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REPORT OF THE AUDITOR-GENERAL ON KENYA SEED COMPANY LIMITED AND
ITS SUBSIDIARIES FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

| draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose: and,

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources and the Report on Effectiveness of Internal Controls, Risk Management
and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

| have audited the accompanying financial statements of Kenya Seed Company Limited
and its subsidiaries set out on pages 1 to 70, which comprise of the statement of financial
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position as at 30 June, 2024 and the statement of profit and loss and other comprehensive
income, statement of changes in equity, statement of cash flows and statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | 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 Kenya Seed Company Limited and its subsidiaries as
at 30 June, 2024 and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards and comply with
the Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1. Inaccuracies in Financial Statements

Review of the Group financial statements revealed variances between the reported
amounts and the recomputed amounts as shown below:

1.1 Group Statement of Profit or Loss and Other Comprehensive Income

Reported Amount
Recomputed as Per Financial
Item Amount Statements Variance
(a) (b) (a-b)
Kshs. Kshs. Kshs.
Revenue 7,197,727,000 7.505,273,000 (307 ,546,000)
Cost of Sales 4,523,770,000 4,848,309,000 (324,539,000)
Other Income 97,305,000 98,060,000 (755,000)
Operating Expenses 1,040,668,000 1,437,171,000 (396,503,000)
Administration Expenses 893,051,000 494,005,000 399,046,000
Selling and Distribution 377,752,000 375,669,000 2,083,000
Expenses
Research and Development 146,764,000 150,168,000 (3,404,000)
Costs
Finance Income 118,956,000 118,705,000 251,000
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1.2 Group Statement of Financial Position

Reported Amount
as Per Financial Recomputed
Iltem Statements Amount Variance
(a) (b) (a-b)
Kshs. Kshs. Kshs.
Trade and Other 719,233,000 713,808,000 5,425,000
| Payables
Trade and Other 826,582,000 824,176,000 2,407,000
Receivables
Property, Plant and 9,159,158,000 | 9,158,712,000 446,000
Equipment
Intangible Assets 56,529,000 56,342,000 187,000
Staff Receivables 20,477,000 20,420,000 57,000
Tax Recoverable 330,877,000 339,158,000 (8,280,000)
Employee Benefits 55,776,000 68,812,000 (13,036,000)
Obligations
Inventories 3,180,454,000 3_,366.82?,000 (186,373,000)

In addition, Group statement of comparison of budget and actual amounts was not
presented for audit.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

2. Unconfirmed Loan Capital Issued to Subsidiary Companies

The Company's statement of financial position reflects loans to subsidiary companies
balance of Kshs.226,105,000 which in Note 23(a) to the financial statements includes
amounts of Kshs.21,452,000 and Kshs.31,538,000 in respect of Kibo Seed Company
Limited and Simlaw Seed Company Uganda Limited, respectively. However, the financial
statements for the two subsidiaries did not reflect the loan balances. Further, Note 23 to
the financial statements indicates that Mt Elgon Seed Company Limited was initially
loaned an amount of Kshs.50,078,000 which was later written off. However, financial
statements for Mt Elgon Seed Company Limited were not submitted for audit and
therefore it was not possible to confirm whether the write off was properly effected in the
subsidiary’s books of accounts.

In the circumstances, the accuracy and completeness of loan capital to subsidiary
companies balance of Kshs.226,105,000 could not be ascertained.

3. Unconfirmed Balances Due from Subsidiaries

The Company's statement of financial position and as disclosed in Note 23(b) to the
financial reflects amount dues from subsidiaries balance of Kshs.1,769,381,000 which
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includes balances of Kshs.189,010,000 and Kshs.203,081,000 for Simlaw Seed
Company Uganda Limited and Kenya Seed Company Rwanda, respectively. However,
the financial statements for Simlaw Seed Company Uganda Limited and Kenya Seed
Company Rwanda reflect amounts due to Kenya Seed Company Limited of
Kshs.273,638,000 (Ugx.7,837,738,000) and Kshs.147,504,000 (Rwf.1,495,688,078)
resulting to variances of Kshs.84,628,000 and Kshs.55,577,000, respectively.

