


















































































































































































































































National Cereals and Produce Board
Annual Report and Financial Statements for the year ended June 30, 2023

Notes to the Financial Statements (Continued)

u) Provision for staff leave pay
Employees’ entitlements to annual leave are recognized as they accrue to the employees. A provision

is made for the estimated liability for annual leave at the reporting date.

v) Exchange rate differences
The accounting records are maintained in the functional currency of the primary economic environment
in which the Board operates, Kenya Shillings. Transactions in foreign currencies during the year/period
are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are re-measured. Any foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange rates of

monetary assets and liabilities denominated in foreign currencies are recognized in profit or loss.

w) Budget information
The original budget for FY 2022-2023 was approved by the National Assembly and subsequently

cascaded and the parent ministry communicated the approval on 30" January 2023.
There were no subsequent revisions or additional appropriations in the course of the year.

The Board’s budget is prepared on a different basis to the actual income and expenditure disclosed in
the financial statements. The financial statements are prepared on accrual basis using a classification
based on the nature of expenses in the statement of financial performance, whereas the budget is
prepared on a cash basis. The amounts in the financial statements were recast from the accrual basis to
the cash basis and reclassified by presentation to be on the same basis as the approved budget. A
comparison of budget and actual amounts, prepared on a comparable basis to the approved budget, is

then presented in the statement of comparison of budget and actual amounts.

The variance between the actual and budgeted amounts for each item in the income statement is

explained as shown in item XVII.
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Notes to the Financial Statements (Continued)

x) Comparative figures

Where necessary comparative figures for the previous financial year have been included to conform to
the required changes in presentation.

y) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 2023.

z) Stocks of consumable stores and Supplies
The accounting procedure for consumable supplies and stores that are centrally purchased is that items
are initially coded to respective control accounts for these stocks at the time of procurement and the
cost expensed/charged at the time of dispatch to the respective user budget centres. This policy ensures
that budget centres are only held responsible for the expenditure directly related to what they have
requisitioned and consumed.

aa) Agency fees/Commission
The rates applicable for various services and facilities that were mutually agreed upon the principal

(GOK) and the agent (NCPB) have been in force since 12" November 2002 is as follows:

Rate
Nature of Service/facility Kshs/Percentage
i) Storage 4.80 per bag per month
ii) Quality maintenance 5.00 per bag per month
iii)Commission on Purchasing 115.00 per bag
iv) Commission on releases 25.00 per bag
v) Commercial sales commission 9% of sales value
vi) Commission on transport 10% of transport cost

vii)Commission on commodity handling 10% of handling cost

(Direct costs)
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Notes to the Financial Statements (Continued)

5. Significant Judgments and Sources of Estimation Uncertainty

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

liability affected in future periods.

a) Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year. The Board based its assumptions
and estimates on parameters available when the financial statements were prepared. However,
existing circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the Board. Such changes are reflected in

the assumptions when they occur.

b) Usecful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

e The condition of the asset based on the assessment of experts employed by the Entity

e The nature of the asset, its susceptibility and adaptability to changes in technology and

processes
e The nature of the processes in which the asset is deployed
e Availability of funding to replace the assets

e Changes in the market in relation to the asset
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Notes to the Financial Statements (Continued)

¢) Provisions

Provisions were raised and management determined an estimate based on the information

available

Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date.

Provision for bad and doubtful debts has been made on the basis of specific debts and consists
of 100% specific provision for some debtors and a general provision of 7.5% of all other
outstanding trade debts at the balance sheet date.

