kenyo on Agency bosis thot relotes to lhe procuremenl, sloroge, quolity moinlenonce, ond
distribution/sole of fomine relief food commodities os wellos SGR stock.

Resulls

The operoling resulls for lhe yeor ended 30lh June 2020 ore set out on poge 25 ond summorized below: -

Operoting profit before Depreciolion & Provisions
Less:

Depreciotion
Amortizotion
Bod ond doubtfuldebts

Nel Profit

2020
Kshs

1s77,e62,9511

368,816,568
2,156,166

r 50.000,000
5n22ti4

0-0r8J35lE5I

2019
Kshs

(r 20,030,8s4)

396,928,698
2,396,O24

197,906,495

s912$218
I1112A2.AZA

Direclors

The members of the Boord of Direclors who served during lhe yeor ore shown on poge 3. The Boord
members ore oppointed by lhe Cobinel Secretory in chorge of Agriculture in occordonce to the NCPB

Act CAP 338 of the lows of Kenyo.

Audilors

The Auditor Generol is responsible for lhe stotulory oudit of lhe Boord in occordonce with Article 229 ot
lhe Conslitulion of Kenyo ond the Public Audit Act 2015 1o corry oul the oudit of NCPB for the yeor ended
June 30, 2020.
By Order of lhe Boord

JOHN
CORPORATE
NAIROBI
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STAI'EMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

X. STATEMENI OF DIRECTORS' RESPONSIBITITIES

Section 8l of the Public Finonce Monogement Acf,20l2, section l4 of the Stote Corporolions Act ond
Notionol Cereols ond Produce Boord Act, Cop 338 of the Lows of Kenyo require lhe Directors to prepore
finonciol stotemenls in respecl of thol NCPB, which give o true ond foir view of the stole of offoirs of the
NCPB ot the end of lhe finonciol yeor ond the operoting resulls of the NCPB for thot yeor. The Directors
ore olso required to ensure thot lhe NCPB keeps proper occounling records which disclose with
reosonoble occurocy the finonciol posilion of lhe NCPB. The Direclors ore olso responsible for
sofeguording lhe ossets of the NCPB.

The Directors ore responsible for lhe preporolion ond presenlotion of the Boord's finonciol stolements,
which give o true ond foir view of lhe stote of offoirs of the entily for ond os of the end of the finonciol yeor
(period) ended on June 30, 2020. This responsibility includes: (i) mointoining odequole finonciol
monogemenl orrongemenls ond ensuring thot these continue to be effeciive lhroughout the reporting
period; (ii) mointoining proper occounling records, which disclose with reosonoble occurocy of ony time
ihe finonciol position of the entily; (iii) designing, implementing ond mointoining inlernol controls relevonl
to the preporotion ond foir presentolion of lhe finonciol stotements, ond ensuring thot they ore free from
moteriol misslolemenls, whether due lo error or froud; (iv) sofeguording the ossets of lhe Boord; (v)

selecting ond opplying oppropriote occounling policies; ond (vi) moking occounting estimoles thot ore
reosonoble in lhe circumslonces.

The Direciors occept responsibiliiy for lhe NCPB's finonciol slotements, which hove been prepored using
oppropriote occounting policies supporled by reosonoble ond prudent judgements ond estimotes, in

conformily with lnlernotionol Finonciol Reporting Slondords (IFRS), ond in lhe monner required by the PFM

Acl,2012 ond NCPB Act Cop 338. The Direclors ore of the opinion thot lhe Boord's finonciol slolemenls give
o lrue ond foir view of the stote of Boord's lronsoctions during the finonciol yeor ended June 30,2020, ond
of the Boord's finonciol position os of thol dote. The Direclors further confirm the completeness of ihe
occounling records mointoined for the Boord, which hove been relied upon in the preporolion of lhe
Boord's finonciol slotements os well os lhe odequocy of lhe sysiems of inlernol finonciol control.

Approvol of lhe linonciol slcrlemenls

The Boord's finonciol stotements were opproved by the Boord on 2O2l ond signed on ils
beholf by

@
Choirmon M
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n h a n c' i n g A c' e' o u n t cr b i I i ty

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON NATIONAL CEREALS AND
PRODUCE BOARD FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of National Cereals and
Produce Board set out on pages 24 lo 63, which comprise the statement of financial
position as at 30 June, 2020, and the statement of profit or loss and other
comprehensive income, statement of changes in equity, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and
a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section
35 of the Public Audit Act, 2015. I have obtained all the information and explanations
which to the best of my knowledge and belief were necessary for the purpose of the
audit.

ln my opinion , except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements reflect fairly, in all material
respects, the financial position of the National Cereals and Produce Board as at
30 June, 2020, and its financial performance and cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards(Accrual Basis)
and the Public Financial Management Act, 2012.

Basis for Qualified Opinion

1.0 Unconfirmed Balances

Several balances reflected in the financial statements are not supported with adequate
and sufficient records and information, as explained in the following paragraphs:

1.1 Cost of Sales

The statement of profit or loss and other comprehensive incomes reflects a cost of
sales totalling Kshs.435,454,884 which include purchases totalling Kshs.192,726,398,
as disclosed under Note 2 to the financial statements. The purchases include cost of
fertilizer amounting to Kshs.138,188,980 that was, however, not supported with
procurement records. Audit review of the operations of the Board indicated that the
Board did not procure any fertilizer during the year, but was only selling fertilizers on
behalf of Minjingu Mines & Fertilizers Limited, Maisha Mavuno and Kel Chemicals
Limited and earning a commission in return.
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The cost of sales totalling Kshs.435,454,884 is, therefore, overstated by
Kshs.1 38,1 88,980. Further, the propriety of the expenditure could not be confirmed.

1.2 Other lncomes

The statement of profit or loss and other comprehensive income reflects other
incomes totalling Kshs.1,402,422,440 as further disclosed in Note 3 to the financial
statements. The balance includes rental income amounting to Kshs.352,084,856,
which reduced by Kshs.5,556,971 from Kshs.357,641,836 reported in the previous
year. A review of the Board's records and field inspections in that the Board's
properties in Kakamega, Kisumu and Nakuru Counties were sublet by tenants to third
parties but the rental income was not remitted to the Board. No evidence was provided
to confirm whether the tenants had obtained consent from the Board before subletting
the Board's properties which was contrary to the requirements of the respective lease
agreements.

Further, the Board leased out Nakuru/Municipality Block 71160 measuring 1.62
hectares or four acres and a three-bedroom house located on the land to three
tenants without being valued, at a rate of Kshs.1 18,000 per month. However, the two
tenancy agreements were not dated and as a result, the rent due and paid or
outstanding on the contract could not be confirmed. The tenants built numerous
business stalls which they sublet to other people whereas the three-bedroom house
was converted into a restaurant.

ln Block 11640 in Kakamega Town, the tenant put up permanent structures on the
open space and sublet these in disregard to a warning by the Board. ln Kitale and
Nyahururu depots, there was lack of valid lease agreements between the Board and
the tenants in some of the premises.

ln view of these issues, the Board may not have realized all rental income due from
its leased properties and the completeness of the balance amounting to
Kshs.1,402,422,440 on other incomes could not be confirmed.

1.3 Finance Costs

The statement of profit or loss and other comprehensive incomes reflects finance
costs totalling Kshs.773,985,432, as disclosed in Note 9 to the financial statements.
The amount includes bank charges totalling Kshs.1 35,1 10,477 and bank overdraft and
loan interest totalling Kshs.638,874,954. Review of records indicated that the Board
continued to incur high interest charges on bank loans acquired in the previous years
for purposes of financing purchase of subsidized fertilizer through letters of credit with
maturity periods of 180 days issued by a commercial ban. The letters of creditwere
eventually converted to loans on maturity since the Board was not able to pay the
respective charges within the agreed periods which in turn occasioned the high
interests charges.

1.4 Bad and Doubtful Debts

The statement of profit or loss and other comprehensive income for the year ended
30 June, 2020 reflects Kshs.150,000,000 (2019 - Kshs.197,906,495) relating to
provision for bad and doubtful debts. No explanation or documentation was provided
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to support the provision and as a result, it was not clear whether the provision is
specific or general, and whether it was appropriate.

1.5 Property, Plant and Equipment

1.5.1 Work in Progress

The statement of financial position reflects a net balance of Kshs.5,703,591,015 under
property, plant and equipment, as further disclosed in Note 10 to the financial
statements. The work in progress includes Kshs.42,979,079 out of which additions
amounting to Kshs.11,507,518.01 were not supported with records. Further, records
on the projects indicated that respective contracts had lapsed and the projects stalled
due to failure by the Board to provide funding or facilitation.

!n addition, the contract for fabrication of airtight silos at Moi's Bridge was awarded to
a firm on 17 November, 2014 at a cost of Kshs.6,232,214 whereas the consultancy
contract was awarded to another firm for the design work and supervision during
fabrication and installation, which was not done due to delay in delivery of the
fabrications. The consultant wrote to vacate the contract citing lapse of his contract in
October, 2014 and was paid Kshs.262,836 for the work done. The project's materials
of undisclosed value were left at Moi's Bridge depot and have not been disclosed in
the work in progress balance reflected in the financial statements for the year under
review.

ln view of these issues, the accuracy and completeness authenticity of the work in
progress balance totalling Kshs.42,979,079 could not be confirmed.

1.5.2 Lack Asset Ownership Documents

Ownership documents for several assets of the Board were not provide for audit, as
explained in the following paragraphs:

1.5.2.1 Land

As similarly reported previously, the property, plant and equipment balance totalling
Kshs.5,703,591 ,015 include thirty-five (35) parcels of land valued at
Kshs.1,285,079,450 that do not have title deeds. lnformation provided by
Management indicated that some of the parcels were leased from Kenya Railways
Corporation.