In the circumstances, the accuracy and completeness of amounts due from subsidiaries
balance of Kshs.1,769,381,000 could not be ascertained.

4. Unconfirmed Investment in Subsidiaries

The Company's statement of financial position and as disclosed in Note 18 reflects
investment in subsidiaries balance of Kshs.60,074,000 which includes an amount of
Kshs.1,000,000 being 99.96% shareholding in Kibo Seed Company Limited. However,
Kibo Seed Company Limited statement of financial position reflects share capital balance
of Kshs.82,552,000 (Tshs.825,520,000) and therefore the recomputed 99.96% of the
shareholding by the Kenya Seed Company Limited is Ksh.82,519,000
(Tshs.825,190,000). The reported amount varies with the recomputed amount by
Kshs.81.552,000.

In the circumstances, the accuracy and completeness of investment in subsidiaries
balance of kshs.60,074,000 could not be confirmed.

5. Unsupported Property, Plant and Equipment

The Group’s statement of financial position and as disclosed in Note 16 reflects property,
plant and equipment balance of Kshs.9,159,158,000 which includes a balance of
Kshs.8,681,269,000 for the Company. The Company's balance includes a balance
Kshs.4,867,098,000 in respect of land which in turn include two parcels of land with a
total value of Kshs.457,300,000 whose title documents are registered in the names of
private persons.

Although entries in the respective certificates of tittle indicate that the two (2) lease titles
were transferred to the Company on 1 November, 2001, Management was yet to obtain
registered certificates of title for the parcels in the name of the Company. Further, the
two parcels of land were not supported by the respective deed plans.

In addition, the Company’s land balance of Kshs.4,867,098,000 includes four (4) parcels
of land with a total value of Kshs.1,299,000,000 whose acreage details between the
certificates of titles and certificates of search held by Management was not reconciled.

Similarly, the Company’'s assets balance includes an amount of Kshs.200,995,000 in
respect of motor vehicles. However, seven (7) motor vehicles have their log books
registered in private names. Further, log books of two (2) motor vehicles were not
provided for audit inspection though review of records revealed that Management applied
for the replacement of the logbooks from National Transport and Safety Authority on
25 June, 2020.
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In the circumstances, the accuracy, existence and ownership of the land and motor
vehicles could not be confirmed.

6. Unsupported Trade and Other Payables

The Group’s statement of financial position reflects trade and other payables balance of
Kshs.719,233,000 which varies with recomputed balance of Kshs.713,890,000 by
Kshs.5,343,000. The balance includes an amount of Kshs.171,346,000
(Ugx.4,907,798,000) in respect of Simlaw Seed Company Uganda Limited that was not
supported with schedules, delivery notes, invoices and ledgers. Further, the balance
includes an amount of Kshs.15,535,000 owed to a supplier by Kibo Seed Company
Limited since year 2018. No explanation was provided for failure to prioritize the debt
repayment.

In the circumstances, the accuracy, completeness of the trade and other payables
balance of Kshs.719,233,000 could not be confirmed.

7. Unsupported Trade and Other Receivables

The Group’s statement of financial position reflects trade and other receivables balance
of Kshs.826,582,000 which includes an amount of Kshs. 33,524,000 (Ugx.960,230,000)
for Simlaw Seed Company Uganda Limited that was not supported with schedules.

In the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.826,582,000 could not be confirmed.

8. Un-Accounted Research Grants and Outcomes Funds

The Company received a total of USD.1,520 on 21 June, 2023 from the International
Maize and Wheat Improvement Center (CIMMYT). This funding was part of the
collaboration on the Accelerating Genetic Gains in Maize and Wheat (AGG-M) Project.
While a Project report was submitted for audit review, Management did not provide
complete financial records relating to utilization of the funds. Specifically, details regarding
the number of research grants received by the Company and the corresponding amounts
for the financial years 2021/2022, 2022/2023, and 2023/2024 were not submitted. The
grants were not incorporated into the standard budgeting process, and a detailed
schedule of expenditures relating to the research grants was not submitted.

