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1. KEYENTITY INFORMATION AND MANAGEMENT

(a) Backgroundinformation

The Prisons Industries Revolving Fund (PIRF) is domiciled in the directorate of Prisons
Enterprise, Industries section of Kenya Prisons Service. The Fund was established by Legal
Notice No. 314 of the Exchequer and Audit Act (Cap 412) Regulations of 1988. The
Directorate of Prisons Enterprise is situated at the Prisons Headquartered, Magereza House
in Nairobi and has branches in 104 industrial prisons countrywide.
Section 11 of the Legal Notice No 314, requires the Officer administering the Fund to
prepare financial statements in respect of the Prison Industries Revolving Fund, which gives
a true and fair view of the state of affairs of the Fund at midyear and at the end of the
financial period on operating results of the Fund for that period.
The officer fund administering is also required to ensure that Prison Industries Revolving
Fund keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Fund and safeguarding the assets of the Fund.

ESTABLISHMENT OF THE PRISONS INDUSTRIES REVOLVING FUND

LEGAL NOTICE No. 314

THE EXCHEQUER AND AUDIT ACT
(Cap.4t2)

IN EXERCISE of the powers conferred by section 34 of the Exchequer and Audit Act, the
Minister for Finance makes the following Regulations:-

THE EXCHEQUER AND AUDIT (PRISONS INDUSTRIES FUND) REGULATIONS, 1988

L These Regulations may be cited as the Exchequer and Audit (Prison Industries Fund)
Regulations, 1988 and shall be deemed to have come into operation on the I't July, 1987.

2. In these Regulations, unless the context otherwise requires-
"Financial year" means the period from the I't July in any year to the 30th June in the

immediately succeedin g year (both days inclusive);

"Fund" means the Prison Industries Fund established by the Treasury under section 32 (1)
of the Act;

"Officer administering the fund" means the accounting officer responsible for the vote of
the Office of the Vice President and Minister of Home Affairs and National Heritage or any other
person appointed by him in writing to administer the fund on his behalf.

3. The purpose and object of the Fund shall be to train and rehabilitate prisoners and inmates
and procure necessary raw materials, tools, plants and equipment required thereof; and offer for sale
finished products in the open market.

a

I

4. The initial capital of the Fund shall be Kf 700,000 appropriated by Parliament in the
1987 188 financial year.
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5. The surplus realized in any year from the operations of the Fund shall be retained in the reserve

account of the Fund pending T."asury's decision on its disposal, and a deficiency, if realized in any year,

shall, subject to Treasury's co,',.u.rence, be off-set against the realized surplus'

6. The expenditure on operation of prison industries and.maintenance of tools, plants and equipment

shall be on the basis of, and be lirnited to, tt. annual budget (on receipts and expenditure) which shall be

submitted to the Treasury fo. approval before the beginning of the financial year to which the budget relates'

7. The institutions which rnay obtain manufactured items from the Prison Industries Fund shall be-

a)
b)
c)

Government M inistries,
Government DePartments,
Local Government Authorities

6. I llg SglllllB Pllut J ul llllrJlrlu 6t'wur rrrorr vv rv' rvvrvv

administering the Fund in consultation with the Treasury'

9. The Government procurement procedures shall strictly be adhered to when purchasing items

referred to under Regulation 3.

10. All the receipts, savings and accruals of the Fund and balance of the Fund at the close of each

financial year, shall be retained for the purpose of which the Fund is established subject to the provisions of

Regulation 5.

I L The officer administering the Fund shall-

a) superuise and control the administration of the Fund;

b) advice and obtain such advice from the Minister for the time being responsible for finance

as may from time to time be required;

c) if he thinks fit, impose conditions as to the use to be made of any expenditure authorized

by him or on his Ulnatf and impose any reasonable prohibition, restriction or requirements

concerning such use or expenditure,

d) approve the prices of finished products to be offered for sale;

e) cause to be kept all proper boot<s of accounts and other books and records in relation to the

Fund and to all various activities and undertakings financed by the Fund;

0 transmit to the Controller and Auditor Ceneral, in respect of each financial year within four

months after the end thereof, a statement of account relating to the Fund, prepared and

,ign"d by him, specifying income to the Fund, and showing the expenditure incurred fronr

the Fund, in such details ind with such additional information as he may deem to be proper

and sufficient for the purpose of examination and audit by the Controller and Auditor-

General in accordanc. *itt section l8 (2) of the Act as the Treasury may from time to time

direct, and every statement of account shall include details of the balance between the

assets and liabiliiies of the Fund, and indicate the financial status of the Fund, as atthe end

ofthe financial Year concerned'

Made on the22"d JulY, 1988.

GEORGE SAITOTI,
Minister .for Finance -

lll
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a
(b) PrincipalActivities

The principal mandate of the Prison Industries is to train and rehabilitate prisoners and

inrnates, procure necessary raw materials, tools, plants and equipment required thereof and

offer for sale finished products in the open market.

VISION : A correctional service of excellence in Africa and beyond

MISSION: Containment of offenders in humane and safe conditions in order to

facilitate responsive administration of justice, rehabilitation and social integration for

community protection

MOTTO : Rehabilitation and Justice

a

a

a

OUR CORE VALUES

l. Fairness and Equality to all within the law

2. Integrity

3. Team work and collaboration

4. Loyalty

5. Gender sensitivity

6. Discipline

7. Meritocracy

8. Leadership by example

(c) Key Management

The ,PltF's day-to-day management is under the following key organs:

- The Commissioner General of Prisons

- The Accounting Officer - Principal Secretary, State Department for Correctional

Services

- The Director/Deputy Director Prisons Enterprise

- Offrcers in Charge - Prison Stations

- Officers in Charge - Prison Industries

lv
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a

)

(d) FiduciaryManagement

The key management personnel who held office during the financial year ended 30th June

2021 and who had direct fiduciary responsibility were

Commissioner General
Wvcliffe O. Oeallo. CBS, (RTD)')

, Wairimu R.'l'hang'ate' HSU, SAUUr
Enterprise

(e) Fiduciary Oversight Arrangements

Audit and finance committee activities
tanorganisationinaccomplishingitsobjectivesbybringing

a systematic, disciplined approach, to evaluate and improve the effectiveness of risk management,

control, and governance processes. In accordance with Public Financial Managernent Act (2012)

Regulations [Section 165], the main purpose of the Audit Committee shall be to provide oversight

over the issues of risk management, system of internal control and governance and associated

assurance. The responsibility over the management of risk, control and governance processes

remains with the management.

The Audit Committee shall also oversee the process of follow up on the implementation of the

recommendations proposed by the internal and external auditors respectively.

CORE FUNCTIONS;

* Establishing the governance mechanisms of the Fund for transparency and accountability

with regard to the finances and assets;

* Conducting risk-based, value-fbr-money and systems audits aimed at strengthening internal

control mechanisms that could have an irnpact on achievement of the strategic objectives of

the Enterprise;

* Verifying the existence of assets adrninistered by the Fund and ensuring that there are proper

safeguards lor their Protection;

NameDesignationNo.

Zeinab A. Hussein (Mrs.), CBSPrincipal SecretarYI

Peter N. Njoroge, OGW, ACP4
Deputy Director

Prison Industries
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, Providing assurance that appropriate institutional policies and procedures and good business

practices are followed by the Enterprise;

.t Evaluating the adequacy and reliability of information available to management for making

decisions with regard to the Fund and its operations.

{. Account for results of the audit of the financial statements and the related report therein and,

if applicable, a report on changes during the year in accounting principles and their

application.

* Report on significant changes to the audit plan, if any, and any serious disputes or

diffrculties with management encountered during the audit. Inquire about the cooperation

received by the outside auditors during their audit, including access to all requested records,

data, and information.

* Ask the outside auditors if there have been any disagreements with staff that, if left

unresolved, would have caused them to issue a nonstandard report on the organization's

financial statements.

* Obtain annually from the outside auditors a letter regarding the adequacy of internal

controls.

(0 PIRF Headquarters
MAGEREZA House

Bishop Road - Upperhill

P.O. Box 30175-00100

Nairobi, KENYA

Registered Office

Teleposta Building

Kenyatta Avenue

P.O. Box 30478-00100

Nairobi, KENYA

(g) PIRI Contacts

Telephone: (25 4) 20 -27 22900-6

E-mail: commissioner.prisons. go.ke

Website: www.go.ke

VI
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(h) Entity Bankers

l. Cenhal Bank of KenYa

Haile Selassie Avenue

P.O. Box 60000

City Square 00200

NAIROBI, KENYA

2. EquitY Bank of KenYa

tr1 i,riijri,r;lil*ul ;\udlLrii'

Auditor General

Office of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, KenYa

(i) Principal Legal Adviser

The AttorneY General

State Law Offrce

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya

)
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2. THE BOARD OF MANAGEMENT

Board Members photo and name.
Board Members key qualifications and work
experience.

Hon. Safina Kwekwe Tsungu (CBS) (PS)
Principal Secretarv

Principal Secretary for Correctional Services in the Ministry
of Interior and Coordination of National Govemment. Hon.
Tsungu has served in various organizations and institutions
both in civil society and the Public sector. Notably, she served
as the Principal Secretary for Tourism in the Ministry of
Tourism and Wildlife (January 2020- December 2021),
Principal Secretary for Gender in the Ministry of Public
Service, Youth and Gender (March 2018- January 2020).
She worked as the County Executive Committee Member for
Trade and Co-operative Development in Kwale County,
worked with Action Aid International -Kenya for more than 8

years as a women's rights coordinator,
Hon. Tsungu also served the East African Community as a
legislator in the second East African Legislative Assembly
(EALA) and chaired the Parliamentary Standing Committee
on Agriculture, Tourism and Natural Resources for two and a
half years. Hon. Tsungu pioneered the establishment of the
EALA Women's Parliamentarian's Forum which she chaired
for 5 years.