Further, title deeds for four parcels of land located in Kericho County identified as LR
No.631/2495, LR No 631/407 Block 51167, LR No 631/406 Block 5/166 and LR No
631/ 406 Block 5/ 165, and for Nakuru Municipality Block 8/13 located in Nakuru
County were not provided for audit verification.

From the foregoing, ownership by the Board of the parcels of land without legal title
could not be confirmed and further, the property, plant and equipment totalling
Kshs.5,703,591 ,015 may not be fairly stated.
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1.5.2.2 Donor Funded Storage Facilities

As similarly reported previously , and as disclosed under Note 10 to the financial
statements, the property, plant and equipment net balance of Kshs.5,703,591,015 as
at 30 June, 2020 includes fifty-five (55) donor funded storage facilities whose
ownership has not been clarified. Although in its sitting of 1 1 August, 1998, the Public
lnvestment Committee (PlC) directed both the parent Ministry and Treasury to look
into the matter with a view to formerly transfer the facilities to the Board, there was no
record of progress made on the matter at the date of this report.

1.5.3 Value-Added -tax lncluded Cost of Assets

As similarly reported previously, the property, plant and equipment balance totalling
Kshs.5,703,591 ,015 reflected in the statement of financial position includes
Kshs.8,540,920 relating to capitalized Value-Added-Tax(VAT), which is contrary to
Paragraph 16(a) of the lnternational Accounting Standard (lAS) No.16, which states
that, the cost of an item of property, plant and equipment comprises its purchase
prices, including import duties and non-refundable purchase taxes, after deducting
trade discounts and rebates. The VAT charged at 160/o of the prices for the respective
assets is a refundable purchase tax as the Board is VAT registered.

Consequently, the property, plant and equipment balance of Kshs.5,703,591,015
reflected in the financial statement is not fairly stated.

1.5.4 Depreciation and Amortization of Intangible Assets

Note 4(b) on summary of significant accounting policies states that plant, machinery,
and computer equipment are depreciated at 12.5o/o, representing eight (8) years of
useful life. Further Note 4(c) on intangible assets states that purchased computer
software is amortized over a period of eight years. However, Management did not
explain the economic and technological sense of the software being similarly
depreciated over eight (8) years. As a result, it was not possible to verify whether the
carrying value of the software was fairly stated.

1.5.5 Encroachment on the Board's Property

Audit inspections at sampled depots revealed encroachment by private parties on the
Board's property. ln Bungoma, an encroacher had fenced had fenced plot number
485 where the Bungoma silos are located and leased it to a garage operator. ln Kisii
County there were structures irregularly built by third parties at Block 3/48 measuring
0.0167 ha and Block 3/150 measuring 0.0302 ha. No records were provided to
indicate the effort made by Management to recover these lands.

ln Nakuru County, the Board did not have ownership documents for land
LR/No.3490/16 measuring 0.0878 hectares and it was not possible to physically
identify the said land for audit verification.

ln Kericho County, there were permanent residential houses built and occupied by
third parties who claimed to own the properties and allotment letters for three of the
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Board's properties Block.5/65 or L.R NO.631/488, Block.5/66 or L.R No.631/505 and
Block.5/67 or L.R No.631/504 measuring 0.03 ha (hectares) , 0.0389 hectares and
0.0335 hectares , respectively. The circumstances under which the land ceased to
belong to the Board were not explained. ln addition, the properties Block.s/138,
Block.2/49 and Block.5/165 measuring 0.0654hectraes ,0.7284 hectares, and 0.0654
hectares had their beacons move inwards from one side and lost tens of metres of
land.

ln Kakamega County Depot the tenant leasing the land had built permanent
structures and also repainted the NCPB office. There were no records indicating that
the developments on the property - Bocklk.11640 - were approved by the Board of
Directors.

ln view of these issues, the ownership by the Board of the cited properties included in
the property plant and equipment balance totalling Kshs.5,703,591,015 as at
30 June, 2020 could not be confirmed.

1.6 Liability on Failed Maize Procurement Contract

As previously reported, the Board entered into a fixed sum contract amounting to
Kshs.730,968,000 on 26 November, 2004 for the supply of 40,000 Metric Tons (MT)
of white maize at US Dollars 229 per metric tonne which was, however, not executed.
The supplier sought for arbitration with the lnstitute of Chartered Arbitrators - Kenya
Chapter and in July, 2009 was awarded US$ 3,106,000 for breach of contract. On
appeal by the Board, the award was increased to US$6,140,859 being equivalent to
Kshs.552,677,382 out of Kshs.264,864,285 has since paid through defrayments
effected on the Board's bank accounts. The respective case was pending in court as
at 30 June, 2020. As a result, it is not possible to confirm the extent of liability that may
arise as a result of the legal claim.

t.7 Inventories

The statement of financial position reflects inventories totalling Kshs.158,099,778 as
at 30 June, 2020 as further disclosed in Note 12 to the financial statements. The
inventories comprise various stock of cereals and fertilizer, amongst other items. The
physical stocktake established inventories totalling Kshs.279,978,125 which differed
with value of Kshs.268,822,446 recorded before provisions for stock shrinkage. The
variance amounting to Kshs.11,155,67 9 was not reconciled. ln addition, the Navision
2017 software stock take module (ERP) software indicated a stock value of negative
Kshs.476,943,531 against the physical balance of Kshs.279,978,125 resulting in an
unreconciled variance of Kshs.756,921,655. Although Management explained that the
stock variances reflected by the software resulted from its upgrade from Navision 2010
to Navision 2017 modules which had since been reconciled, the reconciliation report
was not provided for audit.

Consequently, the accuracy and completeness of the inventories balance totalling
Kshs.158,099,773 could not be confirmed.
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1.8 CurrentLiabilities

The statement of financial position reflects current liabilities totalling
Kshs.19,249,411,282, which is comprised of various short-term liabilities. However,
review of the items included in the balance revealed the following unsatisfactory
matters:

(i) Note 22 to the financial statements discloses trade payables balance totalling
Kshs.674,768,324. This balance however includes Kshs.7,655,225 (201812019 -

Kshs.651 ,133,1 27) owed to Export Trading Company for the supply of fertilizer.
Management has not explained how the liability arose since the fertilizer was
procured through a letter of credit from Kenya Commercial Bank which was
subsequently converted into a loan on maturity. Further, although the amount
owed to the Company decreased by Kshs.643,477,902 in the year under review,
records on payments made to the Company were not provided for audit. As a
result, the occurrence of the payment could not be confirmed.

(ii) The trade creditors and other payables further include sundry payables and
provisions totalling Kshs.1,132,839,401. Examination of records, however,
indicated that included in the balance were was Kshs.5,277,427 and
Kshs.282,096 in respect of Pay-As-You-earn (P.A.Y.E) tax and National Social
Security Fund (NSSF) contributions respectively, stale cheques amounting to
Kshs.72,916,735 and amounts relating to unremitted VAT deductions.
Management did not provide records on these balances and as a result, their
validity could not be confirmed.

Furthermore, Note 26 to the financial statements reflects creditors due to the
National Government on SGR maize sales balance totalling Kshs.4,415,075,082
as at 30 June, 2020. The balance includes maize transport costs totalling
Kshs.472,544,025 incurred in the year ended 30 June,2018, whose documents
were not provided for audit verification. ln the absence of records , it is was not
possible to confirm the accuracy of the balance.

As reported in the previous year, included in the current liabilities balance
totalling Kshs.19,249,411,282 as at 30 June, 2020 are Value-Added-Tax arrears
totalling Kshs.964,765,588 payable to Kenya Revenue Authority arising from the
Board being an agent of the Authority. This balance includes
Kshs.464,430,643.61 tax arrears that have remained outstanding since 2002.
Although the tax arrears have continued to attract penalties and interest, these
were not formally assessed and incorporated in the financial statements for the
year review.

(iv) Similarly, and as previously reported, the sundry creditors and provisions
balance totalling Kshs.1,132,839,401 disclosed in Note 22 to the financial
statements includes Kshs.630,639,332, Kshs.7,359,471 and Kshs.293,269,883
relating to trade creditors, staff creditors and sundry creditors and provisions,
respectively that have been outstanding since July,2007. Although Management
provided an analysis showing a reduction in sundry creditors by
Kshs.130,572,533, records showing how the reduction came about were
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c
provided for audit. ln addition, no satisfactory reason was provided for failure to
settle the liabilities.

1.9 Bank Overdraft

The statement of financial position reflects a bank overdraft amounting to
Kshs.5,437,359,739 as at 30 June, 2020. The Board had taken a Post lmport Finance
loan totaling Kshs.4,133,153,127 for purchase of subsidized fertilizer through letters
of credit from Kenya Commercial Bank (KCB). Upon maturity, KCB debited the entire
loan facility amounting to Kshs.4,133,153,127 that was outstanding to the Board's
main bank account on 30 April, 2020 since the Board had defaulted in repayment.

This led to an overdraft balance that was above the authorized limit and which had
accrued bank charges in interest and penalties totalling Kshs.S81 ,852,197 as at 30
June, 2020 . The principal amount had not been paid as at 30 June, 2020 and
continues to accrue interest at 11.5% and a penalty of 10% per annum in addition to
the interest rate until the loan is fully settled. Although the Board has engaged the
National Treasury and the Ministry of Agriculture, Livestock, Fisheries and Co-
operatives to have the funds for the fertilizer subsidy released in order to service the
loan, the matter had not been resolved as at 30 June, 2020.

The bank has notified the Board of its intention to enforce the terms of the credit facility
which may include attachment of properties and assets that were charged by the bank
as collateral for the loan facility. Consequently, the amount of the outstanding bank
overdraft as at 30 June, 2020 could not be confirmed.

