REPUBLIC OF KENYA

FFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

rrrrr

REF bRT S :
THE NATIONAL ASSEMBLY |
PAPERS T.ATD

DATE: 24 NOV 2021 s

TS

b T Cor

NI R SR TR e
CLERK-AT
THE-TABLE: ( O

THE AUDITOR-GENERAL]

ON

KENYA AGRICULTURAL AND LIVESTOCK
RESEARCH ORGANIZATION

FOR THE YEAR ENDED
30 JUNE, 2019






omcr OF THE
AUDITOR GENEERAL |
Bi0O) Box}?OU%l H()H)() N\H\\( 3 I\l

["r\,

B - MAY 2010

KENYA AGRICULTURAL AND LIVESTOCK RESEARCH
ORGANIZATION
(KALRO)

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDING
JUNE 30, 2019

Prepared in accordance with the Accrual Basis of Accounting Method under the International Public
Sector Accounting



Kenya Agricultural and Livestock Research Organization
Annual Report and Financial Statement for the year ended 30" June 2019

Table of Contents

ABBREVTATIONS ....oonssousncm s s o imusansssne i osimssisses 5 5 75675 0685 5 sa55ss0 75 555 V55 R 8655 5o iii
l. KEY ORGANIZATION INFORMATION AND MANAGEMENT .......cccoiiii \%
1. THE BOARD OF MANAGEMENT ...coonmimsssrsanen onsssnasussmsontos voso siniossiasososssion s 5 5 4 5357 viii
I11. MANAGEMENT TEAM ....ooiiiiii et Xii
IV. CHAIRMAN’S STATEMENT .......cccomsimmnmessmsansnnssossasssssossnsansones ssusnsssassss s iosis s sisoss xiii
V. REPORT OF THE CHIEF EXEGUTIVE QFFICER ... s o isnmsssssssnns s m i namms Xiv
VI CORPORATE GOVERNANCE STATEMENT .....ocoiiiieneeseere e Xvi
VIL MANAGEMENT DISCUSSION AND ANALYSIS ...oooiiiiccininee e, xix
VIII.  CORPORATE SOCIAL RESPONSIBILITY STATEMENT ....ccvioiiiriiiiiiiiiiie xxil
IX. REPORT OF THE DIRECTORS. ...ttt XXV
X. STATEMENT OF DIRECTOR'S RESPONSIBILITIES ..ot XXX
XI. STATEMENT OF FINANCIAL PERFORMANCE .......cociimmmmmmmnininisscisnnnns s rnnssnasasseennans 1
X1, STATEMENT OF FINANCIAL POBTTION s coossus erswusnens vus smuranvas ssmemns axwansens swennmganss oo s6s 2
XIII.  STATEMENT OF CHANGES IN NET ASSETS....ctuutuuutuunnmnnrerereennmmmmnmmn e ssesnnn 3
XY  STATEMENT OF CASHFLOWS s casis s i i crm i 60 s s 060 588 SRa0esens 6005 35608 s s 5ev v 4
XV. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS ......ccummmemmmmnsunnnnn 5
XVI NOTES TO THE FINANCIAL STATEMENTS ...ooiiiiiiiiiiniinirs s 6
APPENDIX, L v sns wssossmsussons sss uxs s s svasmos somamns €asa0esa55s s 535 R55580 09255 s S0 SAERRREH AR RRUHRER FER33R 21
e = AL T 23
e = 1D G 24
APPENIDITIX TV . s ssmnasnsmnns ssasos s swsnsns o sess s s samsoo 50 S esss £ 5568 15 158 F00 508 K373 505 YauREASNS HigSs s 25

ii|Page



Kenya Agricultural and Livestock Research Organization
Annual Report and Financial Statement for the year ended 30" June 2019
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Our Vision

Excellence in agriculture and livestock research towards transformed livelihoods.

Our Mission

To conduct agricultural research through application of science, technology and innovation to
catalyse sustainable growth and development in agriculture and livestock Product Value Chains.

Organization Goal

To contribute to the growth of the agricultural sector through research coordination and
regulation; technology and innovation development; and catalyse transfer and utilization of
agricultural research outputs.

Our Guiding Core Values

KALRO will be guided by the following core values in its operations:

a)

b)

d)

f)

Customer orientation

The central focus of KALRO is to provide timely and responsive demand-driven research
interventions aimed at addressing the needs of the customers within the agricultural
sector. KALRO will achieve this by maintaining a culture that promotes responsiveness to
customer needs.

Professionalism

KALRO will uphold high standards of excellence in the provision of services to their
customers. One of the hallmarks of excellence is integrity and ethics in all areas of
operation. In this regard, KALRO research outputs and recommendations will adhere to
the highest standards of scientific rigour, ethics and sound evidence base.

Innovativeness

KALRO recognizes the need for innovation in order to be responsive to the agricultural
sector challenges. In this regard KALRO commits to develop flexible and integrated
solutions in-tandem with the needs of customers and stakeholders.

Collaboration

Given the multi-stakeholder interest that the agricultural sector attracts, KALRO is
expected to collaborate and forge partnerships for the development of the sector in Kenya
and beyond. KALRO will therefore endeavor to create beneficial opportunities for
agricultural research and development.

Environmental consciousness
KALRO will ensure that the environment is conserved while discharging its mandate.
Integrity

KALRO is committed to ethical delivery of its mandate to all stakeholders.
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I. KEY ORGANIZATION INFORMATION AND MANAGEMENT

(a) Background information

The Kenya Agricultural and Livestock Research Organization (KALRO) is a State Corporation
established under the Kenya Agricultural and Livestock Research Act, No 17 of 2013, with
perpetual succession, the power to sue and be sued in its own name and the ability to own and
alienate movable and immovable property. The organization is also governed by the provisions
of the State Corporations Act, Chapter 446 of the Laws of Kenya, an Act of Parliament providing
for control and regulation of state corporations. KALRO falls under the Ministry of Agriculture,
Livestock, Fisheries and Irrigation, and is the country's principal national organization responsible
for research and technology generation on crops, livestock, soil and water management and their
S0cio-economics.

(b) Principal Activities

The Organization's mandate is to undertake, streamline, coordinate and regulate all aspects
of research in agriculture and livestock development, and promote the application of the research
findings, technologies and innovations. Its mission is to conduct agricultural research through
application of science, technology and innovation to catalyze sustainable growth and
development in agriculture and livestock product value chains. In pursuit of this mission,
KALRO seeks to acquire and contribute knowledge and creative solutions that are
participatory and client-oriented; holistic and system-oriented; gender-sensitive and
affordable to its stakeholders.

