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CHAIRMAN'S REPORT
For the Fincrncicr I Yecr r errciecl .10 lune 2006

lntroduclion:

It is my pleosure to present to you our Annuol Report ond Finonciol Stotements

for the yeor ended 30'h June 2006. Since Morch 2002, when Notionol Housing

Corporotion took oyer monogement Trussed Rofter Development Unit now (Reseorch

Development Unit Compony) from the Government, onnuol troding results hod been

chorocterized by poor soles volumes ond high operoting costs. The some results

were witnessed in the yeor 2005/06.

Economy

The building industry hos recorded steody growth since 2002 ofter o length slump.

This hos been ottributed to prudent fiscol policy ond stoble politicol environment.

There ore chollenges in the industry however, ond porticulorly in the roofing port of

the building. Avoilobility of timber hos been singled out os the most serious chollenge

considering the speed ot which our forests ore disoppeoring. The scorcity of timber

therefore meons thot the little thot is ovoiloble is sold expensively, chollenging

people in the industry to look ot other roofing olternotives.

Morketing

To fully exploit the morket, RDU Compony Limited is committed to oggressively

morket the compony's products ocross the country to developers, consultonts ond

other stokeholders. There is potentiol to morket our services in the neighboring

countries of Tonzonio, Ugondo ond Southern Sudon, where we believe there is

o reody morket. These morkets will be exploited once we ore sotisfied thot we

hove the structures ond infrostructure to deliver, porticulorly ofter we substontiolly

oddress our enormous untopped locol potentiol. The Compony employed o Generol

monoger ond o Deputy Generol Monoger to study the viobility of the Compony

ond develop business strotegies to improve the morket shore ond profitobility.

Future Prospecls

Preliminory studies by the Generol Monoger ond the Deputy Generol Monoger

indicote thotthe Compony is vioble especiolly with introduction of other complementing

products such os ponel ond flosh doors.
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CHA!RMAN'S REPORT
For the Finqncicrl Yeor endecl 30'' Jurre 2006

Appreciotion

I wish to extend my sincere oppreciotion to oll our customers who supported us this yeor, my fellow Boord

Members, Monogement of Notionol Housing Corporotion ond oll stoff. lt is my proyer thot the some will

continue into the future.

BOSIRE OGERO

CHAIRMAN

RDU
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STATEMENT OF DIRECTORS' RESPONSIB!LITIES

The Componies Act Cop 486 requires the Directors to prepore finonciol stotements for eoch finonciol yeor,

which include o bolonce sheet showing in detoil the ossets ond liobilities of the Componn o stotement of

income ond expenditure, ond such other stotements thot the Directors moy deem necessory. lt olso requires the

Directors to ensure the Compony keeps proper books of occount ond other books ond records in relotion to the

Compony ond to ollthe undertokings, funds, investments octivities ond property of the Compony. They ore olso

responsible for sofeguording the ossets of the Compony.

The Directors occept responsibility for the onnuol finonciql stotements, which hove been prepored using

oppropriote occounting policies supported by reosonoble ond prudent iudgments ond estimotes, in conformity

with generolly occepted occounting proctice ond in the monner required by the Componies Act. The Directors

ore of the opinion thot the finonciol stotements give o true ond foir view of the stote of the finonciol offoirs

of the Compony ond of its operoting results. The Directors further occept responsibility for the mointenonce

of occounting records, which moy be relied upon in the preporotion of the finonciol stotements, os well os

odequote systems of internol finonciol control.

Nothing hos come to the ottention of the Directors to indicote thot the Compony will not remoin o going concern

for ot leost the next twelve months from the dote of this stotement.