EDUCATIONAL BACKGROUND* MBA in International Trade Policy and Trade Law
from Lund University, Sweden,
* Bachelor of Commerce degree from The University of
Nairobi
* An Alumni of Alliance Girls High School.

Brig (Rtd) John K. Warioba, EBS
Commissioner General of Prisons

I am a self-motivated, dynamic, result oriented, and self-
driven individual with an eye for details. My career in the
Military spanned for a period of 36 years rising to the rank of
Brigadier. My command experience in the military started as

a young officer upon being commissioned as an officer then
took over command of a platoon size force. I subsequently
commanded a company, battalion and finally a brigade size
force both in peacetime and operations environments
including peacekeeping operations in Namibia and South
Sudan.
As I take command of the Kenya Prisons Service as the
Commissioner General of Prisons (CGP) in November,
2021,I aim at making significant contribution in the field of
Human Resource Management, Policy formulation and
Personnel training in order to enhance organisation
performance.
I have undertaken a series of professional courses in security
management, administration and management.

Qualifications:
* MA(International Security and Strategy) -
Kings College - London

vlll
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I am a career corrections offtcer with solid credentials and a

track record ofpublic service spanning over thirty five years'

My appointmeni as the Director of Prisons Enterprise (DPE)

in December, 2021 capped my illustrious career that began in

1985 as Chief Officer Two (COII) and risen through ranks to

the current rank of Assistant Commissioner General of

Prisons (ACGP). Currently I am the Chairman of Magereza

Sacco wirich is one of the largest SACCOs in the country' I

have served the SACCO for over 17 years in various

management caPacities.

Prior'to my appointment as the DPE, I was the Director

I ncisrirc ,rrl """r"rl in variotts canacities in various stations

management, administration and management'

I am a persuasive communicator with proven abilities in

building ieams that has since intensified our collaboration

witfr tni other criminal justice players in the development of

common approaches to the matters of penal reforms'

Mr. James K. Too, ndc(k)'[ACGPI
Director Prisons EnterPrise

Qualifications:
* Diptoma in International Relations
*Advanced Level of Education
* Professionat Courses in security Management
* Administration and Management Course

Has served in the following capacities:
* 1987- I 99 I - Kamiti Main Prison Industries
* l99l -2003 - officer in charge Kitui prison industries
* 2003 - 2005 - officer in charge Athi-River Prison Industry
* 2005 to July 2}Og-officer in charge Kamiti maximum

security prison industries
*2007 iniernational Peace Support Training Centre Nairobi
* August 2009 to January 2Oll - corrections advisor/mentor

republic of Congo
* iebruary 201 i to November 201 I - officer in charge

marketing prisons enterprises PHQ
* 20l l to iOt: - officer in charge Naivasha maximurn

security Prisons EnterPrise
*23 June 2013 to 23 June2016 - Corrections Ofllcer in

United Nations Mission In South Sudan
*2016-201'7 officer in charge marketing Prisons Enterprise

PHQ
*20i7 2olg - officer In charge Nairobi West Prison
* Nov 20 l9 to date Deputy Director Prisons Enterprise

(Industries)

Qualifications:
o MBA (Strategic Management) KeMU 2013

. BBA(IIons) KeMU 2009

. Adv. DiPloma - KenYa College Of
Telecommunications -Nairobi -2008

as echnicalTln 987ServicePrisonslnlistedEn Kenya
rankcurrentto theranksthensenand throughOfficer (wDR)

Prisonsof (ACP).lsslonerCommAssistantof

Mr. Peter N. Njoroge' oGwlACPl
sts

lx
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STATEMENT BY THE PRINCIPAL SECRETARY

my pleasure to release the Prison Industries Revolving Fund Annual Report and Financial

Staltement for the year ended 30th June, 2021. I am proud to note that the fund has continued to
i-

fulf,l its set purpose and objective of training and rehabilitation of prisoners while operating in

u.Jo.d*", with business principles. The Prisons Service has been a place for restorative justice

unfike the colonial approach to prisons management which was about retribution, punishment,

.oi,d.-nution, stigmat izationand pain; restorative justice is about correction.

D{rring the year under review, over 3,000 prisoners participated in various industrial vocational

tr{ining programs and a total of 127 were booked for Government Trade Tests where 1 Grade II and

l?6 Grade III respectively. The government committed Kshs. 320,090.00 for paying examinationlr

fJes, training and testing materials. These prisoners are well skilled in their areas of trades and some

ofthem have already been released from prisons to the society as skilled artisans ready tojoin their

f{milies and communities in nation building.

Besides offering vocational and on- the- job training to prisoners, prison industries make valuable
I

cpntribution to the economy of the country by producing a pool of skilled artisan critical for the
l

ipdustrial and construction inldustry in line with vision 2030 and the govemment's BIG four
I

{genda. Also, prison industries produce high quality furniture for the local market and save the

{conomy of our country from importing both office and household furniture in line with the

government policy of encouraging local manufacturers. Equally encouraging and also worth

pegistering is the implementation of the cashless transaction to support Prisons Enterprise which has

enabled seamless real-time deposition of the revenues into the CBK account. These are clear
l

lindications of a truly transformed Kenya Prisons Service -PE.

iDuring the year under review, the fund experienced a marginal increase of sales to 397,006,637.16

as compared to Kshs, 319,494,021.77 realized in 201912020 financial year while net assets

increased from Kshs. 633,943,593.57 in201912020 to Kshs 792,857,755.00 in 202012021financial

year.

The continuous perfonnance of the fund is a true testimony of its stability and sustainability.

Establishing a stable and sustainable fund to finance prisons offender rehabilitation programs were

the noble ideals of the founders of this fund in 1988.

In order to ensure sustainability of the industries, the state department has initiated reforms in

revising the prison industries and farms policy and also re-equipping the enterprise. It is my hope

5I
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that once the policy is finalised and modernization of the machineries, prison industries will witness

unprecedented transformation in operations and management'

I want to reiterate my commitment to strengthening prison industries to becorne an efficient and

effective business framework to fully support offender rehabilitation and reformation programs in

our prisons and supplement government efforts in meeting the operational expenses of prisons'

Further, I am greatly impressed by the prudent measures the Commissioner General of Prisons and

his team have put on the management of the fund. This fund has not only achieved its set purpose

that can be used to supplement the exchequer on the operational expenditure of prisons'

I will end by quoting this: .'Let impossible not be in our vocabulary" and Indeed, "."lmpossible is

nothing if we believe that we can,,, the leadership of the service has demonstrated this ideal" -as

said by His Excellency, Hon. Uhuru M. Kenyatta, cGH, President of The Republic of Kenya and

commander In chief of The Defence Forces during the 44th passing-out-parade of prisons recruits

I

11lil*reDate
Name Hon. Safina Kwekwe Tsungu, CBS Signature

Principal Secretary,

State Department for Correctional Services, Nairobi'

4.REPORToFTHECOMMISSIONERGENERALoFPRISONS

I am pleased to share this annual report and financial statement of Prisons Industries Revolving

Fund for the year ended on 30th June 202L Prison Industries Revolving Fund is crucial to the

achievement of main prison objectives of rehabilitation and reformation of prisoners' The fund

facilitates provision of vocational and on the job training to the Country's over 30'000 prisoners

population. prison industries provide practical technical and soft-skills training to prisoners while at

the same time modelling appropriate workplace behaviours to prisoners' By providing this training'

off-enders learn ,,how to work" so as to successfully obtain and retain employment upon release

from incarceration and reduce recidivism'

I f'eel greatly indebted to many Kenyans who have supported our industries by showing unwavering

pref-erence to our products. The support has rnade our rehabilitation programs achieve the success

XI
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we are witnessing. Keep up your support and help us reduce crime in our country. We can only

accomplish this through hard work, collaboration and winning partnerships.

The performance of Prison Industries Revolving Fund during the financial year 202012021 was

another milestone achievement though it did not operate at its optimal. The fund has continued to

propagatefrom the initial seed capital of Kshs.14,000,000.00 appropriated by parliament in 1987/88

to the cunent net assets base of Kshs. 792,857,755.00. At the same time, the number of prisoners

enrolling in industrial vocational training programs has witnessed remarkable decrease in the year

due to tlre emergence of COVID 19 pandemic which engulfed prisons operations through

closure/lockdown of workshops and showrooms.

During the year under review, the funds 104 industrial prisons across the country offered industrial

vocational training to an average of 3,000 prisoners" As the country continues to embrace

devolutio4 the service has taken steps to ensure that there is at least one industrial prison in each

one of the47 counties. These industrial prisons not only offer vocational training in different skills

to prisoners at the grass root level but also provide employment opportunities to prisoners serving

prison sentences and manufacture high quality products for sale in the local markets. The main

beneficiary of prison industries products are schools, churches, hospitals, county governments,

national goverrlment department , non-governmental organizations, private firms and individuals.

Once released from prisons, the skilled prisoners are absorbed and integrate in society where they

add to the national pool of artisans necessary for national development.

Further, during the year under review, the department did not participate in trade fairs and

exhibitionsdue to COVID 19 disease invasion into the country which affected the events adversely.

I am greatly indebted to the Principal Secretary, State Department for Correctional Services who is

also the offcer administering the fund for the great support and advice accorded us in the operations

of the fund. I also take this opportunity to thank ministries, departments, government agencies and

in a specialway county governments who have continued to buy prison industries products. I appeal

to all to continue supporting us as every time we buy prison industries products, we are helping in

rehabilitation and reformation of offenders and making our society safer and secure.