Provision for stock shrinkage is computed at a rate of 2.2% of value of the year’s purchases.
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Notes to the Financial Statements (Continued)

6. Revenue

Description

Sales of Local White Maize
Sales of Rice

Sales of Paddy

Sales of Wheat

Sales of Gunnies
Sales of seeds

Sales of Beans

Sales of Green Grams
Sales of Insecticides
Sales of Fertiliser
Total

There was an increased Fertilizer sales due to governments subsidy programme

7. Cost of Sales
Description

Opening stocks

Purchase

Milling Costs

Provision for stock shrinkage (2.2%)

Closing Stocks
Total

2022-2023
Kshs
145,773,555
260,641,157

0

0

3,159,569
59,801,370
45,380,030
17,758,980

0
6.043.821.005
6.576.335.666

2022-2023
Kshs
867,933,173
5,996,734,403

9,060,362
851,654,953
6.022.072.984

2021-2022
Kshs
1,528,588,725
275,751,963

0

1,423,360
2,344,533
23,895,625
182,641,790
7,087,360
1,298,000
2,019,827.639
4.042.858.995

2021-2022
Kshs
1,259,062,387
2,920,599,243

12,611,425
867,933,174
3.324.339 881

There was a significant increase in fertilizer purchases during the year which was a large component

of purchases figure

8. Tinance Income

Description

Interest from Commercial Banks
Total

2022-2023

Kshs
225,601,328

225,601,328

24

2021-2022

Kshs
170,269,383

170,269,383
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9. Other Income

Description

Weigh bridge charges
Bagging and handling charges
Cleaning charges

Rental charges

Warehousing Receipt

Drying and fumigation

(b) Agency services
Gok agency remuneration
Agency commission from inputs

(¢) Sundry income
Insurance compensation
Sale of tender documents
Sale of obsolete materials
Other miscellaneous income
Other fee and charges

Total

10. Other Gains and Losses

Description
Gain on sale of fixed assets
Total

2022-2023
Kshs
18,690,083
26,787,905
1,771,435
434,913,133
6,499,689
249.788.040
738,450,286

2,364,071
2,364,071

1,781,179
160,482
416,706

60,181,046

62,539,413
03.353.77

2022-2023
Kshs
(986,152)
(986,152)

25

2021-2022
Kshs
17,849,415
21,953,152
7,165,883
456,653,738
2,762,833
14.440,517
520,825,538

0

933,359
852,343
199,208
188,916,398

190,901,308
711,726.84

2021-2022
Kshs
1,410,798
1,410,798
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Notes to the Financial Statements (Continued)

11. Administration Costs

Description

Staff costs (note 11b)

Directors’ emoluments (note 11c)
Entertainment

Conservancy, light and water
Consumable stores

Insurance

Land rents & rates and siding charges
Maintenance of machinery, furniture & equipment
Maintenance of building, fences, gates, roads and railway sidings
Postage, telegrams and telephone
Printing and stationery

Security expenses

Subscription & Nafaka Newsletter
Uniform and protective clothing
Donations

Bank charges

Audit fee

Legal and other professional fees
Provision for bad and doubtful debts
Depreciation

Amortization

Other Operating Expenses (note 11d)
Total

26

2022-2023
Kshs

1,085,271,722
9,944 815
8,503,381
59,869,956
6,906,297
32,275,819
23,810,136
62,207,319
56,606,057
24,670,303
12,510,843
05,149,422
1,419,757
2,248,128
249,990
7,166,514
2,370,690
24,102,449
261,025,889
1,057,548,092
7,187,006
149,427,344
2,990,471,929

2021-2022
Kshs
1,027,504,907
12,096,544
7,399,191
55,378,382
9,265,598
30,550,712
18,824,526
62,042,593
62,924,027
27,601,634
15,176,254
86,458,663
1,562,765
3,241,447
6,419,970
7,617,388
2,370,690
42,483,809
175,540,987
1,006,548,269
2,941,540
108,994,762
2,772,944,658
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Notes to the Financial Statements (Continued)

11b. Staff Costs

Description
Salaries and wages

Board’s contribution to PF and SSS
Board's contribution to NSSF
Medical expenses

Leave pay and gratuities

Welfare and training

2022-2023

Kshs
805,678,638

75,187,810
4,831,144
96,500,687
21,521,329
81,552,113
1,085,271,722

The average number of employees at the end of the

year was:

Permanent employees — management
Permanent employees — unionisable
Temporary and contracted employees
Total

11c. Director’s expenses

Description
Director’s expenses
Total

11d. Other Operating Expenses

Description
Fumigation expenses

Grain dryers operating costs
Commodity handlings costs

Hired transport (Non-commodities)
Travelling and subsistence
Vehicles running costs

Total

446
154
98

698

2022-2023

Kshs
9,944,815

9,944,815

2022-2023

Kshs
4,651,458

8,457,450
26,772,575
3,720,877
86,150,895
19,674,089
149,427,344

27

2021-2022

Kshs
738,922,937

71,776,131
1,717,200
84,143,740
27,612,508
97,332,391
1,027,504,907

s
iy

B =
=

2021-2022

Kshs
12,096,544

12,096,544

2021-2022

Kshs
8,491,599

4,916,836
12,772,398
5,382,608
61,814,043
15,617,278

108,994,762
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12. Selling and Distribution Costs

2022-2023
Description Kshs
Marketing and Promotional expenses (note 12b) 20,496,087
Other Selling and Distribution costs (note 12¢) 264,250,394
Total 284,746,481

There was a significant increase in distribution cost due to fertilizer transportation

12b. Marketing and Promotional expenses

2022-2023
Description Kshs
Advertising 2,922,948
Shows and exhibitions 17,573,139
Total 20,496,087

12¢. Railway & Road transport costs

2022-2023
Description Kshs
Railway & Road transport costs 264.250.394
Total 264,250,394

13.Finance Costs

2022-2023
Description Kshs
Bank overdraft interest 30,305,751
Total 30,305,751

2021-2022
Kshs
36,521,827
64,445,941
100,967,768

2021-2022

Kshs
6,400,521

30,121,306
36,521,827

2021-2022

Kshs
64,445,941

64,445,941

2021-2022

Kshs
055,870,673

955,870,673

The sharp decline in Overdrafi charges is as a result of non-accumulation of charges in the facilily
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Operating Profit/ (Loss)

Description

The operating profit/(loss) is arrived at after
charging/(crediting):

Staff Costs (Note 12b)

Depreciation of property, plant and equipment
Amortization of intangible assets

Provision for bad and doubtful debts
Directors’ emoluments — fees

Other

Auditors’ remuneration - current year fees
Net foreign exchange loss

Interest receivable

Interest payable

Rent receivable

Income Tax Expense/(Credit)

(a) Current taxation

Description

Current taxation based on the adjusted Profit for the year
at 30%

Current tax: Prior Year Under/(Over) provision

Current year deferred tax charge

Prior Year Under-provision for deferred tax

Total

29

2022-2023
Kshs

1,085,271,722
1,057,548,092
7,187,006
261,025,889
9,944,815
149,427,344
2,370,690

0
(225,601,328)
30,305,751
(434,913,133)

2022-2023
Kshs

= o O O o

2021-2022
Kshs

1,027,504,907
1,006,548,269
2,941,540
175,540,987
12,096,544
1,602,780,162
2,370,690

0
(170,269,383)
955,870,673
(456,653,738)

2021-2022
Kshs

o Cc o o o
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(b)  Reconciliation of tax expense/ (credit) to the expected tax based on accounting profit

2022-2023 2021-2022

Description Kshs Kshs

Profit before taxation (1,723,292,532)  (2,227,856,959)
Tax at the applicable tax rate of 30% 0 0
Current tax 0 0
Prior Year Under-Provision 0 0
Tax effects of expenses not deductible for tax purposes 0 0
Tax effects of income not taxable 0 0
Tax effects of excess capital allowances over

Depreciation/Amortization 0 0
Deferred tax Prior Year Over-Provision 0 0
Total 0 0
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Notes To The Financial Statements (Continued)

