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I. KEY ENTITY INFORMATION

Background information

The Numerical Machining Complex Ltd was established by the Companies Act on 4th day
of January 1994. At cabinet level, the entity is represented by the Cabinet Secretary for
Ministry of Industrialization & Enterprise Development who is responsible for the general

policy and strategic direction of Numerical Machining Complex Ltd.

Principal Activities

The principal activity of Numerical Machining Complex Ltd is the commercial production of
steel, engineering design and development of machinery and components.

Directors

The Directors who served the entity during the year were as follows:

Name

Position

Appointed Date

Maj. Gen.

Psc’ USA

Eng. David Mwadali
Prof. Elijah Biamah
Mr. Phillip Nyingi
Mr. Douglas Manyara
Eng. Francis Gitau

Mr. James Nyambune

Mr. George Makateto
Ms. Julia Wanjiru

Eng. Stanley Kaguongo
Prof. Angelina Nduku Kioko

Mr. Samuel Kamau
Eng. James Bett

Corporate Secretary

(Rtd) PASTOR Chairman
AWITTA, MGH, EBS, ndc(K),

Managing Director

Member

Alternate to Chief of Staff and
Head of Public Service

Alternate to Principal Secretary,
National Treasury

Alternate to PS Ministry of
Transport and Infrastructure
Alternate to Principal Secretary
in the Ministry of Education.
Alternate to Principal Secretary,
Ministry of Industry, Investment
and Trade

Appointed as an alternate to the
PS Ministry of Defence in May
2019

Independent Member

Independent Member

Independent Member
Independent Member

il

Appointed on 17t October 2019

Appointed on 18t February 2020.
Appointed on 30t October 2019
Appointed on 3™ September 2015

Appointed on 6th July 2020
Appointed on 3rd September 2015
Appointed on 7th August 2015

Appointed on 7th August 2018

Appointed on May 2019

Appointed on 10t May 2018,
Retired on 9th May 2021
Appointed on 10t May
Retired on 9t May 2021
Appointed on 3rd May 2019
Appointed on 10% May

Retired on 9t May 2021

2018,

2018,
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Susan Mungai
P.O. Box 70660-00400
Nairobi

Registered Office

Railway Central Workshops
Workshops Road

P.O. Box 70660-00400
Nairobi, KENYA

Corporate Headquarters
Railway Central Workshops
Workshops Road

P.O. Box 70660-00400
Nairobi, KENYA

Corporate Contacts
Telephone: (254) 020-2327230/58
(254) 020-2110970
+254 710 568 000/3
+245 716 431 114
E-mail: enquiries@nmec.go.ke
Website: www.nmc.go.ke

Corporate Bankers

1. Kenya Commercial Bank
Moi Avenue Branch
P.O Box 30081
Nairobi, Kenya

Independent Auditors

Auditor General

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

GOP 00100

Nairobi, Kenya

Principal Legal Advisers
1. The Attorney General

State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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IL.

THE BOARD OF DIRECTORS

Maj. Gen. (Rtd) PASTOR AWITTA, MGH, EBS, ndc(K), Psc’
USA (69 years)

Chairman

He joined the Board on 17t October 2019. He is a retired
Major General of Kenya Navy. He has vast experience in
logistics and procurement.

Prof. Elijah K. Biamah, PhD, MBS, MEIK ( 69 years)
Member

He joined the Board on 30th October 2019. He is a professor
of Environment and Water Systems Engineering, School of
Engineering, University of Nairobi. Safety Health and
Environmental Expert for major roads and multipurpose.

Mr. Phillip Nyingi (54 years)

Member

Appointed as an alternate to Head of Public Service on 3t
September 2015. He comes with a M.A (Development
Studies) from the International Institute of Social Studies of
Erasmus University, Netherlands and a post graduate
Diploma in Corporate Governance from KCA university,
Nairobi.