D"t..lQ,.!Name Brig (Rtd) John K. Warioba, EBS Signature.
Commissioner General of Prisons,
Kenya Prisons Service, Nairobi.

xlr
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5.STATEMENToFPIRF'sPERFoMANCEAGAINSTPREDETERMINED
OBJECTIVES FOR FY 2O2OI2O2I

Section gl Subsection 2 (f) of the public Finance Management Act,2012 requires the accounting

officer to include in the financial statement, a statement of the national government entity's

performance against predetermined objectives'

ptRFhas three (3) strategic objectives within the current Strategic Plan for the FY 2020'FY 2021'

These strategic themes/ issues are as follows:

required

pillar/theme/issue 3: Offer for sale finished products in the open market'

plRFdevelops its annual work plans based on the above 3 pillars/Themes/Issues. Assessment of the

Board,s performance against its annual work plan is done on a quarterly basis' The PIRF achieved

its performance targets set for the Fy zo2or20zr period for its 3 strategic pillars, as indicated in the

diagram below:

The organisation achievements on the thematic area are in tandem with the performance contract for

the financial Year

I

7,000 inmates trained,

127 trade tested
TrainingRehabilitated

prisoners
train and

rehabilitate
Pillar/ theme/ issue 1

Timber & number Plate

raw materials Procured

Procurement

of the items
Availed/
equipped

workshops

Procure

necessary

materials

Pillar/ theme/ issue 2:

Sales revenue realizedSelling of
products

Salessale of
finished
products

Pillar/ theme/ issue 3:

xl1l
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6. CORPORATE GOVERNANCE STATEMENT

To improve on quality of products and services the department has been engaging in undertaking

the market research to determine the needs, tastes and preferences of the consumers and use of the

feedback to develop improved products and services.

To enhance corporate governance and improve on processes the department ensured continued

compliance with the legal and regulatory framework established by the Government in order to

promote sustainable business practices.

In strengthening institutional capacity the department achieved much progress geared to enhance the

institutional capacity to serve the increased needs and demands of our valued customers. The

department continues to invest in human capital investment to ensure that we attract and retain

competent and skilled employees. This has resulted in improved productivity levels.

Furthermore, in order to enhance the reporting and mitigation of the material risks impacting on the

financial condition of the fund, the Authorities introduced cashless collection of revenue vide

Safaricorn MPESA platform to enhance the implementation of the risk based supervision model.

The industry and markets in Kenya are still evolving; the changing legal, social and political

environment presents avenues for product development and innovation. The reforms within the

govemment legal and structures for example, have significantly increased the responsibilities,

markets and therein some risks that the directors face in running their firms.

The management shall continue to work closely with the various stakeholders to ensure the

development and growth of the fund, coupled with the requisite dynamic and efficient regulation

and supervision.

The number of debtors and creditors decreased as we endeavoured following our debtors in order to

meet the demand to execute our core mandate of training prisoners and also fulfil the market

demand of our customers. This came about due to non-wiring fund monies left with our former

ministry. The management is still pursuing the maffer with the relevant authorities.

xlv
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7, MANAGEMENT DISCUSSION AND ANALYSIS

STATEMENT BY THE DIRECTOR OF PRISONS ENTERPRISE

The Kenya prison Enterprises comprise of Prisons Farms and Industries. Prisons lndustries operate

under the prisons Industries Revolving Fund established by Legal Notice No. 314 of the Exchequer

and Audit Act (Cap 412) Regulations, 1988.

The mission of prison industries is to provide training opportunities to offenders that instil essential

skills training and work ethics, while producing quality products and services for sale in the open

yet again another impressive business report despite the closure of many of our sectors' The fund

has been striving to achieve its purpose and objectives despite the challenges wherein the number

plate sector which is the backbone of the fund thrived through the year and performed impressively'

During the period under review, averages of 3,000 prisoners were registered for various vocational

training skills in prison industries. out of these, 127 were booked for government trade test grade II

and III which they were examined and passed'

PIRF PERFORMANCE AGAINST PREDETERMINED OBJECTIVES FOR FN 2O2OI2O21

In the year under review, Prisons Industries Revolving Fund projected to spend Kshs

459,734,889.00, comprising of kshs 317,847,547.00 for purchase of Raw Materials, Kshs

33,7561320.00 for purchase of workshop tools and equipment and kshs 108,131,022'00 for

operations expenditure.

The budget was for one hundred and four (104) industry stations and two (2) administrative units

viz PHQ & Timberyard Kiln. The approved budget was as below;

Purchase of number plate materials (aluminum sheets, foils,) Kshs 197,330'540'00

Purchase of assorted timber & upholstery materials Kshs 34,586,880'00

Purchase of Metal raw materials Kshs 14'814'389'00

Purchase of Textile products raw materials Kshs 10'140'582'00

Purchase of other assorted raw materials for paints/soaps Kshs 8,208,936'00

Purchase of workshop tools and equipment Kshs 32'043'320'00

Purchase of staff dust coats and show participants uniform Kshs 1,713,000'00

Purchase of Water distilling/bottling raw materials Kshs 9,055,000'00

Construction project & services Kshs 43"71 I '220'00

,
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Kshs 351,603,867.00

Operating overheads/expenses Kshs 108.13 1.022.00

Kshs a5q.73a.88o.m

Capital Expenditure Kshs 593.516.287.ffi

By utilizing the above the Prison industries projected to realize revenue of Kshs. 482,553,801.75.00

hence realizing a surplus of Kshs 22,818,912.75 during the period.

The industries also intended to incur capital expenses in construction of buildings, purchase of

motor vehicles, Computers, Machines and Equipment estimated to cost Kshs 593,5161287.00

ACTUAL PERF'ORMANCE

Purchase of Raw materials

Prison Industries utilized raw materials worth kshs 208,105,396.16 in procurement of number plates

raw materials, Metal raw materials, assorted timber & upholstery materials and textile raw materials

during 202012021 financial year and generated revenue of Kshs. 397,006,637.16. The raw materials

wre utilized in manufacturing NTSA-Motor Vehicles number plates, furniture, staff uniforms,

inmate's uniforms, and other public and private institutions tailoring orders. The budget absorption

was low which led to revenue shortfall due to low demand of number plates from NTSA, fumiture

and our other products due to invasion of COVID 19 pandemic and other economic exigencies.

The fund incurred an expenditure of Kshs. 32,541,301.00 on the building construction projects

while undertaking the contracts signed between the enterprise and state department for correctional

services onthe 23 projects across the country and earned revenue of kshs 40,676,626.00

Operating overheads/expenditu re

The fund incurred an expenditure of Kshs 25,1521574.55 (Kshs. 19,731,405.55 general expenses +

5,421,169.00 repairs & Maintenance) on operating expenses whilst managing the daily operations of

the enterprises.

Besides, efforts have also been made to make prison industries sustainable and profitable businesses

by adopting zero based budgeting for flagship stations. Moreover in order to diversify and increase

xvl



Kenya Prisons Service (Prison Industry Revolving Fund)

Annual Reports and Financial Statements

For the year ended June 30, 2021.

revenue streams, the fund is constructing Water Purification & bottling plant at Ruiru. Towards this

end, the industries has continued engaging in electricity meters separation from the main stations

power supply and review of costing procedures to ensure actual cost of production and profitability

of the industries.

It is my appeal to our esteemed customers who are private individuals, community based

organizations and govemment entities to continue using our products. Indeed any time you purchase

arrr n.nrr,nrc rrnrr nnr nnlv reneive nrralitv nrorhrcts and services. but also helping Kenya's local

on-the-job experiences teach trades and work ethic, as well as sparkrng lnterests ano uncover tatents.

Bettering these offenders is not only beneficial to institutional security, but also facilitate offenders'

successful re-entry into society, which in turn improves Kenyan communities' security and safety.

Together, we can help offenders help themselves - and a better Kenya will result.

I
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8. ENVIRONMENTALAND SUSTAINABILITYREPORTING

PIRF exists to transform lives. This is our purpose; the driving force behind everything we do. [t's

what guides us to deliver our strategy, putting the prisoners/Citizen first, training the offenders to

instil essential skills and work ethics for rehabilitation purpose, while producing quality products

and services for sale in the open market and improving operational excellence.

Below is an outline of the organisation's policies and activities that promote sustainability

i) Sustainability strategy and profile

The Directorate of Prison Enterprises (DPE) is the technical division of the Department that

manages industry business units in most of the State's prisons. It employs an average of 5,000

prisoners per day throughout the State's facilities. PE's workforce covers a broad range of

processing operations including woodwork, metalwork, spray painting, general engineering and

assembly textiles which contributes to the Department's needs in the provision of clothing.

ii) Environmental performance

The development of a work ethic is regarded as significant prisoner rehabilitation issue. DPE

fosters work ethics, develops prisoner skills and trains prisoners in modern work techniques. At

the rnoment, the main focus of our Corporate Social Responsibility (CSR) environment

activities is through production of different species food trees and the Greening Kenya initiative

which emphasises on increasing the forest cover in the country. We supplied over 10m

seedlings to KFS - planting of trees in Mara forest, provision of tree seedlings to schools.

iii) Employee welfare

The Directorate of Prisons Enterprise (DPE) is a division in Kenya Prisons Service that manages

industry and farms business units in most of the State's prisons. It employs an average of 5,000

prisoners per day throughout the State's facilities.