Valuation

PPE was valued by Sec & M Co. Ltd independent valuer on Fair value basis on May 2015, these

amounts were adopted on July 2021

Property plant and Equipment includes the following assets that are fully depreciated:

Normal Annual
Cost Valuation  Depreciation charge

Kshs Kshs
Plant And Machinery 65,319,050 8,164,881
Motor Vehicles, Including Motor Cycles 46,315,328 11,578,832
Computers And Related Equipment 28,216,746 3,527,093
Office Equipment, Furniture And 36,160,708 4,520,089
Fittings
Total 176,011,832 27,790,895
15.Intangible Assets
Description 2021-2023 2021-2022
Kshs Kshs

Cost
At July 1 85,424,092 41,314,016
Additions 6,547,443 44,110,076
Disposals (0) (0)

91,971,535 85,424.092
At June 30
Amortisation
At July 1 35,073,689 32,132,149
Charge For The Year 7,187,000 2,941,540
Disposals 0) (0)
Impairment Loss (0) (0)
At June 30 42,260,694 35,073.689
Net Book Value
At June 30 49.710.841 50.350.403

The intangible asset relates to Software acquired for various modules
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16. Inventories

Description

Local White maize
Beans
Asorted Seeds
Paddy
Local milled rice
Green Grams
Cow peas
Fertiliser
Packaging bags (Jute/pp)
Wheat
Total
Less: Provision for stock shrinkage (2.2%)
Net Trading stock
16b) Consumables

Stock of consumables

Less: Provision for obsolete consumable
stock

Total

Total closing stock at year end

2022-2023

Kshs
0

61,370
20,023970
117,009,536
15,334,907
93,345,080
729,555
58,694,335
536,878,920
9,577,280
851,654,953
(21,671,787)
829,983,166

121,030,323
0

121,030,323
951.013.4

16 ¢) Reconciliation of Impairment Allowance for Inventories

Description

At the beginning of the year
Additional provisions during the year
Whritten off during the year

At the end of the year

34

2022-2023
Kshs
12,611,426
9,060,362
0
21,671,787

2021-2022
Kshs
600,315
37,269,290
5,707,437
136,127,272
9,637,935
4,056,487

129,946,346
544,588,092

0
867,933,174
(12,611,426)
855,321,748

102,396,549
0

102,396,549
957,718,297

2020-2022
Kshs
137,929,168
12,611,426

(137.929.168)

12,611,426
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17. Trade and Other Receivables
Description
Trade receivable Note 17(b)
Former Associated Company
Debtors for imported Wheat
Receivables
Staff Debtors
Sundry Debtors and Prepayments
Gross trade receivable
Provision for Bad And Doubtful Receivable
Net Trade Receivables
Other receivables
Government Debtors — New Agency Alc
Note 17 (¢)
Government Debtors - MOA Fertilizer A/IC
Note 17 (d)
KNTC Fertilizer Ac Note 17 (€)
Total trade and other receivables

2022-2023
Kshs

160,078
35,933,464
1,274,984,781
117,578,943
1.302.731.150
2,731,388,416
(1.077.645.206)
1,653,743,210

1,083,568,906
3,476,642,653

135.264.890
6,349,219,661

The provision for bad and Doubtful debts comprises the following:

Associated Companies

Debtors for imported Wheat

Receivables

Staff debtors

Sundry debtors

Total cumulative provision

17 (b) Trade Receivables
Gross Trade Receivables

Provision for Doubtful Receivables

Net Trade Receivables

At June 30, the ageing analysis of gross
Trade Receivables was as follows:

Less than 30 Days

Between 30 and 60 Days

Between 61 and 90 Days

Between 91 and 120 Days

Over 120 Days

Total

35

160,077.50
35,933,463.80
804,100,612
95,397,476
142,053,577
1,077,645,206

2.731,388,416
(1,077,645,206)
1.653.743.210

226,360,345
12,284,777
1,619,725
182,097
2.490.941.472

- =

2,731,388.416

2021-2022
Kshs

160,078
35,933,464
1,144,003,218
118,716,648
484.192.935
1,783,006,342

992.652.883
790.353.459

1,249,767,546
4,735,666,409

0
6,775,787,416

160,077.50

35,933,463.80
792,207,349.66
95,482,803.72
68,869,188.35
992,652,883.03

1,783,006,342

(992.652.883)
790.353.459

34,700,297
3,272,455
1,238,995
3,380,527

1,740.414.069

—r e

1,783,006.343
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17 (¢) Government Debtors — New Agency A/c
The breakdown of amounts outstanding in relation to each activity as well as remittances from

Government during the year is summarized here below:

Cumulative Amounts Net bal. due Net bal. due
amounts Due Received 30th June. 30" June 2022
KShs Kshs 2023 Kshs Kshs
(a)  Strategic Grain Rescrve (old A/c)
Balance B/F 342,341,936 0 342,341,936 342,341,936
Direct expenses for the Period 0 0 ] 0
Sub Total 342,341,936 a 342,341,936 342.341.936
(b)  Famine Relief Programme
Balance B/F (632,819,283) 0 (632,819,283) (632,819,283)
Direct expenses for the Period 8,895,074 0 8,895,074 0
Commision charges 939,852 0 939.852 0
Sub Total (622,984,358) 0 (622,984,358) (632.819,283)
@ GOK  17selected Depots  for
Famine Relief
Balance B/F 191,916,638 0 191,916,638 191,916,638
Direct expenses for the Period 0 0 0 0
Sub Total 191,916,638 0 191,916,638 191.916.638
(d)  Strategic Grain Reserve (New A/c)
Balance B/F 2,347,114,195 2,347,114,195 5,827,047,293
Direct expenses for the Period 0 0 0 (3,479,933,098)
Storage charges 0 0 0 0
Sub Total 2.347,114.195 0 2347.114,195 2,347,114.195
Total(a+b+c+d) 2,258,388.411 0 2258388411 2,248.553.486
Less sales proceeds from sale of
returned gunnies 0 0
2258388411  2,248,553.486
Provision for bad & doubtful debts 1,174,819,506 998,785,941
Net outstanding balance -30th
June. 2023 1.083,568,906 1,249,767,545

(€) Provision for bad and doubtful debts

long and is to be written off over a per

Accumulated provision b/f

Provision for the period

iod of four years.

298,785,941

176,033,565

on GOK agency relates to old debts which has been outstanding for

822,752,376

176.033.565
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17 (d) Government Debtors - MOA Fertilizer A/C

During the year the Board handled and sold assorted quantities of fertilizers at subsidized price and

the outstanding subsidy from GOK is as shown below.

Balance B/F
Add cost for the year

Less: Amount received during the year

Balance due from GOK

17 (¢) KNTC

2023

Kshs
4.735.666.409
2,679,924,144
7,415,590,553
(3.938.947.900)

3.476.642.653

2022
Kshs

11.637
782,760,000

8,045,271,637
(3.309.605.228)
4,735.666.409

During the year the Board handled and sold assorted quantities of fertilizers at subsidized price and
the outstanding amount from KNTC is a KShs 135,264,890 as analysed below

Balance B/F
Add cost for the year

Less: Amount received during the year

Balance due from KNTC

18. Tax Recoverable

Description

At beginning of the year

Income tax charge for the year (Note 16)
Under/(Over) Provision in prior year (Note 16)
Income tax paid during the year

At end of the year

The amount was in relation to withholding taxes remitted at source during the period

2023

Kshs
0

268,633,510
268,633,510

133,368.620

135.264.890

2022-2023

Kshs

18,468,406

0
0

18.931.085
37,399,491

= =2 o e

k=

2021-2022
Kshs

0

0

0

18.468.406
18,468,406
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Notes To The Financial Statements (Continued)

19. Bank and Cash Balances

The amount of Kshs 3,618,335,914 represents bank balances and cash in hand held in the

Board’s Cash Offices at Head Office and Cash in transit as at 30* June 2023.

