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. KABARNE'T HO'TEL LIIVTITED
".eports and Finaocial Statementc
or the ye4r ended June 30,20I7

KE}' CCIMPANY INFORI\{ATION

Background information
Kabarnet Hotel Limited ("KHL", "The Compan),") was incorporated under the Kenya Companies Act
(Cap 486) in 1976 The shareholders of KHL are the Tourism Finance Corporation (TFC, formerly Kenya
Tounst Development Corporation (KTDC)) anO Kipng'ochoclr Farm Lirnited. TFC is the majoritl,
sharehol&r in MEL with a direct controlling stake of 98.4o/o shares with Kipngochoch Farm Limited
l.60lo shareholding. From the management perspective, KHL is classified as a Commercial State
Corporation b1' virtue of being a subsidiary of TFC. The shareholders through the Directors are
responsible for the general policy and strategic direction of the Hotel.

Principal Activities
The prin0ipal activity of the KHL is operation of a hotel facility mainly focusing on provision of
accommodation and confercnce facility se,lrrices to potential customers.

Directors
The Direoors who served the company during the year/period were as follows:

I

2

J

Mrs Pauline Rwamba
Mr. Orumoi T. Jonah
Mr Dickson Yatich

Chairperson
Managing Director TFC
l)irector

Corporate Secretary
Tourisn f inance Corporation
l lth Floor, Utalii Hotrse,lIhuru Highway
P.O. Box 42013-00100
Nairobi - Kenya

Registered Ofrice
Kabarnet Hotel
P.O.Box: I09-30400
Kabarnet
Telephong: 053 - 22094 E-mail: kabarnethotel.ktdc@gmail.oomWebsite:www.kabarnethotel.co.ke

Corporate Bankers
Kenya Cotnmercial Ba*
Kabarnet Branch
P.O. Box I75
KABARNET.

Indepen&nt Auditors
Auditor Qeneral
Kenya Na[ional Audit Office
Anniversdry Towers, University Way

P.O. Box 80084 - 00100
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TT{E BOARD OF D IRECTORS
Ms. Pauline F:wamba is
the Eloard o{' Directors.

,he ch:rirmm of
She is a career

SocialiCommunit_v l)evclopment
Specierlist. She is a consultanr with
Polypat Ccnsultancy ;:irm :fferings 

;

training on Donor Relaticns, ycuth and
Women Empowermen! Table Banking
and Revohrng Fund, Strategxc plani
Market and Value Cthains. Group
Dynandcs ard Coilflit:t Re:;oiution,
Psychc,social Suppoit" knpacr

I PAULINE RWA]\,IBA

2. MR. ORUMOI T. JONAH

3. MR. DICKSON YATICH

i

I

t_

Evaluation and trocumcnmtion-
Financial Literacy ard F.esource
Mobilization

She holds a Master's depree in llusiness
Adrninjstratror (Marke.urg) and a 

1

degree in Business y'.drninistration.
Entrgpreneur-s.hQ

I\dr. Orumoi is the Managing trirector;
Tounsrn Finance Corporation. F,e holds j

a Ma$er of Science degree in Finance
and Invesumenl, and is a Fully eualjfied I

Accountant (FACCA) and a gracluate of i

BA (Hons) rn Accounting & Finance. I

Representing Kipngochoch farnr Ltd
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, LABARNET ITC}]'EL LII\IITID
Rep<llrs and lrinancial Staremcnts
_grgtJrs ended June 30,20li

1\'ANAGEMENT TEAIlI

AMEN
PHOTO PROFESSIONAI-/AC AD

EMIN
QUALtrICATIONS

MBA (Irdarketi ng)- BSc.
Hospi tality Managemen
Dip. Hotel Management
& Dip Sc. Educ.

C.P.A-SECTION I-
DCM il{ Kenya Institute
of Managernent)

AREA OF
RESPONSIBILI

TY

GENERAL
MANAGER

Accountant

t,

1 Rf,UBEN ARGI]T

2 BENSON KANDIE

3 CHARLES TOO Food and
Beverage
Supervisor
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KABARNIT HOTEL LIMITED
Rcports end Finencirl Stetaneotr
For lhc ycar endod June n,2017

CHAIRMAN'S STATEMENT

on behalf of rny fel]ow Board lr{eurbpn a1f the Management,I aor preased to presslr the An,uar Reportof Kabarnet Hotel Lrmited. Thjs rqpqrt addresses haffitrgr.d*d th. Fiilcirr yqr 2016f20r7 andthe Financial Starements of trre ro*fry for the year ended 30u June 20t7.

The Board of I}rmtors e&ts supponed.b the lr,lanage,m€ot o,f the hotel has focused on implementingstrategies aimed at improviog thu hotcl's p.rr"*J* and efficic,ncy and arhancing the varue ofinvestments.

The Tourisn sector has'-in the last twp -vears experienced , ,pqr of poor perfumaoce ,iargcry occasionedby scc,rity concerns and econoni, acn nt - Tsome t"y toi-.t *r*rt . ;de.dona1y, 6e afuoryheresrrrounding the anticipated Kenpn ciqreral Election -o p curreil food prices in rlenp whicb haveincreascd tremendously in the tast nw:rears have also contributed to a cballe,oging busi,ress envbonment.The foregoing affected the performarci ano profitability of thc hoter.

In responsc' the Board initistcd a TuEar.ound stratogr thet inroh,ad &e recruitaent of key personnelsuch as an experienced creneral lvlanagFr in the lotet ffiict mwe n"rrsurtJin a signrficant increase inre\Gnues' ln the coming year, thc hPTTt, wifr tte srypon of fhc B*rd of Dir."orrs, will continuewith the implemeotatiq of .t: T,marfund sharegy *ni"t'ii.ruo"rtilrrfi,,rto.#;"ji"iol'i'#rl'* 
uXilil,1ffiml:jHrt::fffi ffi ,ht'*",oorccompetiriveaudpronrabr.,p,nti"ur",ry

ffiffi,fl;il#,:,;ff1tr"#iiltfiH,L,fte compauy wi* improve signincanrry in thc coming

Finally' I akc tbis opportunity to thank ty fttlow Diroctors, shareholdnrs, Mana,emeil rmd staffforfheir support dunng ft. y"*.

Peuline Rwanrba

4
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REPOqT OF THE CHIEF EXECUTIVE OFFICER

n ?:#l :i *ill'ff :i fl tlffi i [T:i.'iH *oHo# ffi.rril 
presen t t o vou th e a, n uar repo rr

Drring 6" y"at zol?,the hotel achieved a loss of Kshs 2,152,000 as oompared to Kshs 5,ggg,000 in2016' The managemt"it rrowgta"ffirrr trr" trr..ffi;; rsnovation of the facirirywill yierd positiveimpact a$d that more efforts will be Jiiectea towards in'c'=usng operadotrsl .m"i*"y and implementiog
ffi"fl:il:*;:'Iff:,,* *o p*rotion thar "r di.ot"a tor".as ;;;s more business ,w*hin

specific #ategies for improving perfonnance of the hotel will involve;

i sgurcing for conference business to leverags on the nervty refi'bistred cqfcreocc hall with a.. capaciry of 100 participants.
tL Rdfurbishment of the presidential srile curently leased to the county Government of Baringo andsubsequent increase oirrr"ou" g*erated by the facirity.iii' Rahonalization of the hotel'siur- cryital in a 6ia towards ensuring optimar opcrationarefldciency
iv' or&rall cost managsment to achieve industry standards and ma:rimize profitability.