CHAIRMAN

MANAGING DIRECTOR:

DATE: J 2oo K
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REPUBLIC OF KENYA

Telephone : +25 4 -20 -3 4233 0

Fax: +254-20-311482
Emai| cag@kenyaweb.com

P.O. Box 30084-00100
NAIROBI

KENYA NATIONAL AUDIT OFFICE

REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE FINANCIAL
STATEMENTS OF RESEARCH DEVELOPMENT UNIT COMPANY L TD (A SUBSIDIARY

oF NATTONAL HoUSTNG CORPORATTON) FOR THE YEAR ENDED 30 JUNE 2006

I hove oudited the finonciol stotements of Reseorch Development Unit Compony Ltd, o subsidiory of

Notionol Housing Corporotion, for the yeor ended 30 June 2006 os set out on poges 12 to 22 which

comprise the bolonce sheet os ot 30 June 2006, the Profit ond Loss Account, stotement of chonges

in equity ond cosh flow stotement for the yeor then ended, together with o summory of significont

occounting policies ond other explonotory notes in occordonce with the provisions of Section l4 of the

Public Audit Act, 2003. I hove obtoined oll the informotion qnd explonotions which, to the best of my

knowledge ond belief, were necessory for the purpose of the oudit.

Direclors' Responsibility for the Finonciol Slotemenls

The directors ore responsible for the preporotion of finonciol stotements which give o true ond foir

view of the Compony's stote of offoirs ond its operoting results in occordonce with the lnternotionol

Finonciol Reporting Stondords. This responsibility includes: designing, implementing ond mointoining

internol conlrols relevont to the preporotion ond foir presentotion of finonciol stotements thot ore

free from moteriol misstotement, whether due to froud or error; selecting ond opplying oppropriote

occounting policies; ond moking occounting estimotes thot qre reosonoble in the circumstonces.

Responsibiliry of the Controller ond Auditor Generol

My responsibility is to express on independent opinion on the finonciol stotements bosed on the oudit.

The oudit wos conducted in occordonce with the lnternotionol Stondords on Auditing. Those stondords

require complionce with ethicol requirements ond thot the oudit be plonned ond performed with o view

to obtoining reosonoble ossuronce thot the finonciol stotements ore free from moteriol misstotement.



An oudit involves performing procedures to obtoin evidence obout the omounts ond disclosures in

the finonciol stotements. The procedures selected depend on the ouditor's iudgement, including the

ossessment of the risks of moteriol misstotement of the finonciol stotements, whether due to froud or

error. ln moking those risk ossessments, the ouditor considers internol controls relevont to the entity's

preporotion ond foir presentotion of the finonciol stotements in order to design oudit procedures

thot ore oppropriote in the circumstonces, but not for the purpose of expressing on opinion on the

effectiveness of the compony's internol controls. An oudit olso includes evoluoting the opproprioteness

of occounting policies used ond the reosonobleness of occounting estimotes mode by the directors, os

well os evoiuoting the overoll presentotion of the finonciol stotements. I believe the oudit provides o

reosonoble bosis for my opinion.

Opinion

ln my opinion, proper books of occount hove been kept ond the finonciol stotements give o true ond

foir view of the stote of the finonciol offoirs of the Compony os ot 30 June 2006 ond of its loss ond

cosh flows for the yeor then ended in occordonce with the lnternotionol Finonciol Reporting Stondords

ond comply with the Componies Act (Cop 486 of the Lows of Kenyo).

P. N. Komoro, CBS

CONTROTTER AND AUDITOR GENERAL

Noirobi

2l April, 2008



PROFIT AND LOSS ACCOUNT
For the Fincrrrcicr I Yecr r enclecl 30' .June 2006

)

I\btes

IIEOME
TURNOVER

otrr@
DIRECT COSTS

STAFF COSTS

OTHER OPERATING EXPENS ES

LOSS BEFORE TAX

TAX

]ET LOSS

RETAINED LOSSES

The Notes on Pages 8 to 15 form part of these Accounts

z0,0sl2l,0,6
lGhs.

2OO4l2OOs

lGhs.