Mr. Douglas Manyara (39 Years)

Member

He is Alternate Director to the PS/ National Treasury and
Planning. He holds Master of Arts in Economics (MA
Economics) and Master of Business Administration (MBA) both
degrees from the University of Nairobi and a Bachelors of
Arts degree in Economics and Mathematics from the
Egerton University. He has over 10 years’ experience in
Research, Policy formulation and Analysis, Budgeting,
Project Planning and Appraisal, Resource Mobilization and
Monitoring and Evaluation

Eng. Francis Gitau (56 Years)
Member

Alternate to PS Ministry of Transport and Infrastructure. He
comes with 28 years of experience. He is a registered
Consultant Engineer with the EBK and holds a Bsc Civil
Engineering from the UON, an Executive Masters of Business
Administration from JKUAT and is currently undertaking an
Msc (Transportation) degree from the University of Nairobi.
He is the Chairman of the Mechanical Transport Fund and
serves as the Infrastructure Secretary in the State
Department of Infrastructure.

v
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Mr. James Nyambune (56 years)

Member

He was appointed to the Board on 7% August 2015 as
alternate to the PS in the Ministry of Education. He holds a
Bachelor of Technology in Education, Moi University and
Masters of Philosophy in Technology Education from
University of Eldoret.

Eng. Stanley Kaguongo (60 Years)

Member

He was appointed to the Board on 17t April 2015 as an
independent Director. A registered engineer with EBK, holds
a BSc. Civil Engineering from UON and MSc in International
Construction Management. He has over 30 years’ experience
in the field of civil and structural engineering designs and
contract administration.

Mr. George Makateto (51 years)
Member

He was appointed on 7th August 2018 as an alternate to the |
Permanent Secretary, Ministry of Industrialization, Trade &
Enterprise Development (MOITED). He holds MPhil in
Technology Education (Automotive Engineering) and
Bachelor of Technology Education (Automotive Option). He
also holds a Kaizen -certification, ISO Certification EIA
Renewable energy & RIO- SIYB.

He has 25 years’ experience in accreditation and quality
assurance, industrial development, promotion and
productivity improvement.

Mr. Samuel Kamau ( 41 years)

Member

He was appointed on 3rd May, 2019 and he is a prominent
business man.

CPA Julia Ng'ang'a (43 years)

Member

Appointed as an alternate to the PS Ministry of Defence in
May 2019. Ms. Ng'ang'a holds an MBA in Finance and a
Bachelor's degree in Economics from the University of
Nairobi. She is also a Certified Public Accountant and a
member of ICPAK. She has over 14 years’ experience in
Public Finance having worked as a Finance Officer in various
Government Ministries.

vi
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Prof. Angelina Nduku Kioko (63 Years)

Member

She was appointed to the Board on 17th April 2015. She
holds a Doctorate of Philosophy in Linguistics from Monash
University, Australia and has wide experience as a Professor
of English and Linguistics (USIU-A).

Eng. James Bett (63 Years)

Member

He was appointed to the Board on 27th April 2015 as an
independent Director. He is a registered engineer with EBK
and holds a Masters Degree in Industrial Engineering and
management from University of Sierra Leone. He has wide
experience in the sugar and tea industries.

Eng. David Mwadali (59 years)

Managing Director

He was appointed Managing Director on 18t February 2020.
A registered engineer with EBK and IEK. He holds BSc
Mechanical Engineering and MBA in project management
both from UON. He has over 30 years’ experience Railways
maintenance and operations.

CS. Susan Mungai,

Company Secretary

Susan is the Ag. Company Secretary and a Member of ICPSK
M/No. 2031. She holds an MBA in Strategic Management
(USIU), Bsc. IBA in Marketing & Entrepreneurship (USIU),
CPS (K) and a Diploma in Human Resource Management
(Kenya Poly). Has over 10 years’ experience handling Board
matters and strategy.
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III. MANAGEMENT TEAM
- = =

ey

Eng. David Mwadali
Managing Director

He holds BSc Mechanical Engineering and MBA in
project management both from UON.

Eng. Michael Thubi
Research & Design Manager. Retired from 15t May 2021

He holds a Bsc Mechanical Engineering (UoN) and Msc.
Advanced Manufacturing Technology-University of
\ . Manchester.

Eng. Zachariah Magondu

Maintenance Manager, Appointed Research & Design
Manager from 1st May 2021

He holds Msc Mechanical and Aerospace Engineering (Tottori
University) and a Bsc. Manufacturing Engineering (Egerton
University)

Dr. Charles Kireru

Head of Human Resources and Administration.

He holds Ph.D. (JKUAT); (MSc) (JKUAT); B. Arts (Egerton) and
Higher  National Diploma in Human  Resource
Management(KNEC)

CPA Patrick Kariuki
Finance Manager

He holds an MBA (Finance and Accounting) from Mt Kenya
University and BBM( Accounting) from Moi University, CPAK
and CPS(Finalist).
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Ms Zipporah Samoei

In-charge of Sales & Marketing.