The development of a work ethic is regarded as significant prisoner rehabilitation issue. DPE

fosters work ethics, develops staff/prisoner skills and trains prisoners in modern work

techniques. KPS has stringent policies guiding the hiring process and which takes into account

the gender ratio, takes in stakeholder engagements and often for continuous improvement. Staff
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members are engaged on continuous in-service training in improving skills and managing

careers, appraisal and reward systems. The organisation is guided by the GoK policy on safety

and compliance with Occupational Safety and Health Act of 2007, (OSHA'

iv) Market place Practices-

These are outlined here below

I ne Ofganlsalfofr eflsutCS r'gsPulrsrurtr vurrrPstrLrurr yravlrwwr YtrLrr rrusvJ

fair competition and respect for competitors taken care i.e PE operates under a very clear

directive to avoid competing with main stream business, but seeks opportunities that will

deliver vocational training in an environment supervised by suitably qualified trades-people"

b) Responsible Supply chain and supplier relations

The organisation maintains good business practices, treats its own suppliers responsibly by

honouring contracts and respecting payment practices. All the procurement and disposals are

guided by the PPDA Act. E.g' open tenders etc'

c) Responsible marketing and advertisement

PE(lndustries) operates under a very clear directive to avoid competing with rnain stream

business, but seeks opportunities that will deliver vocational training in an environment

supervised by suitably qualified trades-people'

d) Product stewardshiP

The Industries produce are of the best quality wherein the enterprise employs etforts to

safeguard consumer rights and interests'

v) Corporate Social Responsibility / Community Engagements

In executing its mandate, the Kenya Prisons Service, Prisons Industries revolving fund is

committed to behaving ethically and responsibly, to contribute to economic development wliile

xlx



Annual Reports and Financial Statements
For the year ended June 30, 2021.

improving the quality of life of its immediate clients (prisoners), employees and their families

as well as the local community, national government and the society at large.

It ernploys an average of 5,000 prisoners per day throughout the State's facilities though due to

the COVID 19 protocols the number was limited.

PE's workforce covers a broad range of processing operations including woodwork, metalwork,

spray painting, general engineering and assembly textiles which contributes to the

Department's needs in the provision of clothing. Many prisoners are trained and receive

qualifications endorsed by the National Industrial Training Authority (NITA).

At the moment, the main focus of our Corporate Social Responsibility (CSR) activities and

projects is in the area of promoting the impaction of technical knowledge to incarcerated

prisoners. Our CSR policy also covers community relations, national events, education, and

support to national disaster mitigation efforts.

Some of the Authority's most notable CSR activities include, provision of furniture to ASK

during trade fairs, provision of tool kits and start-up furniture to released prisoners through

collaboration with the welfare directorate and other stakeholders, repair and maintenance of

furniture for prison's churches, primary and secondary schools, maintaining the national

presidential Dias, donation of items during the annual uniformed discipline forces thanksgiving

prayer ceremonies etc.

The Enterprise shall continue to forge public private sector partnerships to ensure that it uplifts

the society.
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9. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended

June 30, 202l,which show the state of the PIRF's affairs'

i) PrinciPal activities

The principal activities of the PIRF is training and rehabilitating inmates, procuring the necessary

raw materials, tools, plants and equipment required thereof and offer for sale finished products in

the market in order to fulfil the concept of " revolving fund".

iii) Directors

The members of the management team who served during the year are shown on page 2' i'e'

Principal Secretary, Zeinab A. Hussein (Mrs'),CBS, Commissioner General of Prisons'

Wycliffe 0. Ogallo, CBS, CGP(RTD), Director Prisons Enterprise, Wairimu R' Thang'ate' HSC'

ISACGPI and Deputy Director Mr Peter N' Njoroge' OGW[ACPI'

iv) Surplus remission

The entity did not submit any surplus to the Consolidated Fund during the year (FY 202012021 i'e'

Ksh Nil) since the surplus realized is directed to improvement and sustainability of the fund as

guided by the establishing PolicY

v) Auditors

The Auditor General is responsible for the statutory audit of the PIRF in accordance with Article

229 ofthe constitution of Kenya and the Public Audit Act 2015 to carry out the audit of the entity

for the yearlperiod ended June 30, 2021 inaccordance to section 23 of the Public Audit Act,20l5

which empowers the Auditor General to appoint an auditor to audit on his behalf'

By Order of the Management

{1{ilt:rHon. Safina Kwekwe Tsungu' CBS

Principal SecretarY'

State Department for Correctional Services, Nairobi'
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[0. STATEMENT'OF'OF'F'NCER,ADMINISTMzuNGIIT{ER.ESPONSTtsMTTIES

Section Slof the Public Finance Management Act, 2012and The Exchequer and Audit Act CAp
412, section ll of the Legal Notice Act No3l4, require the Officer administening the Fund to
prqpare ltrtancial statements in respect of the Prison Industries .Revo:lvtng Fund, wtrttr give a true
and fair view of the state of affairs of the Fund at the end of the financial period and the-operating
results otflte Furtd for that year. The Officer adrninistering the Fund is also required to ensure that
the Prlsol Industries Revolving Fund keeps proper accounting records which disclose with
reasonable accuracy the financial position of the Fund. The Officer administering the Fund is also
responsible for safeguarding the assets of the Fund.
The Officel'administering the Fund is responsible for the preparation and presentation of the Prison
'lndustries Revolving Fund'financial statements, which give a true and fair view of the state of affairs
of the Fuil for and as at the end of the financial year (period) ended on June 30, 202L This
responsibility includes: (i) maintaining adequate financial management arrangements and ensuring
that these continue to be effective throughout the reporting period; (iij maintaining proper
accounting records, which disclose with reasonable accuracy at any time the financial position of
the PIRF;{iii) designing, implementing and rnaintaining internal controls relevant to the ireparation
and fair pesentation of the financial statements, and ensuring that they are free from rnaterial
misstatemarts, whether due to error or fraud; (iv) safeguarding the assets of the Fund (v) selecting
and applying appropriate accounting policies; and (vi) making accounting estimaies that are
reasonable in the circumstances.
The Ofticer administering the Fund accepts responsibility for the Prison Industries Revolving Fund
financial Shtements,, which have been prepared using appropriate accounting policies suppoited by
reasonable and prudent judgments and 'estimates, in conformity with International public Sector
Accounting Standaxis (IPSAS), and in the manner required by the PFM Act. The Officer
administedng the Fund is of the opinion that the Prison Indusitries Revolving Fttnd financial
statementsgive a true and fair view of the state of Fund transactions during the financial year ended
June 30, 2021, and of the Funds financial position as at that date. The Officer administering the Fund
further oorrtinns the completeness of the accounting records maintained for the P,rison Industries
Revolving Fund which have been relied upo-n in the preparation of the Funds financial statements as
well as thsndequacy of the systems of intemal financial contror.
Nothing ha come to the attention of the Officer administering the Fund to indicate that the prison
Industries R'evolving Fund will not remain a going concern for at least the next twelve rnonths from
ttre date ofthis statement.

Appnoval of the flraamcial statememts
The Prison lndustries Revolving Fund financial statements were approved by the Principal Secretary
State Depalment Ministry of Interior and Coordination of National
Government. oA

filom. Safina lfsumgna, CBS
PR.INCNPAL SECRETARV
ST'AIIE DEPAR,IIMENT' F'OR, C OR.]R.trCIIIOI\A]L S]BIR.VIICES
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n h u n c i n g A c c o u n t a b i I i t.t'

HEADqUARTERS

Anniversary Towers

Monrovia Street
P.O. Box loo84-o01oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON PRISON INDUSTRIES REVOLVING
FUND FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financia!
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 LaMulness and Effectiveness in 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
Government achieves value for money and that such funds are applied for
intended purpose.

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, the risk
management environment, and the internal controls developed and implemented
by those charged with governance for orderly, efficient and effective operations of
the entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the
financial year under review.

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

Qualified Opinion

I have audited the accompanying financial statements of the Prison lndustries
Revolving Fund set out on pages 1 to 33, which comprise of the statement of financial
position as at 30 June, 2021, and the statement of financial performance, statement
of changes in net assets, statement of cash flows and statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. 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.

ln 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 Prison lndustries Revolving Fund as at
30 June, 2021, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and comply with the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

The financial statements for the year ended 30 June, 2021 presented for audit
contained various inconsistencies and inaccuracies as indicated below:

(i) The statement cash flows reflects an amount of Kshs.2,671,989 in respect of
purchase of non-current asset under cash flow from investing activities while
the property, plant and equipment schedule in Note 15 to the financial
statements reflects nil additions during the year. The difference in the financial
statements has not been explained or reconciled.

(ii) The increase in accounts receivables is reflected in the statement of cash flows
as negative balance of Kshs.30,318,827 instead of negative balance of
Kshs.113,109,259 resulting in an unexplained variance of Kshs.82 ,790,432.

(iii) Similarly, the decrease in payables is reflected in the statement of cash flows
as negative balance Kshs.41,628,085 instead of negative balance of
Kshs.69,509,274 resulting in an unexplained variance of Kshs.27,881,188.

ln the circumstances, the accuracy and completeness of the balances reflected in the
financial statements could not be confirmed.

Report ofthe Auditor-General on Prison Industries Revolving Fundfor the year ended 30 June, 202 t
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2. Unsupported Cash and Cash Equivalents

The statement of financial position, reflects cash and cash equivalents balance of
Kshs.593,362,910 as at 30 June,2021. Although the reporting date of the Fund is
30 June, 2021, the books of accounts for 202012021 financial year were closed on
19 July, 2021. As a result, the cut-off procedures were not complied with in
determining the reported cash and cash equivalents balance.

Further, one cash book and a single bank account was maintained in the year under
review for recording of financial transactions for both the Prison Farms Revolving Fund
and the Prisons lndustries Revolving Fund yet the two Funds are distinct and prepare
separate sets of financial statements for audit purposes.

ln addition, the reported cash and cash equivalents balance of Kshs.593,362,910 is a
computed figure for the purposes of reporting and was not supported with cash book,
bank reconciliations or certificate of bank balances.

ln the circumstanres, it has not been possible to confirm the accuracy, completeness,
and existence of the reported cash and cash equivalents of Kshs.593,362,910 as at
30 June, 2021.

