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Annual Reports and Financial Statements
For the vear ended June 30, 2022

/II. STATEMENT OF PERFOMANCE AGAINST PREDETERMINED OBJECTIVES FOR FY 2021/2022
NKCC has Five (5) strategic objectives within the current Strategic Plan for the 2017-2022 FY. These strategic objectives are  as follows:

Strategic Objective 1: To Grow Revenue by 10% Annually

Strategic Objective 2. To Increase Profit before Tax by 15% annually

Strategic Objective 3. To maintain high levels of customer satisfaction

Strategic Objective 4. To increase production output with an annual growth rate of 10%
Strategic Objective 5. To Strengthen Institutional Capacity Building

NKCC develops its annual work plans based on the above five (5) Strategic Objectives. Assessment of the Board’s performance against its annual work
plan is done on a quarterly basis. NKCC achieved its performance targets set for the FY 2021/2022 period for its 5 strategic pillars, as indicated in the
diagram below:

Below is a summary of key achievements under each strategic objective.

Strategic Objective Objective Achievement _
.m" 4 a
e _
i E: o AL —
Strategic Objective No:1 | Establish strong Revenue grew from Kshs. 34.5B in the Period 2012-2017 to KShs. 46.6B in 2017-2022
| distribution systems representing 18% growth. This growth is attributed to, among others;
To Grow revenue by 10% | Enhance brand e NKCC introduced a distribution model of Super Distributors which now stands at
annually visibility twenty one (21). These are distributers with a strong financial muscle and are able

to cover a large segment without financial challenges.

e In the year 2020 the Government imposed a ban on raw and powdered milk -
imports to protect local industries from cheap imports which have been diluting
the market. NKCC became the main supplier of milk powder to other processors.
However due to adverse weather conditions experienced in the years 2021 and
2022, powder production was low due to low milk production at the farmer level

e NKCC has a reliable and efficient fleet of vehicles for transportation purposes both
company owned and contracted. A total 27 sales and distribution vehicles were
procured. This improved distribution significantly.

e Development and introduction of Lactose free products, Natural Yoghurt and TR

Establish a competitive
and affordable product
offering
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Strategic Objective

Objective

' Achievement
< e o

250ML into the market created new streams of revenue

Strategic Objective No: 2

Revenue Enhancement

During the Strategic Plan period 2017-2022 NKCC recorded a cumulative profit of KShs.
295.2M, representing an average increase of 35% from the period 2012-2017.

Strategic Objective
it

i

Cost Management This achievement is attributed to;
Increase profit before * Implemented a raft of cost management strategies. Energy management stood out
Tax by 15% annually Enhance Risk mitigation on cost management with a total of Kes. 143 million from the year 2020.
measures in business Reduction of utility costs of KPLC electricity, thermal electrical energy, steam
environment generation costs and water were achieved using renewable energy, sinking of
Cash flow management boreholes and water re-use, elimination of energy and water leakages, equipment
scale down and use of new Equipment technology among others. These initiatives
were implemented across various facilities.
* Bank interest rates were negotiated from 12.5% to 11.5% and M-Pesa charges
from 1.5% to 0.5%.
Strategic Objective No 3: | Develop & maintain * Research and product development unit actively involved in new product
local market-Push development.
To maintain high level of strategy ¢ Implemented tracking system that Improves customer service
customer satisfaction ¢ Corporate Social Responsibility programs were undertaken )
Strategies ~ Achievements

8]

ms.sﬁw.mn Objective No:4

Increase production
output at an annual
growth rate of 10%

Ensure adequate raw
milk supply

Enhance processing
capacity utilization
across network

Achievement in milk processing was at an average of 91% of target in the period.
NKCC developed and implemented a transparent pricing model for raw milk
procurement which saw increased confidence from the farmers

There was insufficient raw milk supply from the farmers as a result of prolonged
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Strategic OE%:« Strategies Achievements
! Enhance quality drought and effects of Covid -19 w&amnmo in 2020 to 2022. The impact of the

assurance in all
processes along the
value chain

drought was felt mainly in the 3™ and 4™ quarters of 2021-2022 when the cost the
end product was increased to compensate for the increased cost of raw milk at the
farm level.