(o) Key Management

The organization’s day-to-day management is under the following:
1. Director General

2, Deputy Director General (Livestock)

3. Deputy Director General (Crops)

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30 June 2019
and who had direct fiduciary responsibility were;

No. Designation Name

1 Director General Dr. Eliud K. Kireger

2 Deputy Director General-Livestock Dr. Joseph Mureithi

3 Deputy Director General -Crops Dr. Felister Makini

4 Director, Livestock Systems Dr. Foustine Wandera
5 Director, Socio-Economics & Policy Development Dr. Festus Murithi

6 Director, Knowledge Management. Dr. Jack Ouda

7 Director, Crops Systems Dr. Lusike Wasilwa

8 Director, Natural Resources Management Dr. David Kamau

9 Director, Partnership & Business Development Dr. Monicah Waiganjo
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No. Designation Name
10 Director, Planning & Performance Contract Dr. Joseph Kimemia
11 Director, Human Resources & Administration Mr. Sammy Ndei
12 Director, Finance & Accounts Mr. David Muriithi
13 Director, Supply Chain Management Mr. Stevens Musewe
14 Director, Information Communication and Mr. Boniface Akuku
Technology
15 Director, Internal Audit Mr. Francis Langat
16 Principal Legal Officer Ms. Patricia Ngutu
(e) Fiduciary Oversight Arrangements
) Ministry of Agriculture, Livestock, Fisheries and Irrigation
o The National Treasury
(f) Organization Headquarters
Kaptagat Road, Loresho
P. O. Box 57811-00200
Cellphone. 0709 104 000, 0722 206 986/8/ 0733 333 223/4
Email: directorgeneral@kalro.org
Nairobi, Kenya
(g) Organization Bankers

1. Kenya Commercial Bank
P.0. Box 46950-00100
Nairobi
Tel No. 020-2214878,

2. NIC Bank Limited
P.O. Box 44599- 00100
Nairobi.
Tel No. 020-4450882,

3 Co-operative Bank of Kenya Ltd
P O Box 48231 - 00100
Nairobi
Tel No. 020-2776000

4, CFC Stanbic Bank
P.O Box 30550-00100
Nairobi.

Tel No. 020-3268888.

5. National Bank of Kenya
P.O Box 72866-00200
Nairobi.
Tel No.020-2828000.
6. Stanbic Centre. Chiromo Road. Westlands.
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PO Box 30550 - 00100.
Nairobi.
Tel: +254 20 3268 888. Credit Cards. +254 20 3268 888/999.

7 Barclays Westend Building,
Off Waiyaki Way.
PO Box 30120 - 00100.
Nairobi.
Tel: +254 (20) 3900000. Cell: +254 (722) 130120. Cell: +254 (732) 130120.

(h) Independent Auditors
Office of the Auditor General,
Anniversary Towers, University Way
P.O. Box 30084-00100
Nairobi, Kenya

(i) Principal Legal Adviser
KALRO Legal Office
P.O. Box 57811 — 00200
Cellphone. 0709 104 000, 0722 206 986/8/ 0733 333 223/4
Email: directorgeneral@kalro.org
Nairobi
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II. THE BOARD OF MANAGEMENT
Prof. Moses K. Limo, PhD

Prof. Moses Limo is a Professor of Biochemistry in the
Department of Biochemistry and Molecular Biology, Egerton
University. Holds BSC (First Class Honors), MSc and PhD from
the University of Nairobi. He has a Post Graduate Certificate in
Bioethics from the University of Pretoria, South Africa.

At Egerton University, he served as Chairman, Department of
Biochemistry and Molecular Biology and Director, Graduate
School and Baringo Campus. Prior to joining Egerton University,
Moses worked as Research Fellow in International Laboratory
for Research on Animal Diseases (ILRAD) now ILRI;
Postdoctoral Scholar, University of California ,Davis U.S.A and
Research Scientist at International Centre for Insect Physiology
and Ecology (ICIPE). He also worked as a Visiting Scientist in Animal Disease Research
Institute, Ontario, Canada; Institute of Molecular Biology and Biotechnology, Crete,
Greece. and Centre for Biotechnology and Bioinformatics, University of Nairobi.

Prof. Limo has over 30 years research and teaching experience in Biochemistry and
Biotechnology during which he won research grant awards; supervised and trained
Postgraduate Students and has published widely.

He has a wealth of experience in leadership and management having served for several
years in Boards/Committees in African Regional Postgraduate Programme in Insect
Science and National Biosafety Authority among others. He has trained in Policy
formulation; Corporate Governance; Financial management; Audit and Risk management;
Transformative leadership and resource mobilization; Culture change and Quality
management.

Prof. Limo is appointed Member, Chairman KALRO BoM.

Dr. Michael Wawire

Dr. Wawire is Doctor of Philosophy (Food Science and Postharvest
Technology), Jomo-Kenyatta University of Agriculture and Technology
(JKUAT), Kenya (Collaboration between Dept. of Food Science and
Postharvest Technology at JKUAT, Kenya and Laboratory of Food
Technology, Katholieke Universiteit, Leuven, Belgium. He also holds a
Master of Postharvest and Food Preservation Engineering, Aatholieke
Universiteit Leuven (Belgium) and Complementary Studies in Postharvest
and Food Preservation, Katholieke Universiteit Leuven (Belgium).

Dr. Wawire has a Bachelor of Science in Food Science and Postharvest
Technology, Jomo-Kenyatta University of Agriculture and Technology,
(Kenya). He is currently a Lecturer/Researcher at Jomo-Kenyatta
University of Agriculture and Technology, Faculty of Agriculture,
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Department of Food Science and Technology.
He is appointed Member, KALRO BoM

Dr. Moses Kipng‘eno Rugutt (BVM, MSC, PhD, HSC)

e

Dr Rugutt is currently the Chief Executive Officer/Secretary of the
National Commission for Science, Technology and Innovation
(NACOSTI). He holds a PhD in Veterinary Medicine from University of
Glasgow, a Master of Tropical Veterinary Science at the University of
Edinburgh and a Bachelor of Veterinary Medicine from the University
of Nairobi. He is a Member of the Pharmacy and Poisons Board and
Board of Management of the National Quality Control Laboratory.

He has over 30 years of experience, having served in senior
leadership positions at KARI and Ministry of Higher Education Science
and Technology.

Dr Rugutt is a member of KALRO BoM.
Mr. Walter Oselu

Mr Oselu is currently Senior Chief Finance Officer, State Department of
Livestock. He has over 23 years of service in the Public Service. Worked in
various Ministries and grew through the ranks to the current Grade of
Senior Chief Finance Officer.

=

' He is a holder of Bachelor of Education (B. Ed) Arts in Business Studies and
Economics, University of Nairobi and MBA-Financial Management (First
Class Honours), University of Pune-India.