HOTEL LUVIITED
!'inandrt Ststemeats
endcd Junc 30, 20I?

Finally, onibehalf of maoagemeot and
to the Boaid of Drectors for their full
30h June 201

RETIBEN

stdf of Kabarnet Hotel Ir4 pay I orpress our sincere appreciation
support' timely gurdanoe and encouragement d.ring the yea, ended
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K;\IIAR\LI l{O'r[t, LIi\IIt-Iit)
Reports and Finoncial S;atcmen(s
For the year endt'd .lurrt' -10. 2017

CORPORATI.; G O\, ERNANCE STAI'EM ENT

Corporate Govetrance conlpnses rulei. plactices and processes by which a companl,is directed,
controlled and operatsd as power js exercised over its assets and resources. Kabarnet llotel Limited is
commitled to ntaintainrng the highest standards of Corporate Governance. o1y governarce framework,
led by the Board' supports our culture. values and our commiunent to conducting business reryonsibly.

The hotel is run througlt the direction of the Board of Directors. The Board leads the strat(gtc directron of
the 

-hotel through efective oversigtrt eld revieu,. sets the hotel's slrateg:c aims an,J rnonitors the
performance of the hotel. The Board o1'Directors has a sctredule of mattJrs specificailv resened for
Board approval rncluding matters relating to the hotel's busirress and commercial strateg,,- ma-jor capital
projects, oven'iew and control of the holel's operating and financial performance and m,>nitoiing of the
hotel's overall system of internal controls.
The Boatrd ltolds rneetings on a regular basis to deliberate on issues of strategic ;:.nd operational
irnportance as required under Statute. 'Ihe Directors are given timely infornration s< that the1, can
maintain eff'ective control over strategic, 'ir:ancial, operational and .,r*pii*.. issues.
Board of Directors Composition
The composjtion and appointrnetrt of the Board of Director-s in gover:led by the Articles ol'Association of
the company and agtreement befween thc two shareholders; Totnism Finance Corporation and
Kipngochoch Farnr Lirnited. The roles of the Board of Directors are as hereunder.
Chairperson
He chairs the Board and General treetings, including the Annual General Meeting, of t5t, Company. He
leads the operation and governarce of the Board and is responsible for maintaining an effective 3oard.
He ensures that Directors receive timely, accurate and clear information on the hotil's business and that
all Directors are ful,v informed of relevant matters and is responsible for promcting corporate
governance.
Directors
They are responsible for setting the hotel"s strateg),. They also scrutinise the perfo:rnance of the
Management in meeting agreed goals and objectives and monitor the reporting of periormance.
Company Secretary
The Company Secretary role involves assisting the Clhairman in promoting the higher,l standards of
corporate govemance and includes ensuring good information flows within the Board. IIe rlsoadvises the
Board on all govemance matters. He is responsible 1o the Bord for ensuring that its trrocedures are
complied with.
Role of Management
in order to ensure that the Board discharges its responsibilities it delegates some of itr; duties to the
rnanagement of the hotel led by the Hotel Manager. The Management is responsible for the development
of the hotel's strategic direction and implementation of the agreed stratery, They overs,:e its business
operations and manage its nsks. They are accountable to the Board for all aspects of the performance and
mimagetnent of tlre holel. They are also required to provide timely and accurate infonnati<,n to the Board
to enzure the Board makes efl'ective and irrformed decisions.

6
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HOTEL LIMTTED
Fhercid Strlcmertr
eadcd June 30, 201?

ACCOUNTABILITY

of Interest
The Mqnbqs are required to make disclosures of any transaction in which they have interest andwhich constitute a cmflict of interes urd absain from voting when srcb rnattcrs are beingconst

Borrd Menagement Emolnmeots
The of lilanaganent ane entitled to a sittrng and other allourances (where applicable) for everymeeting within the sct Crovemmecrt guidelines. Thc aggrogate amount of ernolumeots pald tothe Mcmbcrs during thc financial ycar for scrvices radcred are disclosed in &e accounts.

Sign:

Date:. .3
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KABARNET HO'IEI, LIMITEI)
Report, and Financial Statcments
For the eoded June J0. 20I7

CORPORATE SOCIAL RESPONSIBILITY SI ATEMENT

In recognition of its obliptions as a responsible corporate entity, the Bord of Directors arrd managementsustained the company's participation in corporate activities that enhenoe &e social, economrc andenvironmental interests that affect the community. consequently, we have endeavorued to contribute toinitiatives that impact on improvement ofrtheir sociar weil-ieing.

The Environment
Environmental Snstainabilit-v is key to the hotel's business. we have therefore, rudertake;r to conributetowards National Forestation initiatives in collaboration with the Forsst Departnent. Srnce 2014, thecompany has sustained a tree-planting programme at Kirand"ich dam- water .rt"h."ot a,ea, where ourmain source of water to Kabarnet town is caming. we have also, encouraged individual fermers to plant
trees along tle upstream.

8
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EOTEL LTMITEI)
and Firnacid Stetcacntt

cndcd hrc 2011

OT THE DIRECTORS

subnit their report togaher with the financial statemsnts for the year ended June 30,show the $ate of the hotel,s affairs.

P rctivithg

rctiury of dre hotel is the operuion of the hotel by providing accommodation andfrcilig scrviccs to potentid cusomers.

The of the compaoy for the pr ended June 30, 2017 ares€t out on page rz-2g

The do not rocsnmend pslm€nt of divifurds

The bers of ttrc B@rd of Directors ubo scrrred the yar are ghowu on page 4 in aocsrdrnc€with
durhg

of the codrpary's Articles ofAssocidion

Ihe Gencrd is responsble for thc statut6y audit of trfubrna Hocl in accordance with thcarticle 4) (5) (6) ama (7) of &o Constitution and RrHic Ardir Acr (2003) whictr onrpowers theCreneral to nominate other auditms to cury out tbc audit on his behalf.

By ofthe Board

Sccrctry
Nsirobi

The

iT l,r
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TL{BAR}{El' HOTEI. I.IMITED
Repons and Financial Sratements
For thc yeer ended Junc J0. 20I7

STATEMENT OF DIRECTORS' RESPONSIBILITIES

l'he Public Ftnance Managernent Acl, 2012 and the State Crcrporations Act, requirg the l)rrectors to
prepare financial stalements in respecr of that cotnpany, which grv€r a true and fair view of tbe state of
affarrs of the horcl at tlre end of the financial year/period and the operating results of the hotd for &rat
year/period. The Drectors are also reErired tc ensure that the company keeps proper accounling records
which disclose with reasonable accuracy tlre financial position otthe **p"rv. Thc Directors are also
responsible for safeguarding tlrc assets of the hotel.