Description 2022-2023 2021-2022
IKshs I(shs
Cash at bank 3,616,688,775 4,405,717,035
Cash in hand 801,360 9,158,111
Cash in transit 845.779 661.119
Total 3.618.335.914 4.415,536.265
The bulk of the Cash at Bank was held at Cooperative Bank and KCB Bank
Detailed analysis of the cash and cash equivalents
Description 2022-2023 2021-2022
Account '
Financial institution number Kshs Kshs
a) Current Account
KCB, Coop banlk, Consolidated bank and 104 Bank A/Cs 1,116,688,775 1,855,717,035
Transnational Bank
b) Staff car Loan 0 50,000,000
¢) Fixed deposits 2,500,000,000 2,500,000,000
d) Others
Cash in transit 845,779 661,119
Cash in Hand 0 0
M-pesa Account 801,360 9,158,111
Sub- Total 3,618.335,914 4,415,536,265
&) Bank Overdralt (5,035,677,857)  (5,005,248,365)
Total cash and cash equivalents (1.417.341.943) (589.712.100)
20. Capital Fund
Description 2022-2023 2021-2022
Kshs Kshs
Balance B/F 6.304,142.172 6,304.142.172

38



National Cereals and Produce Board

Annual Report and Financial Statements for the year ended June 30, 2023

21. Revaluation Reserve

The revaluation reserve relates to the revaluation of items of property, plant, and equipment

carried out in the year 2015 and incorporation of the new values of assets resulted to a net

revaluation gain of Kshs 14,233,513,389 and together with brought forward balance increased

revaluation reserve to Kshs 23,822,936,182

22. Retained earnings

The Board recorded a Net Operating Loss of Kshs. 1,723,292,532 during the period under
review on its commercial activities. The Loss has been transferred to the Revenue Reserves

Account leaving a debit balance of Kshs. 15,747,853,335 as shown below;

Balance B/F

Net loss/profit for the period

23. Bank overdraft

The Board has a standby overdraft facility of Kshs.615 million with the Kenya Commercial Bank

Limited to supplement working capital. The balances as at 30th June 2023 were as follows: -

Main Bank A/c

24. Trade and Other Payables
Description

Trade payables
Creditors — owing to farmers

Creditors — staff
Sundry creditors and provisions

GOK on fertilizer Sales Note 24b

GOK on past market intervention Note 24¢
GOK Agency Programme (Old A/c) Note 24d
GOK on SGR Maize sales Note 24e

Total

39

2023 2022
Kshs Kshs
(14.024.560.803)  (11.796.703.845)
(1.723.292.532) (2.227.856,959)
(15.747.853335)  (14.024.560.803)
2023 2022
Kshs Kshs
5.035.677.857 5.005.248.365
2022-2023 2021-2022
Kshs Kshs
526,366,632 577,404,487
516,677,240 516,673,180
2,247,598 6,442,682
203,426,127 412,257,788
2,824,564,732 2,824,564,732
174,063,028 174,063,028
143,195,039 143,195,039

3,787,292,972
8,177,833,369

3,787,292,972
8,441,893,908
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24b Creditors - Due to GOK — Fertilizer Sales

Balance B/F 2,824.564,732 5,342,136,561
Sales for the year 0 162,791.850

2,824.564,732 5,504,928.411
Less: Remittances (0) (2,680.363.678)
Amount owed to GOK at year end 2.824.564.732 2,.824.564,733

24c Government market Intervention A/c

The balance in this account relates to 1994/1995 maize intervention and subsequent maize
export transactions in 1995/95 and 1996/97. As at Balance sheet date there was still a retained
surplus of Kshs 174,063,028 to be offset against other GOK debts which are still under review as
shown below,