On quality maters, NKCC continued to sustain and implement ISO 22000:2018
Food Safety Management Systems and ISO 9001:2015 Quality Management
System

Modernization of factories has improved efficiencies. Processing capacity
increased from 700,000 litres per day in 2017 to the current 850,000 litres. NKCC
continues to modernize its factories in a bid to reduce maintenance cost. Further,
NKCC renovated and or built stores in various locations. This provided more
space for finished goods and hence efficient stores management.

itrategic Objective No: 5
tnhance Institutional
_apacity Develoepment

Establish a highly
productive human
resource

Institutional policies were reviewed and implemented. These include Human
resource, Finance, Procurement, ICT, land management policies among others.
Further, NKCC organization structure and Human Resource instruments (schemes
of service and job descriptions) were approved by State Corporations Advisory
Committee (SCAC). These helped to streamline operations at the Company.
Continuous training of Board members and Management on corporate Governance
and leadership was undertaken as per the Mwongozo Code of Conduct for State
Corporations. This ensured harmonious relationship between the Board and
Management in running the affairs of the Company. Further, NKCC entered into
partnership with Kenya School of government to train staff on performance
management. This is a gateway to instilling a culture of high performance amongst
staff

NKCC leverages on a robust ICT system in carrying out its processes. The system
has been integrated with M-PESA and bank platforms
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Annual Reports and Financial Statements

For the year ended June 30, 2022

Xvi.

STATEMENT OF CHANGES IN EQUITY .

At July 1, 2020 547,028,870 | 5,316,585,036 1,605,599,372 2,389,905,560 | 9,859,118,838

Revaluation gain - - - - -

,_,Ssmmoﬂ. of excess depreciation on - | (168,650,174) i | (168,650,174)
| revaluation . | |

Deferred tax on excess depreciation - - - - -

Prior year adjustment - - - - -

| Total comprehensive income - - (2,253,441) . (2,253,441)

_ Omm:m_\bga_OﬁEQE grants received ) ) ) 400,000,000 400,000,000
during the year L| R | ettt B iy
Transfer of depreciation/amortisation from ) ) ) A )

| capital fund to retained earnings I B ] " S
Dividends paid — 2020 - - - - -
Depreciation Write back on Gov’t Grant (140,313,009) | (140,3 13,009)
Interim dividends paid — 2020 - - ) - Q)
Proposed final dividends - - ) - -
At June 30, 2021 547,028,870 | 5,147,934,862 1,603,345,931 - 2,649,592,550 | 9,947,902,213

- - | i

| At July 1,2021 547,028,870 | 5,147934,862 1,603,345,931 2,649,592,550 | 9,947,902.213
Issue of new share capital - - - - -
Revaluation gain - 620,983,464 - - 620,983,464
Ham:mwmw. of excess depreciation on - | (119,315,157 . | (19,315,157

| revaluation

| Deferred tax on excess depreciation - - - - -
Prior year adjustment-Deferred Tax - - (44,451) - (44,451)
Prior year adjustment-Rebates (5,335,467) (5,335,467)

| Total comprehensive income \ﬁ - - (221,559,183) - (221,559,1 mwv\_




Annual Reports and Financial Statements
For *_L year ended June 30, 2022

mwmwmﬁwmw@aﬁ grants received - - - -1 50,000,000 50,000,000
Dividends paid — 2021 - - - ) ¢) )
Depregiation Write back on Gov’t Grant (160,301,760) | (160,301,760)
Interim dividends paid — 2019 : - ] ) - - ©)
Raw milk: grant utilized (650,000,000) AmmouooouooSl
Proposed final dividends : - B - - ]
| At June 39, 2022 547,028,870 | 5,649,603,169 1,376,406,830 - | 1,889,290,790 | 9,462,329,659

Note: Prior year adjustment relates to sales rebates that had not been captured in the previous year hence overstating the retained earnings

which rw.m mow been corrected.
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>===E Woweim and Financial Statements
For the vear ended June 30, 2022

XVIII. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE PERIOD ENDED 30 JUNE 2022

Revenue Kshs Kshs Kshs Kshs Kshs

Sale of goods | 11,500,000,000 - [ 11,500,000,000 | 8,493,089,151 | (3,006,910,849) | 74%
Sale of mmana% - - - - -
OoéﬁEo& m_m:: -Writeback - - - 160,301,760 160,301,760 | 100%
Donations in kind -

Finance EQ_EF. - - - - -

Other income 36,000,000 - 36,000,000 80,457,537 44.457,537 | 100%
Total income 11,536,000,000 - 11,536,000,000 | 8,733,848,448 | (2,802,151,552) | 76%
Expenses i -