3. Unsupported Revenue from Exchange Transactions

The statement of financial performance reflects sales of furniture and number plates
totalling Kshs.397,006,637 for the year ended 30 June ,2021. However, the main cash
book maintained for recording sales of furniture and number plates was the same one
used to record sales from prison farms. The combined cash book reflects amounts
received without indicating the source of revenue and the account to which it relates,
whether prison industries or farms. Further, the cash book was updated using the
entries in the bank statements instead of the source documents raised at the point of
sale. As a result, the revenue generated in respect of sales of furniture and number
plates was not supported with documentary evidence in the form of cash book
extracts, miscellaneous receipt books or bank statements.

ln addition, the manual revenue register maintained to support the amount of
Kshs.397,006,637 could not be reconciled with the entries posted in the main cash
book.

Consequently, the accuracy and completeness of the revenue from exchange
transactions of Kshs.397,006,637 could not be confirmed.

4. Unsupported Non-Current Assets

The statement of financial position reflects non-current assets balance of
Kshs.60,475,786 as at 30 June, 2021 which is at variance with Note 15 to the financial
statements on property plant and equipment figure of Kshs.57,549,346 resulting into
an unreconciled variance of Kshs.2,926,440. Further, the assets register maintained
for the Prison lndustries Revolving Fund was last updated on 30 June, 2017.
Report of the Auditor-General on Prison Industries Revolving Fund for the year ended 30 June, 202 I
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ln the circumstances, the accuracy and completeness of the non-current assets of
Kshs.60,475,786 as at 30 June, 2021 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Prison lndustries Revolving Fund
Management in accordance with ISSAI 130 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.

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. There were no key audit matters
to report in the year under review.

Other Matter

1. Long Outstanding Creditors

As disclosed in Note 16 to the financial statements, the statement of financial position
as at 30 June, 2021 reflects trade and other payables - creditors of Kshs.312,345,174.
The balance includes an amount of Kshs.82,921,500 owed to the other Government
entities which have been outstanding for more than a year.

Management has not explained why the creditors were not paid despite the Fund
having funds in its bank account as at 30 June, 2021.

2. Unresolved Prior Year Matters

2.1. Stalled Project for Production of Modern Motorized Vehicle Number Plates
and Supply and Delivery of Motorized Vehicle Number Plates Blanks

As previously reported, records at Kamiti Main Prison lndustry revealed that machines
for producing modern motorized vehicle number plates which were supplied and
delivered in the year2016 at a cost of Kshs.15,295,500 have not been used forthe
intended purposes and have since remained idle to date. ln addition, a three-year
contract for supply and delivery of motorized vehicle number plate blanks was signed
on 7 November, 2017 and the raw material supplied. However, the raw materials
(motorized vehicle number plates blanks) are still held at the Kamiti Prison lndustries
Stores.

lnformation available indicates that a case relating to the supply and delivery of
Motorized Vehicle Number Plate Blanks: Tender No. KPSffllcBl10l2014-2017 was
filed in the Milimani High Court, Case No. E321 of 2020, between a technology

Report of the Auditor-General on Prison Industries Revolving Fundfor the year ended 30 June, 202 I
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company and the Principal Secretary State Department for Correctional Services
seeking specific performance of the contract or in the alternative compensation for the
full contract value of Kshs.1,050,000,000. No information has been provided on the
current status of this case. Further, the Management has not disclosed a contingent
liability in these financial statements in relation to the case.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Conclusion on Lawfulness 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 laMully and in an effective way.

Basis for Conclusion

Failure to Use lnformation Technology in Finance and Procurement Sections

The Prison lndustries Fund was established by Legal Notice No.314 of the Exchequer
and Audit Act (Cap 412) Regulations of 1988 and was deemed to be operationalfrom
1 July, 1987. The Fund, despite being in operation for 34 years is yet to automate its
operations especially for purposes of financial reporting and procurement of goods
and services. The transaction processing, ledgers and financial statements is done
manually.

Further, the Fund is yet to implement e-procurement for the management of the
procurement processes as required by the Public Procurement and Assets Disposal
Regulations, 2020 and the Executive Order No. 2 of 2018.

Management has not provided explanation for the failure to automate its operations

Basis for Gonclusion

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 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

Report ofthe Auditor-General on Prison lndustries Revolving Fundfor the year ended 30 June, 202 I
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to believe that internal controls, risk management and overall 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
processes and systems of internal control, risk management and overall 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.

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 Public Sector Accounting 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
Fund's ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or 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.

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 Fund's financial
reporting process, reviewing the effectiveness of how the 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.

Aud itor-General's Responsibi I ities 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 PublicAuditAct,20l5 and submitthe audit report in

Report of the Auditor-General on Prison lndustries Revolving Fund for the year ended 30 June, 202 I
6



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 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 non-compliance. 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 Fund's 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.

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

a
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a Conclude on the appropriateness of the Management's use of the applicable 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
the Fund's ability to continue to sustain its services. 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 Fund to cease to continue to sustain its services.

Evaluate the overall presentation, structure and content of the financialstatements,
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 Fund to express an opinion on the financial statements.

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

I communicate with the Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on my
independence, and where applicable, related safeguards.

CPA BS
AUDITOR-GENERAL

Nairobi

14 March, 2022

Report of the Auditor-General on Prison lndustries Revolving Fund for the year ended 30 June, 202 I
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Annual Reports aniJ Financial State-,.nts
For the year ended June 30, 2021.

12. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE

2021

The notes set out on pages 8 to 46 form an integral part of these Financial Statements.

Prepared by

(N
mfrntony KyaloCPA Sa (SP)

ICPAK No 20416

The Financial Statements set out on pagesl to 46 were signed on behalf of the management by

^,

Hon. Safina K. T , CBS Brig ohn$. Warioba, EBS James K. Too, ndc(k), ACGP
PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICES

COMMISSIONER GENERAL DIRECTOR OF PRISONS
OFPRISONS ENTERPRISE

Notes 2020-2021 2019-2020

IGhs Kshs

Revenue lrom exchange transactions

Sale of fr^nmiture and number plates 6 397,006,637.16 319,494,021.77

Total revenue 397,006,637.16 319,494,021.77

Expenses

Use of goods and services 7 208,105,396.16 197,567,133.97

Depreciation and amortization expense 8 4,834,505.02 5,812,441.50

Repairs and maintenance 9 5,421,169.00 613,196.00

General expenses 10 19,731,405.55 35,581,501.14

Total exp€nses 238,092,475.73 239,574,273.21

Other gains(losses) 0.00 0.00

Surplus( deficit) for the period/year 158,914,161.43 79,919,749.56

Remission to National Treasury 0 0.00

Net Surplus for the year 158,914,161.43 79,919,749.56

Attributable to

I



Kenyo Prisons service (Prison Industry Revolving Fund) PIRF

Annual Reports and Financial Statements
r ended June 30, 2021,For the yea

13. STATEMENT OF FINANCIAL POSITION AS AT 3OrH JUNn 2OZt

Notes 2020-2021 2019-2020

Kshs Kshs

15

Motor Vehicles NBV 7,446,756.46 8,274,173.84

M NBV 45,988,191.97 49,778,732.37

4,114,397.68 4,330,944.93

S Mac 2,926,440.00 2,926,440.00

Total Fixed Assets 75,786.1I 65,310,291.14

Inventories - Finished Goods 21,859 366.98 17,097,564.24

Cash and Cash valent ll 593,362,910.39 584,721,065.48

Current portion of recetvables from
exc transactions - Debtors 13

195,843,535.83 82,734,276.66

P.M.G t2 115,987,430.00 175,981,430.00

Total Current Assets 1,089,860, 120.39 995,610,878.47

Refundable osits from customers t7 45,132,971.50 70,332,327.04

Trade and other les - Creditors t6 312,345,774.00 356,655,099.00

Net Current Assets 732,381,968.89 568,623,452.43

NET ASSETS 792,857,755.00 633,943,593.57

tal Fund I 14,000,000.00 14,000,000.00

Accumulated Revenue 619,943,593.57 540,023,845.01

Net Profi Loss 158,914,161.43 79,919,748.56

792,857,755.00 633,943,,593.57

lnventortes - worK ln

Hon. Safina K. , CBS
PRINCIPAL SECRETARY
DEP'T OF CORRECTIONAL

SERVICBS

Brig (Rtd) ,fotrn X. Warioba, EBS
COMMISSIONER GENERAL

OF PRISONS

James K. Too, ndc(k), ACGP
DIRECTOR OF PRISONS

I.t

Prepared by

CPA S Kyalo (SP)

ICPAK No 20416

Tlre Finapcial Statements set out on pages I lo 46 were signed on behalf of the management by

2

ENTERPRISB



ctooc

ca

N
(\t
fr1z
l-

?a

riazIi
il
H

ri
rl
Fr

fr
0
F
F]aa
l'r
rdz
z
a
r{(,
z
rl
U
tu
o
trz
EI
!l2
H3
F0
$

F
io\ia

q
g\

\o

o oo oo a
€
rt
o\€

o oo oo \o
ra
rar
F.
h
6
€
F
ts-

o
\q
ra
hF
F-ra
cq
6t-F

oo o o
a
\o

t
o\
6

o oo \o
r)io
i.-
Fra€
6
F-F

oo O
o oo o oo

oo eo

co o o o o oo o

F

!t
€,\

a
g\
€

o q
€
$
o\€

oo o o \o
ia
ra
F
F
la
cq
6rr-

\o
ra
rar-
F.ra
oq
6
F-
F

o oo
\o

*
o\€

o oo oo €
rara
Frh6€r
F

o o O
o o

o oo oo oo oo ee

o6
o

co
rt

oo O
e o

oo

o o

oq
o

+

o
No
N

n

E
a
6,o,o
o

d
6I)
tr

da
cd

o

o
6

d
o

o
o
d
oo
ao.o

ooxo

cP

E
F

o
d
oo
q
o

ooxo
o

E
!o
E
-o
o

H

o

o

o

(t

g
o

a€6
0
d

66
F<

do>l
o
€
!

o
o
a

B
c/)

do
o

o0

.o
q

ooo

d

bn

o
q
o
o
o
Q
E
a.
d

(-)

I

o
E

a
E
o.6o

o
4i
o
d
,2

'.=
d'5

ESo.=EC
!=E
,EtqC
e(q
FE

o
a.lo
e.l

I

E
da
E
oa,

H

e.l
N

I

E
da
E
oE

1'

o

o'o

!

o

o.o

N
al

(

No
N

(

E
o6o
o
d

'o
o
9

tr
d
ho

o
6a
d

o

6

o
tr

o
d
oo
oo'o

aoxo

.o
E
eF

o
d
oo
AoE

ooxo
o
x
d

o

eoo

o

o

Eo
o
o.

o

€'6
o
d

a6
l&

do
o

-o

o
rEo
!