2022-2023 2021-2022
Kshs Kshs
Balance due to GOK as at year end 174.063.028 174.063.028

24d Government Agency Account- operating Results (Old Account)
Prior to liberalization in grain marketing in December 1993 the Board used to receive cereals from
overseas under either Food Aid or Loan Programs on behalf of the Government of Kenya. A formal
Agency Agreement that is still in force was entered into on 18" January 1990 between the GOK and
the Board. The agreement stipulated terms and conditions as well as the accountability procedures to
be observed by the Board for these commodities. An Agency Commission of 8% of sales value was
charged to meet the Board's management and overhead costs. The balance held on behalf of the
Government as at 30th June 2020 remained the same as in previous year.

2022-2023 2021-2022

Kshs Kshs

Balance due to GOK as at year end 143.195.039 39
24e Creditors — Due to GOK on SGR maize sales .
2022-2023 2021-202:
Balance B/F 3,787,292,972 3,787,292,97:
Sales for the year 0 {
3,787,292,972 3,787,292 ,97.
Less: Remittances (0) [(}
Balance due to Gok at period end 3.787.292.972 3.787.292.97:
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Notes to the Financial Statements (Continued)

25. Provisions

Provision for gratuity pay

Balance at beginning of the year 7,937,794 13,664,569
Additional provision at end of year 2,981,918 0
Gratuity taken during the year (8.708.692) (5.726.775)
Balance at end of the year 2.211.019 7.937.794

Provision for annual gratuity pay is based on services rendered by Contract employees up to the end
of the year.

26. Taxation
NCPB is a taxable organization and Income Tax Returns have been filed with the Commissioner of
Income Tax up to the year of income ended 30th June 2023, which reflected a cumulative taxable
loss amounting to Kshs. 15,779,941,918. However, Kshs 964,765,588 represents VAT arrears
payable to KRA on provision of agencies services to GOK.

27. Notes To The Statement of Cashflows
(a) Reconciliation of operating profit/ (loss) to

Cash generated from/ (used in) operations

2023 2022

Kshs Kshs
Operating profit (1,723,292,532) (2,227,856,959)
Add back

Depreciation

1,057,548,092

1,006,548,269

Amortisation 7,187,006 2,941,540
Provision for Stock Shrinkage 9,060,363 12,611,425
Provision for bad and doubtful debts 261,025,889 175,540,987
Disposal of Fixed asset (5.981.500) (8.364.187)
Operating profit/(loss) before working capital

changes (394,452,684)  (1,038.578.925)
(Increase)/decrease in Trade debtors and other

receivables 146,610,781 5,809,978,782
(Increase)/decrease in inventories (2,355,554) 256,764,413
Increase/(decrease) in trade and other payables (264,060,540) (3,065,783,038)
Increase/(decrease) in Bank Loan ()] (0)
Cash generated from/(used in) operations (514,257,996) 1,962,381,231

(b) Analysis of cash and cash equivalents

Cash at bank 3,616,688,775 4,405,717,035
Cash in hand 801,360 9,158,111
Cash in Transit 845,779 661,119
Bank Overdraft (5.035.677.857) (5.005.248.365)
Cash and cash equivalent at year end (1.417.341,943) (589.,712,100)
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28. Related Party Disclosures
Transactions with related parties:

(a)Sales to related parties:

Sales to government Parastalals
Sales to county Governments
Total
(b)Expenses incurred on behalf of related party:
Payment of salaries and wages
(c) Key Management Compensation
Directors Expenses
Compensation to Key Management staff
Total
29. Contingent Liabilities
Bank guarantees

Legal claims against the Board
Total

=

9,944,815

9 15

2023
1,003,750,000
422.261.719

1,426.011,719

=

12,096,544

12,096,544

2022
221,544,000
422261719

643,805,719

The Board had contingent liabilities amounting to Kshs. 1,426,011,719 as at 30th June 2023 due to
pending disputes with suppliers of goods and services, together with other individuals who have filed
court cases against the Board for various reasons. The amount also include Bank guarantees

outstanding by close of the financial year

30. Financial Risk Management

The Board’s activities expose it to a variety of financial risks including credit and liquidity risks and
effects of changes in foreign currency. The company’s overall risk management programme focuses
on unpredictability of changes in the business environment and seeks to minimise the potential
adverse effect of such risks on its performance by setting acceptable levels of risk. The company
does not hedge any risks and has in place policies to ensure that credit is only extended to customers

with an established credit history.