She is a Diploma holder of Marketing by the Chartered
Institute of Marketing. She is an Associate Member CIM.

Fredrick Okumu Otieno
Manager, Supply Chain Management.

He holds MBA (SCM) and a BCOM (Finance). He is registered
with CIPS and has CPA Part 2.

Eng. Pius Githu

Production Manager, Appointed Maintenance Manager 1st
May 2021

He holds Bachelors of Technology in Production
Engineering, Diploma in Information Technology and
Certificate in Precision Machining Technology.

Eng. Hannington Koech
Manager Foundry

He holds Bachelors of Science Mechanical Engineering.

CPA James Mwangi.
Internal Audit Manager.
He holds MBA (Finance Option) and Bachelors of

Business Administration (Finance and Accounting),
CPAK and CISA (On-going)

CS. Susan Mungai,
Company Secretary

She holds an MBA in Strategic Management (USIU), Bsc. IBA
in Marketing & Entrepreneurship (USIU), CPS (K) and a
Diploma in Human Resource Management (Kenya Poly)

ix
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IV. CHAIRMAN’S STATEMENT w

During the FY2020/21, NMC had revenue target of Kshs.260 million to be achieved by June
2021. As at the end of the financial year, the achieved performance was Kshs.104.0 million
representing 40% of the target, this is an improvement compared to 27% achieved in the
FY2019/2021.

The company strives to build on its heritage and wealth of experience to deliver quality
products to our customers for business growth and improved shareholders value. During the
financial year, the 3 and 4th quarters the company managed to enhance its efficiency and
productivity to which resulted in the increased revenue. However, Covid-19 pandemic effects
is still crippling the company but despite the challenges, the Board and Management team
remained focused on putting in place measures to enable the company strengthens its
financial position.

The Company’s turnaround strategy is in line with Big 4 Agenda under the manufacturing
pillar will no doubt better the position of the company in the long-term sustainable growth
across its business.

L

Future prospects

Moving forward the company is projecting to achieve revenue target of Kshs.260M in the
coming financial year. This will be actualized through manufacture of steel fittings,
manufacture of saddles, brake blocks, general spares and grinding media balls. The
organization has received test result of grinding media balls and would start rolling out the
product for mass production for the cement and mining sector which is expected to increase
revenue.

Appreciation

We are indeed grateful to our shareholders for their support, understanding and patience
as the Board of Directors continues with the turnaround efforts. The Government has
showed goodwill in assisting NMC Ltd financially however we endeavor to grow in
profitability and ensure self-sustainability in future. I thank our other stakeholders
including employees, customers, suppliers and fellow Board members for their dedicated
contribution and continued supfort to NMC Ltd.

/ ’ :
Maj. Gen. (Rtd) PASTOR AWITTA, MGH, EBS, ndc(K), Psc’ USA
Chairman
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V. REPORT OF THE MANAGING DIRECTOR

During the year under review, NMC made several achievements in regard to sourcing of
orders for purposes of meeting its revenue targets and putting in place strategies that will
enable the organization to be self-sustaining. NMC had also planned to finalized and launch
its revised Strategic Plan which articulates the process of implementing the turn-around
strategy and the foundation for future growth. In addition, in the year under review the
restructuring of NMC as a State Corporation commenced, subsequently the ownership
changed in April 2021 where NMC remained a company owned by Kenya Railways (51%)
and Kenya Shipyards Limited (49%).

Due to Covid-19 pandemic situation in the country the launch of NMC strategic plan did
not materialize and is planned to be done in the new financial year.

Company performance

NMC increased its sales revenue from Kshs.69.8M in FY2019/2020 to Kshs.104M during
the financial year which represent 49% increase.

The operating loss was Kshs.40,004,498 during the financial year 2020/2021 compared to
Kshs. 8,885,440 in the FY2019/2020. This was mainly attributed to increased cost of
production. Results for the year were as below: -

e Revenues increased by 49% to stand at Kshs. 104M from Kshs.69.8M
e The loss before tax increased from Kshs.8.9M to Kshs.40.00M.

During the year under review, NMC received a grant of Kshs.144.06M for recurrent
expenditure. On development funds, NMC received Kshs.59M for modernizing and
refurbishment of NMC facility.