[ o

4

He represents, PS, State Department of Livestock

Mrs. Anne A. Onyango

Mrs. Onyango is currently Agriculture Secretary, State Department for Crops
Development. She is a Development Practitioner with over 39 years of
experience working for the Government of Kenya in the Ministry of
Agriculture, Livestock, Fisheries and Irrigation.

She holds MSc in Agriculture Extension and Rural Development and BSc in
Agriculture. She holds Presidential Award — Moran of the Burning Spear 2010
(MBS) for her contribution to Agricultural Development in Kenya.

She represents, PS State Department of Agriculture
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Mr. Kimathi Mugambi

Mr Kimathi is currently Senior Chief Finance Officer, National Treasury.

He has over 30 years of service in the Public Service. Worked as Finance
Officer for 23 years in various Ministries and grew through the ranks to the
- current Grade of Senior Chief Finance Officer.

He is a holder of Business Accounting and Economics Degree, Kenyatta
University, MBA-Finance, University of Wales- Cardiff and Advanced
Management Programme Strathmore, Business School

He represents, PS National Treasury

Ms. Scholastica S. Matunge

Ms. Matunge is currently pursuing her PhD in Human Resource at the
University of Nairobi. She holds an International Diploma (HR). Mrs.
Matunge is a holder of MBA HR Option and BED Arts (Second class honors
upper division)

Ms. Matunge is appointed Member, KALRO BoM.

Mr. Elijah K. Nguyo

Mr Nguyo is appointed Member, KALRO BoM.
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Mr. Harry G. Mwangi

Mr Mwangi holds a Master of Science in Agriculture (Animal Nutrition)
and has attended several managerial training courses both locally and
overseas. He has over 27 years of experience working for the
Government of Kenya in the Ministry of Agriculture, Livestock, Fisheries
and Irrigation with vast experience in agricultural extension systems as
well as the National Agriculture Research agenda. He joined the service
as a subject matter specialist, Head of Department at the present
counties, as well as subject matter specialist at the Provincial level. At
the provincial level he headed the Research Liaison Division, where he
participated in setting the Agriculture Research Agenda. Currently, he is serving as the Director
Agriculture Research and Innovation. He is a member of Animal Production Society of
Kenya(APSK) and also serves as a livestock judge inthe country. Among his many
achievements, is the development of the sheep and goats breeding policy and supplying farmers
with sheep and goats breeding stock.

He represents, PS State Department for Agricultural Research
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III. MANAGEMENT TEAM

1. Dr. Eliud K. Kireger-B.Sc.; M.Sc.; PhD, OGW
Director General

Dr. Eliud Kiplimo Kireger is the Director General/CEO of KALRO. Prior
to this appointment, he served as the Managing Director/CEO of the
Tea Research Foundation of Kenya. Dr Kireger attained his PhD in
Plant Eco-physiology from the University of Wales, (UK), MSc in
Genetics and Tree breeding from University of Toronto (Canada) and
a BSc in Forestry from Moi University (Kenya). He has trained in
Conflict Management and Resolution, Strategic Leadership,
Company Directorship and Change Management among others. He
was an Appointed Member of the board of management of Kenya
Agricultural Research Institute (KARI) where he chaired the Audit
Committee.

2. Dr. Joseph G. Mureithi-B.Sc.; MSc; PhD.
Deputy Director General, Livestock

He holds a Doctorate degree in Forage Agronomy from Reading
University, UK; a Master of Science degree in Grassland Science from
the same university and a Bachelor of Science in Agriculture from the
University of Nairobi.
Prior to this, he served as the Deputy Director in-charge of the
Research and Technology at KARI. Dr. Mureithi has held professional
.. positions in local and international bodies and has received reputable
- awards from the Soil Science Society of East Africa (SSSEA) and the
American Society of Agronomy (ASA).

3. Dr. Felister W. Makini - B. Sc.; M.Sc.; PhD.
Deputy Director General, Crops

Dr. Felister Makini holds a BSc in Botany and Chemistry from the
- University of Nairobi, Kenya and an MSc in Plant Pathology from
Georgia State University, USA. She also has a PhD in Plant Pathology
from the University of Greenwich, UK and has done several short
. courses in various fields. Prior to her current position, she worked as
* the Deputy Director in charge of the Department of Outreach and
Partnerships at KARI. Recently together with others she published an
operational field guide to innovation platforms as the lead author.
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IV. CHAIRMAN'’S STATEMENT

In the year under review, the KALRO Board of Management (BoM) ensured that the environment
for the implementation of the 1st KALRO Strategic Plan (2017-2021) was created and sustained.
In addition, the Board spearheaded the implementation of policies that guided the annual activity
planning and milestones of the Organization. Subsequently, a performance contract with the
Ministry of Agriculture, Livestock, Fisheries and Irrigation was drawn and we committed ourselves
to the achievement of the set targets. I am glad to report that we recorded commendable
achievements on the targets for the year. Going forward, the Organization will continue to adopt
the Agricultural Productivity Value Chain (APVC) approach for all research programmes and
projects.

Investment in fundamental research went up during the year under review. Whereas the
extended drought during the period under review negatively affected AIA from sale of farm
produce, the Organization realized marginal increase in total AIA. Further relief has been realized
with the onset of the implementation of USAID FtF, CS —APP and KSCAP Projects and support
from the National Government. The BoM ensured that the Organization’s innovation programmes
were developed and implemented in collaboration with sector, industry and funding stakeholders.
This was and remains important for sustainable investments in research to build technical and
operational capabilities for KALRO to play a significant role in developing and disseminating
technology and innovations that target both the local and global markets.

Although progress has been made towards the achievement of the Organization’s strategic
objectives, considerable effort still needs to be built to enhance stakeholder awareness and
support for agricultural and livestock research initiatives to generate technology and innovation
for enhanced productivity in agriculture. This will ensure improved incomes for farmers and
attainment of food and nutrition security. The Organization recognizes the need for continual
improvement of internal efficiencies in order to respond to challenges facing the agricultural
innovation system promptly, effectively and affordably. Management has been tasked to
accelerate plans already underway to address these challenges.

I thank the Government of Kenya, development partners, collaborators, farmers, the KALRO
Management and the entire staff for working hard to record these commendable achievements.
Let us work even harder for we still owe our beloved nation and the Kenyan people even more
for next year.

s

Mr. Wilfred Chacha Rotich
Chairman, KALRO BoM

xiii | Page



Kenya Agricultural and Livestock Research Organization
Annual Report and Financial Statement for the year ended 30" June 2019

V. REPORT OF THE CHIEF EXECUTIVE OFFICER

The KALRO Management remained committed to the ideals of Kenya Vision 2030 in the
implementation of the projects planned for the year under review. The activities included
research, which is KALRO's core business, staff development and welfare, all of which were meant
to provide a good working environment, compensate and motivate staff, develop and maintain
facilities in line with the country’s research priorities. The research projects undertaken during
the year were aligned to the first KALRO Strategic Plan (2017-2021),Government Medium Term
Plans (2013-2017), the Agriculture Sector Growth and Transformation Strategy (ASTGS) and the
Big Four Agenda. Furthermore, research projects focused on the assessment, validation and
development of agricultural technologies identified along the Agricultural Product Value Chains
(APVC).