The company’s financial risk management objectives and policies are detailed below:
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i. Credit risk

The Board has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,
as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial position,
past experience and other factors. Individual risk limits are set based on internal or external
assessment in accordance with limits set by the directors. The amounts presented in the statement of
financial position are net of allowances for doubtful receivables, estimated by the company’s
management based on prior experience and their assessment of the current economic environment.

The receivables that are past due date relate to trade receivables overdue between 30-120 days. The
receivables are not impaired and continue to be paid, however a provision for bad and doubtfully
debts is provided and is dealt with in the Income statement.

The board of directors sets the company’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

iil. Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the Board’s directors, who have built
an appropriate liquidity risk management framework for the management of the Board’s short,
medium and long-term funding and liquidity management requirements. The Board manages
liquidity risk by maintaining adequate reserves (cash and bank balance), reserve borrowing facilities
by through continuous monitoring of forecasts and actual cash flows and matching the maturity
profiles of financial assets with liabilities.

iii. Market risk
The board has put in place an internal audit and Compliance function to assist it in assessing the risk
faced by the entity on an ongoing basis, evaluate and test the design and effectiveness of its internal
accounting and operational controls.
Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the Board’s income or the value of its holding of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return. Overall responsibility for
managing market risk rests with the Audit and Risk Management Committee.

The company’s Finance Department is responsible for the development of detailed risk management
policies (subject to review and approval by Audit and Risk Management Committee) and for the day
to day implementation of those policies.

There has been no change to the Board’s exposure to matrket risks or the manner in which it manages
and measures the risk.

43



National Cereals and Produce Board
Annual Report and Financial Statements for the year ended June 30, 2023

a) Foreign currency risk
The Board has transactional currency exposures. Such exposure arises through purchases of goods
and services that are done in currencies other than the local currency. Invoices denominated in
foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of
payment is done using the prevailing exchange rate. The effect of such transactions are minimal
because they are few, however the result is dealt with in the income statement either as a loss or a
gain.

b) Interest rate risk
Interest rate risk is the risk that the Board’s financial condition may be adversely affected as a result
of changes in interest rate levels. The company’s interest rate risk arises from bank interest rate
charge on short borrowing. Since the Board working capital has been significantly eroded, it is forced
to rely on expensive short-term borrowing from banks but on negotiated terms. This exposes the
company to cash flow interest rate risk. The interest rate risk exposure arises mainly from interest
rate movements on the company’s borrowings.

To manage the interest rate risk, management has endeavoured to bank with institutions that offer
favourable interest rate charges and with negotiable terms.

iv. Capital Risk Management
The objective of the Board’s capital risk management is to safeguard the Board’s ability to continue
as a going concern. The Board capital structure comprises of the following funds:

2023 2022

Kshs Kshs
Revaluation reserve 23,822,936,182 23,822,936,182
Retained earnings (15,747,836,127)  (14,024,560,803)
Capital reserve 6.304,142,172 6,304.142.172
Total funds 14,379,242,226 16,102,517,551
Total debt 14,178,276,814 14,411,907,862

Less: cash and bank balances  (3.618.335914)  (4,415.536.266)
Net debt/(excess cash and

cash equivalents) 10.559.940.900 96.371.596
Gearing 73% 62%

31. Incorporation

The Board is incorporated in Kenya under the Act of Parliament is domiciled in Kenya.
32. Events After The Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.
33. Currency

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