1.10 Trade Debtors and Prepayments

The statement of financial position reflects trade debtors and prepayments totalling
Kshs.558,490,528 after provision for bad and doubtful debts totalling Kshs.988,840,929
was made on the gross balance totalling Kshs.1,547,331,455 as at 30 June,2020.
However, the balance contains the following unsatisfactory matters:

(i) As similarly reported previously, the balance includes trade debtors totalling
Kshs.1,161,752,135. However, included in the balance are debtors totalling
Kshs.750,033,616 representing 64.7o/o of trade debtors that have been
outstanding for more than eight (8) years. Although a cumulative bad debts
provision amounting to Kshs.988,840,929 has been made in these financial
statements, the extent of possible recovery of the debts could not be confirmed
as there were no records of effort to recover them.

(ii) As disclosed in Note 13 to the financial statements, the provision for bad and
doubtful debts decreased by Kshs.2,623,480 from Kshs.991 ,464,409 to
Kshs.988,840,929, while the bad debts expense during the year amounted to
Kshs.150,000,000. The accumulated provision disclosed in these financial
statements has not been reconciled and is not inaccurate.

Further, the trade and other receivables gross balance includes
Kshs.115,668,007 relating to staff debtors. lncluded in the staff debtors is
Kshs.67,806,259 that has been outstanding for more than eight (8) years.
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Examination of documents, however, indicated that the outstanding staff
debtors as at 30 June, 2020 amounted to Kshs.110,219,900 in respect of cash
loss, imprests and other losses and stock loss. Although Management made a
specific provision amounting to Kshs.95,254,155 in respect to the account, the
provision did not appear adequate relative to the large long outstanding
balance. Management has not explained how the losses occurred and the
steps taken by the Board to recover the losses and prevent their recurrence. ln
view of these issues, I am not able to confirm whether the trade and
prepayments net balance totalling Kshs.558,490,526 as at 30 June, 2020 is
fairly stated.

(iv) Note 15 to the financial statements reflects a balance of Kshs.7,237,996,102
(2019-Kshs.7,593,776,111) relating to Government Debtors-Ministry of
Agriculture Fertilizer A/c. However, records on the account were not provided
for audit and as a result, it was not possible to confirm the accuracy of its
balance totalling Kshs.7,237,996 as at 30 June, 2020.1n addition, as previously
reported, Government Debtors-MOA Fertilizer Account balance of
Kshs.7,237,996,102 as at 30 June, 2020 includes brought forward balances
totalling Kshs.342,341,936 and Kshs.191,916,638 relating to Strategic Grain
Reserve Programme - Old Account and Government of Kenya (GOK) 17
selected depots for old account Famine Relief respectively, both outstanding
for over 18 years. There were no records or information provided for audit to
indicate progress made in recovery of the debts and as result, their recovery
doubtful. However, no provision for bad and doubtful debts has been made in
regard to the debts.

1.11 Creditors-Due to the Government on Past Market lnterventions

The statement of financial position reflects Kshs.174,063,028 relating to creditors -
due to GOK post market intervention as further disclosed in Note 24 to the financial
statements. Although Management has disclosed in Note 24 to the financial
statements that the balance relates to retained surpluses from 199411995 maize
intervention and subsequent maize export transactions in 1995/1996 and 1996/1997
and will be offset against other GOK debts which are still under review, no records
were provided to confirm Management's assertion. ln the circumstance, the validity
and accuracy of the Government Market lnterventions Account balance totalling
Kshs.174,063,026 as at 30 June, 2020 is fairly stated.

1.12 Government Agency Programme (Old Account)

The statement of financial position and as disclosed under Note 25 to the financial
statements reflects a balance of Kshs.143,195,039 in respect to Government Agency
Account - Operating Results (Old Account). Although Management has disclosed in
Note 25 to the financial statements that this figure relates to the balance held on behalf
of the Government from cereal sales received by the Board on behalf of the
Government prior to the liberalization of marketing of cereals in 1993, no documentary
evidence has been provided for verification. ln addition, no explanation has been
provided why the Board has not remitted this amount to the Government since 1993.
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ln the circumstances, the accuracy of the accuracy of the Government Agency-Old
Account balance of Kshs.143,195,039 as at 30 June, 2020 could not be confirmed.

'|..13 Sales Proceeds from GOK Fertilizers

The statement of financial position reflects creditors due to GOK on fertilizer sales
totalling Kshs.S,215,013,011, as disclosed in Note 23 to the financial statements. The
balance includes sales of subsidized fertilizer amounting to Kshs.752,363,484.
However, the sales proceeds were as at 30 June, 2020 held in the Board's fertilizer
collection bank account at Kenya Commercial Bank together with other
monies received from sales of the Board's own fertilizers. The Board explained that
KCB attached the funds held in the fertilizer collection bank account as security for
non-payment of the fertilizer and as a result, the Board could not access the funds.

Consequently, the funds were not remitted to the designated bank account at the
Central Bank of Kenya.

1.14 Creditors Due to GOK on Strategic Grain Reserye Maize Sales

The statement of financial position reflects creditors due to GOK on SGR maize sales
totalling Kshs.4,415,075,082 which includes current year sales totalling
Kshs.8,206,018,454 as further disclosed in Note 26 to the financial statements. The
balance differs by Kshs.707,444,878 with the sum of Kshs.7,498,573,576 reported in
the financial statements of the Strategic Food Reserve Trust Fund for the year ended
30 June, 2020. The difference amounting to Kshs.707,444,878 was not reconciled by
the two entities.

ln the circumstance, the accuracy of the creditors balance totalling
Kshs.4,415,075,082 as at 30 June, 2020 could not be confirmed.

2.0 Decline in Performance

The statement of profit or loss and other comprehensive incomes reflects a significant
decline of gross salesby Kshs.2,073,059,109 or75o/o from Kshs.2,765,881,725
reported in 201812019 financial year to Kshs.692,822,616 in the year under review.
The decline resulted in an operating loss amounting to Kshs.1,098,935,685 in the year
compared to f Kshs.717,262,072 in the previous year. Management attributed the low
revenues to large debts owed by the Government that resulted in shortage of working
capital needed to restock trading stock.

However, the Board disclosed bank and cash balances totalling Kshs.3,788,709,213
and bank overdrafts totalling Kshs.5,437,359,739, resulting to net overdraft of
Kshs.1 ,648,650,526.

Consequently, Board may require the support of the National Government and
creditors to finance its operations.

Management has not disclosed the measures taken to reverse the unsatisfactory
performance of the Board.
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The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the National Cereals and Produce
Board Management in accordance with ISSAI 130 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. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my qualified opinion.

Other Matter

1.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted income
and expenditure totalling Kshs.3,287,164,730 and Kshs.1663,761 ,722 respectively
resulting in an income shortfall of. Kshs.1,623,403,008.

The statement further reflects budgeted and actual expenditure totalling
Kshs.3,712,137,330 and Kshs.2,714,612,483 respectively resulting in under-
expenditure of Kshs .997,524,847 .

Management has explained the shortfall to lack of fertilizer for sale and the under-
expenditure to lower than expected costs due to low volume of business in the year
under review.

2.0 Prior Year lssues

The audit report for the previous year highlighted several issues in relation to balances
reflected in the financial statements, laMulness and effectiveness in use of resources
and effectiveness of internal control. Management in the report on progress made in
resolving the issues at page 46 of the financial statements has indicated that some of
the issues had since been resolved whereas others were still outstanding as at
30 June, 2020. The status of allthe issues shall be confirmed afterthey are discussed
by the National Assembly.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion
I

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The Standard requires that
I comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Report of the Auditor-General on National Cereals and Produce Board for the year ended 30 June, 2020
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Gonclusion

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

Responsibilities of Management and those Charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Board's ability to continue to sustain its services , disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to dissolve the Board or to cease operations.

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

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

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

Report ofthe Auditor-General on National Cereals and Produce Boardfor the year ended 30 June, 2020
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Auditor-General's Responsibilities for the Audit

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

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

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

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

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

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

Report ofthe Auditor-General on National Cereals and Produce Boardfor the year ended 30 June, 2020
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a

a

collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

Conclude on the appropriateness of the Management's use of the applicable 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 Company's ability to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Board not sustain 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 Board to express an opinion on the financial statements.
Perform such other procedures as I consider necessary in the circumstances.

a

a

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

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

CPA CBS
AUDITOR-GENERAL

Nairobi

17 February,2022

Report of the Auditor-Generql on National Cereals qnd Produce Board for the year ended 30 June, 2020
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xII.

NATIONAL CEREALS AND PRODU3E BOARD
ANNUAL REPORT AND FINANCI-AL STATEMENTS
FOR THE YEAR ENDED 3O1H JUNE 2O2O

NATIONAT CEREATS AND PRODUCE BOARD STATEMENT OI PROFIT OR LOSS AND OTHER
COMPREHENSIVE !NCOMES

Nole

Gross Soles
Cost of Soles
Gross Morgin
Gross Morgin Goin os o7o of Gross soles
ADD:
Oiher lncomes
TOTAT REVENUES

OPERATING EXPENSES

Roilwoy ond Rood Tronsport
Sloff costs ond woges
Ad minislrolion expenses
Direclors expenses
Other operoting expenses

Profil before depreciotion ond bod debls

Deducl:
Depreciotion expense
Amortisolion expense
Bod ond doubtfuldebts

Prolil from operotions
Finonce cosls
Profil Before Tox
lncome Tox expense
Nel profit ofler lox
Olher comprehensive lncome
Goins on disposol of lond
TOTAT COMPREHENSIVE INCOMES FOR THE

YEAR

[0r&t35J85I 017.262.072r

I

2

2020
Kshs

692,822,616
435.454,884
257,367,732

37%

1.402.422,440
1,6s9,790,172

2019
Kshs

2,765,881,725
r.885.230.200

880,65r,525
32%

| ,126,251,294
2,006,902,819

3

4
(

6

7

8

6,663,022
978,121,027
350,261 ,157

16,229,825
112,492.660

1 ,463,7 67 ,691
196,022,481

358,81 6,568
2,156,166

150.000.000
520,972,734

(324,9s0,253)
773,985,432

fl.018.935.685)

130,760,793
975,092,543
302,321,189

17,242,394
117 ,223,784

1,542,640,703
464,262,115

396,928,698
2,396,024

197,906.495
s97,231,218

(132,96?,1O2)
584,292,969

(717,262,072)

r0
11

t4

9
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D NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

XIII. STATEMENT OF FINANCIAL POSITION
Note

f ASSETS

Non- Currenl Assets
Properly, Plont ond Equipment
lnlongible Assels
Tolol Non - Currenl Assels

CURRENT ASSETS

lnvenlories
Trode Deblors ond Prepoyments
Government Deblors - New Agency A/c
Governmenl Deblors - MOA Fertiliser A/c
Bonk ond Cosh Bolonces
Tolol Currenl Assel
TOTAL ASSETS

EQUITY AND LIABITITIES

Copitolond Reserves
CopitolFund
Revoluolion Reserve
Revenue Reserve
Copilol ond Reserves

2020
Kshs

5,703,59 r ,015
2,526,605

5.706.117.620

158,O99,778
558,490,528

9,025,647 ,945
7,237,996,102
3,788,709,213

20.768.943.566
%azs-0a7J_sa

2019
Kshs

6,O41,210,862
3.884.406

6.045.O9s.268

402,684,O31
590,846,770

9 ,27 5,250 ,t 60
7,593,776,|1
4,070.766,150

21,933.323.222
27.913A13.49lJ.