Researchers continued conducting various projects activities with funding mainly from the USAID
FtF and other development partners. The Organization managed to achieve A.L.A totaling to over
Ksh. 938 Million up from Ksh. 889 Million in 2017/18 largely due to gain on change in fair value
of the biological assets. The Management continued to apply the best practices by ensuring that
funds allocated to the Institutes were utilized for the programmes and activities for which they
had been planned. In this regard, the management committed to the application of Enterprise
Resource Planning (ERP) system in Procurement, Financial and Human Resource Management.

A major achievement during the year was the submission of 59 promising lines of different crops
to KEPHIS for NPT, including 24 maize clones tolerant to Maize Lethal Necrosis Disease (MLND).
In 2018/19 FY, testing of 17,218 soil samples was achieved through collaborative linkages with
the Counties and International partners. In addition, the Adaptive Research Programme evaluated
21 pesticides for crop pest management including the Fall Army Worm control.

Notable achievements in livestock research included; four (4) vaccines for Contagious Bovine
Pleuro-pneumonia (CBPP), Rift Valley Fever, and thermo stable PPR and Camel Mastitis were
tested for the third year in the field, and East Coast Fever (ECF) vaccine was rolled out for use
by farmers. On research knowledge sharing, over 134 papers from KALRO researchers were
published and/or accepted for publication in renowned peer reviewed journals. Another 353
papers were presented in conferences around the world and some 121 technical papers were
published with 138 Extension materials developed/updated and availed to users. This offered an
opportunity to our researchers to communicate to farmers, the extension workers and other
stakeholders on the technologies available. A total of 613 farmer training workshops, field days
and demonstrations were held during the period under review.

To ensure that farmers used improved crop varieties and livestock breeds around the country,
the Organization produced and sold 2,391 metric tonnes of basic seed and availed to farmers.
This also included 2.32 million tea cuttings, 18.35 million coffee seedlings, 15,170 improved
coconut seedlings and 22,167 cashew-nut seedlings of improved varieties to enhance crop
production. On livestock production side, 136 Breeding Sahiwal bulls and 362,319 indigenous
chicks among other technologies were availed to farmers. To ensure availability of quality
livestock feed, the Organization tested 1940 feed samples for development of feed rations,
produced and availed to farmers 1,338 thousand clean Napier planting materials.

Through the KALRO Training Master Plan, the management continued ensure human resource
development by coordinating, monitoring and evaluating staff on PhD and MSc training in both
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local and overseas universities as well as identifying potential sponsors for the trainings. KALRO
also provided 753 Youth Internships/industrial attachment and Apprenticeships during the period.

On behalf of the Management, I would like to take this opportunity to thank the Government of
Kenya and our development partners for the support they accorded to KALRO during the reporting
period. This support ensured that the Organization met the set targets leading to a commendable
achievement of most of our Performance Contract targets

Eliud Kiplimo Kireger (PhD, OGW)
DIRECTOR GENERAL
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VI. CORPORATE GOVERNANCE STATEMENT
Overview

The Kenya Agricultural and Livestock Research (KALR) Act, No 17 of 2013 established the Kenya
Agricultural and Livestock Research Organization (KALRO) as a consequence, Kenya Agricultural
Research Institute (KARI), Kenya Sugar Research Foundation (KESREF), Tea Research
Foundation of Kenya (TRFK) and the Coffee Research Foundation (CRF) were merged. The
Organization consists of the Board of Management and a Secretariat which implements Board
decisions. The Act further established 16 Research Institutes which focus on different thematic
research areas. KALRO complies fully and strictly with all requirements of the regulatory and
other non-commercial entities in Kenya including clarity of financial reporting and accountability
to the public (citizens and stakeholders) and aims to set best practice standards in agricultural
research and fair conduct towards its staff, suppliers and general public.

Organization structure

KALRO is governed by a Board of Management as per the KALR Act No. 17 of 2013, while the

day to day management is vested in the Director General who is the secretary to the Board.

The object and function for which the organization is established is to:

a). Promote, streamline, coordinate and regulate all research in crops, livestock,
genetic resources and biotechnology in Kenya;

b).  Promote, streamline, coordinate and regulate research in crops and animal
diseases; and

). Expedite equitable access to research information, resources and technology and
promote the application of the research findings and technology in the field of
agriculture.

Appointment of the Board

The Board is appointed pursuant to the provisions of KALR Act No 17 of 2013. The Chairman of
the Board is appointed by the President of the Republic of Kenya. Members of the Board are
appointed by the Cabinet Secretary, Ministry of Agriculture, Livestock and Fisheries on
recommendation of various hominating institutions provided under the KALR Act.

Board Organization and Structures

The composition of the KALRO Board of Management consists of

a) Chairperson appointed by the President;

b) The Principal Secretary in the Ministry for the time being responsible for agriculture;

) The Principal Secretary in the Ministry for the time being responsible for finance;

d) The Principal Secretary for the time being responsible for livestock;

e) The Secretary to the Science Council appointed under paragraph 6 of the Second
Schedule to the Science and Technology Act;
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f) Five persons appointed by the Cabinet Secretary, of whom

i) One represents the interests of farmers;

1)) One shall represent the interest of the general public;

iii) One shall be a representative of an institution of higher learning;

iv) Two persons co-opted by the Board, who may be non-citizen scientists in the field
of agriculture and who possess such knowledge and experience as may be
necessary for the better carrying out of the functions of the Board; and

V) The Director General appointed in accordance with section 14.

Role of the Board of Management

The Board provides organizational strategic direction and oversight to management as provided

in the KALR Act which states that the functions of the Board of Management of KALRO shall be:

a) Carry out the objects and functions of the Organisation;

b) Advise the Cabinet Secretary on Matters of policy relating to agricultural research;

C) Oversee the effective co-ordination of the operations of the Organisation;

d) Ensure that the activities of the Organisation are consistent with the policy and
objectives of the government, and the national priorities relating to agriculture and
agricultural research;

e) Approve, oversee and evaluate on a continuing basis the programs being implemented
by the Organization;

f) Direct strategic research and policy and prioritize and determine the research agenda;

g) Co-operation with other lead agencies and organizations in carrying out agricultural
research;

h) Development of an economic, efficient and cost effective internal management
structure, strategic Annual plan of the Organization;

i) Implementation and fulfilment of the polices and agreed objectives, performance targets
and service standards of the Organization;

j) Provision of advice as required on all matters within the responsibility of the
Organization; and

k) Perform such other functions as may be necessary for the exercise of its powers under
the Act.