With the Governments support, NMC focuses on modernizing its facilities for projects that
will yield high return on investment and immensely contribute to being the driver of
industrialization in Kenya. Two (2) Induction furnaces have been installed and are in
operation, the rehabilitation of two (2) Cupola furnaces commenced and laboratory
equipment were procured. The company will also finalize on the on-going projects aimed at
modernization of the foundry and machining workshop facilities.

With the continued Government support, NMC shall focus on the Big 4 Agenda in
manufacturing, Agriculture, Affordable housing and healthcare. NMC will capitalize on the
opportunities available to manufacture various products namely; brick making machines,
grinding media balls, hospital beds, water pumps and spare parts.

NMC in collaboration with Bamburi Cement have carried tests on grinding media balls and
soon this product will be rolled out to the cement industry. Also, NMC has designed and
manufactured a prototype three function Hospital bed and has been approved by KEBS for
use in health sector. It is expected that these two products will also contribute to the
budgeted revenue target of Kshs.260M in the financial year 2021/2022.

X1
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Appreciation

I am indeed grateful to all stakeholders who have made the company remain on focus despite
the various challenges. The Government support has been crucial to our operations. The
Board of Directors and employees of the Company have also played their respective roles. I
extend my gratitude to our customers, suppliers for their contribution to the continued
business support. As NMC, we are rolling up our sleeves as we step up efforts to put NMC

Ltd on a rebound path.
@M*

Eng. David Mwadali
Managing Director

Xii
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V. STATEMENT OF PERFOMANCE AGAINST PREDETERMINED OBJECTIVES FOR
FY 2020/2021

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the

accounting officer to include in the financial statement, a statement of the national

government entity’s performance against predetermined objectives.

Numerical Machining Complex limited has 1 strategic pillars/ themes/issues and objectives
within the current Strategic Plan for the FY 2018- FY 2024. These strategic pillars/ themes/

issues are as follows:

Pillar /theme/issue 1: Economic

Numerical Machining Complex Limited develops its annual work plans based on the above

one pillar. Assessment of the Board’s performance against its annual work plan is done on

a quarterly basis. The Company achieved its performance targets set for the FY 2020/2021

period for its economic strategic pillar, as indicated in the diagram below:

Economic To achieve No. of tons Castings of 65 tons 98.4 tons
excellence in
and Macro : ferrous and
manufacturing
and service non-ferrous
provision. metal
Economic To achieve No. of pieces Manufacturing | 42,621 258,900 pcs
and Macro .
excellence in of pcs
manufacturing transmission
and service parts
provision
Economic To strengthen % Completion | Modernization 40% 31.1%
and Macro NMCs rate of
institutionsl | modernization- | °F foUnRdry
| capacity plant and CNC
workshop
Economic | To achieve long | Profitability Increase sales 0.7% -4.18%
term financial (ROJ)
and Macro d =, revenues
sustainability
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Economic

and Macro

To catalyse
industrialization
in Kenya by
leveraging
nature resource
endowment

% completion

Establishment
of integrated

Iron & steel
Mill

0.031%
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VII. CORPORATE GOVERNANCE STATEMENT

At Numerical Machining Complex Ltd, the Board places a high degree of importance on
maintaining and applying the highest standards of business integrity and professionalism
in all areas of the corporations’ activities. The Board has adopted the Code of Best Practice
for Corporate Governance issued by the Centre of Corporate Governance (Kenya) as its
benchmark in developing its corporate governance principles. The Board is responsible for
the governance of Numerical Machining complex Ltd and conducts its business and
operations with integrity and in accordance with generally accepted corporate practices,
based on transparency, accountability and responsibility.

BOARD OF DIRECTORS

The Board of Directors of the Numerical Machining complex Ltd comprises of the Chairman
who is appointed by the President, the Managing Director is appointed by the CS Ministry
of Industrialization on recommendation by the Board. The Board has varied and extensive
skills in the areas of business engineering management. The directors’ responsibilities are
set out in the Statement of Directors Responsibilities.

The Chairman provides the overall leadership to the Board without limiting the principle of
collective responsibility for Board decisions. He acts as the link between the Board and the
MD and plays a lead role in consensus building between the Board members, the MD and
senior management. The Board has delegated the authority for day-to-day management to
the MD. It however retains the overall responsibility for decisions

The Board meets regularly and has a formal schedule of matters reserved to it. Board papers
are circulated well in advance of the Board meetings by the Acting Company Secretary.
Directors are required to disclose all areas of conflict of interest to the Board and are
excluded from voting on such areas.