B
ar')

do
o

oo

E
Eo
ooo

E
on

o

o
o
oo
d
o.,d

E
E

o
ado

.tr
c
6

d

oo
oE
o

!o
d
o

r\o
c{

I

'o
d
A

E
o

a

c{
a{

I

E
dq
!
o

ro

o

o

E
rtr

o

Ao

No
N

d

(\l
6l

?o
()
tr

l-

E
6)

trq)

L
G!
c)

o
E
frl
OIrrl

I

(

I

)

0

.t,

Aq)

a)

6l

O
c!
q)
tr
c€
I

Er
E
GI
U)

L
a
0)il
G



Kenya Prisons service (Prison Industry Revolving Fund) PIRF

Annual Reports and Financial Statements
ended June 30, 2021.For the year

15. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2I

Total receipts
289,016,855.45 395,95 r,362. l0

36,'127.00

20r9-20202020-2021

KshsKshsNotos

CASHFLOW FROM OPERATING
ACTIVITIES

395,951,362.10289,016,85s.456Receipt
s

Sales

Transfer from develoPment

Water & Sewerage Charges

Tetephone Telex Mobile Charges 163,405.00 256,000.00

Travel Costs
208,000.00 200,000.00

Accommodation, Domestic Travel 6,439,040.00 2,676,710.00

Daily Subsistence
675,400.00 1,741,380.00

Foreign Travel

Consultancy

Foreign Travel Accornmodation

Advertising Awareness and Publicity 12,070.00 80,000.00

Trade Shows & Exhibition
1,069,350.00

Subscription to NewsPaPer 86,99s.00

Book Allowances

Project Allowance

'luition Fees
217,130.00

Catering Services
130,300.00 65 I , 170.00

Purchase ofuniform & clothing (staff)

Supplies for Production 180,603,534.00 r 83,910,552.50

General Office SuPPlies 317,720.00 9'77,350.00

Suppl ies and Accessorics for ComPuters 1,105,100.00 1,211,779.00

Refined Fuel and Lubricants for Transport 3,646,908.00 I ,l 90, I I 0.00

Other Fuel (wood) 3,760,000.00

Bank Charges
102,960.00 48,960.00

School Fees Examination l,2l I,000.00 0.00

Maintenance of Motor Vehicles 409,200.00 551,996.00

Maintenance of plant, Mech. & 450,000.00 5,000.00

Maintenance of Building (None 4,561 ,969.00 46.200 00

Maintenance of ComPutcrs
10.000.00

Total Payments
205,756,108.55 196,548,350.24

4



A.nnual Reports ar.' uinancial Statements
For the year ended June 30, 2021,

Net cash llows from operating activities 8,260,746,90 199,403,011.86

CASH FLOWS FROM INVESTING
ACTITTVIES

furchase of Non-Current Asset 2,671,989.00 341,000.00

hoceeds from sale of property, plant and
eouioment

Decrease/(lncrease) in non-current
rcceivables

30,318,827.00

Decrease in payables 41,628,085.99 5 r,3 10, 166.00

Decrease in non-current receivables

Net cash llorr used in investing activities 74,618,901.99 51,651,166.00

CASIIFLOWS FROM FINANCING
ACTTVmmS

Proceeds from borrowings

Repayment of borrowings

Increase in deposits

Net cash flors used in financing activities

Net incrersd(decrease) in cash and cash
eouivrlents

8,641,844.91 147,751,845.86

Cash and ca$ equivalents at I July,2020 760,708,495.48 6t2,956,649.62

Cash and crsh equivalenh at 30 June, 2021 769,350,340.39 760,708,495.48

PMG A/C carrying amounl 175,987,430.00 175,987,430.00

Cash & cash equivalent 593,362,9t0.39 584,72t,06s.48

Prepared by

d{
amfantonyCPA S Kyalo (SP)

ICPAK No 20416

The Financial statements set out on pages I to 46 were signed on behalf of the management by:

Hon. Safina K. , CBS Brig (Rtd) EBS James Too, ndc(k), ACGP
PRINCIPAL ARY GENERAL DIRECTOR OF PRISONS

ENTERPRISEDEP'T OF CORRECTIONAL

3:,::*1sft freu
OF PRISONS

5
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Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30,2021.

17. NOTES TO THE FINANCIAL STATEMENTS

l. General Information
The Prisons Industries Revolving Fund (PIRF) was established by Legal Notice No. 314 of
the Exchequer and Audit Act (Cap 412) Regulations of 1988. The Fund is wholly owned

by the Government of Kenya and is domiciled in Kenya (Prison Enterprises, Industries

section of Kenya Prisons Service). The Directorate of Prisons Enterprise is positioned at

the Prisons Headquarters, Magereza House in Nairobi and has branches in 105 industrial
prisons countrywide.
The entity's principal activity of the fund is training and rehabilitation of prisoners on

various skills.
Section ll of the Legal Notice No 314, requires the Officer administering the Fund to
prepare financial statements in respect of that Prison Industries Revolving Fund, which
gives a true and fair view of the state of affairs of the Fund at the end of the financial
period on operating results of the Fund for that period.

The officer administering fund is also required to ensure that Prison Industries Revolving
Fund keeps proper accounting records which disclose with reasonable accuracy the

financial position of the Fund and safeguarding the assets of the Fund

Capital Fund
Authorized capital is Kshs 14,000,000.00 initially appropriated by Parliament vide Legal

Notice no. 314 of 1992/93.

2, Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and equipment,

marketable securities and financial instruments at fair value, impaired assets at their

estimated recoverable amounts and actuarially determined liabilities at their present value.

The preparation of financial statements in conformity with International Public Sector

Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also

requires management to exercise judgement in the process of applying the entity's

accounting policies. The areas involving a higher degree of judgement or complexity, or

where assumptions and estimates are significant to the financial statements, are disclosed

in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is

the functional and reporting currency of the entity.

The financial statements have been prepared in accordance with the PFM Act, the State

Corporations Act, and International Public Sector Accounting Standards (IPSAS). The

accounting policies adopted have been consistently applied to all the years presented.

8



Kenya Prisons Service (Prison Industy Revolving l''und) PlRl

Annual Reports and Financial Statements

For the ended June 30,2021.

NOTES TO THE FINANC IAL STATEMENTS (Continued)

3. Adoption of New and Revised Standards

i. New and amended standards ond interpretations in issue effective in the year ended

30 June 2021.

Applicable: I January 2021:

a) Amendments to IPSAS 13, to include the appropriate

references to IPSAS on impairment, in place of the current

references to other international and/or national accounting

b) IPSAS 13, Leases and IPSAS 17, Property' Plant' and

Equipment.

Amendmentstoremovetransitionalprovisionswhichshould

have been deleted when TPSAS 33, First Time Adoption of

Accrual Basis International Public Sector Accounting

Standards (IPSASs) was aPProved'

c) IPSAS 21, Impairment of Non-Cash-Generating Assets and

IPSAS 26, Impairment of Cash Generating Assets'

Amendments to ensure consistency of impairment guidance to

account for revalued assets in the scope of IPSAS 17 
'

Property, Plant, and Equipment and IPSAS 3l' Intangible

Assets.

d) IpsAS 33, First-time Adoption of Accrual Basis International

Public Sector Accounting Standards (lPSASs)'

Amendments to the implementation guidance on deemed cost

in IPSAS 33 to make it consistent with the core principles in

the Standard.

(No imPact FS)

TEMENTS (Continued)

Other

lmprovements

to TPSAS

9
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Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30, 2021.

u. New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2021.

IPSAS 41:

Financial

Instruments

Applicable: l't January 2023:

The objective of IPSAS 4l is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant and

useful information to users of financial statements for their assessment of

the amounts, timing and uncertainty of an entity's future cash flows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29,by:

. Applying a single classification and measurement model for

financial assets that considers the characteristics of the asset's

cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model

that is applicable to all financial instruments subject to

impairment testing; and

. Applying an improved hedge accounting model that broadens

the hedging arrangements in scope of the guidance. The model

develops a strong link between an entity's risk management

strategies and the accounting treatment for instruments held as

part of the risk management strategy.

No impact

IPSAS 42:

Social

Benefits

Applicable: I't January 2023

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a reporting

entity provides in its financial statements about social benefits. The

information provided should help users of the financial statements and

general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the entity's financial

performance, financial position and cash flows.