The Directors are responsible for &e peparation and presentation of the compaoy's financial statcments,
rryhich gtve a tue and farr view of tlre state of affarrs of the compmy tur ad as at rhe end of the financial
year (period) endcd on Juoe 30, 2017 This responsibility inclu&s: (i) maintaining alequete financial
m8nagcment arrangements and ensuring that these continue to be effective throrgfrput the reporting
penod: (ii) maintaining proper accoutrting records. which disclosc with reasonabl" ot,rr""y ar any time
the firancial position of the compaoyi (iii) desigring implonenting and maintaining intemal c,ontrols
relerrant to the preparation and fair prcsentatien of the finaocial $aielnents, ana ensluing thd they re
free from material misstatetnentq whether dne to error or fraG (iv) safeguarding r.hi asse6 i'O.
company; (v) sclecting and applylng appropriate accounting policies; and (vi) making :rccounting
estimates that are reasonable in the circumsrances.

Thc Drectors acceg responsibility for,tlre hotel's financial stat€olcntx which har,e been prepaed using
qppropriate accounting policies suppqtedbyreasmable and prudent judgements and estimates, incorformity
with International Fir.ancial Repoung Stmfuds (IFRS), and in the ramner required by the PFM Acr md the
Strte Corporations Act. The Directors arp of the ryinion thx the cmpy's financial-sffiements girrc a tn"re
and far view of the state of compony's tmuastims eriry the fioilcial pq. cnded Jrne 30, 2017, and of gre
company's finaocral position as at tbd dde. The Drectors firlher cmfinm the cmpleaeness of the
accounting recor& mainaincd fot 0te @mpaoy, which have becn rdied upon in the prepraticn of the
conlpany's financial Satements as well as &e adequacy of the $dems of intcrnal financial c,rntol.

Ndting has come tc drc rtention of the Drectors to iodicatc tr8t tte co?rryty will nol rernain I gorng
coDcsrn for at leas the nexl twehrc mmtb frqn tre date of this satement.

Aporrl of the finarciel strteoetrb

Thc curpury's financial stat€meifis wem apfor,ed by the Board or 2l* S€trGrnb€r 2017 td sigp€d or its
behdf b)4

Diroctor Directm

.ttaI
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REPUBLIC OF KENYA
'o

Fax: +
E-mail

+254-20-342330
54-20-3n482
oag@oagkenya.go.ke
:wwwkenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL
OF THE AUDITOR.GENERAL ON KABARNET HOTEL LIMITED FOR THE

ENDED 30 JUNE 2017

I

o
a

R RT ON THE FINANCIAL STATEMENTS

ified Opinion

audited the accompanying financial statements of Kabarnet Hotel Limited set out
pages 12 to 36 which comprise the statement of financial position as at 30 June 2017,

the statement of comprehensive income, statement of changes in equity, statement
cash flows and statement of comparison of budget and actual amounts for the year
n ended, and a summary of significant accounting policies and other explanatory

in accordance with the provisions of Article 229 of the Constitution of Kenya
Section 35 of the Public Audit Act, 2015. I have obtained all the information and
anations which, to the best of my knowledge and belief, were necessary for the

of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
inion section of my report, the financia! statements present fairly, in al! material

, the financial position as at 30 June 2017 and of its financial performance and
cash flows for the year then ended, in accordance with lnternational Financial

rting Standards and comply with the Companies Act, 2015.

is for Qualified Opinion

lnaccuracies in the Financial Statements

Revenue - Sales

statement of comprehensive income for the year ended 30 June 2017 reflects
ue of Kshs.13,537,000. However, scrutiny of the sales day books and sales records

that the hotel earned revenue amounting to Kshs.17,548,615 resulting to an
un rstatement of the revenue by Kshs.4,011,615. ln the circumstance, the financial

is misstated by the same amount.

lnaccurate Computation of Depreciation

depreciation charge for the year of Kshs.1,952,000 disclosed in the fixed assets
t schedule note 7(a) was calculated on wrong costs balances thereby

by Kshs.243,685. Management has not explained reasons for theng the charge
ng forward wrong asset balances in the books over the several periods

1 Trade and Other Receivables

statement of financial position as at 30 June 2017 reported receivables balance of
6,432,000 as supported by Note 9. The receivables increased by Kshs.1,757,000
Kshs.4,675,000 as at 30 June 2016 to Kshs.6,432,000 as at 30 June 2017. Aging

of the Auditor General on the Financial Statements for Kabarnet Hotel Limited for the year ended
201 7
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analysis however revealed that Kshs.3,940,000 (or 61o/o) had remained uncollected for
a period of over one year. Evidently, the company has demonstrated lack of seriousness
in credit control which had adversely affected the profitability and constrained cash flow.
It was also observed that the there was no provision for bad and doubtful debts. ln the
circumstance, the accuracy and collectability of the receivables balance of
Kshs.6,432,000 as at 30 June 2017 could not be confirmed.

1.4 Trade and Other Payables

The financial statement for the year ended 30 June 2017 reflects trade and other payable
balance of Kshs.14,912,000. lncluded in this figure are trade payables of Kshs.2,243,000
which have been outstanding since 2013 and earlier years. The supporting documents
provided in respect of trade payables indicates a figure of Kshs.2,193,356 while the
financial statements reflect a figure of Kshs.2,243,000 resulting into unexplained
difference of Kshs.49,644. According to records provided for audit veriflcation, the trade
payables include suppliers who according to management have changed business
names, closed down and no demand notes have been sent to the hotel demanding the
payments. ln addition, the trade and other payables figure also includes unremitted VAT
of Kshs.9,129,854 and catering levy fees of Kshs.1,439,960, which have been
outstanding since 2013 and whose accrued interest and penalties as a result of delay and
non-remittance has not been disclosed. Provision of audit fees has not been honored
since 2013 amounting to Kshs.374,000. Further, the overall balance of trade and other
payable as per the documents provided indicates a figure of Kshs.14,526,870 while the
financial statements for the year under review shows a figure of Kshs.14,912,000
resulting into unexplained variance of Kshs.385,130. ln the circumstance, the figure of
trade and other payables cannot be accurately confirmed.

1.5 Comparative Figures

The following comparative figures differed between the financial statements as shown in
the table for which no explanation has been made or a correction done.

Item 201st2016 2016t2017
Kshs Kshs

Revenue 11,086,000 9.982.000
Loss (1,s76,000) (2,1s2,000)
Shareholders' Equity 7,729,000 7 .741.000
Cash Generated from Operations 2,994,000 1,329,000
Advance Loan 0 4,323,000

1.6 Property, Plant and Equipment

lncluded inthe statement of financial position as at 30 June 2017 is a figure of
Kshs.62,907,000 in respect of property, plant and equipment. However, the fixed assets
movement schedule disclosed under note 7(a) shows that the closing cost of property,
plant and equipment were incorrectly computed as the total is Kshs.76,870,000 and not
Kshs.76,905,000 resulting to a difference of Kshs.35,000. The net book value of
Kshs.62,907,000 was understated as re-computation reveals a net book value of
Kshs.63,1 10,435 resulting to a difference of Kshs.203,435. The supporting note 7(a) has
not been properly stated and therefore it is difficult to confirm balances at the beginning
of the year, additions and closing balances as the years are mixed up and start dates not
indicated.

