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PREAMBLE

I 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 pari:s 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

I have audited the accompanying financial statements of Pyrethrum Processing Company
of Kenya set out on pages 1 to 49, which comprise the statement of financial position as
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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.
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.

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 Pyrethrum Processing Company of Kenya 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 (IFRS) and comply with the
Kenyan Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Property, Plant and Equipment

The statement of financial position and Note 14 to the financial statements reflects
property, plant and equipment balance of Kshs.5,266,659,000. As previously reported
review of related records revealed the following anomalies:

1.1. Land Parcels Without Ownership Documents

Review of the land parcel ownership documents revealed that the Company did not have
in possession the title deeds or any other ownership documents for the following listed
land properties;

Land Parcel Ha Acres

Nakuru Municipality (Factory) 3.5670 8.814

Nakuru Municipality Block 8 0.7990 1.970

Nakuru Municipality (Godown) 0.2376 0.587

Nakuru Municipality (Little High ridge) 0.0295 0.073
01 joro Orok Farm 865.000
Nyaribari/Keumbu-Nyosia Pyrethrum Seed
Propagation Centre

Unknown Unknown

Nakuru Municipality (Shauri Yako Estate II) 0.1430 0.354
Nakuru Municipality (Shauri Yako Estate I) 0.1430 0.354
Nakuru Municipality (Bondeni Estate II) 0.1858 0.459
Nakuru Municipality (Bondeni Estate I) 0.1858 0.459

1.2. Land Parcels not Updated in the Asset Register

The assets register provided for audit was not updated and the following Company
properties were not disclosed in the assets register:

Proposed Olorropil Pyrethrum Nursery plot
Naivasha town plot
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iii. Eldoret town plot
iv. Plot 895 Ex-Lewa settlement scheme in Mem District-5acres
v. Olenguruone Township Plot No. 4/6
vi. Eldama Ravine town plot
vii. Proposed Olokurtu Trading Centre

1.3. Illegal Occupation of Nyandarua/Mawingo Farm by Agriculture and Food
Authority (AFA)

The Agriculture and Food Authority (AFA) has occupied 35 acres of land parcel
Nyandarua/Mawingo farm owned by the Pyrethrum Processing Company of Kenya since
September, 2017. The land was illegally allocated to the Authority through the Pyrethrum
Industry Recovery, Implementation & Oversight Team (PIRIOT) report. The allocation of
the Company's farm by Pl RIOT to AFA was not subjected to due process by the PPCK
Board, AFA and the Government and is not authentic since the report was not signed. In
addition, there was no lease agreement in place. Further, in a meeting held on 25
September, 2023 between PPCK Management and AFA, AFA had claimed transfer and
acquisition of the legal ownership of the farm on the basis of improvements they had
undertaken on the farm and allocation of the land as indicated on the PIRIOT report. The
Managing Director wrote to the Principal Secretary vide letter reference number
MD/PPCK/B.16 (a)/2873/2023 dated 26 October, 2023 requesting for a follow-up of the
return of the Mawingo farm to the Company. However, there has been no response from
the Principal Secretary.

2.1 Land Matters at Oljororok Farm

0

Included in the property, plant and equipment balance is a property in Oljoro Orok farm
whose historical cost is Kshs.360,000,000 for 865 acres. A physical verification of the
farm during the previous year under audit highlighted the following matters;

The farm did not have a fence around it, except for the small area where the
Corporation's farm offices are situated. As a result, a large part of the farm had been
encroached by squatters. It was explained that the squatters had taken up about 400
acres or half of the farm.

ii. It was also observed that a public road had been recently cut across the property, thus
opening up the land to trespassers. This situation further exposes the Corporation to
the possibility of additional squatters on the land or possible illegal hiving off of
sections of the land.

iii. There was evidence of old tree stumps which had been cut down. However, it could
not be confirmed who had cut down the trees and what benefit the Corporation gained
from the same.

2.2 Other Anomalies Noted on Property, Plant and Equipment

Included in the property, plant and equipment balance of Kshs.5,266,659,000 are
motor vehicles and computers with a net book value of Kshs. 1,414,000 and
Kshs.2,146,000 respectively. Review of the assets register revealed that fifty-one (51)
vehicles and thirty-one (31) computers have been fully depreciated and have not been
revalued yet they are still in use at the company and continue to incur operational
costs.
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ii. In addition, the property, plant and equipment balance include an extraction plant
purchased and installed in the year 2006 at a cost of Kshs.305,872,000 and whose
net book value is Kshs.147,000,000 that has never been commissioned. Although
Management has explained that the machine was purchased in anticipation of an
increase in flower deliveries to the factory and that the plant will be commissioned in
future once the industry is revived, evidence to indicate the steps taken to revive the
industry was not provided. Further, technological changes and wear and tear are
bound to adversely affect the idle machines and may result in the loss of funds
invested in the asset. The Management explained that it intends to dispose of the
plant since it's not of economic value at the moment. However, selling plans have not
yet commenced.

In the circumstances, the accuracy, completeness and ownership of properi:y, plant and
equipment balance of Kshs.5,266,659,000 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIs). I am independent of the Pyrethrum Processing Company of Kenya
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of the budget and actual amounts reflects a total revenue
budget and actual amount on comparable basis of Kshs.544,827,000 and
Kshs.396,262,000 respectively resulting to an under collection of Kshs.148,565,000 or
27% of the budget.