Use of goods ahd services 7,596,961,876 - 7,596,961,876 | 6,577,851,712 1,019,110,164 | 87%
Administrationlcost 1,607,169,387 - | 1,607,169,387 | 978,498,731 628,670,656 | 61%
[ Selling & Distribution Cost_ 1,022,079,454 - | 1,022,079,454 | 892,911,114 129,168,340 | 87&
Depreciation & Amortization 488,788,000 - | 488,788,000 | 425,777,094 63,173,742 | 87%
Finance cost 261,600,000 | 261,600,000 | 150,985,675 110,614,325 | 58%
Total expenditure 10,976,598,717 - 110,976,598,717 | 9,025,861,490 1,950,737,227 | 82%
Surplus for|th¢ period 559,401,284 - | 559,401,284 | (292,013,042) (851,414,325)
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-Annual Reports and Financial Statements
For the year ended June 30, 2022 )

e

NOTES TO THE FINANCIAL STATEMENTS (Continued)
13 PROPERTY, PLANT AND EQUIPMENT

| At July 1, 2021 5,004,031,748 3,992,652,446 730,338,563 | 450,827,845 67,831,862 188,329,363 136,860,398 | 340,123,410 10,910,995,635

Additidns 4,246,547 2,959,147 5,129,438 | 15,863,913 11,819,226

9,729,000 16,914,841 | 491,020,711 557,682,823

Transfers In from

WIp ' 101,793,429 | 311,026,792 | (412,820,221) L
Revaluption - | 2,475,092,882 | - | (I e -| 25,162,805 2,500,255,687

_At June 30, 2022 5,110,071,724 6,781,731,267 735,468,001 | 466,691,758 79,651,088 198,058,363 Hum.mwm.oﬁ_l; 418,323,900 |

13,968,934,146
_DEPRECIATION

—

AtJuly 1, 2021 2,309,205,335 N@WH@@N mwﬁﬁmﬁﬁb: 408,499,111 | 32,638,703 174,573,821 | 94,389,363 - | 6,375,138,749
Charge for the

year 163,350,025 | Huu,wuw\mhm.|.a|ﬁmpw,wom 20,996,044 6,282,815 7’ 6,415,857 10,038,817 | - 420,869,808
Transfdr of

excess Dep on

Revaluation bw.owmboﬁ 40,545,677 | o 83,621,584
mzz___wnﬁoa on

disposal —

At June 30, 2022 | 2,515,631,267 | 2,936,535,869 | 673,628,475 429,495,155 | 38,921,518 180,989,678 | 104,428,180 - 6,879,630,142
NBV

At June 30,

12022 2,594,440,458 | 3,845,195,398 61,839,526 | 37,196,603 40,729,571 17,068,685 74,509,863 | 418,323 900 7,089,304,004

29



>===w_m m,_wm%oim and Financial Statements
For thejyear ended June 30, 2022

NOTES TO THE FINANCIAL STATEMENTS (Continued)
13

m._ﬁﬂmvwmuﬂzu PLANT AND EQUIPMENT (Continued)

COST OR
VALUATION
At July 1, 2020 4.831,006,887 3,721,634,876 | 660,257,463 420,494,769 60,990,931 | 178,979,363 122,035,766 | 109,640,398 10,105,040,453
Additions 7,061,423 2,869,753 70,081,100 30,333,076 6,840,931 9,350,000 | 14,824,632 664,594,269 805,955,182
Transfers 165,963,439 268,147,818 B 434,111,256 -
At June 30, 2021 5:004,031,748 3,992,652,446 730,338,563 450,827,845 67,831,862 188,329,363 136,860,398 | 340,123,410 10,910,995,635

| DEPRECIATION N .

At July 1, 2020 2,111,465,412 2,515,189,741 603,729,122 396,517,344 27,398,609 167,822,188 82,041,104 - 5,904,163,519

t Charge for the year 154,664,016 168,381,230 27,986,648 | 11,981,767 5,240,094 | 6,751,634 12,348,258 - 387,353,646

| Transfer of excess .

| Dep on Revaluation | 43,075,907 40,545,677 B ) - 83,621,584 |
At June 30, 2021 2,309,205,335 2,724,116,647 631,715,770 408,499,111 32,638,703 174,573,821 94,389,363 6,375,138,749
NBV =

_ At June 30, 2021 2,694,826,414 1,268,535,799 98,622,793 42,328,734 35,193,160 13,755,542 42,471,035 340,123,410 4,535,856,886

Included;in %

in possession jof third parties. The company has initiated legal process on the disputed properties. The directors are of the opinion that the company holds good title to the assets and

roperty, plant and equipment are 23(Twenty-three) properties that were acquired from Kenya Co-operative Creameries (2000) Limited whose ownership is in dispute and are

therefore, no provision has been made in the financial statements to cater for any loss that might arise.