This was contrary to Section 130 of the Public Finance Management Act 2012 which
establishes the principles of precise and consistent budgeting, prioritizing accountability
and transparency in public finance management.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

Emphasis of Matter
Budgetary Control and Performance

The Company’s statement of comparison of budget and actual amounts reflects income
budget of Kshs.7,509,589,536 and actual income amounts of Kshs.5,202,270,764
resulting in an under-performance of Kshs.2,307,318,771 or 31 % of the budget. Further,
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the Company spent an amount of Kshs.1,707,426,028 against actual revenue budget of
Kshs.5,202,270,764 resulting to an under-utilization of Kshs.3,312,844,736 or 63% of the
budget.

The under-performance of the targeted revenue may have affected the implementation
of planned activities and may have impacted negatively on the profitability and overall
performance of the Company.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, | have determined that there are no other key
audit matters to communicate in my report.

Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness of Internal Controls, Risk Management and
Governance. However, the Management has not resolved the issues or given any
explanation for failure to adhere to the provisions of the Public Sector Accounting
Standards Board templates.

Other Information

The Directors are responsible for the other information set out on page iv to Ixv which
comprise of key entity information, chairperson's statement, managing director’s
statement, corporate governance statement, management discussion and analysis,
environmental and sustainability reporting, report of the directors, statement of directors’
responsibilities. The other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Company’s financial statements, my responsibility is
to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1.  Unapproved Board Meetings

Review of Company’s Board expenses revealed that, the Board of Directors convened
thirty-one (31) meetings during the financial under review. Fifteen (15) of these meetings
were for full Board, seven (7) for Finance, Staff and General-Purpose Committee, five (5)
for research production and marketing committee, and four (4) for audit and risk
committee. However, no approval for the nine (9) excess meetings and one (1) excess
meeting held by the full Board and Finance, Staff and General-Purpose Committee
respectively, was sought from the Cabinet Secretary.

This was contrary to Circular. No OP/CAB/1A dated March, 2020 which provides that the
Board meetings shall be restricted to a minimum of four as provided in the State
Corporations Act and capped at a maximum of six (6) for each financial year, or as may
be specified in the respective enabling legal instruments. The same principle shall apply
to respective Committees of the Boards. Approval for any extra Board meetings (including
Special Board meetings) above the maximum number specified shall require a
justification by the Board as to the source of funds, and implications thereof, and reasons
why the same cannot be adjudicated in regular meetings, which request shall be
submitted for approval by the relevant Cabinet Secretary, in consultation with State
Corporations Advisory Committee (SCAC).

In the circumstances, Management was in breach of law.
2. Non-Compliance With Law on Staff Ethnic Composition

Review of the Company’s employment records indicated that during the year under
review, the Company recruited and appointed twenty-eight (28) staff to various positions.
However, review of ethnic composition of the newly recruited staff revealed that out of the
twenty-eight (28) staffs recruited, nineteen or approximately 68% were from the dominant
community. Further, the total number of staff as at 30 June, 2024 was three hundred and
fifty-five (355) officers, out of whom two hundred and twenty-three (223) or 63% were
from the dominant community as indicated below:
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Dominant

Number of Dominant Community
Cadre of Staff Employees Community (%)
Senior Management (Managing 8 3 38%
Director and General Managers)
Managers/Senior Principal 23 18 78%
Officers
Other Permanent and 324 202 62%
Pensionable Staff
Total 355 223 63%

This was contrary to Section 7 of the National Cohesion and Integration Act, 2008 states
(1) All public establishments shall seek to represent the diversity of the people of Kenya
in the employment of staff. (2) No public establishment shall have more than one third of
its staff from the same ethnic community.