Report of the Auditor Generul on the Financial Statements .fttr Kabarnet Hotel Limiled fttr the year ended
30 .lune 20I 7
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ln addition, the net book value of property, plant and equipment of Kshs.62,907,000 as at
30 June 2017 includes the value of motor vehicle KYU 313 of Kshs.16,000 with
accumulated depreciation of Kshs.104,000 indicating that the asset is fully depreciated.
The vehicle has remained grounded over a long period of time and appears
unserviceable. As at the time of audit the hotel management had not disposed of the
vehicle and therefore the vehicle continues to depreciate in value.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kabarnet Hotel Limited in accordance with
ISSAI 30 on 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

Going Concern

During the year under review, the hotel recorded a loss of Kshs.2,155,000 compared to
a loss of Kshs.5,899,000 during the year 201512016 resulting in accumulated losses of
Kshs.81,686,000. ln addition, the current liabilities of Kshs.61,079,000 exceeded current
assets of Kshs.6,838,000 by negative working capital of Kshs.S4,241,000. This situation
indicates a material uncertainty exists that may cast significant doubt on the Hotel's ability
to continue as a going concern. Therefore its continued operation as a going concern is

dependent on the support of creditors and the National Government. The financial
statements do not disclose this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matters described in

the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Mafter

Failure to Submit Annua! Returns

The hotel is incorporated under the Companies Act (Cap 486) and is a limited company.
It was observed that the hotel has not been filing its annual returns with registrar of
companies contrary to Companies Act 2015 and Companies (General) regulations 2015
section 54 and 55.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in 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 lav'rfully and in an effective way.

Report o/' the Auclitor General on the Finonciul Statements .fttr

3
30 June 201 7

Kaburnet Hotel Limited .fur the year ended



Basis for Conclusion

U nconfirmed Borrowings

The statement of financial position as at 30 June 2017 reported borrowings of
Kshs.18,559,000 and Kshs.46,167,000 as supported by notes 15 and 18 (b) respectively.
These balances have remained the same and have not been supported by terms and
conditions. ln the circumstance, the balance could not be confirmed as fairly stated.

The audit was conducted in accordance with ISSAI 4000. The standard requires 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 are in compliance, 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 INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

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

Basis for Conclusion

lnternal Control Weakness

The Kabarnet Hotel Limited had no organizational or governance structure, internal audit
department and risk management policy in place as at the time of the audit in February
2019. Therefore, processes of governing, actions to be taken to mitigate risk, regulations
and accountability had not been structured and documented. ln addition, the staffing
needs of the hotel could not be identified since there was no staff establishment list.

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance 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 Companies Act, 2015,I report based on my audit, that:

i. 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 Hotel, so far
as appears from the examination of those records; and,

Raport tl thc ,luditrtr Gcnerul on lhe Finunc'iul Stutanant.\ litr Kuhurnal Hotal l-inrited lir thc .r'eur endad
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The financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (Accrual
Basis) 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 governance.

ln preparing the financial statements, management is responsible for assessing the
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern/ sustainability of services and using the going concern basis of accounting unless
the Kabarnet Hotel either intends to liquidate the business or to cease operations, or have
no realistic alternative but to do so.

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.

ln 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.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity 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-Genera!'s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness 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.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, 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

Report o/' the Auditor General on the Financial Statements ./br Kabarnet Hotel Limited ./br the year ended
30 June 2017
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an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control 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 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in

which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of noncompliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a

basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

. Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
Kabarnet Hotel's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the hotel to cease
to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the hotel to express an opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

Reporl d' the Auditor (ienerul on the I:inunc'iul Stulements .lbr Kabarnel Hotel Limited lbr the veur endetl
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i ,.

municate with the management regarding, among other matters, the planned scope
timing of the audit and significant audit findings, including any significant deficiencies

internal controlthat are identified during the audit

lso provide management with a statement that I have complied with relevant ethical
uirements regarding independence, and to communicate with them all relationships

other matters that may reasonably be thought to bear on my independence, and
applicable, related safeguards.

I

PA Edward R. O. Ouko, CBS
DITOR.GEN

1 May 2019

of the Auditor General on the Financial Statements for Kabarnet Hotel Limited for the year er
20 t7
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IIOTEL LIMITED
I f.cportt Financial Statementr

ended June 30,2017. or thc

STA OF COMPREITENSNI/E INCOME
FOR YEAR ENDED JUNE 3O,2Ot7

Other

TOTAL

COST

GROSS

SALES

OPERA EXPENSES
Costs

Distribrrion Costs
of property, plant and equiprnent

TOTAL RATING EXPENSES

OPERA G PROfTU(LOSS)

Finance

Finance

PROFTU BEFORE TAXATION

PROFTT/

Note 2017
KShs
'000'

2016
KShs
'000'

13,ssl

1,449

14,986

3,752

1t,234

eJsr

629

9,982

3,219

6,763

11,207
227

1,952

10,443
225

1,994

13J86 12t662

Q,t s2') (5"899)

(.2,152> ( 5,899)

{2,1s2) (5,899)

RE E

Sclling
4(a)
5
7 (a)
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HOTEL LIWTED
end Finrncial Stetcmeoto

For the cadcd Junc 30, 2017

STA OF FIITANCTAL POSTTIoN
AS AT x,2ol7

Allct!
phi and oqurynront

Totrl Atrctc

Cu Arsctr

Trade othor rscorvabb
ctsh brhncesBrn&

TOTAI

AND LHBILITIES
Cepild Rcrcncr

€pitd
resarvc

Revemn RBcervcs

Capitll Bcrcncr
Lhbilties

Torrt Lblxlr&!

Curlut

Tra& othcr payabbs

E

9
IO

136
4,675

r34

Note 20r7
Ksits

'000'

2016
Ituhs
'000'

?(a) 62,907 64.929

62,907 usrp

177
6,432

,ro

ct?rs- o.ru

ll
t2

5,900
65,793

(q,6t6)

(9JX))

1E 559

6,167
14,912

5,000
64,7e3
(7e,534)

l5

r r(b)
t6

rqss tt'a{e

0.7411

I 8,559

46,16'l
r17E9

Toht C|olt Lbbiltlct
I

TOTAL 
rQr* 

ArrrD LraBrLrrrEs

6t,vfit s8956

4Z4s seJJE,

Tbe strtorlils rttre approrrod by tbe Board on 2ld Septcnrbcr 2017 lrd sigood oa is b&f,by:

Mcmba
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KABARNET HOTEL LIMITED
Reportr aud Finencial Sutements
For cndod Junc 2017

STATEMENT OF CHANGES IN EQUITY
FOR. THE YEAR ENDED JUNE 30, 2OI?