Board Meetings

The Board and its Committees’ are required to meet not less than four times in any calendar year
and not more than four months shall lapse between the date of one meeting and the date of the
next meeting. In addition to the regular Board meetings, there may be other special meetings to
deal with specific matters. During the financial year under review the KALRO BoM held 5 full
board regular meetings.

Other Board information

The KALRO Board of Management is answerable to the Government through the parent Ministry.
The board signs a Performance Contract (PC) every financial year with the Government through
the same Ministry outlining performance targets in line with the above stated functions. The
signed PC is monitored and evaluated periodically and at the end on the contract term.
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Board Committees

To effectively discharge its mandate, the Board established committees with specific terms of
reference.

The Board appointed into committees, members with requisite skills and competence to discharge
allocated responsibilities. In the event that a committee lacked specific skills within its
membership, the Board, with the approval of the oversight body, co-opt skilled non-Board
members to serve on the committee, provided that the chair of a committee shall not be a co-
opted member or the Chairperson of the Board. The Board may, from time to time, rotate Board
members between the committees.

The Board remains collectively responsible for the decisions and actions taken by any committee.
A committee may only perform the tasks delegated to it by the Board and may not exceed the
authority or powers of the Board.

The Chairperson of each committee, in consultation with the Board, determined the frequency of
committee meetings as is necessary to fulfill the committee’s functions. The Chairperson of each
committee, in consultation with management, developed the committee’s agenda. The Board
however determined the procedure and process within which committees take independent
professional advice at the organization’s expense.

The committees promptly reported to the Board any actions taken for ratification and any major
developments that they become aware of. The Board as set out in the terms of reference of the
respective committees, received reports of the committee’s findings and actions.

The Board established the following standing committees:-
i.  Audit, Risk and Governance,
ii. Finance and Administration,
iii. Research, Technical and Innovation

The Organization may establish any other ad hoc committees to handle any special business. The
above committees permit and facilitate more in-depth deliberations on issues that would
otherwise, not be possible in a normal full Board Meetings. The Committees undertake preliminary
discussions of the business of the board and prepare their resolutions for deliberations and
adoption by the full Board Meetings. A decision of any of the Committees only becomes effective
after it has been approved and confirmed by the full board.

Communication

The Board receives management reports in advance of all scheduled meetings and in turn
formally, communicates to staff through the Director General. Informal communication to staff
may be made during Board meetings while in the Organization. Board members cannot commit
the Board in any way when having informal communication with staff.
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VII.MANAGEMENT DISCUSSION AND ANALYSIS
a) Operational performance

During the Financial Year 2018/19, KALRO implemented various projects and programmes under
the Crops and Livestock Research as discussed in detail in the report of the directors. The
Programmes were mainly funded through Government grants, Development partners and
internally generated funds.

Government grants were mainly used for personnel emoluments, operations and maintenance.
Donor funds were used for research technologies in line with partnership agreements. Internally
generated funds were used to cater for utility bills and ploughed back to generate revenue
b) Financial performance
i. Funding trends
The following is a summary of the income organization received in the last five years;

Source of 2018/2019 2017/2018 2016/2017 2015/2016 2014/2015
Funds (Kshs.) (Kshs.) (Kshs.) (Kshs.) (Kshs.)
GoK Funds 4,199,461,130 4,253,740,000 3,128,261,405 2,267,431,333 2,099,625,000
Donor funds 1,103,777,575 1,028,292,514 901,441,578 1,120,371,629 1,187,868,608
Commodity - - 73,976,211 1,026,395,079 1,023,232,119
levy

Internally 938,341,409 888,673,027 646,020,904 529,007,550 581,412,334
Generated

Revenue

Total 6,241,580,113 | 6,170,705,540 | 4,749,700,098 | 4,943,205,591 | 4,892,138,061
Revenue

Funding Trend

4,500,000,000
4,000,000,000
3,500,000,000

3,000,000,000
2,500,000,000
2,000,000,000
1,500,000,000
1,000,000,000 I I B I 5
500,000,000 = e
- A0 B0 Bhn BEEs HAEm

2018/2019 2017/2018 2016/2017 2015/2016 2014/2015
Financial Years

Amount in Kshs

B GoK Funds ®mDonorfunds = Commodity levy B Internally Generated Revenue
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ii. Expenditure trends
The following is a summary of the expenditure in the last five years;

Expenses 2018/2019 2017/2018 2016/2017 2015/2016 2014/2015
(Kshs.) (Kshs.) (Kshs.) (Kshs.) (Kshs.)
Staff Costs 4,468,850,596 3,839,385,842 3,145,121,525 2,987,846,387 2,934,253,114
Administrative 1,704,613,365 1,820,038,861 1,543,984,176 1,930,490,838 2,134,784,624
Costs
Board Expenses 13,408,978 5,827,027 4,693,830 2,409,366 8,593,043
Audit Fees 3,800,000 6,749,844 6,490,355 7,952,992 3,713,430
Depreciation & 360,221,967 369,254,021 464,166,620 598,811,028 537,816,527
Amortization
expense
Total 6,550,894,905 6,041,255,595 | 5,164,456,507 | 5,527,510,612 | 5,619,160,739
Expenses Trend
_ 5,000,000,000

v 4,500,000,000

= 4,000,000,000

%2 3,500,000,000

& 3,000,000,000

»= 2,500,000,000

‘£ 2,000,000,000

= 1,500,000,000

© 1,000,000,000

g 500,000,008 —T

Staff Cost Administrative Cost Board Expense Audit Fees Depreciation &
Amort.
Expenses
m2018/2019 m 2017/2018 = 2016/2017 = 2015/2016 = 2014/2015

The staff costs increased during the year under review due to implementation of the harmonized

staff salaries as per SRC salary guidelines and approval.

Administrative costs caters for research materials, travelling and accommodation, farm
and lubricants supplies for production, laboratory materials, utilities cost,
repairs and maintenance, contracted services, finance costs, property & staff insurance, purchase
of animals & seeds, farmer grants, office running expenses, cafeteria expenses, security
expenses, legal dues and provision for bad debts.

development, fuel
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Board expenses caters for sitting allowances, travelling and accommodation and honoraria.

c) Compliance with statutory requirements
During the current financial year, KALRO complied with all the statutory requirements and
remitted all taxes due in good time. There was no penalty for failure to comply with the statutory
requirements.

d) Material arrears in statutory and other financial obligations
During the financial year 2017/18, the Court of Appeal Civil Application No.272 of 2017, Dinesh
Construction Vs KESREF case was determined in favour of the claimant and a decretal award of
Kshs. 164.621million given. KALRO has partly paid the award and the outstanding amount as at
the end of 2018/19 Financial year was Kshs. 83.621million and is recognized in the financial

statement as a liability.