1 7,297,695

7,?:87,695

9,472,92O

4,27t,585
4,497,635

17,242{1fi
(9,gil,4H,5)

(9,954,44,5)
(g,g54,4r5)

5,865,261

5,865,26L

7,042,242

1,851,355

4,759,864

13,053,461
(7,188,2OO)

(7,188,2OO)

(7,188,2OO)

2

3

4

4
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AS AT 3O JUNE 2006
BALANCE SH EET

CAPITAL EMPLOYED

DFID FUNDING

NHC FUNDING

DFID PROJECT FUNDING

RETAINED LOSSES

REPRESENIED BY

]DN CI,RRENT ASSETS
FXED ASSETS

CT.R,RENTASSEIS
WORK IN PROGRESS

CONSUMABLE STOCK

DEBTORS & PREPAYMENTS

CASH & CASH EQUIVALENTS

TUTAL ASSETS

LIABILITIES
TRADE & OTHER PAYABLES

TOTAL LIABILITIES
IET ASSETS

lbtes
2OOs/2006

tGhs.
g,og1,3og

38,245,337
29,980,000

(44,084,439)

2OO4l2OO5
lGhs

B,og1,3oB

22,337,245
29,990,000

(34,t29,994)

5

6

5

7

32,232,206 26.278.559

B L7,367,174
L7,367,L74

569,433
1,695,176
2,305,823

10,908,920
15A79F52

32,,,4i6,526

6L4,320
6L4,32O

18,032,550
18,032,550

609,252
949,453

t,284,300
5,483,004

9,326,009

26,358,559

80,000
80,000

I
10

11

t2

32,?32,206 26,278,559

" 
*.......?8J.].i o5

3 (5
IvIAI{AGING DATE

The notes on poges \6 to 23 form port of these occounts.



STATEMENT OF C ANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2006

At Staft of Year
Net Profit (Loss)

NHC funding

At Year End

CASH FTOW STATEMENT
FOR THE YEAR ENDED 30JUNE 2006

OPERATIT{G ACTIVITIES
Cash qenerated from operations
Net cash from operating actMities

INVESTI]re ACTIVITIES
Purchase of fixed assets
NHC Fundinq
Net cash froml investing actMities

FINANCIIre ACTIVITIES
Net cash used in financinq activities

Increase/(Decrease) in cash
and cash equivalents

MOVEMENT IN CASH AND
CASH EQUIVALENTS

At stat of the year

At end of year

I\btes

13

11

8

zOOsl20(,6
l(sh.

26,278,560
(9,954,445)
15,908,091

32,232,2O6

2OOs I 2006

l(sh.
(10,037,574)
(L0,037,574)

(444,602)
15,908,092
L5,463,49O

5,425,9L6

5,493,004

1O,9O8,920

2OO4l 2OOs

lGh.
26,2O5,1O5
(7,t88,2OO)

7,26L,655
26,278t56O

2004 I 2005

KSh
(6,875,49L)
(6,875,49L)

( 100,700)
7,26L,655
7,L60,955

285,464

5,L97,540

5,483,OO4



ACCOUNTING POLICIES
FOR THE YEAR ENDED 3O .]UNE 2006

below:
The principol occounting policies odopted in the preporotion of these finonciol stotements ore set out

o. BASIS OF PREPARATION

The finonciol stotements ore presented in Kenyo Shillings (KShs.) ond prepored under the historicol cost

convention, os modified by the corrying of certoin investments ot foir volue.

The preporotion of finonciol stotements in conformity with Generolly Accepted Accounting Principles

(GAAP) requires the use of estimotes ond ossumptions thot offect the reported omount of ossets ond

liobilities, ond disclosure of contingent ossets ond liobilities ot the dote of the finonciol stotements ond

the reported omounts of revenues ond expenses during the reporting period. Although these estimotes

ore bosed on the Monogements best knowledge of current events ond octions, octuol results ultimotely

moy differ from those estimotes.

b. BUILDINGS, PLANT, EQUIPMENT AND MOTOR VEHICIES

All items of plont, equipment ond motor vehicles ore recorded ot cost less depreciotion.