5,304,142,172
9,589,422,793

17 ,568,979.377)
8.324.585.588

544,116,930
4,133,153,127
4,164,619,7 51

4,462,649,527

5,067,269,912
964.765,588

19.653.832.902
rufia1349i

2021 ond signed on its beholf

t0
lt

t2
t3
14

t5
t6

17

l8
l9

5,304,1 42,172
9,589,422,793

18,667 .915.0621
7.225.649.903

CURRENT tIABItlTIES
Bonk Overdroft
Short Term Loon
Credilors ond Provisions
Creditors - Due to GOK on ferlilizer Soles
Creditors - Due to GOK on posl morket
intervention
Governmenl Agency Progromme (Old A/c)

Credilors - Due to GOK on SGR Moize soles
Toxotion
Tolol Current Liobililies
TOTAL EQUITY AND LIABILITIES

The finonciol slotemenls were opproved by the Boord on
by:

174,063,028 174,063,028
r 43.1 95,039 I 43, 1 95,039

20
21

22
23

24
25

26
27

5,437 ,359,739

2,899,939,79s
5,215,0r 3,01 I

4,415,O7 5,082
964,7 65,588

19.249.411.282
26.425.0il-L&h

P SomuelK. dung'u
Finonce & Accounling

ICPAK NO 3OOI

G
Muteo lringo
Choirmon ol the Boord
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

XV. SIATEMENT OF CASH FLOWS

Note

OPERATING ACIIVIIIES
Cosh generoted from/used in operotions
Nel cosh generoted from /used in operoting
octivities

28

2020
Kshs

$,147.947,321)

(s,147,947.321)

Q7,352,42sl.

(s,17 s.299.7461

2019
Kshs

3,127,247,201

3,127.247,201

(27.O15,973l'

3,100.231,229

INVESTING ACTIVITIES
Purchose of Property, Plont ond Equipment
Net lncreose /(decreose) in cosh qnd cosh
equivolent (o)

Cosh ond Cosh equivolent of beginning of
the yeor
Cosh of Bonk ond on Hond
Bonk Overdrofl
Totol(b)
Totol(o+b)

Cosh ond Cosh equivolent of end of lhe
yeor
Cosh ol Bonk ond on Hond
Bonk Overdroft

l6
20

l0

l6
20

4,070,766,150
(544,1 I 6,930)

3-52A.64?229
(lJ4aJraJzo

3,788,709,213
lsa3z3s2f,39)
0-&18J50-52i)

735,035,231
(308.6 r 7,238)
A2AAZ}94

3-s2An42222

4,070,766,150
t544,116,930)
3-526n49224

\

28



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

XVI. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30 JUNE 2O2O

Explonolory noles on lhe differences obove:

The decreose in gross soles is due to drop in sole of fertilizer

The drop in cost of soles is due to low soles lurnover.

The decreose in other incomes is due to decreosed commissions on SFR moize.

The tronsport costs decreosed due to low-tronsportolion of ferlilizer from lhe porl lo vorious

upcountry depots ocross NCPB nelwork

The stoff costs decreosed due to non-implementotion of CBA, retiremenis ond non-hiring of

monogemenl troinees.

The decreose in odministrotive costs is os o result of low moinienonce ond fumigotion costs

Decreose in olher operoting expenses is due to decreosed business oclivilies

Provision for depreciotiorr decreosed to due low implemenlotion of copitol projects.

Finonce cosls decreosed os o result of repoyment of some loons ond interest role cop.

o)

b)

c)

d)

e)

f)

s)

h)

i)

Originol
budgel

Adjuslmenls Finolbudget Acluol on
comporoble

bosis

Perlormonce
dilference

o/o
+l()

Rel
no.

2020 2020 2020 2020 2020

Revenue Kshs Kshs Kshs Kshs Kshs

Gross soles rr,935.r88,r23 (4,763,876,8721 7,172,311 ,251 692,822,616 (6,479,488,63s1 -90% A

Less: Cost of
soles

9,184,428,704 8,537,707,0O7) 5,546,721.697 435,454,884 $,21| ,266,8131 -92% B

Gross morgin 2,7 51 ,7 5? ,419 -1 ,226,169,865 1,525,589,554 257,367,732 (1,268,221,822)

Add: 0

Other
lncomes

1 ,87 4,638,409 -r r3.063,233 | ,7 61 ,57 5,17 6 1,402,422,440 (359,1s2,7361 20% r^

Tolol income 4,626,397,828 (1,33e,233,098) 3,287,164,730 1 ,65?,7?O,172 (1,627,374,558)

Expenses

Roilwoy &
Tronsporl
costs

890,346,994 (32O,399,9781 569 ,947 ,016 6,663,O22 (s63,283,9941 -99% D

Stoff cosls
ond wooes

| ,252,048,161 (3e,607 ,337) 1,212,440,824 978,121,O27 (234,319,797) -19% E

Administrotio
n Expenses

484,187,360 (3r,5r3,802) 452,573,558 366,490,982 (86,O82,s7 6) -19% F

Other
operoting
exoenses

282,616,179 (5s,9 6s,27 6) 226,650,903
112,492,660 (r r4,r58,243) -50% G

Provision 770,446,727 (2,156,166) 7 68,290,561 520,972,734 (247,317 ,827) -32% H

Finonce Cost 650,394,37 6 il 58,159,9081 482,234,468 773,985,432 291,750,964 60%

Tolol
expendilure

4.s30.o39.797 (617,902,4671 3.712.137.330 2.758.725,857 (953.41 1.4731

Surplus for the
Yeor

2r6t58i31 E2$30.63t) u2as12-60a1 [1*098J3568,5) t6z3-96-0e51

,) 
()

I



. NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS

--?oR THE YEAR ENDED JUNE 30,2020

.,VII. NOTES TO THE FINANCIAT STATEMENTS

l, Generol lnformolion
NCPB wos estoblished lhrough on Act of Porlioment Chopler 338. The Boord is wholly owned by

the Government of Kenyo ond is domiciled in Kenyo. The Boord's principol octivily is groin

hondling ond morketing with ollied services ond focililies os well os dislribulion of form inputs.

This is in oddition lo undertoking sociol functions on beholf of the Government of Kenyo on

ogency bosis lhot reloles lo procurement, storoge, quolity mointenonce. ond dislribution/sole of

fomine relief food commodilies os well os SGR slocks.

2. Slotemenl of Compllonce ond Bosis ol Preporolion

The finonciol slotements hove been prepored on o historicol cost bosis except for the
meosurement of re-volued omounts of certoin items of property, plont ond equipmeni. The
preporotion of finonciol stolements in conformity with lnlernotionol Finonciol Reporting
Slondords (IFRS) ollows lhe use of estimotes ond ossumplions. lt olso requires monogemenl lo
exercise judgemenl in lhe process of opplying NCPB's occounting policies. The oreos involving o
higher degree of judgement or complexily, or where ossumptions ond estimotes ore significont
lo lhe finonciolstotemenls, ore disclosed in Nole 5

The finonciol slotemenls hove been prepored ond presenled in Kenyo Shillings. which is lhe
functionol ond reporting currency of the Boord.

The finonciol slolements hove been prepored in occordonce with the PFM Act, the Stote
Corporolions Acl ond lnternolionol Finonciol Reporting Slondords (IFRS). The occounling policies

odopled hove been consislently opplied to ollthe yeors presented.

3. Adoption of New ond Revised Stondords

i) Relevont new stondords ond omendmenls lo published stondords effective for the yeor
ended 30 June 2020

(ii) Eorly odoplion of slondords

The Boord did nol eorly - odopl ony new or omended slondords in yeor 2O2O

Stondord/Amendmenl lo
o slondord

Effeclive dole lmpoct'

IFRS l6 -Leoses I'tJon 20l9 ll inlroduces o single lessee occounting model
ond requires o lessee to recognize ossets ond
liobilities for oll leoses with o term of more thon l2
monlhs, unless the underlying osset is of low
volue. A lessee is required to recognize o right-of-
use osset representing its right to use lhe
underlying leosed osset ond o leose liobility
representing its obligotion lo moke leose
poyments.

Disclosure lnitiotive
(Amendments to IAS 7:
Sfofemeni of Cosh f/owsJ

I't Jon 201 7 Since the Boord ,s f ully owned by the
Governmenf, it does not poy out dividend or
received dividend from ony entity.