Also, KALRO is faced with liability relating to NSSF penalty for the period January 1998
to January 2008 which amounted to Ksh. 206.49million. KALRO continues to pay the
obligation and the amount outstanding as at 30t June 2019 was Kshs.69.4 million. This
is recognized in the financial statement as a liability.
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VIII. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

KALRO is committed to contribute to the economic development of the country while improving
the quality of life of our employees and uplifting the general wellbeing of the society by integrating
Corporate Social Responsibilities (CSR) in its values, culture, operations and decisions at all levels.

Kenya Agricultural and Livestock Research Organization has endeavored to give support through:

o Social/Community Development oriented activities by promoting education, sponsoring
primary schools at Kericho, Kisii, Njoro and Ruiru to enhance their education standards;

KALRO through Food Crops Research Institute participated in the following:
¢ KALRO Njoro

o

o

Environmental Conservation - tree planting exercise at Utafiti Primary School and
along River Njoro.

Cleanup exercise within the Lake Nakuru ecosystem/park.

Visited the catholic sisters” home to provide customized advisory services on
horticultural farming skills as well as environmental conservation within their
landscape.

Deployed casuals to work in Utafiti Primary School to perform duties of a day
security guard and a cook respectively

Provided clean water for use by staff and Utafiti Primary School and assisted in
completion of two class rooms — Fixing of windows and Doors.

Participated in the 2018/19 Nakuru National show in Technology transfer to the
Community and entire Nation.

e KALRO Kisii

@]

Contributed bananas for use by the children of Church of Christ Messisita, Kisii
School for the deaf.

KALRO through Coffee Research Institute:

e Assisted the Jacaranda primary school with 5 balls and 54 sets of sports uniform

e Provided Jacaranda primary school with 3 trailers of murram soil for compound
upgrading and some timber for repair of a computer room

e Provided coffee beverage during the issuance of bursaries to Jacaranda Primary Pupils
and during Ruiru Coffee Trade Fair

e Facilitated a public health checkup during the Ruiru trade fair at Coffee Research
Institute, Ruiru Centre

e Provided free Health Care clinic for staff, farm workers and visiting public.

KALRO through Dairy Research Institute:
e Ol Joro Orok Centre

(0]

@]

Constructed a watering point for community livestock downstream from the Ol
Joro Orok water source in the Olborosat forest being a Community livestock
water reservoir

Provided Christmas gift: 50 litres of milk to St Martin, Talitha Kum children’s
home for orphaned children, Nyahururu being a community welfare.
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¢ Naivasha Centre
o Provided a house for community dispensary at the Top Farm Naivasha, to cater
for health and improved livelihood of neighboring communities.

KALRO Tea Research Institute:
e Sponsored Utafiti Primary school
o On educational benchmarking trips to Litein, Nandi, Asumbi and Kipchimchim
o By paying monthly stipend to two Parent Association teachers and Electricity bill
for the School.
e Provided Health talk, testing and treatment for the community.
e Donated 800 tree seedlings to Bomet County during the National Tree Planting day

KALRO through Industrial Crop Research Institute provided a vehicle and a driver to Gatundu
North for the National Polio Immunization Campaign.
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IX. REPORT OF THE DIRECTORS

TECHNICAL RESEARCH PROGRAMME ACHIEVEMENTS: FY/2018/2019

The year recorded significant achievements in various projects under Crops and Livestock
Research. Presented below is the summary of the key achievements for the FY 2018/2019 as per
the set Performance Contracting document.

Improved crop production, productivity and utilization
Soil Analysis and Recommendations

In alignment to the ‘Big Four’ agenda on Food and Nutrition Security, KALRO undertook soil
analysis to enhance food productivity through targeted fertilizer application to specific soil
requirement. In 2018/19 FY, 27,000 soil samples were targeted for analysis. During the period
17,218 samples were analyzed and recommendations given.

Development of improved crop varieties

Fifty nine (59) promising lines of different crops were submitted to KEPHIS for NPT evaluation
during the year against forty six (46) targeted, and thirteen (13) varieties were released form
this lot.

Production of crops’ planting materials

During the FY KALRO produced planting materials of various crops species and availed to
farmers and seed companies for planting, multiplication and commercialization is as shown in
the table below;

Planting material Achievement
) Basic seed (cereals, potatoes, and grain legumes) (MT), 2,391

i Tea plants and cuttings (Millions), 2.329
iii) Coffee planting material (No. Millions), 18.35
iv) Seed cane production (No.’000" MT), 3.18

V) Cassava (No. Million), 1.81

vi) Sweet Potato vines (No. Million), 2.369
vii) Coconut production (No.), 15,170
viii) Production of cashew nut seedlings (No.) 22,167

Improve and maintain crop health and food safety
Evaluation of maize clones tolerant to Maize Lethal Necrosis Disease (MLND)
During the contract period the following were undertaken:

a) 542 maize germplasm were evaluated for MLN tolerance; DH lines-168, Single
Crosses- 290 and DH test crosses were 86;

b) 224 hybrids were put under Performance Field Trials (PYT) at Kiboko, Katumani,
Njoro and Embu;

c) Five (5) advance clones were put under NPT i.e. two (2) f-om AMRI and three
(3) (FRCI).
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Awareness creation and development of control measures for Fall Armyworm (FAW)

The Fall Armyworm (FAW) is an insect pest that invaded the country in March 2017 and has
adversely affected maize production. Currently, it has been reported in 42 counties and if not
controlled on time it can lead to total loss of the maize crop. KALRO created awareness on the
importance of timely identification of the pest and conduct research to develop effective control
strategies for the FAW as Follows;

i) KALRO contributed to development of a brochure by FAW-MITT, 46,000 copies were
printed, KALRO distributed 5,000 copies;

ii) KALRO contributed to development of a poster by FAW-MITT, 13,000 copies were
printed, KALRO distributed 2,000 copies;

iii) Quarterly updated and reviewed one (1) FAW mobile digital application to include
reporting of FAW occurrence;

iv) Two (2) insecticides evaluated and recommended to PCPB for registration;

V) Nineteen (19) chemicals products for control of FAW evaluated (a paper was presented
in the 1st National Conference on FAW in Kenya);

vi) Identified and recommended two (2) biological control agents against FAW -a fungal
entomopathogen (Metarhizium sp.) isolated from FAW larvae, 2 biopesticides from
ReallPM (Beauveria bassiana & Bacillus thuringiensis) evaluated for efficacy (a paper
was presented in the 1st National Conference on FAW in Kenya);

vii) 300 promising maize germplasm lines assembled and screened for resistance/tolerance
at KALRO Kiboko;

viii)Evaluated two (2) Integrated Pest Management (IPM) formats for ecosystem-based
FAW management measures i.e. Intercropping and push-pull technology trials set up in
4 sites;

ix) Evaluated and recommended three (3) botanical extracts and a pre-mix of the 3 for
FAW control to stakeholders (a paper was presented in the 1st National Conference on
FAW in Kenya).