30
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Z—wé ENYA CO-OPERATIVE CREAMERIES LTD
Annual/Reports and Financial Statements
For the year ended June 30, 2022

These are properties whose ownership is
vested to New KCC Itd through a court
vesting order with the only available
evidence being copies of allotment
letters. Qur legal team has been working
closely with NLC to register and issye
titles for these parcels.

These are properties which in the vesting
order are owned by New KCC Ltd but
with time came to be ‘disputed” under
third party possession.

Ms. Irene Mbito,
Company
Secretary and
Chief manager
Legal Services

Ownership documents for twenty-two (22)
properties with a valye of Kshs 853,900,000
_ \ were not availed for audit verification.

\_

Not Resolved Ongoing

Ly B e

_ | The property, plant and equipment balance of [
| | Kshs 4,073,796, 762 excludes four (4) parcels of

| land and buildings which had not been valued.

Twenty-three (23) disputed unvalued properties
were registered in the name of third parties. The
company failed to disclose in the financial
statements that
the Ethics and Anti-Corruption Commission had
Cleared two disputed properties; LR No.37/371
and LR No.37/22 situated in Upper Hill, Nairobi
_ which had legally been transferred to third
parties.

Ms. Irene Mbito,
Company
Secretary and
Chief manager
Legal Services

Ms. Irene Mbito,
Company
Secretary and
Chief manager
Legal Services

Ongoing

These are properties under third party
possession. Some have been listed as
disputed under the Vesting Order for the
properties previously owned by the
defunct KCC, while some few cases are
third party possession after the vesting
order. All these properties were not
valued due to access barrier and also
some have active court cases pending
determination.

Not Resolved Ongoing
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five (5) acres of out 32.94 acres (13.33ha)
LR.NO.MN/VI/2860 on which Miritini factory is
located have been encroached by squatters
some of whom have already put up permanent
strugtures thereby exposing the Company to
likely loss of vital property. Although the
Company filed a case in Mombasa ELC case
No.J83 of 2015 (New Kenya Co-operative
Creameries Limited vs Hassan Ali Mboga and
Others) seeking the removal of squatters, and
mﬂonvmem of any other developments on the land,
the case is yet to be determined.

The legal suit is still active and pending
determination. Our Advocates  still
pursuing the case.

Ms. Irene Mbito,
Company
Secretary and
Chief Manager
Legal Services

Not Resolved

Ongoing

As 18<mo:m_< reported, included in trade and |
other  receivables  balance  of  Kshs.
2.381,119,660 as at 30 June 2020 is an amount

of Kshs. 1,557,037,263 reflected in Note 18(a)

| in March, 2020 voted for a Voluntary

Correct Uchumi amount as previously
disclosed is Kshs 88,500,549. Creditors

Arrangement to have Uchumi operate

for trade receivables which in turn includes Kshs. | .~ lik th ZM. wm::cm_ Resolved
3901566, 273 aad Kehs, 77.619.144 refating to | NKCC i unlikely to recover the amouft | - 0P esolve
qmnm_<mm_mm from mec:.,_mn I o_aq.: Limited and outstanding in the books amounting to | Chief Manager
I riolding . Kshs 290,839,391and kshs 88,500,549 Finance
Uchumi Supermarkets Limited respectively. NKCC Full Board in April, 2021
Infotmation ~ available indicates that the | it T e off oroposal and
Mﬂﬁﬂmﬂﬁm are either in receivership or submitted to The national treasury for
L - concurrence.

Chairman of the Board(Mr. David MainaKamiru)
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|

the year ended June 30, 2022

i CAPITAL PROJECTS UPDATE AS AT 30™ JUNE 2022

PROJECT

BENEFITS

NKCC/T/082/2019-20. Supply, Install
and Commission automatic CIP
System

Enhancement of

. NKCC/T/086/2020-21 — Proposed
Design and Construction of Sales
Depot Store and Sales Shop —

Enhancement of
finished products
storage capacity

| Dandora
'NKCC/T/053/2019-20, Supply, Install | Enhancement of
and Commission Yoghurt Processing Yoghurt
Tanks Fermentation
Capacity

NKCC/T/077/2019-20. Supply, Install
and Commission Water Bottle Filling
Line

product — Bottled
Water

'NKCC/T/081/2019-30. Lagging and

Cladding of Steam and Condensate

Lines energy loses

NKCC/T/080/2019-20 Design and
Construction of Sales Depot

Enhancement of
finished products
storage capacity
Dairy farmers
support

Construction of New Mil
Plant and Sales Depot

k Cooling

area

ZWOQH\OWA\NQG-NO. Supply, Install
Plant

cleaning efficiency

Introduction of new

Mﬂ.ﬂ:ﬂnmm:ﬂmﬂoﬂn
insulation to prevent

Increase in catchment

New Milk Cooling

— —— e
TOTAL COMPLETION % STATUS -
PROJECT COST | AS AT 30™ yung
(KSHS 2022

33,987,696

49,235,649

_—

20,400,000 90%

24,794,830

0,453,000

959,

33,570,400

134,466,015 95%

89,705,210

53

. ®Cn

¢ Commissioned and under defects liability
period.