The under collection might have affected planned activities and impacted negatively on
service delivery to the public.

Further, a comparison of the budget and actual expenditures for the year under review
revealed that various expenditure items had exceeded the budget as tabulated below:

Component Final Budget Actual Variance
Percentage
Overutilization

Use of Goods
and Services 66,200,000.00 93,836,000.00 27,636,000.00 42%

Other
Payments 151,142,000.00 199,530,000.00 48,388,000.00 32%

In circumstances, the entity effectiveness of its budget controls could not be confirmed.
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2. Material Uncertainty in Related to Going Concern

The statement of financial position reflects current liabilities balance of
Kshs.1,612,877,000 which exceeds the current assets balance of Kshs.666,437,000
resulting to a negative working capital of Kshs.946,440,000. Further, the statement of
profit or loss and other comprehensive income reflects a deficit of Kshs.83,582,000
resulting to a increase in accumulated general reserve deficit from Kshs.523,645,000 as
at 30 June, 2023 to Kshs.671,593,000 as at 30 June, 2024. The Company is, therefore,
technically insolvent and its continued sustainability of services is dependent upon
support from the National Government and its creditors.

In the circumstances, the Corporations' ability to continue to sustain its services could not
be confirmed.

My opinion is not modified in respect of these matters.

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 and Material Uncertainty Related to Going Concern
section, I 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 the failure to resolve them.

Other Information

Management is responsible for the other information set out on page iii to xxxv which
comprise of Key Entity Information and Management, The Board of Directors,
Management Team, Chairman's Statement, Report of the Chief Executive Officer,
Corporate Governance Statement, Management Discussion and Analysis, Environmental
and Sustainability Reporting, Report of the Directors, Statement of Directors
Responsibilities, Statement of Performance Against Predetermined Objectives. 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 I have performed, I
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conclude that there is a material misstatement of this Other Information, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

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, I
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. Non-Compliance with Law on Ethnic Composition

Review of the ethnic composition of the entity revealed that during the financial year under
review fifty-one (51) staff out of one hundred and thirty-five (135) were from one ethnic
group representing 38% of the total workforce of the entity. This was contrary to Section
7(1) and (2) of the National Cohesion and Integration Act, 2008 which states that all public
establishments shall seek to represent the diversity of the people of Kenya in the
employment of staff and that no public establishment shall have more than one third of
its staff from the same ethnic community.

In circumstances, Management was in breach of the law.

2. Non-Compliance to the One Third Gender Rule

Review of the payroll and other staff records of the entity for the period under review
revealed that out of the one hundred and thirty-five (1 35) permanent employees the entity
had twenty-nine (29) female employees representing 21% of the total workforce. This is
contrary to Part B.22 (2) of the Human Resource Policies and Procedures Manual for the
Public Service, 2016 which states that the Government will endeavor to have a gender
balanced civil service by ensuring that not more than 2/3 of positions in its establishment
are filled by either gender.

In circumstances, Management is in breach of the law.

3. Failure to Onboard Government Services on E-Citizen Platform

In line with government digitization plan all ministries, government departments and
agencies were directed to terminate all non-designated payment platforms and migrate
to the designated Pay bill number within 30 days from 10th July 2023, However, the
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company is still operating and receiving payments via several accounts as tabulated
below even after the deadline.

0

No. Revenue Stream Account No.

1 Rent 1153031779
2 Product sales 1153031337
3 Product sale USD 1153032171
4 Product sales EURO 1153032422

In the circumstances, Management was in breach of the Government directives.

4. Under-Utilization of the Processing Capacity.

Review of the company's operations revealed that the company has a processing
capacity of 25MT of flowers per day translating to 9,125MT per year. During the year
under review the company only made three runs processing a total of 411MT which is
suboptimal compared to the processing capacity. Upon enquiry from the management, it
was explained that the company has to accumulate flowers averagely for three months
before the same is enough for a run, this is due to the slow flower reception as a result of
lack of funding to purchase the flowers and flowers production. This has in turn led to high
production costs due to diminishing pyrethrin content of the stored flowers, idle time of
the machine, operations inefficiencies due to processing of low quantities and
underutilization of the factory staff.

In circumstances, the effectiveness of utilization of machinery and human resources could
not be confirmed.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I 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. I believe that the audit evidence I 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, I confirm that nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Company's Act, I 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. In my opinion, adequate accounting records have been kept by the Company, so far
as appears from the examination of those records; and,

iii. The Company's financial statements are in agreement with the accounting records
and returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and the
Kenyan's Companies Act and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of the

effectiveness of internal control, risk management and overall 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 liquidate the Company or 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 are

in compliance 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 (ISSAIs). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
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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 IFPP 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 I express a
conclusion on whether or not in all material respects, the activities, 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, I
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.

Further, I 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://www.oaqkenva.c)0.ke/auditor-aenerals-
responsibilities-for-audit/. This description forms part of my auditor's report.

0

IBSFCPA1
AUDITOR-GENERAL

Nairobi

31 December, 2024
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