30



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE,2O2O

4. Summory ol Significont Accounting Policies

The principle occounling policies odopted in the preporolion of these finonciol slotements ore
set oul below:

o) Revenue recognilion

Revenue is recognised to the extenl thot it is proboble thol future economic benefits will flow to
the Boord ond lhe revenue con be reliobly meosured. Revenue is recognised of the foir volue of
considerotion received or expected to be received in the ordinory course of lhe Boord's
oclivities, net of volue-odded tox (VAT). where opplicoble, ond when specific criterio hove
been met for eoch of the Boord's octivities os described below.

i) Revenue from lhe sole of goods ond services is recognised in lhe yeor in which the Boord
delivers products lo the customer, the customer hos occepted the producls ond
collectobility of the reloted receivobles is reosonobly ossured.

ii) lncome from services rendered ond focililies provided is recognized of lhe lime of rendering
ond providing such services ond focilities

iii) Rentol income is recognized in the income slolement os it occrues using the effective leose
ogreements.

iv) Other income is recognized os it occrues.

b) Depreciolion on Property, Plonl ond Mochinery

Depreciotion chorge on fixed ossets is provided on o siroight line bosis ond is colculoled on cost
or revoluotion ol the following rotes which ore consislent with prior yeors. Depreciolion chorge is

proroled both in the yeor of ossel purchose ond in the yeor of osset disposol.

Freehold Lond
Leosehold Lond
Buildings, Boreholes, Fences ond Roods
Silos, Cyprus bins, mochinery House ond Looding Boys

Plont, mochinery ond Computer Equipmenl
Fumigotion Equipment

Motor Vehicles ond Drying Equipmenl
Other Equipment

Nit

Over the lerm of lhe leose
2.5%
6%

12.5%
20%

2s%
125%

c) lntongible ossels

lnlongible ossels comprise purchosed computer soflwore which ore copitolized on lhe bosis of
costs incurred to ocquire ond bring lo use the specific soflwore. These costs ore omorlised over
the eslimoted useful life of the inlongible ossets from lhe yeor thot they ore ovoiloble for use,

usuolly over eight yeors.

d) lnvenlories
lnvenlories ore stoted oi the lower of cosl ond net reolizoble volue on lhe bosis of First ln Firsl out
principle ond o provision for shrinkoge computed ot o rote of 2.2% of the volue of lhe yeor's

purchoses of groins ond Pulses.

(e) Slocks of consumoble slores ond Supplies
The occounting procedure for consumoble supplies ond stores thot ore centrolly purchosed is thot

iiems ore initiolly coded lo respective control occounts for these stocks of the lime of procurement

'l i



NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

ond the cost expensed/chorged ol the lime of dispotch lo lhe respective user budget cenlres.
This policy ensures thot budget cenlres ore only held responsible for lhe expenditure direclly
reloled lo whot they hove requisilioned ond consumed.

(f) Trode ond olher receivobles

Trode ond other receivobles ore recognized of foir volues less ollowonces for ony uncollectible
omounls. An estimole is mode of doubtful receivobles bosed on o review of oll outstonding
omounts of lhe yeor end. Bod debts ore written off ofler oll effods ol recovery hove been
exhousled. Provision for bod ond doubtful hos been mode on the bosis of specific debls ond
consisls of lO0% specific provision for some debtors ond o generol provision ol 7.5% on oll
outstonding lrode debls ol Bolonce Sheet dole.

S) Cosh ond cosh equivolenls

Cosh ond cosh equivolenls comprise of cosh of bonk ond cosh on hond held in the Boord's
Cosh Offices of Heod Office ond Depot/Silos ond Cosh in Tronsil os ol 30th )une 2020.

h) Agencyfees/Commission

The roles opplicoble for vorious services ond focilities thol were mutuolly ogreed upon lhe
principol (GOK) ond lhe ogenl (NCPB) hove been in force since l2th November 2002 is os

follows:
Roie

Noture of Service/focility Kshs/Percentooe
i) Storoge 4.80 per bog per monlh
ii) Quolity mointenonce 5.00 per bog per month
iii)Commission on Purchosing 115.00 per bog
iv) Commission on releoses 25.00 per bog
v) Commerciolsoles commission 9% of soles volue
vi) Commission on lronsport lO% of lronsport cost
vii)Commission on commodity hondling 10%of hondlingcost
(Direct costs)

i) Trode Creditors ond other poyobles

Trode ond olher poyobles ore non-interesl beoring ond ore corried ol omortised cost, which is

meosured of the foir volue of controctuol volue of the considerotion to be poid in future in
respecl of goods ond services supplied, whether billed to the Boord or not, less ony poyments
mode lo lhe suppliers.

j) Relirement benefil obligolions

The Boord operotes o defined Provident Fund Scheme for oll its permonenl employees on 27ih
Jonuory, 1969. The Boord's conlributions ore chorged to the lncome Stotemenl in the period in
which it reloles. The ossels of the scheme ore held in o seporole trustee odministered fund,
which is funded from conlribulions from both the Boord ond the employees.

NCPB olso contributes to lhe stotutory Notionol Sociol Securily Fund (NSSF). This is o defined
contribution scheme registered under the Noiionol Sociol Securily Act. The compony's
obligotion under the scheme is limited lo specific contribulions legisloled from time lo lime ond
is currenlly 15% while lhe employee contribules 7.5% of employees bosic solory. ll is on
opproved fund under the lncome Tox Act ond is regislered wilh Retirement Benefils Authority.
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k)Provision for slofl leove poy

Employees' enlillements to onnuol leove ore recognised os lhey occrue to the employees. A
provision is mode for lhe eslimoled liobility for onnuol leove ol lhe reporting dote.
l) Exchonge role differences

The occounting records ore mointoined in the funclionol currency of the primory economic
environment in which the Boord operoles, Kenyo Shillings. Tronsoctions in foreign cunencies
during the yeorlperiod ore tronsloted into the functionol currency using the exchonge roles
prevoiling of lhe dotes of lhe tronsoclions or voluolion where items ore re-meosured. Any
foreign exchonge goins ond losses resulling from the settlement of such tronsoctions ond from
the lronslolion ol yeor-end exchonge rotes of monetory osseis ond liobilities denominoted in

foreign currencies ore recognized in profit or loss.

m) Budgel inlormolion

The originol budgel f or FY 2019-2020 wos opproved by ihe Notionol Assembly ond subsequenlly
coscoded ond the porent ministry communicoled the opprovol on 30tt' .)onuory 2020.

There were no subsequent revisions or odditionol oppropriotions in lhe course of the yeor.

The Boord's budget is prepored on o differenl bosis to lhe octuol income ond expendilure
disclosed in the finonciol stotemenls. The finonciol stolemenls ore prepored on occruol bosis
using o clossificotion bosed on the noture of expenses in the slolemenl of finonciol
performonce, whereos the budget is prepored on o cosh bosis. The omounts in the finonciol
stolements were recost from the occruol bosis to the cosh bosis ond reclossified by presentolion
lo be on the some bosis os the opproved budget. A comporison of budget ond ocluol
omounts, prepored on o comporoble bosis to lhe opproved budget, is then presented in the
stotemenl of comporison of budget ond octuol omounts.

The vorionce belween the ocluol ond budgeled omounts for eoch item in the income

stotement is exploined os shown in item XlV.

n) Comporolive ligures

Where necessory comporolive figures for lhe previous finonciol yeor hove been included lo
conform to the required chonges in presentolion.

p)Subsequenl evenls

There hove been no events subsequent to the finonciol yeor end wilh o significont impoct on
the finonciol slotements for lhe yeor ended June 30, 2020.

5. SIGNITICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTA]NTY

The preporolion of lhe Boord's finonciol siotements in conformity with IPSAS requires

monogement to moke judgments, estimotes ond ossumplions thol offecl the reported omounls

of revenues, expenses, ossets ond liobililies, ond the disclosure of contingeni liobilities, ol the

end of the reporting period. l-lowever, uncertointy obout these ossumptions ond estimoies

could result in oulcomes thot require o moleriol odjustment lo lhe corrying omount of the osset

or liobility offected in future periods.
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Eslimoles ond ossumplions

The key ossumptions concerning the future ond other key sources of estimolion uncertoinly ot

ihe reporting dole, lhot hove o significoni risk of cousing o moteriol od.iustment to the corrying

omounts of ossets ond liobilities wilhin the next finonciol yeor. The Boord bosed its ossumplions

ond estimotes on porometers ovoiloble when the finonciol slotemenls were prepored.

However, existing circumstonces ond ossumptions obout future developments moy chonge due

to morket chonges or circumstonces orising beyond the conlrol of the Boord. Such chonges ore

reflected in the ossumptions when lhey occur.

Uselul lives ond residuol volues
The useful lives ond residuol volues of ossets ore ossessed using ihe following indicotors lo inform

potentiol fulure use ond volue from disposol:
. The condition of lhe osset bosed on the ossessment of experts employed by the Eniity
. The noture of lhe osset, its susceptibilily ond odoptobility lo chonges in technology ond

processes
. The noture of the processes in which lhe osset is deployed
. Avoilobility of funding lo reploce the ossels
. Chonges in lhe morket in relotion 1o the osset

Provisions

Provisions were roised ond monogemenl determined on estimole bosed on the informotion

ovoiloble

Provisions ore meosured of the monogement's besl estimole of lhe expendilure required lo
settle the obligolion ot the reporting dote.