ArJrly t,20ts

Total mcome

At Jtne I),2015

Toal cmprehansive income

Ord[ary
rharc crpitel

Lrh'000'

Reryenue
Rceetve

hsh'.(X)0'

Rcvrhrtior
Recewe

ksh'000

Shrre,holders
Equity

I(il.'000'
5rt)ao Q3,634) 66,793 {l,a r)

r V,*' ?n' p (184r)

tr h h h
At July I 2016 Jpoo dgsst) *Jgs t

(7,7411

(2,152)i (2,1521
AI Jpne30,201? 3Io0 (t1,686) ffi.793 (9.893t
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HOTEL LIMITED
F.eports Pinancial Statcnreuts

or ltre cnded Junc 20t7

OF CASE FLOWS
FOR YEAR ENDED JIJNE 30, 2017

Cash

Nct cas&

Net cuh

CASE

CASE

Net cash fron(used in) opereting activitles

ACTIVITIES

Purchasc Furniture and Equiprnent

fron(ured in) invaring acfivitier

ACTIYITIES

Received Note

from(used in) financing nctivities

IN CASH AND CASB EQUTyALENTS

CASH EQUIVALENTS AT BDGIIYNING OF YEAR

cAsxr EQUTVALENTS AT END Otr Tm YEAR

ACTIVITIES
from(used in) operations- Note 17{a) t25 (1,329)

I25 (11329)

7(a) (30) (5,s33)

95 (6,092)

r 6(b) 4,323

95 (2,539)

Note 2011
Ikhs
'000'

201 6
Kshs
'000

(2,s39)

2,673

_i:

95

134

229
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KAEARNET }'OTEL LIIi{ITED
Reportr end Financial Statcmontr
Frtleycrandcd June n,2017

STAIEMENT OF COMPARISON OT BUDGET.AND,A.CTUAL Ah{OT}NTS FOR TTIE IERIOD
ENDED 30 JUNE 201?

Originrl
Budget

16684Fe1

il2,7EX

17,2t7.6&

4p63F37

nerfi

14,3{OB|E

193,0q0

zolz#a
rcrfi"+r
(482,415)

Final
Budget

AcfiuI &
Comprre&

Per{omance
Iliffercnoe

Rovcnuc

Sales

Odrer income

Totel rrrcnurr

Cort of ules

Gro* pro,frt

Epatrcc

Administration costs

Selling and distribution cost$

Deprriation of PPt

TofilOprrdng Og.trrt
Operating profit/,llocs)

r3,536676

r,49,7?7

1+3!0,a13

3,75t 529

uJt+leo

4,L48221)

845,954

(2,30L!671

(1,2U,109)

lL@Jsr)

I3,m5r5O

33,?fi

(108,490)

€,tll,63)
e,07a305)

(4o72#O5l

LL,2%,745

226.Xro

1,954,000

l3/llBrE]5

e2r0,rEs)

Finance lncome

Finance Costs

ho,ft/(Lar) bcforrtrrdm (l|lQfgt (&ero,ltf)
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&ABARNI'.T HOTEL LIMIT.ED
Reports aad Financial Statemeot$

rr tlre l.ear ended June 30, 2OI7

STJMMAR}' OF SIGNIFICANT ACCOTINTING POLICIES
FOR THE }'LAR ENDED JUNI 3O,2AN
The principle accounting policies adopted in the preparation of these financiar statements are set outbelow:

1.( a) Statement of compliance and basis of preparation
Tlre financial statements have been prepared on a historical cost basis except for the rneasuremental re-valued arnounts of certain items of property, plant and equipment, marketable securities andfinancial instruments at fair value, impaired ur*i, at their estimated'recoverable amounts andactuarially determined liabilities at their present 

'alue, 
The preparation of financial slatements inconformity witlr International Financial Reporting stanoaras (rns; allows the use of estimates andassunptioas' lt also requires maoagement to exercise judgement in the process of appllng thecorqpany' s accounting pol i ci es.

The financial staternents have beea 
-prepared 

and presented in Kenya ShiLlings, which is thefunatjonal and reporting culrency of the company ancl all varues are rouncted to ttre near.estthorsand (Kshs'000),

The financial statements have been prepared in accordance with the pFM Act, the StateCorporations Act, and International Furancial Reporting Standards (IFRS). The accounting policies
adopted have beon consistently applied to aJI the years presented.

(b) Changes in accourting policy and disclosures
(i) l'lew standards, onendments and interpr.etations adrpted b,the Hotel

The follorving are new standards that have been adopted by the Hotel for the financial year
beginning on or after I July 2016 amd have no rnaterial impact on the Hoiei:

IAS I Disclosure Initiative - Amen&nents to IAS I Effective for annual periods begi,ning on or
1fter 1 January 2016. The amendmeuts clariff; that entities have flexibilit as to the order in wtrich
they present the notes to financial statements, that specific line items in the statement(s) of profit orloss and oCI and the statement of financial po.itioo may be disaggregated, The materiality
requirements in IAS 1.

IAS ? Disclosure initiative - Amen&nents to IAS 7. The arneudmeots to IAS 7 Statement of Cash
Flows are part of the IASB's Disclosure Initiative and require an entity to provide disclosures that
enable users of financial statements to evaluate changes in liabiliiies arising from financing
acdvities, including both changes arising fiom cash flows and non-cash changes.

IAS 12 Recognition of Defened Tax Assets for Unrealised l-osses - Amendments to IAS 12. The
LASB issued tle amendmsnb to lAs 12 Income Taxes to clari$r tle accounting for defened tax
i$sets for unrealised losses on debt instruments measured at fair ralue. The arnindments provide
guidarrce on how an entity strould determine future taxable profits and explain the circumstances in
which taxable profit nray include the recovery of some asseti for more than tbeir carpyrng amount

l7



2(a)Revenue recognition
Revenue is recognised to the extent thar it is probable that fuhre econornic benefrts will flow to thecompany and tbe revenue can be reliably measured. Revenue is recognised at the fair value ofconsideration received or orpected to be received. in the ordioary ?o*r. of the company,sactivities, net of value-addd tax (vAT), where applicable, ana *rr* specinc crireria have beenmet for each of the company's activdties as described berow.

i) Revenue from the sale of goeds and services is recognised in the year iu whic,h the counpany
delivers products to the customer, the customer has iccepted tn" i,roOurts anl cottectaUitity
of the related receivables is reasonably assured.

ii) Grants fnom Nationd Govetrmeut are recognised in the yea in which the company
acnrally receives srctr gra11s.

(iii)Other income is recognised as it accrues.

b) Budget information

KABARNET HOTEL LI]VIITED
Reportr and Fiuancial Strtenrents
For the year. cnded June 30,ZOlj

The annual budget is prepared on the accrual basis" that is, all plamed costs aud incorne are
p_resented in a single statemetrt to detenmine thE npe& sf the Hotel. The compz,rison benpeen
the budget amounts ard tlre actual performanae are lreserhd as u ,aprn*t* additional
financial statement in the $atetnefit of comparisur of budget and actud amounts

c).In.kind csntributions

In-kind oontributions are donations thatfare made to the compcptyia thc fonn of acfiral gc,ods andlor
services rather than in money or cash tErms. These donations may include vehicleg rqoipr.nt *

el services Whore the financiBl value received for in{<ind contibutionr r* fu ieHably
detmnined, the conpany includes suoh rmfue in the statemeff of oompreheusive iaoome both as revqlue

and as an expensc in equal and oppoSite amounts; otherwiso, the contribution is not recorded

18
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|\ABARNIT HO'IIL LtJt{I'rf,D
Reports and FLranciat Statemenls
or the 1,ear ended June 30. 201 7

st IMMAR\' oF SIGN IFICANT Accolr NTI NG POLICIES (continued)

e.Properry*, plant and equipmeut

AII categories of property, plant and equipment are initrally recorded at cost less accumulated
depeciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts,
being tlreir fair value at the date of re-valuation less any subsequ.ni rrrr*ulated depreciation andimparrment losses. Where re-measurement at re-valued u,rourt, is desired. all items in an asset
category are re-lalued through periodic valuations eamed out by independent external valuers.