(No impact)

Amendments Applicable: lst January 20232

l0



Kenya Prisons Service (Prison lndustry Revolving tuncl) l'lIU
Annual Reports and Financial Statements '

For the r ended June 202r,

to Other

IPSAS

resulting

from IPSAS

41, Financial

Instruments

a) Amendments to IPSAS 5, to update the guidance re lated to the

components of borrowing costs which were inadvertently omitted

when IPSAS 4l was issued'

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting

for financial guarantee contracts which were inadvertently

omitted when IPSAS 4l was issued.

^.--^-)*^.-.- 
.^ IDC A C )', r^ ..-J^]^ +L^ ^":.l^- ^1"'i€''i^^

ilt.

were inadvertently omitted when IPSAS 4l was issued

(No impact of the standard to the entity )

Eorly adoption of standards

The entity did not early - adopt any new or amended standards in year 202012021

II



Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30,2021.

4. Summary of Significant Accounting Policies

Transfers from other sovernment entities

Revenues from non-exchange transactions with other government entities are measured at fair

value and recognized on obtaining control ofthe asset (cash, goods, services and property) ifthe

transfer is free from conditions and it is probable that the economic benefits or service potential

related to the asset will flow to the entity and can be measured reliably. Recurrent grants are

recognized in the statement of comprehensive income. Development/capital grants are

recognized in the statement of financial position and realised in the statement of comprehensive

income over the useful life of the assets that has been acquired using such funds.

Renderins of services

The entity recognizes revenue from rendering of services by reference to the stage of completion

when the outcome of the transaction can be estimated reliably. The stage of completion is

rneasured by reference to labour hours incurred to date as a percentage of total estimated labour

hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the

extent that the expenses incurred are recoverable.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when the

arnount of revenue can be measured reliably and it is probable that the economic benefits or

service potential associated with the transaction will flow to the entity.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's net

canying amount. The method applies this yield to the principal outstanding to determine interest

income each period.

12



lknya Prisons Service (Prtson lndustry Revolwng l'und) f lKr
Annual Reports and Finlncial Statements
For the yea r ended June 30,2021.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

ii) Revenue from exchange transactions

a) Budget information

The original budget for FY 2020-2021 was approved by the Principal Secretary for State

Department for correctional Services on l4th October 2020.

The entity's budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial performance,

whereas the budget is prepared on a cash basis. The amounts in the financial statements were

recast from the accrual basis to the cash basis and reclassified by presentation to be on the same

basis as the approved budget. A comparison of budget and actual amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement of comparison of

made tor ditterences in the tormats and classtttcatlon schemes adopteo tor tne presentatlon oI

the financial statements and the approved budget'

A statement to reconcile the actual amounts on a comparable basis included in the statement of

comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented on pages l-7 of these financial statements.

Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the entity upon receiving the respective

approvals in order to conclude the final budget.

The entity's budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of financial performance,

whereas the budget is prepared on a cash basis. The amounts in the financial statements were

recast from the accrual basis to the cash basis and reclassified by presentation to be on the same

basis as the approved budget. A comparison of budget and actual amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement of cornparison of

budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted lbr the presentation oF

the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of

comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented under section nr of these financial statements'

l3



Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30, 2021.

NOTES TO THE FINAIICIAL STATEMENTS (Continued)

Summary of Signilicant Accounting Policies (Continued)

b) Taxes

Current income tax

Cument income tax assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used

to compute the amount are those that are enacted or substantively enacted, at the reporting date

in the area where the Entity operates and generates taxable income. Current income tax relating

to items recognized directly in net assets is recognized in net assets and not in the statement of

hnancial performance. Management periodically evaluates positions taken in the tax returns with

respect to situations in which applicable tax regulations are subject to interpretation and

establishes provisions where appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax

bases of assets and liabilities and their carrying amounts for financial reporting purposes at the

reprting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of

taxable temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, when the timing of the reversal of the temporary differences can be

controlled and it is probable that the temporary differences will not reverse in the foreseeable

future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of

unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent

that it is probable that taxable profit will be available against which the deductible temporary

differences, and the carry forward of unused tax credits and unused tax losses can be utilized,

except in respect of deductible temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, deferred tax assets are recognized only to the

extent that it is probable that the temporary differences will reverse in the foreseeable future and

taxable profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or

part ofthe deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at

each reporting date and are recognized to the extent that it has become probable that future

taxable profits will allow the deferred tax asset to be recovered.
t4



Xenya Prisons Service (Prison lndustry Revolvtng f und) PIK!
Annual Reports and Financial Statements
For the year ended June 30,2021.

NOTES TO THE FTNANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the

year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that

have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus

or deficit. Deferred tax items are recognized in correlation to the underlying transaction in net

assets. Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right

exists to set off current tax assets against current income tax liabilities and the deferred taxes

^Ll^ ^.-.:.., ^.--l aL^ ^^.--^ r^.,^el^- ^"+L^-ir.,

Expenses and assets are recognized net ofthe amount ofsales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from

the taxation authority, in which case, the sales tax is recognized as part of the cost of

acquisition of the asset or as part of the expense item, as applicable

ii) When receivables and payables are stated with the amount of sales tax included

The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

c) Investment propertY

Investment properties are measured initially at cost, including transaction costs' The

carrying amount includes the replacement cost of components of an existing investment

property at the time that cost is incurred if the recognition criteria are met and excludes the

costs of day-to-day maintenance of an investment property'

Investment property acquired through a non-exchange transaction is measured at its fair

value at the date of acquisition. Subsequent to initial recognition, investment properties are

measured using the cost model and are depreciated over a 3O-year period.

Investment properties are derecognized either when they have been disposed of or when the

investment property is permanently withdrawn from use and no future economic benefit or

service potential is expected from its disposal. The difference between the net disposal

proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the

period of de-recognition.

Transfers are made to or from investment property only when there is a change in use

a
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Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30,2021.
NOTES TO THE FINAI\CIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

d) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the

acquisition of the items. When significant parts of property, plant and equipment are

required to be replaced at intervals, the entity recognizes such parts as individual assets

with specific useful lives and depreciates them accordingly. Likewise, when a major

inspection is performed, its cost is recognized in the carrying amount of the plant and

equipment as a replacement if the recognition criteria are satisfied. All other repair and

maintenance costs are recognized in surplus or deficit as incurred. Where an asset is

acquired in a non-exchange transaction for nil or nominal consideration the asset is

initially measured at its fair value.

a) Non-current/Fixet! asselg
Fixed assets are stated at Net Book Value or cost less accumulated depreciation
Depreciation is calculated on reducing balance as follows:-
o Motor Vehicles l0%
o Machinery 5%
o Tools 331/3%
o Computers 5%

b) Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of

intangible assets acquired in a non-exchange transaction is their fair value at the date of

the exchange. Following initial recognition, intangible assets are carried at cost less any

accumulated amortization and accumulated impairment losses. Internally generated

intangible assets, excluding capitalized development costs, are not capitalized and

expenditure is reflected in surplus or deficit in the period in which the expenditure is

incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.

t6
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Annual Reports and Financial Statements

For the yea r ended June 30' 2021.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

c) Research and develoPment costs

The Entity expenses research costs as incurred. Development costs on an individual

project are recognized as intangible assets when the Entity can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be available

for use or sale

ii) Its intention to complete and its ability to use or sell the asset

iii) How the asset will generate future economic benefits or service potential

iv) The availability of resources to complete the asset

r,\ 'l'ho ohitir., rn mcocrrra rctiohlv fhe ev^enrlifrrre rlrrrino Acwolnnment

arnortization and accumulated impairment losses. Amortization ot'the asset begins when

development is complete and the asset is available for use. It is amortized over the period

of expected future benefit. During the period of development, the asset is tested for

impairment annually with any impairment losses recognized immediately in surplus or

deficit.

d) Financial instruments

a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fair value through surplus or deficit, loans

and receivables, held+o-maturity investments or available-for-sale financial assets, as

appropriate. The Entity determines the classification of its financial assets at initial

recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable

payments that are not quoted in an active market. After initial measurement, such financial

assets are subsequently measured at amortized cost using the effective interest method, less

impairment. Amortized cost is calculated by taking into account any discount or premium on

acquisition and fees or costs that are an integral part of the effective interest rate' Losses

arising from impairment are recognized in the surplus or deficit'

a
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Aanual Reports and tr'inancial Statements
For the year ended June 30,2021.
NOTES TO THE FINANCIAL STATEMENTS (Continued)

Surnmary of Signilicant Accounting Policies (Continued)

Held-to-maturitv.

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the Entity has the positive intention and ability to hold it to

rnafurity. After initial measurernent, held-to-maturity investments are measured at amortized

cost using the effective interest method, less impairment. Amortized cost is calculated by taking

into account any discount or premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The losses arising from impairment are recognized in surplus or

deficit.

Imnairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial

asset or an entity of financial assets is impaired. A financial asset or a entity of financial assets is

deemed to be impaired if, and only if, there is objective evidence of impairment as a result of
one or more events that has occurred after the initial recognition of the asset (an incurred'loss

event') and that loss event has an impact on the estimated future cash flows of the financial asset

or the entity of financial assets that can be reliably estimated. Evidence of impairment may

include the following indicators:

i) The debtors or an entity of debtors are experiencing significant financial difficulty.

ii) Default or delinquency in interest or principal payments

iii) The probability that debtors will enter bankruptcy or other financial reorganization.

iv) Observable data indicates a measurable decrease in estimated future cash flows (e.g.,

changes in arrears or economic conditions that correlate with defaults)

b) Financial liabilities

Initial recosnition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Entity determines

the classification of its financial liabilities at initial recognition. All financial liabilities are

recognized initially at fair value and, in the case of loans and borrowings, plus directly

attributable transaction costs.