Depreciotion is colculoted on the reducing bolonce bosis, ot the following onnuol rotes:

-Buildings 2.5o/o

- Computer System 3oo/o

- Furniture, Fitting & Equipment 2Oo

- Motor Vehicles 25%
-Plont & Equipment 12.50

Goins ond losses on disposol of motor vehicles ore determined by reference to their corrying omounts

ond ore token into occount in determining the operoting profit.

RDU
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ACCOUNT!NG PO LICIES Continued
FOR THE YEAR ENDED 30 JUNE 2006

c. RETIREMENT BENEFIT OBLIGATIONS

The Compony contributes to o stotutory defined contribution pension scheme, the Notionol Sociol Security

Fund (NSSF).

The compony's contribution to the NSSF in respect of current service is chorged to the profit ond loss

occount in the yeor.

d. CASH AND CASH EQUIVATENTS

For the purpose of the cosh flow stotement, cosh ond cosh equivolents comprise cosh in hond ond short

term, highly liquid investments, reodily convertible to known omounts of cosh ond subiect to insignificont

risk of chonges in volue.

e. STOCKS

Consumoble stocks ore volued ot cost, on the bosis of first in first out.

f. REVENUE RECOGNITION

lncome hos been recognized on occruol bosis. A provision for doubtful debts is mode when collection of
the full omount is no longer proboble.

RDU
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

I. TURNOVER

The sources of income ore os stipuloted below:

ITEM

Sale of timber

Other sales

TOTAL

2. DTRECT CO5T5

This is mode up of:

Labour

Other [Vlaterials

l-imber

Bonus

Transport

TOTAL

3. STAFF COST5

Stoff costs comprise the following:

2005/2006

Ksh.

7,083,020

204,675

7,287,695

2005/2006

Ksh.

3,031,239

983,353

4,409,628

48,700

8,472,920

2o05t2(,(,6
t<sh

4,271,585

2004t2005

Ksh.

5,767,582

97,679

5,865,261

200412005

Ksh.

1,938,853

694,527

4,074,476

249,886

84,500

7,042,242

20o4t2()05
l(sh-

1,851,355Salaries & Emoluments

TOTAL 4,271,585 1,851,355

RDU
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The number of persons employed by the Compony by 30.06.2005 wos 36



NOTES FORMING PART OF T H E FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 20076

4, PROFIT BEFORE TAX

Profit before tox is stoted ofter chorging

ITEM

Depreciation
Directors Fees
Auditors Remuneration
Sub-Total
Other Operating E>genses

Motor Vehicle Expenses
Repairs of Equipment
security
Printing & Stationery
electricity
Postage & Telephones
Insurance
Bank Charges
water
Exhibition
Training
other Expenses
purchases
Sub-Total
TOTAL

5. DFID FUNDING

DFID FUNDING

DFID PROJECT FUNDING

TOTAL

2OOsl 20,06
rGh

l,Log,g78

,.r,,0g,978

2OO4lzOOs
tGh

1,161,915

1,161,915

L,051,7L3
2L,640

461,135
32,724

153,548
389,295
370,423

7,778
t7,200

242,5O0
52,000

468,225
Lrg,876

3,387,657
4,497,635

940,244
567,32O
479,084

54,925
126,366
148,480
737,466

7,847
17,000
13,961

102,000
287,354
727,902

2,997,949
4,1'59,864

2005/2006

Ksh.

8,091,308

29,980,000

38,071,308

2004t2005

Ksh.

8,091,308

29,980,000

38,071,308

RDU
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS
Col-l]irtu_e_d
FOR THE YEAR ENDED 30 JUNE 2006

6. NHC FUNDING

NHC Equity contribution is os follows:

2005/2006

Ksh.

38,245,336

38,245,336

200412005

Ksh.