In the circumstances, Management was in breach of law.
3. Non-Compliance With the Third Basic Salary Rule

Review of the Company's payroll for twelve months ending 30 June 2024 revealed
instances where several employees of Company received net salaries which were less
than a third of their respective basic salaries. This was contrary to Section 19(3) of the
Employment Act, 2007 and Part C.1 (3) of the Public Service Commission Human
Resource Policies and Procedures which requires public officers not to over-commit their
salaries beyond two-thirds (2/3) of their basic salaries and Heads of Human Resource
Units should ensure compliance.

In the circumstances, Management was in breach of the law.
4. Employees Above Sixty (60) Years of Age

Review of Company's human resource records revealed that twelve (12) employees who
had already attained the mandatory retirement age of 60 years were still in service and
were not in the category of people living with disabilities. This was contrary to Regulation
70(1) of the Public Service Commission Regulations, 2020 and Section 13.7.1 of the
Kenya Seed Company Limited Human Resource Policy and Procedures, 2022 which set
the mandatory retirement age at sixty (60) years and that of persons living with disabilities
at sixty-five (65) years.

In the circumstances, Management was in breach of law.
5. Un-Surrendered Imprest

The Company issued imprest to officers for various official safaris and duties amounting
to Kshs.17,159,729 which was still outstanding at the year end. However, there was no
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documentary evidence that the imprest was subsequently accounted for. Further, review
of the personnel documents revealed that the imprest holders were no longer in service
and no evidence of recovery plans was provided for audit.

This was contrary to Regulation 93 of Public Finance Management (National
Government) Regulations, 2015 which requires the holder of a temporary imprest to
account or surrender the imprest within 7 working days after returning to duty station and
the accounting officer to recover the full amount of outstanding imprest from salaries of
defaulting officers and charge interest at prevailing Central Bank rates.

In the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that | comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

1. Long Outstanding Amounts Due from Subsidiaries

As disclosed in Note 23 to the Company'’s financial statements, the statement of financial
position reflects amounts due from subsidiaries totaling to Kshs.1,769,381,000. This
balance comprises a balance of Kshs.1,959,605,000 being the total amounts due from
five subsidiaries and a provision of bad and doubtful debts balance of Kshs.190,225,000.
Aging analysis revealed that an amount of Kshs.1,958,345,000 was outstanding for a
period exceeding 30 days contrary to Clause 3.7 of the Company's Credit Policy
Framework (Revised in May, 2015).

In the circumstances, existence of an effective debt management system could not be
confirmed and the recoverability of the amount dues remain doubtful.

2. Long Outstanding Amounts Due from Parastatals and Other Government
Controlled Organizations

The Group's statement of financial position and as disclosed in Note 23(c) to the financial
statements reflects amounts due from parastatals and other Government Controlled
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organizations balance of Kshs.1,168,455,000. Included in the balance is an amount of
Kshs.1,121,327,000 that has been outstanding for over 90 days thereby raising doubt on
its recoverability from the various organizations.

In the circumstances, existence of an effective debt management system could not be
confirmed and the recoverability of the dues remains doubtful.

3. Lack of Board Evaluation Report

The Company’s Board did not evaluate itself contrary to Section 1.12 of The Mwongozo
Code of Governance for State Corporations 2015 which states that the Board should
determine its performance criteria, (b) undertake an annual evaluation of its performance.
(2) the evaluation should cover the Board as a whole, its Committees, individual
members, the Chairperson, the Chief Executive Officer and the Corporation Secretary.

In the circumstances, the Board may have missed opportunities for improvement in its
performance.

Basis for Conclusion

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

Conclusion
REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by the Companies Act, 2015, | report, based on my audit, that:

i. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii. The information given in the Directors’ report on page xxviii is consistent with the
financial statements; and

ii. The auditable part of the Directors' remuneration report on pages xxxix to x| has
been properly prepared in accordance with the Companies Act, 2015.

Responsibilities of the Management and Board of Directors

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

In preparing the financial statements, Management is responsible for assessing the
Company's, ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to cease operations.

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

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

The Board of Directors is responsible for overseeing the Company’s financial reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAls will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the aclivities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity’'s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.
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Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's website at: https://fwww.oagkenva.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPm, CBS

AUDITOR-GENERAL

Nairobi

31 December, 2024
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