Provision for bod ond doublful debls hos been mode on the bosis of specific debls ond consists of
100% specific provision for some debtors ond o generol provision of 75% of oll other oulstonding
trode debts of lhe bolonce sheet dole.
Provision for stock shrinkoge is computed of o role of 2.2% of volue of lhe yeor's purchoses.
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NOIES TO THE FINANCIAL STATEMENTS (Conlinued)

l.Gross Soles

t

2. Cosl of Soles

3. Olher lncomes

Opening stocks
Purchose
Milling Costs
Provision for slock shrinkoge (2.2%)

Closing Stocks
Cosl of soles

LocolWhite Moize
Rice
Poddy
Wheot
Gunnies
Moize seed
Beons
Green Groms
lnsecticides
Fertiliser

2020
Kshs

82,412,675
130,606,793

0

0
7,294,876
7,253,200
7,953,033
1,882,200

74,244
4s5.345.595
a92.422fi.4

426,730,336
192,726,398

588,333

1184,690,1821
435A5A.884

12,878,204
8,17 5,481
5,218,231

352,084,855
10,786,449

389.14,1221

7 46,044,033

1Ji5,J-a7262

7,586,301
1 ,269,808

34,03r,571

| ,449,311
4433r-9i-7

222,898,187

t-402422449

2019
Kshs

r ,063, r 33
145,956,385

0
0

995,497
r ,103,580

r 50,902,600
9,035,580

2,456,824,950
2J_65-881-725

1,679,710,895
629,997,952

2,251,690

t426.730.337],
rm523q2oo

r 3,1 6l ,845
13,567,722

1,157,585
357,641,836

71 ,059,234
45LAAA222

635.357,5s8
a

L09lla5Jfi_

s r 8,363
32,000

0
10,355,127

a
10.905,490

23aa0.025

7J2L2572U

Weigh bridge chorges
Bogging ond hondling chorges
Cleoning chorges
Rentol chorges
Drying ond fumigolion

(b) Agency services
Gok ogency remunerotion
Agency commission from inPuts

(c) Sundry income
lnsuronce compensotion
Sole of lender documenls
Sole of obsolete moteriols
Olher miscelloneous income
Other fee ond chorges
Goin on disposol of fixed osseis

(d) inveslmenl income
lnterest eorned on shorl lerm
lnveslments(FDR)

TOTAI. OTHER INCOMES
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4.Roilwoy & Rood tronsporl cosls

5. Slotf Cosls

6i!3.,0n
6A$-0n

2020
Kshs

736,879,112
81,982,741

r.886.600
68,260,s57
17,069,559
72,042,458

?13J21,022

130,760,793

139JAOJ9i

Solories ond woges
Boord's contribulion to PF ond SSS

Boord's conlribution to NSSF

Medicolexpenses
Leove poy ond grotuities
Welfore ond lroining

The overoge number of employees ol lhe
end ol lhe yeor wos:

Permonent Employee *
Monogemenl
Permonenl Employee - Unionisoble
Temporory ond controci Employees

Adminislrolion expenses
Entertoinment
Adverlising
Conservoncy, light ond woter
Consumoble slores
lnsuronce
Lond rents & roles ond siding chorges
Moinlenonce of mochinery, furnilure &
equipment
Mointenonce of building, fences, gotes,
roods ond roilwoy sidings
Posloge, telegroms ond lelephone
Printing ond stotionery
Security expenses
Subscriplion & Nofoko Newsleller
Uniform ond prolective clolhing
Donotions

7. Directors expenses

8. Operoling Expenses

Fumigotion expenses
Groin dryers operoting costs
Commodity hondlings costs
Hired tronsport (Non-commodities)
Shows ond exhibitions
Trovelling ond subsistence
Vehicles running cosls
Audit fee
Legol ond other professionol fees

7t,275,710 42,303,882

419

4,272,175
2,913,239

53,270,711
4,830,8r4

14,874,432
18,740,734

30,79 6,47 6

12,112,012
23,625,007

I l0, r0 r ,979
I , t50,806
2,047,062

250.000
35026L152

1_6229.82s
3ArA9it32

8,787,621
6,678,287
6,r 58,008

5,983,560
44,981,885
r 5. r 96.54 r

2,7 50,000
21,956,558

il2492nA0

2019
Kshs

7 67 ,t 43,97 5

81,231,593
1,920,000

45,128,194
29,7 55,104
49,913,677

?15A92543

519

302
38

859

6,165,373
1.730.804

55,202,209
r,505,968

17,782,712
27,515,130

320
32

771

6

I 5,633,6 r 0
12,266,582
7,939,O22

r r 2,832,888
554,650
778,400
109,960

302J2L189

fi242394

r,334,500
12,878,663
4,735,488

5,645,567
67 ,971 ,440
17,065,307
2,750,000
4,842,819

1J1.22"3J34
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9. Finonce Cosls
2020
Kshs

135,110,477
638,87 4,954
7fi-935L432

10. Properly, Plonl ond Mochinery (KShs) - 2020

Bonk chorges
Bonk overdrofl ond Loon inleresl

2019
Kshs

14,288.317
570.004.553
5A4212,9Ai

2019/2O2O

Cosl
/Voluolion
| /7 /2019
Additions
Disposols

At 3010612020
DEPRECIATION

ot /07 12020
Chorge for lhe
period
On Disposol
30106/2020
NET BOOK
VATUE

943.121 .270
0
a

943.121.270

184,790,640

I l 806.677

t 96.597.31 6

7AA.523JS4

422,430,IO
n

0

422.430.110

148,714,992

to.54t.221

159.256.213

2AJJI3.B'A

9.58I ,951 ,4?6
o

U

4,725,906,628

328.627.29s

5.054.s33,923

4-5274)LsLl

9,580,330,650
|,620,836

0

0

9.58]..951.496

4,366,829,346

359,077,282
0

4.725.906.628

Molor
Vehlcles

102,215,981
12,209,628
t4.642.660l,

89,170,047

7 .710.536
t4.642.6601
92.237.923

DaAsAn

Molor
Vehlcles

102,215,981
0
0

0

r 02.2 r 5.98 r

8t,894,841

7,275,206
0)

89.170,047

Plonl &
Mochlnery

&Equlpmenl

58s,648,85 r

12.626,727

0

598.275.578

482,193,251

10. r 30.839

492.324.091

105J5IJAZ

wtP

36,6\8,7l3
6,350,365

I
42.979.O79

0

0

s

a.ili-u_1

IOTAI.

1t ,67 t ,986,421
31 ,196,720
14.642.6601

I 1.698.540.481

5,630,775,558

368.8 r 5.568
t4.642.660l|

5.994.949.466

sJ03-59r0r5

leosehold Fenclng Buildlng ond
tond DrlvewoYs Groln Sllos

&civll wotks

9.581.951.495 109.782.950

.rly, Plonl ond Mochinery (KShs) - 2019

leosehold Fenclng Buildlng ond
lond DrlvewoYs Groln Silos

&clvll works

943,12t,270
0

a

a

2-)20.

683

I

422,430,110
0
0

0

422.430.110

139.948,460

8,766,532
0

t 48,714.992

Plonl &
Mochlnery

&Equlpmenl

546,145,872
29,514,005
9.988,97 4

0

585.648.851

473,253,536

8,939,715
0

482.193.251

WIP

5l ,41 4,7 59
(4,807,0721
(9.988,97 4l

0

36.618.713

0

0

0

36-61 BJ I 3

IOTAI.

\,645,658,652
26,327,769

0

0

1t ,67 | .986.421

5,233,846,867

396,928,691
0

5.630.775,558

L0_+1]10-862''L,7ZL1,!=LZ 4,910pJ4&46 r3Q45r35 -103.4s5-600
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I l. lnlongible Asseis

?o2n
Kshs

cosT
At July I 2019
Addition
At 30rh Jvne 2O2O

AMORTISATION
At July 1 2019
Chorge for lhe yeor
At 30th June 2O2O

Nel Book Volue ol 30rh June 2O2O

?s2a
Kshs

(o)Composilion of stocks
LocolWhite moize
Beons
Wheol
Costor seeds
Poddy
Locolmilled rice
Wimbi
Green Groms
Ferliliser
Pockoging Uogs (Jute/RR)
lnseclicides
Totol
(b)slock ol consumobles
Iotol
Less:

Provision for stock shrinkoge 12.2%)

201i

12. lnvenlories

The closing slocks of commodilies volued ot Kshs 202,213,152 (2018/2019 Kshs 402,684,0301
wos composed of the following:

32,694,295
798,365

33.492.660

28.809.889
2,156,166

30.966.055
2-'aAAAi

0
974,709

640
73,824,190
29.941.618

7,880
9,750

63,121,414
16,796,811

1 3,1 70
184.6?0.182

84,132.446
268,822,628

2,282,237
"t10.722.850

l58,0t ,z7!

160.078
35,933,464

| ,t 61 ,7 52,135
r r5,668,007
233,817 ,771

1,547,331,455

988,840.929
558-490-r2h

38

Kshs

32,006,O91
688,204

32.694,29s

26.413,865
2,396,024

28.809.889
3,8a4CI6

108,440,513 107 ,7 52,281

2ol9_
Kshs

10,667,6s5
1,947,285

0
640

140,593,525
12,916,693

55,640
8,802, r 60

224,470,331
27,264,234

12,174
426.730.337

8s,988,212
512,718,549

2,282,237
r 10.034.518
4A2J84*030

r 60,078
35,933,464

1 ,211 ,512,815
|9,676,937
214,927 ,885

1,582,31"1,179

991,464.409
599A4AJn

13. Trode ond Olher Receivobles

Provision for obsolete consumoble
stock
Tololprovision
Tolol closing slock of yeor end

Former Associoted Compony
Debtors for imported Wheot
Trode Deblors
Stoff Debtors
Sundry Debtors ond Prepoymenls
Tolol
Less: Provision for bod ond doubtful
debts(b)
Nel Trqde ond Olher recelvobles
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(b) The provision for bod ond Doubtful debts
Comprise the following:

Associoted Componies
Debtors for imported Wheol
Other lrode deblors
Stoff debtors
Sundry deblors
Tolql cumulolive provision

160,o77

35,933,464
793.527.186

95,254,155

fi2na-051
988j40J34

160,078
35,933,464

860,1 05,028
56,O50,716

322)5)2r
?ilAAAAOA

(s79,17 6,8721
222,049

2.t65,625
(57 6.789.1981

0 I9t,916,638
99q r 9r.9r 6.638

9,813,834,267
(829,383,4611

862.291.079
9.8/.6.741.886
9.804.211.262

0
9.804.211.262

778,563,1?5

Al June 30, the ogeing onolysis of the gross lrode debtors wos os follows:
2020 2019
Kshs Kshs