The Board considers and advises the Cabinet Secretary for Ministry of Industry, Trade and
enterprise development and maintenance of the policies and the objectives of Numerical

Machining Complex Ltd. It considers and approves general performance targets, both
strategic and business, and the annual budgets of the company.

The Board has appointed various standing Committees to which it has delegated certain
responsibilities with the chairpersons of the Committees reporting to it. These committees
include: Audit & Risk, Human Resource, Finance, Technical and a Land Ad-hoc.

Board Charter

A draft Board charter has been drafted awaiting review and approval for operationalization
by the Board before the end of FY 2021 /2022

Code of Ethics

The board has a code of ethics which is given to all Board directors on appointment.

XV
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Board Induction and training

A new member of the Board is inducted by the SCAC and training on corporate
governance is facilitated by the company other board members.

Board Evaluation FY 2020/2021

Board evaluation was conducted in August 2021 and SCAC presented the report and
improvement plan given.

Conflict of Interest.

All Board and Committees, an agenda on conflict of interest is included and minuted.
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Composition of the Board and Committees is as follows:

Name of Board Position Board Committees
Director
Human | Audit & Finance & | Land Ad-
Resourc | Risk Technical hoe
e
Maj. Gen. Chairman
(Rtd.)
Pastor
Awitta
Prof. Elijah | Alternate to the Vice V N
K. Biamah | Chancellor University of
Nairobi
George Alternate to PS, vV v
Makateto Ministry of Industry
Jnvestments and Trade
Eng.Francis | Alternate to PS, N
Gitau Ministry of Transport
and Infrastructure
Philip M Alternate to PS, Chief of N
Nyingi Staff & Head of Public
Service
James Alternate to PS Ministry N N Chair
Nyambune | of Education
Prof. Member Chair N
Angelina
Kioko
Eng. James | Member Chair(Techn
K Bett ical)
Eng Stanley | Member Chair
Kaguongo
Julia Alternate to PS Ministry Chair(Finan
Wanjiru of Defence ce)
Samuel Member
Kamau
Douglas Member N
Manyara

xvii
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During the year, the attendance of the Board and Committees is as follows:

Board Board Committees !
Meetings | Human Audit & | Finance | Land | Disciplinar | Finance
Total No. of Resource | Risk & Ad- hoc | y Ad-hoc & Audit
Meetings Technic .
al

13 4 2 5 0 3 1
Maj. Gen. P. 13\13
Awitta
George 11\13 4/5
Makateto
Philip M, Nyingi 9\13 4\4 1\3
James 13\13 4\4 4\5 2\3
Nyambune
Prof. Angelina 13\13 4\4 3\3
Kioko
Eng. James K. 13\13 S5\5 3\3
Bett -
Eng.  Stanley 13\13 2\2 3\3 1\1
Kaguongo
Eng. Francis 0\13 0\5
Gitau
Julia Wanjiru 10\13 4\5 11
Samuel Kamau 11\13 5\5 1\1
Douglas 10\13 22 1\1
Manyara
Prof. Elijjah. K. 13113 4\4 3\3
Biamah

xviii
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The roles of the various Board committees are as below:

Audit & Risk Held 2 meetings during the year
Committee
Composition The committee comprises of three non-executive Directors. It

invites on need basis the Managing Director & Finance Manager
to its meetings. External auditors are also invited to attend the
meetings when necessary.

Terms of reference

e Examining quarterly, half-year and annual financial
statements,

e Discussing audit plan with the internal auditor before
commencement of the annual audit

e Consideration of audit findings by the external auditors

¢ Reviewing the function, independence, operations and
findings of the Internal Audit Department

e Reviewing risks affecting the Company and management
strategies in addressing them

* Ensuring adherence with the code of ethics and integrity
in financial transactions of the Company.

Human Resource
Committee

Held 4 meetings during the year

Composition

The committee comprises of four Directors. It invites the
Managing Director and the Head of Human Resource and
Administration to its meetings.

Terms of reference

e Appointment of, and terms and conditions of service for
the Managing Director;

e Appointment, promotion and disciplinary issues of
management.
Remuneration structure for staff;

e Performance bonus for the Managing Director and staff:
Human resources policies and corporate organisational
structure to support business

Finance & Technical
Committee

Held 5 meetings during the year

Composition

The committee comprises of four Directors. It invites the
Production Manager, Research & Development Engineer,
Finance Manager, Sales and Marketing manager and Supply
Chain Manager to its meeting.