22,337,245

22,337,245

NHC tunding

TOTAL

7. RETAINED IOSSES

Bal b/d

Prior Year Adjustments

Losses for the year

TOTAL

2005/2006

Ksh.

(34,12e,ee4)

(9,954,445)

(4,O84,4391

200412005

Ksh.

(26,941,793)

(7,188,200)

(34,129,993)

The occumuloted loss brought forword of Kshs.34,129,994 includes o loss of Kshs.26,941,793 from the
operotions of former Trussed Rofter Development Unit.

RDU
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F:)R THE YEAR ENDED 3O .JUNE 2006
HE FINAN IAL TATEMENT

8. PROPERTY PTANT & EQUIPMENT MOVEMENT SCHEDULE

LAND &
Bllrl Dr]G

MOTOR PLANT
VFI{TCI F ENT

F'JRNITURE

& FTTTI]re

COMPUTER

SYlSTEM

TOTAL
AMOUNT

At 30TH IUNE 2006 15,313,476 3,695,000 tl,g02,7g3 L,492,659 249,200 32,642,719

cosT
At 1ST ]ULY 2OO5

Additions

Disposals

DEPRECIATION

At 1ST JULY 2OO5

Charqe for the year

On disposal

At 3OTH ]UNE 2006

NET BOOK VALUE

At 3OTH ]UNE 2006

At 1ST JULY 2OO5

RDU
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L5,3t3,476 3,685,000

2,611,508

382,836

3,475,t05
47,755

tL,713,98L
188,802

6,767,245
595,855

1,405,059

87,600

t,2gg,7og
40,87t

80,000

168,200

11,400

42,66t

32,r97,516
444,602

14,t64,966
t,t09,978

2,994,344 3,522,860 7,363,L00 L,34O,579 54,061 t5,274,944

L2,319,L32 L62,L4O 4,539,683 152,080 L94,L3g L7,367,L74

12,701,968 209,895 4,946,736 105,351 68,600 18,032,550

Depreciotion of fixed ossets hos been chorged to the Profit ond Loss Account
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS
Continued
FOR THE YEAR ENDED 30 JUNE 2006

9. CONSUMABTE STOCK

Stock hos been volued ot cost, ond is mode up of

Stock of Tlmber

TOTAL

I O. DEBTORS AND PREPAYMENTS
These ore mode up of:

Sundry Debtors

lmprest

TOTAL

Sundry Creditors

TOTAL

I I. CASH AND CASH EQUIVATENTS

For purposes of the cosh flow stotement, cosh ond cosh equivolents represent cosh ond bonk bolonces.

I2. TRADE AND OTHER PAYABTES

These comprise:

2005/2006

Ksh.

1,695,176

1,695,176

2005/2006

Ksh.

2,287,885

17,938

2,305,823

2005/2006

Ksh.

614,320

614,320

200412005

Ksh.

949,453

949,453

200412005

Ksh.

1 ,186,200

98,1 00

1,294,3OO

2004t2005

Ksh

80,000

80,000

RDU
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS
Ft)R THE YEAR ENDED 30 JUNE 2006

I

I

I

I

I3. CASH GENERATED FROM OPERATING ACTIVITIES

CASHFLOW GENERATED FROM OPERATION
l,let Profit (Loss) before Tax
Adjustmentsfor items not involving movement of cash

Depreciation
Operatinq profit before workinq capital

Working capital adiustments:
Increase in debtors & prepayments
Increase in stock
Increase/(decrease) in cred itors
Decrease work proqress

Working capita! changes
TOTAL CASH GENERATED

RDU
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2OOs/2006
lGhs.

1,109,978
(8,844,467)

( 1,02 1,523)
(745,723)
534,320
39,819

(1,19311O7)
(LO,O37,574)

2OO4l2OO5
KShs.

(9,954,445) (7,188,200)

1, 16 1,9 16
(6,026,284)

(899,437)
426,847

(824,618)
448,001

(849,2(J71
(6,875,49L1

Page 23
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