Less thon 30 doys 3,214,471

Between 30 ond 60 doys 6,461,172
Between 5l ond 90 doys 2,181,560

Belween 9l ond I 20 doys 4,125,827

Over I 20 doys | ,145.7 69 .lO3
u_ilJs2$s

14. Governmenl Deblors - New Agency A/c

The breokdown of omounts oulstonding in relotion to eoch octivity os well os remittonces
from Government during the yeor is summorized here below:

Cumulollve Amounls Nel bol. due Nel bol. due
omounls Due Received 30th June. 2020 30th June 2019

KShs Kshs Kshs Kshs

(o) Sholegic Grqin Reserve(old A/c)
Bolonce B/F
Direct expenses for the Period
Sub Tolol

(b) Fomine Reliel Progromme
Bolonce B/F
Direcl expenses for lhe Period
Storoge chorges
Sub Iolql

@ GOK lTselecled Depols lor Fomlne
Relief
Bolonce B/F
Direcl expenses for the Period
Sub Tolol

(d) Shogetlc Groln Reserve(New A/c)
Bolonce B/F
Direcl expenses for the Period
Storoge chorges
Sub Tolol
Iolol(o+b+c+d)
Less soles proceeds from sole of
returned gunnies

l9r.916.638

342,341,936
0

342.U1.936

(444,279,4861
222.049

2.165.625
(44r.89t.813)

191,916,638
0

134,897,385
0
0

134.897.385

U

I ,0 t 0,48 I ,930
0

r.010.481.930
1.r45.379.315

0

0
0

342,341,936 342,341,936

00
u2.341.936 U2.341.936

9,813,834,267
l8 r .098,469
862.291.079

10.857.223.815
10.949.590.s77

(650,7 | 4,641l
32s,073

205. r 0.081
t444.279.4871

I 9l ,9 I 6,638

I
r 91.916.638

I 1 ,7 16,709 ,227

12,636,709,6581
733.834.698

9.813.8U,267
9.903,813.354

0
9.903.813.354

528,56s, r 9sProvrsion for bod & doubtful debts
Nel oulstonding bolonce -30Th

June. 2020 ? 2:inaJ!s 92752s0)5i_

(e) Provision for bod ond doublful debts on GOK ogency relotes to old debts which hos been oulslonding for
long ond is to be wrilten off over o period of four yeors.

Accumuloled provlslon b/f 628,563,195 478,563,195
provision for lhe period 150,000.000 150.000.000

Iolol provlsion os ol3Orh June 2020 71=q.'!{3-lti 428-.{4Lll5
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15. Governmenl Debtors - MOA Ferlilizer A/C

During the yeor the Boord hondled ond sold ossorted quontities of fertilizers of subsidized
price ond the outstonding subsidy from GOK is os shown below.

15. Bonk ond Cosh Bolonces

The omount of Kshs 3,788,709,213 represents bonk bolonces ond cosh in hond held in the
Boord's Cosh Offices ot Heod Office ond Cosh in tronsit os ot 30th June 2020.

2020 2019

Kshs Kshs

Cosh ot Bonk 3,782,07 | ,219 4,037 ,872,639

Cosh in hond 2,834,315 1,339.310

Cosh in tronsit 3,803,677 31.554.200

Tololcosh ol Bonk ond in hond 3J88J3r22l3 AAT0JLA)A9

Bolonce B/F
Add cost for the yeor

Less: Amount received during the yeor
Bolonce due lrom GOK

The moke - up of bonk bolonces is os follows:
Detoiled onolysls of lhe cosh ond cosh equivolenls

Finonciolinslilulion Accounl number
o) Current occounl

KCB, Coop bonk,
Consolidoted bonk ond
Tronsnotionol Bonk .]04 

Bonk A/Cs
Cosh in tronsit
cosh in hond
Sub- tolol

b)bonk Overdrofl
Tolol cosh ond cosh
equivolenls

2020
Kshs

LsliJl_il)_t
211 ,453.721

7,805,229,832

567,233.730
723t-99A)02

2019
Kshs

7,548-fi4fi4
L381.593.928
8,930,080,656

r.336.304.555
z-stiJ7ril),

KShs

4,037,872,639
3r,554,200

I .339.3 r 0
4.070,766.149
(544,116,930)

KShs

3,782,07 | ,219
3,803,677
2,834,315

3J38J092]jt
(s,437 ,3s9,7391

t1!18-650.520 3-52[n$21i

I7. CAPITAL FUND

Bolonce B/F 63IAJA2J12 _A3o4JA2J72

I8. REVALUATTONRESERVE

The revoluotion reserve relotes to the revoluotion of items of properiy, plont, ond equipment.
The incorporotion of the new volues of ossets resulted to o net revoluotion goin of Kshs

6,889,998,967 ond together with brought forword bolonce increosed revoluotion reserve to
Kshs 9,589,422,793

NET OPERATING PROFIT

The Boord recorded o Net Operoting Loss of Kshs. 
.l,098,935,685 during the period under

review on its commerciol octivities. The Loss hos been tronsferred to the Revenue Reserves
Account leoving o debit bolonce of Kshs. B,5l 9,830,.l 37 os shown below;

t
./
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NATIONAL CEREALS AND PRODUCE BOARD
ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3OTH JUNE 2O2O

J
2020
Kshs
(7 ,568,e7e,3771
(r,098.93s.685)

2019
Kshs
(6,85r,7r7,305)

L7 t7 .262,0721
Bolonce B/F
Net loss/profit for the period

20.

21

Bolonce ot beginning of the yeor
Domesiic borrowings during the yeor
Tronsferred to overdroft focility

Bolonce ol end ol the period

22. Trode Credilors ond olher Poyobles

Trode poyobles
Creditors - owing to formers
Creditors - sioff
Sundry creditors ond provisions
Trode creditors ond provisions

Provision for leove poy
Bolonce of beginning of the yeor
Additionol provision ot end of yeor
Leove token during the yeor
Bolonce ot end of the yeor

Bolonce B/F
Soles for the yeor

Gi6ZJL5.062) a-saa2n3il)

BANK OVERDRAFT
The Boord hos o stondby overdrofl focility of Kshs.615 million with the Kenyo Commerciol Bonk
Limited to supplemeni working copitol. The bolonces os ot 30th June 2020 were os follows: -

Moin Bonk A/c

SHORTTERM LOAN
Furlher the Boord hos stonding odditionol short-term loon focility with Kenyo Commerciol
Bonk of Kshs 4.1 billion. The omount wos tronsferred to overdroft os follows: -

2020
Kshs

sa3r,35?82

2020
Kshs

4,r33,r53,127
0

(4.133,153,127)

a

2020
Kshs

67 4,7 68,324
r ,08 r ,973,6 r 8

10,358,451
r.r32.839,40r
2-899-9i9.J35.

2019
Kshs

s4l.r16.rit0

2019
Kshs

4,246,000,000
0

(1\2.846.8731
rLIiBJSrLr2T

4,462,649,527
7 52.363,484

5,2I5,0r3,0r r

U

2019
Kshs

1,744,818,742
\,145,051,242

r r,337,833
1 ,263,411 ,934
4JA4.619J57

0
14,272,584

0
a

3,707,840,910
7 54.808.6\7

4,462,649,527
0

0
0

a
o

Provision for onnuol leove poy is bosed on services rendered by full-iime employees up to
the end of the yeor.

23. Credilors - Due lo GOK - Ferlilizer Soles

[ess: Remittonces
Amount owed lo GOK ol yeor
end s2r.Loxlol_I 4AA2-649-522

24, Governmenl morket lnlervenlion A/c
The bolonce in this occount relotes to 1994/1995 moize intervention ond subsequent moize
export tronsoctions in 1995/95 ond 1996197. As ot Bolonce sheet dote there wos still o retoined

)4l
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surplus of Kshs 174,063,028 to be offset ogoinst other GOK debis which ore still under review os
shown below,

2020 2019
Kshs Kshs

Bolonce due lo GOK os ol yeor end 114,0A3.02,3 114.943.924

25. Governmenl Agency Accounl- operoling Resulls (Old Account)
Prior to liberolizotion in groin morketing in December 1993 the Boord used to receive cereols
from overseos under either Food Aid or Loon Progroms on beholf of the Government of Kenyo. A
formol Agency Agreemeni thot is still in force wos entered into on lSrh Jonuory 1990 between
the GOK ond the Boord. The ogreement stipuloted terms ond conditions os well os the
occountobility procedures to be observed by the Boord for these commodities. An Agency
Commission of 8% of soles volue wos chorged to meet the Boord's monogement ond overheod
costs. The bolonce held on beholf of the Government os ot 30th June 2020 remoined the some
os in previous yeor.