Terms of reference

e The committee advises the Board on strategies to
enhance performance of the Company.

Xix
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e The two committees review the Company’s Strategic Plan,
annual corporate strategic plan and annual corporate
budget, financial and technical Performance.

e It is also responsible for monitoring major projects under

terms of reference

implementation.
e Directing strategies for improving revenue and customer
experience.
Land Ad-Hoc No meetings during the year
Committee
Composition and | During the year, the board formed the land ad-hoc committee

to discuss and deliberate on pertinent issues pertaining to NMC
land in Athi-River land. The matters discussed included:
Processing of title deeds for 500 acres sold off and securing of
the remaining parcel of land i.e 1200 acres from further
encroachment and master plan utilization.

terms of reference

Disciplinary Held 3 ﬁ:eetings during the year
Committee
Composition and | During the year, the board formed the Disciplinary ad-hoc

committee to discuss and deliberate on possible loss of fund
during procurement and payment process.
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Directors’ Remuneration

During every Board meeting, present Directors are entitled to a sitting allowance,
lunch allowance (in lieu of lunch being provided), accommodation allowance and
mileage reimbursement where applicable within government set limits for state
corporations. The Chairman receives a monthly honorarium. Directors’ fees are paid
in accordance and within the approved limits set in the guidelines by the
Government to all State Corporations.

Details of Directors’ emoluments during the year are shown on page 27 in the
financial statements.

The company has a Board Charter in place in accordance with Mwongozo code of
conduct that outlines process of appointment and removal of Directors, role and
functions of the Board, Board and member performance, conflict of interest, ethics
and conduct as well as governance audit.

xxi
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VIII.

Operational and Financial Performance.

MANAGEMENT DISCUSSION AND ANALYSIS

During the year under review the company’s turnover increased by 49% to stand at
Kshs 104M from Kshs 69.8M reported in the FY 2019/2020.The increase was mainly
attributed to sale of steel fitting components, fabrication works, casting products,
machine tools, training and sale of engineering software.

Sales Revenue for the last Five (5) Years

The graph below shows the sales revenue for the last Five years. From the graph, it

can be noted that the sales revenue has been on an increase for the last three years.
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Ongoing Investment

The company has a key project of Modernization of Foundry and CNC working whose

estimated cost in Kshs 1.788B. Currently the project is at 31% complete.
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During the year under review the staff costs increased by 15% from Kshs 135M to
Kshs. 155M. This increase in staff remuneration can be attributed to house
allowance harmonization implemented by the management following Board
approval.

During the year 2020/2021 the company incurred a loss of Kshs 40.0M an increase
from a loss of Kshs 8.9M reported in the year 2019/2020.

The challenges identified were mainly in production cost which included:

e Unavailability of production inputs locally.

e Unavailability of machine spares locally.

e Inadequate working capital.

e Insufficient or no credit terms from suppliers of raw materials

e Fluctuating cost of material inputs especially steel and foundry inputs.

e Stringent procurement laws that hampered the delivery time of customer jobs
and worked in favour of our competitors.

e Down time due to machine breakdown.

e Frequent breakdown of galvanizing plant

Measures put in place by management to mitigate and improve the financial
performance in the coming year include:-

e Reduction of cash conversion cycle.

e Frame work contract with suppliers to ease delivery of material inputs and in
conformity with PPAD Act 2015.

e Investment in equipment and in house galvanizing plant to enhance
production efficiencies.

e Negotiate credit terms with our main suppliers in order to improve on cash
flow.

Statutory Requirements
The company managed to settle all the statutory obligations in time hence no
penalties or interest. These include PAYE, NHIF, and NSSF.

The Company has an outstanding matter of tax payable to Kenya Revenue Authority
of Kshs. 65,449,910 being corporation tax, VAT and withholding tax. The figure
includes interest and penalties which has been accrued over a long period of time.
The management is in discussion with KRA aimed at settling the issue to finality.
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Economic Environment

Economic recovery from the effects of the COVID-19 pandemic continued in the third
quarter of 2021 as a result of the gradual easing of containment measures instituted
to curb the spread of the disease. Real GDP grew by 9.9 per cent in the third quarter
of 2021 compared to a contraction of 2.1 per cent in the same quarter of 2020.
Manufacturing sector grew by 9.5 per cent in the third quarter of 2021 compared to
a 1.7 per cent contraction in the same period of 2020. This growth enables NMC to
supply the steel fittings, industrial components and other necessary items to the

various industries.