Incrpases in tlre caqvrng amounts of assets arising from re-valuation are credited ro other
comprehensive income. Decreases that offset previous increases in the carryng amount of the same
ass€f ars charged against the revaluation reserve account; all other decreases are charged to profit
or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment are determined by
comparing the proceeds from the disposal with the net carrying amount of the items, and are
recognised in profit or loss in the income staternenl.

f.Depreciation and impairment of properg, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress relates
mainly to the cots of ongoing but incomplete works on buildings and otlrer civil- works and
installations.

Depreciation on propeny, plant and buildings is recognised in the income statement on a straiglt-
line basis to r.rrrite down the cost of each asset or the re-valued amount to its residual value o.r"i it.
estimated useful life while motor vehicle and furniture and Equipment is on Reducing balance
method . The annual rates in use af,e:

Buildings and cilrl works
Plant and machinery
Moton vehicles, including motor cycles
Computers and related equipment
Office equipment, furnihre and fittings

25 years or the unexpired lease period(2.5%p.a)
( 12.5% p.a)
25o/"

33.3o/o

12.5%

A full year's depreciation charge is recognised both in the year of asset purchase and in the year
of asset disposal.

l9



XABARNET HOTEL LTMITTD
Reports and Finaucial Statements
For the vear ended June 30. 2017

SUMMARY ots SIGNIFICAITT ACCOUNTING POLICIES (conrinued)

Depreciation and impairment of property, plant and equipment (Continued)

Items of proper[v, plant and equipment are rel'iewed annually for impairment. Where the carrying
amount of an asset is assessed as groater than its estimated recoverable amount, an irnpairment loss
is recognised so flrat the asset is wrifien down immediatelyto its estirnated recoverab.:e amount.

a. Intangible a*reb

Intangible assets comprise purohased computer software licences, which are capitalised on the basis
of costs incurred to acquire and bring to use the specific software. These costs are amortised over
the estimated useful life of the inta"gble assets from the year that they are available for use,
usually over three years.

b. Amortisation and impairment of intangible assets

Amortisation is calculated oa the rhaight-line basis over the estimated usefirl lifi: of computer
softrpare of three years.

All computer software is reviewed aulually for impairment. Where the carrying amount of an
intangible asset is assessed as greatsr thm its estimated recoverable mount, an imprirment loss is
recognised so that the asset is wriUeu down irnmediately to its estimated recoverable ;rmormt.

c" Inymtment property

Buildings, or part of a buildrng (freghold or held under a finrlce lease) and land (fr,:ehotd or hsld
under an operating lease) held for lo[g term rental lelds and/or capital qppreciation, and which are
not occupied by the company,are classified as invesunent popedy under non-surneot assets.

lnvcstment propert-v is carried at fair value, representfurg open market value determincd periodicatly
by independent external values. Chages in fair values are included in profit or loss in the income
statement

d. Inventories

lnventories are stated at the lower of cost and net realisable value. The cost r:f invenlories
comprises purchase price, import dtties, transportation and handirg clurgcs, and is ileternined on
the moving average price lnethod.

e. Trede and other recdvables

Trade and other reoeivables are reoognised at fair values less allowances for any uncollectible
amounts. These are assessed for imppirment on a continuing basis. An estimate is maie of doubtf,ul
receivables based on a review of all nutstanding amounts at the year end. Bad debts iue written off
after all efforts at recovery harrc been exhausted.
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T]ABARNET HOTEL LIMITEI)
D^ports ahd Fiuancial Statenrents

r the yar ended June 30,2011

SIIMMARY or SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Cunent income tax assets and liabilities for the current and prior periods are measured at the
alnount expected to be rocovered from or pard to the tax authorities. The tax rates and tax laws used
to Oompute the amount are those that are enacted or substantially enacted as at the reporting date.
Current income tax relating to items recognised directly in equity is recognised in equiiy and not in
the income staternent.

b) Deferred Tax

De&rred income tax is provided using the liability method on temporary differences at the
reporting date betrveen the tax bases of assets and liabilities and their carrying amounts for
fi nancial reportin g purposes.

Cash ald cash equivalents

Ca$ and cash equivalents comprise cash on hantl and cash at banlq short-term deposits on calt and
highly liquid jnvestments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bar{r account balances include amounts held at the Cenhal Bank of Kenp and at various
corlmercial banks at the end of thc financial year. For the purposes of these financial statements,
cash and cash equivalents also include short term cash imprests and advances to authorised public
officers and/or institutions which were not surrendered or accounted for at the end of the financial
year.

Borrowirtp

Interest bearing loans and overdrafts are initially recorded at fair value being received, net of issue
co$8 associated with the borrowing. Subsoquently, these are measured at amortised cost using the
eflective interest rate medrod. Amortised cost is calculated by taking into account any issue cost
and any discotrnt or premium on settlement. Finance charges, including premiums payable of
settlement or redanption are aooounted for on accnral basis and ars addcd to the crryrng aurouot
of tte insrument to the extent tbal they are nol senled in the period in which they arise. I-oan
interest accruing during the construction of a project is capitalised as part of the cost of the pr

Tro0e and other payables

Trade and other payables are non-intercst bearing and are carried at amortised cost, which is
mea8rred at the fair value of cootrachral value of the consideration to be paid in future in respect of
goods and services supplied, whether billed to the comryny or trot, Iess any payments made to the
suppliers.
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hABARNET HOTTL LIMITED
Reporto and Financial Statements
For tte year ended June 30, 2017

SUIVIM ARY O F SI GNI FICANT ACCO UNTI NG POLICIES{Continued)

f. Retirement benefit obligations

The oompany contributes to the stsutory Narronal Social Security Fund (NSSF). Th:s is a dsfined
contribution scherne registered tnder the National Social Security Act. The compaly's oblil3ation under the
scherne s limited to spocfic contributions legislated from time to time and is currently at IGhs.200 po
employee per month.

g. Provision for staffleave pty

Employees' entitlements to annual leave are reoognised as thEJ agcrue at the rmployees. AI
provision is made for the estimated liability for asnual leal'e at the reporting dde.

h. Exchange rate differences

The accounting records are rnaintai:rcd in tbe functional currcncy cf the primary economic
environment in whioh the company operates, Kenya Shillings. Transacuons in foleign currencies
during the yearferiod are translded into the functional currency using fte exchamge rates
prevailing at the dates of the trans{utioos or valuation where itenos arc re-mqa$red. /rny foreign
exchange gains and losses resultitg from the settlement of suoh transactions and from the
translation at year-end exchange rdes of mouetary ass€ts and liabilities denominated in foreign
curreocies are recognised in pofit or loss.

i. Compantive figures

Where neccssary comparative figres for the previous financial year have beetr amended or
reconfigured to conform to 0re requiled changes in presentation.

j. Subsequent wentc

There have been no events subseq{ent to the financial year end with a significant impact on the

financial statements for the year eodtd June 30, 2011 .
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Fcporte
IIOTEL LIMITED

d Finrncial Statemsrts
thc endod June 2,0t7

PART}' DISCLOSURES

Govemment of Kenye

Govemment of Keuya througb Toun$n Finance Corporation pntrcipalls the shareholder of
Hotcl Limited, holdiry 98 .4% of the equity interest with the rcmarDurg I .6% being held

kipngochoch Farm Iimited.

wero no other related party traasactions involving the Gorrernme,nt of Kenya.