(PC o
e L

® Construction works ongoing.
® Walling is completed

® Roofing trusses is completed.
® Internal finishes work is in progress.

tdelivered o ————————
* Equipment delivered to site awaiting installation

window for interconnection.

* Commissioned and under defect liability period.

———— T
* Work in progress and nearing completion,

* Construction nearing completion but challenges

experienced due to un-availability of

construction materials,

* Building works completed, awaiting completion
of other works.

* External paint work completed

* Internal fixtures installation is in progress.

® Installation work at 95% completion
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w and Commission Dairy Equipment
Nyambene ' NKCC/T/086/2019-20. Supply, Install | New Milk Cooling 35,050,460 95% e Works ongoing
rand Commission Electrical Services Plant
Nyambene "NKCC/T/089/2019-20. Supply, Install | New Milk Cooling 27,990,000 80% ¢ Equipment delivered to site.
tand Commission Steam Generation Plant o Installation work is in progress.
and Distribution System
Nyambene 'NKCC/T/085/2019-20. Supply, Install | New Milk Cooling 21,300,000 95% e Internal fixtures installation in progress.
1and Commission Internal Drainage Plant
1and Plumbing System
| Nyambene 'NKCC/T/088/2020-21 | Enhance long life 58,854.986.33 60% o Fabrication works completed awaiting shipping
_ : Supply, installation and milk processing
.commissioning of Long Life Milk capacity PC2)
[Processing Line
Nyambene 'NKCC/T/085/2020-21 — Supply, Filling capacity for 30,409,400 60% e Fabrication works completed awaiting shipping
|Installation and Commissioning of the new long life line
Aseptic Plastic Pouch Filling Machine (PC3)
—Nyambene
“Nyambene "NKCC/T/089/2020-21 — Supply. Capacity building for | 34,447,061.88 60% e Manufacturing of the equipment is in at an |
‘Installation and Commissioning of milk process advanced stage.
|Fresh Milk Separator and
jHomogenizer — Nyambene
Kericho INKCC/T/052/2021 — 22 — Design, Depot cold chain ¢ Evaluation stage. o
isupply, installation and commission of | facility
icold store refrigeration system
Nakuru INKCC/T/053/2021 — 22 — Design, Replace dilapidated e Evaluation stage.
isupply, installation and commission of | refrigeration system
jcold store refrigeration system
Kisumu 'NKCC/T/054/2021 — 22 ~ Design, Replace dilapidated e Evaluation stage.
isupply, instatlation and commission of refrigeration system
cold store refrigeration system

54




94

saAnesadooyy

Jojusuntedsq aymg

N Sununosoy Jo peoy
AnSTurinf wored S YIIM pa[Iouos

SUS ) Junowy

a1e(]
IdwRES ueg

)[

BEE
STUNOWIE 377 yogm
0} X ot a)earpuy

= Jouo(q n

Oe[3I | (SUSS]) Junowy sreqg |
STUNOWrE 513 Yorm TRUISTETS Yueg [
OF X 59 Searpuy
_— | Suswied 1aa1q | 9 |
| |
00000005 jmop N
0000000  [zzozcoco B

S1e[o1
SJUNOWE 5} YoM
01 Ad 3y7 33e51pU]

are(]
JusTIRTeIS ey

EIEN
SJUNOUIE 317 (oIym
01 A4

U} 37edTpu]
— — e
_[ - SHUBLD) Jud.LINdey

1.y
JSwIsIeIS Sueg

_(l____
|

SYTISN VYL ALLINA-JHINT 11 XIONAddV 'IIXX\— ”ﬂv

—_— e

2207 “0€ dung papuo avad oy sog -
Simouwdeg [ uRULy Pue sproday enuuy
ALTSAANVIID TALLVYEIO0-0D VAN MAN
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XIII. APPENDIX HI: RECORDING OF TRANSFERS FROM OTHER GOV’T ENTITIES

Ministry of Trade,

Industry &

Cooperatives 05.05.2022 | Development 50,000,000 50,000,000 50,000,000

Total 50,000,000 50,000,000 50,000,000
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