XX1V



Numerical Machining Complex Ltd

Annual Reports and Financial Statements
For the year ended June 30, 2021

IX. ENVIRONMENTAL AND SUSTAINABILITY REPORTING
Numerical Machining Complex exists to transform lives. This is our purpose; the
driving force behind everything we do. It’s what guides us to deliver our strategy,
putting the customer/Citizen first, delivering relevant goods and services, and
improving operational excellence. Below is an outline of the organization’s policies

and activities that promote sustainability.

i) Sustainability strategy and profile -

The company is diversifying its products, and the areas of focus will be on fast
moving products which includes manufacture of Cement media balls,
automotive spare parts and hospital beds. The purpose is to ensure more
products are locally made instead of imports to drive the agenda of Buy Kenya
Build Kenya. When this is actualized NMC will be able to sustain itself and
also contribute to the economy of the country by being one of the drivers of

the BIG 4 Agenda.

ii) Environmental performance

NMC is guided by NEMA regulations in the disposal of the company metal
waste products such as metal chips and scrap metals are disposed by
recycling through our foundry activity. In addition all the waste oils or
procured used oil are used to fire our furnaces as part of our disposal

activities.

iiij) Employee welfare
We have a policy which guide on the following:-
1. The hiring process stipulated in NMC human resource manual
does not discriminate on gender.
2. NMC has undertaken training/capacity building for all staff on
Kaizen. Also departmental staff training on specific areas of

operation were carried out.
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ENVIRONMENTAL AND SUSTAINABILITY REPORTING (Continued) ~

iv)

3. There is OSHA committee in place to articulate, formulate and
implement matters relating to Safety to be compliance with
Occupational Safety and Health Act of 2007, (OSHA)

4. The organization carry out appraisal of staff performance which

has been cascaded by the Board.

Market place practices-

The organization should outline its efforts to:

a)

b)

d)

Responsible competition practice.

Most of our orders are acquiring through competitive tendering process
and thus responsible competition is observed and where the order is-
received through direct procurement we ensure fair pricing for the

products so that it can reflect the prevailing market prices.

Responsible Supply chain and supplier relations
All our purchase follow the laid done rules in PPDA 2015 and Regulation

2020 and directive issued by National Treasury from time to time.
Responsible marketing and advertisement
NMC establishment has a marketing department which is responsible

advertisement and deliver of finished product.

Product stewardship

NMC has a quality assurance department and also ISO Certified.
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Corporate Social Responsibility /| Community Engagements

As a responsible corporate citizen, Numerical Machining Complex Ltd recognizes the
need to engage with its diverse public and stakeholders through CSR in order to
cultivate good relations in the environment we operate in.

During the year under review Numerical Machining Complex Ltd supported the
parent Ministry of Industrialization, Trade & Enterprise Development in the
afforestation program aimed at improving the national forest cover.

Numerical Machining Complex Ltd core responsibility to its various stakeholders is
to work closely with them to pursue the enhancement and fulfillment of corporate
values through sound business practices in order to promote a sustainable society.

The long term strategy is to engage in strategic CSR which will not only benefit our
stakeholders but will also strengthen the corporation’s corporate strategy and
leverage on key focus areas.
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X. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for
the year ended 30t June 2021 which show the state of the company’s affairs.

Principal activities

The principal activities of Numerical Machining Complex Ltd are the commercial
production of steel, engineering design and development of machinery and
components.

Results

The results of the company for the year ended 30® June 2021 are set out on page
one (1) during the year the company made a loss of Kshs 40,004,498 (Kshs.
8,885,440 — 30t June 2020)

Directors

The members of the Board of Directors who served during the year are shown on
page (v-vii) In accordance with Regulation of the state corporations Act (Cap 466).
The Board of Directors was appointed from 27t April 2015.

Auditors

The Auditor General is responsible for the statutory audit of Numerical Machining

Complex Ltd in accordance with Article 229 of the Constitution of Kenya and the
Public Audit Act 2015.

By Order of the Board

Susan Mungai %(ﬁ g\@]{b -~ —
D

Name Signa%cfre ate
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