R^ELA

(
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KABABNET HOTEI, LIIVTITED
Reportr end Flrancial Stetcments

1

f,'or Ore ycar crrded June 30,2017

SUMMARY OF ACCOUNTNG E$TIMATES A}JD JUDGEMENTS
IN APPLYING THE ACCOI.JNTING POLTCIES

In the prooess of applying the oompany's acoounting policies, the directors
make some judgements and estimates. Such estimates and judgiemonts are
based on historical experience amotg other facto,rs that are deemed
reasonable under the prevailing citc,mstances. The judgemcuts are
evaluated each financial year to ensrg tlrat they remain reasonable undee
the circumstances and based on available infonnatiou.

The preparation of financial statemept$ reguires management to make
judgements, estimates and asurmptioag that affect thc reported amounts of
revenues, exp€ns€s, asssts and liabilfties and disclosure of contingenr
liabilities when reporting. The jrdgemqnts nrade in the process of applying
the company's accounting policies &a{ have the most significant effect on
the aurounts reported in the finmcial stdtsments include:

l. Prupcrty, Plart and oquipaent

The compaoy's mauagemcnt mafos estirnates in detsrminiog the
depreciation rates for PPE- The ratfs used are as set out in accouuting
polioies note 4.

2. Revaluation ofPPE

The co,mpany carries Land md b+ldinf of PPE at fair value, with
changcs in fair value being recog4ised in the comprehensive income
and revaluati on reserves respectiveli.

3. Receivablcs

Estimates and judgements are mad( when determining thc recorrcrable
amount of receivables.
Tradc and other rcccivablcs are recopniscd at fair values less allounraoes
for any uucollectible amounts. Th+ are assessod for impairment on a
continuing basis. An estimatc ir *{fu of doubfrrl rcccivablcs basod oo
a review of all outstanding amounts ht the year end.

u



HOTEL LIMITED
=lepOrtS Financial Statemcnts
.. or ttc cnded Junc 20r7

Y OFACCOUNTING FOLTCIES(Cmtiaued)

liabiliticc

does not recognizc a contingexrt liability, but discloses details of any
in the notes to the

al statements, trnlessthe possibility of an oufflow of resources embodying eoonomic
benefi or service potential is

The activities expose it to financial ri*s including credit and market risks. The
overall risk

focus the
policies ar€ set by the Company BOD and implemented by the Management, and

of changes ln the operating envlronm ent and seek to m lDlmlze poturtialthe
effects of such nsks

on the
hedge

ompany's performance by setting acceptable levels of risk. The Cornpany does not
any risks.

i) risk
Credit is the risk that one party to a financial instrument will cause a financial loss for the

for the otherotber
party failing to dischargs an obligajon. Credit risk on trade receivables is managed by

that cugomer pry treir watcr bills

risk is the risk thd fte Company will encounter difficulties in meeting obligations
with financial liabilities

BOD developed a ri* manageurot framework for the management of the Company's
medium and long teim

rcquirements thcreby ensuring that aU financial liabitities are seuled as they fall due.
manages liquidity

continuously reviewing forecasts and agtual cashflows, and maintaining banking
to cover any shortfalls.

ri*, is thc fair valuc or firture cash flows of financial instrumeots will fluctuate
of changes in markA price.

s

t)

The

The
risk
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KABARI{ET HOTEL, LII|IITED
Reportr etd Finrnciel Statemoots
ForOuyercaded Jum fi,2077

SUMMARY OF ACCOUNTING POLICIES(Continued)

Currcncy risk arires on financial insnruurpnts denominated in foreign currcncy. Thc Company
does not have any significant
ourercy risk as it does not have trade feceivables, trade payables ad borrowings
denominated in foreigu clur€ocy.

O&q pricc ri* arises on frnacial inqunmts besarrse of clrAgBs ia the gncc of a finacial
iastrumont.

The Company is not orposed to o&er price riak as it does Dot hold filmcisl insnme,rts.

2,6



TIOTEL LIMITED
Financirl Statcmentr
ended June 30, 2017

NOTES THE FINANCIAL STATEMNNTS
FOR YEAR ENDED JI.JNE 3O,2OI7

201?
Kshe
e0,00t

3,922
7,778
r,806

30

Sales are

13,337

aftcr of l6% VAT, 7% Ssrvicc charge & 2a/o Catairry lory on gross sales

INCOME

1,449

1,449

tbe

I

F

2016
Kchr
.(!oo,

3,783
4,156
1,374

32

.t
L.

2,571
1,161

20

3,752

9Fs3

2,231

3,219

Ircome

(fulatnly, ftom, hirc oJ conlercnc e la cil it ies,sw imming po ol, o nd la urdry)

3 COST OT SALES

27

629

629

T



I(ABARNET IIOTEL LIMITED
Reportr end Finencial StttcmentD
For the yeer ended June 30,201?

.r

Transportation, fiavelling and srrbsistau(gencral charges & staff tawel)Advcrtisrng pnnfing stationcry and photocopyinriloffice gxpilLsaBntortainment i

NOTES TO THE FINANCLAL STATEMENTS (rContinued)

4(a) ADMINTSTRATTON COSTS

Staff costs (note 4b)
Directors' emolune.nts
Electricity atd water

Stafftrainurg expenses
Hospiality supplies and scrvices
Insurance costs
Bank charges and commission
Auditors' remrurerdion

4(b) sTArT COSTS

Salaies ard allowances of permaent irrployees
Wages of temporary einployces
Compuleory naional social s€cunty s.it rne.
Leave pay and
Stalf,wclfare

gl$ulty provisions

TLo avenge nrmber of cnfloyo rI &c end of tbe ycar wls:
Permmcnt employees - ManagBmaat ;

Permmeat employocs - Unionisahle j

Temoporary and conffact ernptoym

7,160
36r
797
141
448

'7,601

50
799
129
354

l8

5l
48

Repatrs and maintenance
Provision for bad and doubtful detrs

othcr operating expenses(op€neng cost .property upkeep&other Expeosos) 1,922 r,198

11,207 10.443

18

69
48

243

5,529
I,586

6

189

6,212
1,i49

46

7,160 7,507

I
I8
r3

1

l8
l3

32

28

32
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28
TO THE FINANCIAL STATEMENTS (Continued)

AND DISTRIBUTION COSTS

md promotional ol<p€nscg

cotrlmrssl(xB

PROTTVGOSS)

opercing profrt(loss) is anivod d. &E dragirU/(crediUrU):

costs (oote 4)

of pro,porty, plant md equipment-Note 7(a)