2020 2019
Kshs Kshs

Bolonce due to GOK os ot yeor end f4iL1r5-0,U 14illl5J3,

26. Credilors - Due lo GOK on SGR moize soles

27

28.
(o)

Bolonce due lo Gok ol period end 4415.015"082 5AL|2A9JJ2

TAXATION
NCPB is o toxoble orgonizotion ond lncome Tox Returns hove been filed with the Commissioner
of lncome Tox up to the yeor of income ended 30th June 2020, which reflected o cumulotive
toxoble loss omounting to Kshs.8,619,830,137. However, Kshs 964,765.588 represents VAT orreors
poyoble to KRA on provision of ogencies services to GOK.
NOTES TO THE STATEMENT OF CASH FLOWS
Reconciliotion of operoting profit/ (loss) to
Cosh generoted from/ (used in) operotions

Bolonce B/F

Soles for the yeor

Less: Remittonces
Moize collections for tronsport costs

Operoting profit
Add bock
Depreciotion
Amortisotion
Provision for Stock Shrinkoge
Provision for bod ond doubtful debts
Goin on disposolof Fixed osset
Operoting profit/(loss) before working copilol
chonges
(lncreose)/decreose in Trode debtors ond other
receivobles

(lncreose)/decreose in inventories
Increose/(decreose) in trode ond other poyobles
Increose/(decreose) in Bonk Loon
Cosh generoled from/(used in) operotions

197,906.495

81.917.27$ (117.779,172)

487,738,466 1,959,740,801

5,067,269,912
8.206.018.454
13,273,288,366
8,8s8.213,284)

2020
Kshs

( r,098,935.685)

368,8 r 6,558
2,156,166

688,333
r50,000,000
(4,642,660)

243,895,920
(r,r64,5rr,302)
(4,133,153,127)
(5,147.947.3211

3,224,248,932
r.843.020.980
5,067,269,912

0

a
a

2019
Kshs

(717,262,O72)

396,928,69l'
2,396,024
2,251,690

1,230,577,428
167 ,555,017

(112,846,873)
3,127,247,201
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(b) Anolysis of cosh ond cosh equivolents

Cosh of bonk
Cosh in hond
Cosh in Tronsit
Bonk Overdroft
Cosh ond cosh equivolenl ol yeor end

RELATED PARTY DISCLOSURES

Tronsoctions with reloted porties

(o)Soles lo reloled porlies:

Soles to government Porostolols
Soles to county Governments
Tolol

(b)Expenses incurred on beholf of reloled porly:

Poyment of solories ond woges

(c) Key Monogemenl Compensolion

Directors Expenses
Compensolion to Key Monogement stoff
Tolol

30. CONTINGENT TIABILITIES

Bonk guorontees
Legolcloims ogoinst the Boord
Totol

3,782,071 ,219
2,834,315
3,803,677

t5a31352Ji9)
[&&r$-525)

2020

16,229,825

4,037,872,639
I ,339,3 r 0

3 t ,554,200
1544,116,9301

3.526-64'.21t

Kshs
U

0
0

Kshs
0

o
0

2019

a fls.a92sja

17,242,394
25,223,220
42445*il4

r 9,844,000
422,717 ,7 \9
442,561,717

4.294,000
422,717 ,719
427,011 ,7"t9

The Boord hod contingent liobilities omounting to Kshs. 442,561 ,719 os ot 30th June 2020 due
to pending disputes with suppliers of goods ond services, togeiher with other individuols who
hove filed courl coses ogoinst the Boord for vorious reosons.

3I. FINANCIAL RISK MANAGEMENT

The Boord's octivities expose it to o voriety of finonciol risks including credit ond liquidiiy risks

ond effects of chonges in foreign currency. The compony's overoll risk monogemeni
progromme focuses on unpredictobility of chonges in the business environment ond seeks
lo minimise the potentiol odverse effecl of such risks on its performonce by setting
occeptoble levels of risk. The compony does not hedge ony risks ond hos in ploce policies to
ensure thoi credit is only extended io customers with on estoblished credit history.

The compony's finonciol risk monogement objectives ond policies ore detoiled below:
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(i) Credil rlsk

The Boord hos exposure to credit risk, which is lhe risk lhol o counterporty will be unoble lo poy

omounls in full when due. Credit risk orises from cosh ond cosh equivolents, ond deposits with

bonks, os well os trode ond other receivobles ond ovoiloble-for-sole finonciol inveslments.

Monogemenl ossesses the credit quolity of eoch customer, toking into occount its finonciol
position, post experience ond olher foclors. lndividuol risk limils ore sel bosed on internol or

exlernol ossessment in occordonce wilh limits set by the direclors. The omounts presented in lhe
slotemenl of finonciol posilion ore nel of ollowonces for doubtful receivobles, eslimoted by lhe
compony's monqgement bosed on prior experience ond lheir ossessment of the cunent
economic environmenl.

The receivobles lhol ore post due dote relote lo trode receivobles overdue belween 30-120

doys. The receivobles ore not impoired ond continue to be poid, however o provision for bod
ond doubtfully debts is provided ond is deolt wilh in lhe lncome slotemenl.

The boord of directors sets the compony's credit policies ond objeclives ond loys down
porometers wilhin which lhe vorious ospects of credit risk monogement ore operoled.

ii) Liquidily risk monogemenl

Ultimole responsibility for liquidity risk monogemenl rests wiih the Boord's directors, who hove
built on oppropriole liquidity risk monogemenl fromework for the monogement of lhe Boord's
short, medium ond long-term funding ond liquidity monogemenl requiremenls. The Boord

monoges liquidity risk by moinloining odequole reserves (cosh ond bonk bolonce), reserve

borrowing focilities by through continuous monitoring of forecosts ond ocluol cosh flows ond
motching lhe molurity profiles of finonciol ossels with liobilities.

(iii) Morket risk

The boord hos pul in ploce on inlernol oudil ond Complionce funclion lo ossist it in ossessing the
risk foced by the enlity on on ongoing bosis, evoluole ond lesl the design ond effectiveness of
its internol occounting ond operolionol controls.

Morket risk is the risk orising from chonges in morkel prices, such os interesl rote, equily prices

ond foreign exchonge rotes which will offecl lhe Boord's income or the volue of ils holding of
finonciol instruments. The objective of morkel risk monogemenl is lo monoge ond conlrol
morket risk exposures within occeptoble poromelers, while oplimising lhe return. Overoll
responsibilily for monoging morket risk resls wilh the Audit ond Risk Monogement Committee.

The compony's Finonce Deportment is responsible for the development of detoiled risk

monogemenl policies (subject lo review ond opprovol by Audit ond Risk Monogemenl
Commitlee) ond for ihe doy lo doy implemenlolion of those policies.

There hos been no chonge to lhe Boord's exposure lo morket risks or the monner in which it
monoges ond meosures lhe risk.

o) Foreign currency risk

The Boord hos tronsoctionol currency exposures. Such exposure orises lhrough purchoses of
goods ond services thot ore done in currencies olher thon the locol currency. lnvoices
denominoied in foreign cunencies ore poid ofler 30 doys from the dole of the invoice ond
conversion ol the lime of poymenl is done using the prevoiling exchonge rote. The effecl of
such tronsoctions ore minimol becouse they ore few, however the resull is deolt with in the
income slotement eilher os o loss or o goin.
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b) lnleresl role risk

lnierest role risk is lhe risk thot lhe Boord's finonciol condition moy be odversely offected os o
resull of chonges in inleresl role levels. The compony's interesl rote risk orises from bonk inlerest
rote chorge on short borrowing. Since the Boord working copilol hos been significontly eroded.
it is forced lo rely on expensive shod-lerm borrowing from bonks but on negotioted lerms. This

exposes lhe compony to cosh flow interest role risk. The inlerest rote risk exposure orises moinly
from inleresl rote movements on the compony's bonowings.

To monoge the interest role risk, monogement hos endeovoured to bonk wilh inslilutions
thot offer fovouroble interest rote chorges ond with negotioble terms.

iv) Copilol Risk Monogemenl

The objective of lhe Boord's copitolrisk monogement is 1o sofeguord the Boord's obility to
continue os o going concern. The Boord copitol structure comprises of the following funds:

2020 2019
Kshs Kshs

Revoluolion reserve 9,589,422,793 9,589 ,422,793
Retoined eornings (8,667 ,915,0621 (7 ,568,979,377)
Copilolreserye 6,304.142.172 6,304,142.172

Tololfunds 7,225,649,903 8,324,585,588

Tolol borrowings 5,437,359,739 4,677,270,057
Less:cosh ond bonk bolonces 3,788,709,213 4.070.766.149

Net debl/(excess cosh ond
cosh equivolenls) [L648-650J2O (.6ftlO3.rOB)

Georing (23%) (7%)

INCOPORATION

The Boord is incorporoted in Kenyo under lhe Act of Porlioment is domiciled in Kenyo.

EVENTS ATTER THE REPORTING PERIOD

Ihere were no moleriol odjusting ond non- odjusting events ofter the
reporting period.

CURRENCY

The finonciolslotements ore presented in Kenyo Shillings (Kshs).
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NATIONAI, CEREALS AND PRODUCE BOAITD

ANNUAL REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30,2020

xIx. APPENDIX 2: INTER'ENTITY IRANSFERS

FY l8/19

Amounl (KShs)Receipt No.Received FromDote
978,086,2!7.5552A4208049MOALF

1,326,000,000.0052A4208511MOALF74-71-L8
368,733,172.3052A420852sMOALF14-11-18
932,670,330.40MOALF s2A422692620-12-78

69,077,572.0052A4240767MOALF15-02-19
200,828,332.00s2A4245902MOALF0s-03-19
296,L02,678.4552A42s2s78MOALF26-O3-1,9
1.47,964,922.3552A4260433MOALF10-04-19
152,506,380.45MOALF s2A42604771.2-04-L9
175,000,000.0052A4283672MOALF30-05-19
238,584,985.6052A4283681,MOALF30-05-19
2L5,925,385.1O52A4299248MOALF28-06-19
109,998,720.0052A4240L7LMOD& ASALt5-02-19
30,720,000.0052A4240775MOD& ASAL15-02-19
31,200,000.0052A42992s5MOD& ASAL26-06-19
28,080,000.00s2A4299239MOD& ASAL28-06-19

5,301,578,636.20Total

Breok down of Tron sfers from lhe Stole De nt of riculture ond Devolulion ond Plonn

The purpose ond FY lo which lhe omounts
relole

13-11-18 Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Tra ort Cost

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of SFR Maize

Purchase of 57 1Ba of White Maize

Purchase of 16,000 Ba of White Maize

Purchase of Ba s of White Maize

Purchase of 27,000 Ba s of White Maize

The obove omounts hove been communicoled to ond reconciled wilh the respective Minislries

Finonce Monoger
NCPB

Sign

Heod of Accounting Unit
Ministry of Agriculture

Sign

Heod of Accounling Unit
Ministry of Devolution ond
Notionol Plonning

Sign

{r -i

7