Production of Aflasafe KEO1

Aflatoxin is a poisonous substance produced by fungi, Aspergillus flavus. Aflasafe KEO1 is a
biological control of aflatoxin developed to prevent the contamination of food produce by the
fungi at the farm level. During the FY the organization produced 212.75MT of aflsafe and had a
short fall of 58.25MT due to financial constraints. The reason for the short fall during the period
is attributed to insufficient funds to run the production processes due to low uptake of the
product by the farmers.

Evaluation of Pesticides for crop pest management

KALRO is accredited by Pest Control Products Board (PCPB) to undertake pesticide efficacy trials.
During 2018/19 FY KALRO evaluated all pesticides submitted by PCPB during Long rains and
Short rains seasons.
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Capacity Building on Crop Health Services

Through interaction with farmers and extension officers, KALRO has noted there is a limited
number of a crop health officer at farm level with skills for diagnosing crop pests and diseases
and prescribing solutions for their control.

During the contract period, KALRO undertook the following:
i) Trained 34 crop protection officers and this included 14 KALRO staff;
i) Established 24 Plant Clinics against a target of 22.

Develop and promote emerging crops

These underutilized fruits (guava, Cape gooseberry, sour soup, custard apple, loquat, pitanga
and pomegranate) are increasingly becoming important because they are high in nutrients and
medicinal value, but they have been neglected despite their benefits. Following sensitization of
their usefulness, the demand for their planting materials is growing.

During the quarter,

i) Collected and conserved 2,000 underutilized fruit species i.e. 10 blackberry; 1,800
gooseberries (Loitoktok, Mt Kenya, Mt. Elgon, Koibatek Forest, Timboroa Forest); 2
raspberry; 4 pomegranate (Hurlingham, Katumani, SA, Egypt, Emali), 3 loguats
(Muguga, Katumani, Kitui, Meru, and Limuru); 2 sour soup (Kibos, Naivasha, Busia,,
Bungoma, Makindu); 100 guava; 3 strawberry guava (Kamiti Prison, Nairobi); 3 pitange
(Kamiti Prison); 5 custard apple (Naivasha, Voi, Toi Market, Ngara Market); 3 jackfruit;
tamarind 1; date palm 1; 2 jaboticaba; mulberry (2); tamarinda (Busia, coast);

i) Established seedling nurseries of these fruits in Schools and Agriculture Training Centres
(ATCs) in 22 Counties;

i) Propagated 211,318 against target of 200,000 seedlings of underutilized fruits in the
22 Counties;

iv) Developed five (5) value added products from Cape gooseberry and guava ie guava
sweets; guava jam; guava cheese; guava chutney; guava relish; gooseberry raisins;

v) Submitted registration of six (6) products of value added products of the two (2) fruits
with KEBs.

Conservation of Plant Genetic Resources

KALRO maintains a gene bank with 46,000 accessions of different crop species collected all over
the country. In addition, the gene bank preserves the world simsim and finger millet germplasm
collection. These national and international germplasms require regular rejuvenation to maintain
their viability.

During the contract period, 400 seeds were collected, 1576 accessions were tested for viability,
and 400 accessions planted for rejuvenation.
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Improve livestock production, productivity and product utilization
Breeding Bulls

In 2018/19 FY KALRO undertook the following activities and availed one hundred and thirty
six (136) bulls to farmers:

i) Evaluated and selected dams and sires based on breeding values;

i) Participated in performance evaluation and pedigree recording of selected dams
and sires by Kenya Stud Book;

iii) Carried out two (2) assessments to approve bulls for availing to farmers;

iv) Followed a structured strategy to ensure equity disposal of 136 breeding bulls to
farmers.

Breeding Bucks and Rams

Goats and sheep are critical livestock in Arid and Semi-Arid Lands (ASAL) areas of the country.
Over the years KALRO has provided high quality breeding bucks and rams to the farmers. During
the FY 102 breeding rams and bucks were availed to farmers against a target of 100.

Improved indigenous chicken
i) KALRO has a programme for enhancing capacity for indigenous chicken production.

i) Installed a new hatchery system but not commissioned as the compatible chiller that is
to operationalize it is yet to be fixed.

iii) Produced and availed to farmers 362,319 indigenous chicken against a target of
528,000 chicks a short of 165,681 chicks because the new hatchery is yet to operate.

Improved honey production
Established a functional research apiary unit at ARI- Perkerra;

The short fall of 36% under this performance indicator is because a study on
characterization of honey was done in one county against 10 counties targeted due to
financial constraints.

Develop and promote forages, improved feeds and feeding systems
During the quarter KALRO:

i. Participated in performance evaluation of Three (3) Bracharia brizantha cultivars
(Xares, Piata and MG4) and one Bracharia decumbens cultivar Basilik Brachiaria cultivars
submitted for NPT.

ii. Analyzed 1940 feed samples for their nutritive values and feedback provided to
livestock farmers;

Improve and maintain livestock health

Vaccine development, testing and strategic use are key factors in maintenance of animal
disease-free zones. During the 2018/19 FY research will continue on the remaining four
vaccines for the third year (Contagious Bovine Pleuro-pneumonia-CBPP), Rift Valley
Fever, thermostable PPR and Camel Mastitis). In addition a multivalent Lumpy Skin
Disease vaccine will be included alongside with the others. During the FY the vaccine
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development and testing felt short of the target due to technical, financial and
institutional problems. KALRO carried out the following activities:

Initiate field trials to test the efficacy of thermostable CBPP sub-unit vaccine:
The vaccine was developed but the funding for field testing was not available.
Negotiations with a development partner (IDRC) are at an advanced stage to
provide the necessary funds for this. It will take about 18 months to have the
required results. The results will enable the final product to be registered by
the Veterinary Medicines Directorate (VMD) for commercial use.

Develop camel mastitis vaccine by identifying protective proteins for
Streptococcus agalactiae and test for protection in laboratory models:

The Streptococcus agalactiae bacterium was isolated from camel milk.
Identification of the proteins that can elicit a protective immune response in
camels is ongoing using modern molecular tools. This activity was delayed
because sequencing of the bacterium genome had to be outsourced. The
contract was awarded about a month ago.