2017
Ksh
000

2016
Kshs
000

72
155

49
176

7,607

7,994

225221

-

7,160

1,952

29



NOTES IO THE FIT\iANCI.AL STATEMENTS
lalPRopERn, PLANTANI' EQUIP}TENT

N

At Jurc 3q 20I6
As at t 20t6

A. Jrm u?
20tJ
Ore

Ar rt Juoe 2016
As at

120

7

9,137 99

A^nd

( ?r. 7!,342
35

d2r, 76tzs

30

Itt(rdd
lrd

I
t

I

I

I

60,000 i

5.49t
_-_--_{qc{

iforor
vtti*

J!0

un

Erabrtc
, :TOTALil

6,

n I

t6
for trc

Asa Juoc 20t6
IYEY ltrt Jurc zan

It ll Juc 20r6

&Eto

3 r20

lz,w

es2

frtfrg

,I 3
.,

hoperty, pls! ed egujpn crtr incftdc*E folloryrg irqos drar ncfolly dipcigbd;

BuildbgB
MoSr ycilictc
Of.{co cgqirrem nrn rurc ed fttius

*f n0 t{oraal

VJff deprecratisr

6r.4fril , --Tq8"rio.ffi I'637'4to,ffi

=_--

--66.
$

9e

3t0

, 2,t0:screr 2t \u7

30
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30
TO THE FINANCIAL STATEMENTS

7(b PLANT AND EQUIPMENT -zuts?Arct

COST
rAt

Ju
Asd

J

As at

A$ lt

at

As at

at

TOTAL
lrrh.'0100'

7t 342

7t
7l 42

5 J

147

5

l0 2

1,994

7S

I

AE

Charge

I

frr€hold
land

k&,-000,
Buildings
ltrt'.(m0'

lllotor
Vehidc
ksb'.(mO'

Furuitur
c And

F4uipme
Dt

kdr.'{X}0'
VALUATION

1,2015 6,000 60,000 120 <'))')

2015 6,000 120 sJ,22
2015 6,000

60,0q0

60.000 120 < ,,,,

ns
5,498 35

e 2016 6,000 6srd98 r20 sl,s1

82

for the y€ar

tuly 2014

r.500

6,000

10

2,065

395

June 2015
7.500 92

2rm

Iuly 2015
7.500 92

2,460

for the yoar
1.637 7 3s0

une 2016
9,137

99
2,810

I\IBV ar rt June2016 6,000 s6,362 2l 2,441
at June 2015 6,fi)0 52J00 28 2J63

3l
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Reports and Filrancial Stetcments
For the year ended June 30,2017
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

s.INVENTORIES

Food
Drink
Tobacr,o
Kitchen/restaurant and Bar
Stationery and genoal stores
Clearung stock
Toilet Req.risite
Containers
Guest Suppliers
Misc.elech ical&Toois

the cwmpny trudes in.fo<xls oi bewmget and'desn't own
any motor whicles. The inwnnr a ile pttd oJ'thc year conpised

of foods, drinks and containers]

9.TRADE AND OTHE,R RBCETVABLESI

Gross trade reoeivables
Provision for doubful recelables

At June 30, the ageing analysis of thg gross tracle receivables was as follows:

kss than 30 days
Bstween 30 and 60 days
Between 6l and 90 days
Betwesn 9l and 120 days
Over 120 days

2fit7
Ksh.

,000'

20I6
KEh.

.000,

l6
69

5

I

7

7

29
2

t7
'71

3

I

54
4

25
I

t77 _ tx

6,432 4,675

6,432 4,675

1,957
492
38

5

3,gfi

249
60

r60
7

4,199

3i2

6,432 1,675
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atbegurning of thoyoar

HOTEL LIUITED
and Financial Stltcments

endcd June z0t7

TO THE FINANCIAL STATEMENTS (Continued)

r0. AI{D CASH BALANCES
dbank

ash rn hand( F/ffice Flaat,Bar & petty cash)

'000' '000

20t7
KShs

2015
KShs

20t6
Ksh.
.(m0t

162
67

66
68

229 134

at bank ,and pctty cash balmce at June ZOIT)
KABARNET BRANCH-A/C NO 201641775

Y SHARE CAPITAL

orduury slrares of Kstrs.20 par valtre each 5,000 5,000

ed and fully paid:
250,000 ordinary slrare of l(rlrs .20 Wr value e""!r 5,000 5,000

as at ,June 2017 is the sante qs

20t6J

TION RESERVE

rwaludion reserve relates to tbe rwalustion of ccrtain itcrns of prorperty, plrrt and cquipment. As
in fte Stat€ment of Chaoges in Equity, this is stated after transfen of excess deprociation net

relatod deferrcd tal( to rotaincd camings. Rwaluarion surpluses are not distibutable.

is the rcualuatisn of propc,rty,platand equipnent dcme in thc ycar 2010

2017
Ksh.
.(m0'

66,793 66,793

Thsrc no rwaluation during tbe yer

33
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KABARNET HOTEL LIMITED
Reports and Financial Starements
For the year ended June 30,2077

NOTES TO TII"E FINANCIAL STATEMENTS (Continued)

I4.FAIR VALUE ADJUST}IENT RESERVE

I5.BORROWINGS

Domectic Borrowing

The fair value adjrstnent reserve arrses or. the revaluston of availablefor-sale f,r:ancial assets,
principally the marketable securitias. When * firuncial asset is sold, thp portion of the reserve that
relates to that asset is reduced frorn the fair va.ue adjtstnent reserve and is rccognisod i: prol-rt or loss.
Where a financial asset is unpairg4 *re portion of the reserve that relates to tha 6sset is reoognrsed in
profit or loss.

2017 20t6

KSh" Ksh.
'000'

18,559 l g,55g

18.559 18.559

2,243 ii,l93

ooc'

Balance at the beginning of the
Domestic borrowings during tlre

year

)€ar

Balance at end of the year

(toan to the hotel from TFC)

NOTES TO THE FINANCIAL STATEMENTS (Continucd)

T6.TRADE AND OTEER PAYABLES

Accrued expenses
Other payables

(Statutory &duction,VAT,ClT,and suppliers)

t2-669
t4.912

1().596

]j:.789

34
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IIO'TEL LI]VTITED
and Financial Strtements

endod Junc 30, 2017

TO THE STATEMENT OF CASH FLOWS

Reconciliatlon of operating profiU(lors) to
ctsh generated hom/(used in) operetions

Operating profiV(loss)
Depreciation
Amortisatron

Operating profit/(loss) before workrng capital chalges

lncreqse inventories
decrcase n trade aod other rpcEivables
decrease) in trade and other payables

Cash generated from/ (used rn) operdions

of changes in lorns

at the beginning of the year
during the year

t7.

(a)

18.( a

ksh. Ksh.
'000''000

20t7 2016

(2,152)
1,952

(41)
( t,757)

2,t23

(5,899)
l,gg4

l0
@l

r,96s

(200) (3,905)

Bal

125 ( 1,329)

46,167 41,844
4,323

46. 167 46.167

during the year

Bd at end of the year

for payroll wpponfiom Tourism F-inance Corpomtion up to mdy 20t6)

srpenses
Sitting allowance (Inclusive of PAYE& Refreshments)
Transport (Flight & Taxi)

I9(e

35

361,338
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KABAR]YE-T HOTEL LIMTTM
Rcpolto end Finrncid Srrteoentr
For &cycar cnded Junc 30,20f7

::l^'

2O.INCOPORATTON

The company is iocorporatcd in Kenya undcr thc Ke.nyan Compniee Act md is dmricrled m Kaya
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