Conduct efficacy trial for both, Contagious Caprine Pleuro-pneumonia (CCPP)
and heartwater vaccines:

The vaccine is multivalent that is, it is a combined CCPP and heartwater
vaccine in one. Procurement of experimental animals (goats) has just been
concluded and the trials will be carried out in the next financial year.

Complete on-station and field evaluation of PPR thermostable vaccine:

This activity has not been done. The arrangement was to have KEVEVAPI
produce a new pre-commercial batch of a thermostabilized vaccine (the initial
batch was produced jointly with KALRO) and have it tested on-station and in
the field. This activity will be carried out with funding from the CS-APP project
that kicked off early in the year.

Test multivalent Lumpy Skin Disease — RVFV-PPR recombinant vaccine in
containment— This was not done. It ran into technical, financial and
institutional problems.

Develop robust and sustainable forage seed systems

KALRO continues to develop and promote improved feeds and feed systems. During the
FY the targeted production of clean napier grass cuttings and rangelands grass seed
was attained as shown in the table below:

Activity Achievement
Napier grass cuttings (No."000"), (50%) 1,338
Rangelands grass seed (kg), (50%) 4,580

There was a short fall in grass seed production due to the prolonged drought hence poor
performance of planted seed.
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Develop appropriate agricultural machinery and equipment/implements

During the contract period-:
i) One legume (green gram) seed thresher was developed at KALRO Katumani workshop;
ii) Mechanization index of maize and Sorghum production value chains completed.

Knowledge, information and technologies on agricultural products value chains
research collated, stored and shared

Promotion of knowledge, information and technologies

Low adoption of knowledge, information and technologies (KITS) by various value chain actors is
attributable to many factors including weak relationships and linkages coupled with ineffective
approaches and methods used to manage and share KITS. KALRO therefore recognizes the need for
innovative mechanisms for management and sharing the requisite knowledge. During the FY the
following were achieved:

i) 613 stakeholder trainings sessions on various crops and livestock husbandry practices were
conducted, against a target of 600 have be conducted;

ii) Held 122 consultative fora against a target of 120.
Research Proposals and Publications
To enhance research funding and ensure research findings are shared with stakeholders on timely
basis KALRO undertook the following activities;

i) Established scientific and technical editorial research committees at the headquarter and in
all institutes;

i) Developed and submitted to donors 42 mega research proposals (two per institute) for
funding;

iii) 134 internally reviewed papers were submitted for publications in peer reviewed refereed
journals against a target of 250

iv) 121 internally reviewed technical papers were submitted for publications against a target of
250 papers;

v) 138 extension materials, that include policy briefs, technical bulletins, pamphlets, leaflets
and online library were published against a target of 325;

vi) 353 internally reviewed papers were submitted to scientific conferences against a target of
250 papers.

Review of KALRO Strategic Plan (SP)

KALRO strategic plan was reviewed and aligned to MTP III, the 'Big Four’ national development
agenda and other national priorities. The following activities will be undertaken:

i) Initiated review and incorporated the 'Big Four initiatives, Blue Economy and the Green
strategy and other national priorities;

i) Implementation framework was developed;
iii) Finalized the SP ;

iv) Reviewed the annual work plans
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X. STATEMENT OF DIRECTOR'S RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 15 of the State
Corporations Act, require the Directors to prepare financial statements in respect of that
organization, which give a true and fair view of the state of affairs of the organization at the
end of the financial year/period and the operating results of the organization for that
year/period. The Directors are also required to ensure that the organization keeps proper
accounting records which disclose with reasonable accuracy the financial position of the
organization. The Directors are also responsible for safeguarding the assets of the organization.

The Directors are responsible for the preparation and presentation of the organization’s
financial statements, which give a true and fair view of the state of affairs of the organization
for and as at the end of the financial year (period) ended on June 30, 2019. This responsibility
includes: (i) maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period; (ii) maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position
of the organization; (iii) designing, implementing and maintaining internal controls relevant to
the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets
of the organization; (v) selecting and applying appropriate accounting policies; and (vi) making
accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the organization’s financial statements, which have been
prepared in accordance with International Public Sector Accounting Standards (IPSAS), and in
the manner required by the PFM Act and the State Corporations Act. The Directors are of the
opinion that the organization’s financial statements give a true and fair view of the state of
organization’s transactions during the financial year ended June 30, 2019, and of the
organization’s financial position as at that date. The Directors further confirm the completeness
of the accounting records maintained for the organization, which have been relied upon in the
preparation of the organization’s financial statements as well as the adequacy of the systems
of internal financial control.

With effect from 1st July 2014, Kenya Agricultural Research Institute (KARI), Kenya Sugar
Research Foundation (KESREF), Tea Research Foundation (TRF) and Coffee Research
Foundation (CRF), were dissolved in pursuant to the Kenya Agricultural and Livestock Research
Act 2013. Its newly acquired name is Kenya Agricultural and Livestock Research Organization
(KALRO). This will not affect the organization going concern for at least the next twelve months
from the date of this statement.

Approval of the financial statements

The KALRO financial statements were approved by the Board on 36/0?/20/7 and
signed on its behalf by: e

\ sl R

A

N
Mr. Wilfred Chacha Rotich Eliud K. Kireger (PhD, OGW)
Chairman, KALRO BoM Director General

xxx |Page



REPUBLIC OF KENYA

HEADQUARTERS
Anniversary Towers
Monrovia Street

FFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KENYA AGRICULTURAL AND
LIVESTOCK RESEARCH ORGANIZATION FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

| have audited the accompanying financial statements of Kenya Agricultural and Livestock
Research Organization set out on pages 1 to 22, which comprise the statement of
financial position as at 30 June, 2019, and the statement of financial performance,
statement of changes in net assets, 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. |
have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

In my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Agricultural and Livestock Research
Organization as at 30 June, 2019 and of its financial performance and its cash flows for
the year then ended, in accordance with International Public Sector Accounting Standards
(Accrual Basis) and comply with the Kenya Agricultural and Livestock Research Act, 2013
and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1.0 Receivables from Non-Exchange Transactions
1.1. Debt Recovery

As previously reported, the statement of financial position reflects an amount of
Kshs.387,244,000 under receivables from non-exchange transactions which, as
disclosed in Note 24 to the financial statements, includes an amount of
Kshs.124,496,000 due from the Kenya Planters Co-operative Union (KPCU) — (in
receivership) and Kshs.23,445,000 due from the Coffee Board of Kenya relating to the
Coffee Research Institute. Although the Management has made a full provision of
Kshs.124,496,000 in respect of KPCU debt and forwarded a claim to the receiver
manager, no meaningful progress has been reported towards recovery of this debt as at
the date of this report.
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