18
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NOTES TO THE FINANCIAL STATEMENTS (COntinued)

Summary of Significant Accounting Policies (Continued)

c) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory

is its fair value at the date of acquisition. Costs incurred in bringing each product to its present

location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a

proportion of manufacturing overheads based on the normal operating capacity but

--^1",1:-^ L^--^",i-^ ^^-;.

However, to the extent that a class of inventory is distributed or deployed at no charge or tbr a

nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs necessary to make the sale' exchange, or

distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the

ordinary course of operations of the Entity'

d) Provisions

provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result of a past event, it is probable that an outflow of resources embodying economic benefits or

service potential wilt be required to settle the obligation and a reliable estimate can be made of

the amount of the obligation.

Where the Entity expects some or all of a provision to be reimbursed, for example, under an

insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain. The expense relating to any provision is presented in the

statement of financial performance net of any reimbursement'

e) Contingentliabilities

The Entity does not recognize a contingent liability but discloses details of any contingencies in

the notes to the financial statements, unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.

,
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Kuya Prisons Service (Prison Industry Revolving Fund) PIRF

Annual Reports and Financial Statements
I'or the year ended June 30, 2021.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Signilicant Accounting Policies (Confinued)

0 Contingent assets

Tlrc Entity does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence of one or more uncertain future

events not wholly within the control of the Entity in the notes to the financial statements.

Contingent assets are assessod oontinually to ensure that developments are appropriately

rcflected in the financial statements. If it has become virtually oertain that an inflow of economic

benefits or service potential will arise and the asset's value can be measured reliably, the asset

and the related revenue are recognized in the financial statements of the period in which the

change occurs.

g) Nature and purpose ofreserves

The Entity creates and maintains reserves in terms of specific requirements i.e Retained earnings

h) Changes in accounting policies and estimates

Th Entity recognizes the effects of changes in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is impractical.

ln the case of assets other than 'whole-of-life' assets, it controls, through ownership, beneficial

entitlement or otherwise - any significant residual interest in the asset at the end of the

anangement. Any assets so recognized are measured at their fair value. To the extent that an

asset has been recognized, the Entity also recognizes a corresponding liability, adjusted by a

cash consideration paid or received.

i) Cash and cash oquivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call

and highly liquid investments 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. Bank account balances include amounts held at the Central Bank of Kenya and at various

commercial banks at the end of the 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.

j) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

k) Subsequent events
Tlrere have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30,2021.

20
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For the year ended June 30,2021.

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of

revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end

of the reporting period. However, uncertainty about these assumptions and estimates could result

in outcomes that require a material adjustrnent to the carrying arrrount of the asset or liability

affected in future periods. State alljudgernents, estimates and assutnptions made: e.g

E.}i-o}^c o,.l 66o.'-^]:^-6

the reporting date, that have a significant risk of causittg a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available when the consolidated financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control of

the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value fiom disposal:

a) The condition of the asset based on the assessment of experts employed by the Entity.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions
Provisions were raised and monogement determined an estimate hased on lhe informatiott
available. Additional disclosure of these estimates of provisions is included in Note 40.

Provisions are meusured at the monogement's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is maleriul.

2t



Kenya Prisons Service (Prison Industry Revolving Fund) PIRF
Annual Reports and Financial Statements
For the year ended June 30,2021.
NOTES TO THE FINANCIAL STATEMENTS (Continued)

6. Sale of Goods

Sales represent revenue collected by respective stations and surrendered at Prison

Headquarters

Sale of - Cash sales 243.883.877.9s 37 5,427,592.10

Sale of goods - credit sales 136,185,518.00 35,470,685.00
Other( prepayments) 70,332,327.04 0.00
Previous debt collected during the year -53,395,085.83 (.91.404.2ss.33)

Total sales from the sale ofgoods 397,006,637.16 319.494,021.77

NB. The amount of Kshs 243,883,877.95 excludes Kshs 45,132,977.50 which was a

prepayment hence was not included in the sales of the financial year

7. Use of Goods and Services

8. Depreciation and Amortization Expense

Openins Stock (l-7 -20201
Raw Materials 91,036.393.70 109,907,032.24
Work in Progress 44.034.r48.39 27.144.t77 .14
Finished goods 17.097,564.24 25.109.291.42
Purchases - (2211023\ 180.603.534.00 187.574.739.50
Total Cost of Materials 332.771.640.33 349.735.240.30
Less Closing Stock (30-06-2021)

Raw Materials I 75.038.329.89 91.036.393.70
Work in progress 27.768.547.30 44,034,149.39
Finished soods 21.859.366.98 17,097,564.24
Sub-Total ) 124.666244.17 152,168,106.33
Cost of goods sold 208,105,396.16 197,567,133.97

Motor Vehicles 827 4r7.38 9t9 352.6s
Carpentry 341,969.81 359,968.22
Tailoring 746,749.83 786,052.45
Printing 144,532.40 I10,034.10
Metal 97,655.36 102,795.12
Number plates 681,548.02 717,418.97
Other Machinery 0.00 0.00
Leather 276,134.96 290,668.38
Coconut 10,624.44 I I,183.62
Computer 216,547.25 227,944.47
Tools & Equipment 1,531.325.58 2.296.873.53
Total depreciation and amortization 4.834.505.02 5,822,291,51
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2020-2021 2019-2020

Kshs Kshs

Maintenance of property, building 4,561,969.00 46,200.00

Maintenance of and mach 450,000.00 5,000.00

Maintenance of motor Vehicles 409,200.00 55 I,996.00

Maintenance of and accessories 0.00 10,000.00

Total repairs and maintenance 5,421,169.00 613,196.00

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9. Repairs and Maintenance

10. General expenses

Description 2020-202t 2019-2020

Kshs Kshs

Newspapers subscriptions 86 995.00

11. Cash and Cash Equivalents

NB. PMG Account represents the amount that is held in the fonner Ministry of Home Affairs

Deposit Account on behalf of the Fund.
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0

03,760,000.00Other fuels - wood fuel

3,646,908.00 l,l90,l 10.00Refined fuels

208,000.00 200,000.00Travel cost

6.439,040.00 2,676,710.00Accommodation domestic

675,400.00 3,857,780.00Daily subsistence

0.00 0.00Daily subsistence(Forei gn)

1,823,065,741,655,377.55Electricity expenses

0.00 36,727.00Water & Sewerage

0.00 0.00Purchase of uniforms

317,720.00 1,072,350.00Office supplies - Stationeries

l,l0s,100.00 1,273,779.00Supplies computers

12,070.00 80,000.00Publ icity & advertisements

0.00 1,069,350.00Trade shows

256,000.00163,405.00Telephone expenses

48,960.00102,960.00Bank Charges

20.895,500.00l,2l1,000.00School examinations (NITA)

19,731,405.55 35,581,501.74Total general expenses

2020-2021 2019-2020
Kshs IGhs

Current CBK s93,362,910.39 554,402,238.48

Uncleared ent vouchers 0.00 30.3 18,827.00

PMG 175,987,430.00 175.987.430.00

Total cash and cash equivalents 769,350,340.39 160,708,495.48
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For the year ended June 30, 2021,
NOTES TO TIIE FINAI\ICIAL STATEMENTS (Continued)

12. (a) Detailed Analysis of the Cash and Cash Equivalents

13 Receivables from Exchange Transactions

The debtors represent the amount owed to the fund from credit sales. These constitute
Government Ministries, Departments as well as private individuals

PIRF GOVERNMENT/PRIVATE OUTSTANDING DEBTS ANALYSIS

a) Current account
Central Bank of Kenya 1000307498 593.362.9t0.39 554,402,238.49
Paymaster General (PMG) 175.987.430.00 175,987,430.00
Total 770.s61340.39 730,389,668.49

b) Others(snecifr)
Uncleared payment vouchers 30,318,827.00
Sub'total 30,318,827.00
Grand total 769.350.340.39 760.708.495.48

Current receivables
Sale of goods debtors - Government institutions 195.765.775.83 82.656.516.66
Sale of goods debtors - Private customers 77,760.00 77.760.40
Less: impairment allowance 0.00 0.00
Total current receivables 195.843.535.83 82.734.276.66
Total receivables 195.843.535.83 82.734276.66

PRISONS INDUSTRIES GOVERNMENT/PRryATE TOT.A.L OUTSTAIYDING DEBTS AS AT 3046-202I

STATION NAME OFDEBTOR
ITEMS

DESCRIPTION OTY LPONO INVOICE NO AMOUNT

Kitensela Commissioner of Prisons Palm bar 10.000 365',t4/9-6-2009 750.000.00

Commissioner of Prisons Bar SoaDs 4.995.000.00

Ministrv of Transoort Offce Fumitrre 3-523-348.83

Kitensela Commissioner of Prisons
Prisoners bar 2541601 of

2015n016
0921 of

ll1lD010 3-500.000.00

Kaoensuria OIC Kanenpuria Coffee Tablc I 3619 30.000.00

OIC Kaoensuria Wine Stool I 3618 3.600.00

OIC Kaoeneuria Dinnins Set I 3622 55.000.00

Kisumu main District Survevor -Siava
Jackets &
Trousers 26 25286 I 23-lt-81

58057 I t5-02-
82 6,560.00

Kisumu main masistrates shelves 24 2919853 ofl9 5 $) 63.072.00

Kisumu main Kakameea Counw Oflice fumiturc 3.7s0.000.00

Kisumu main Bomet County Offrce fumiture 695.000.00

Rachuonvo OIC Rachuonyo Oflice Fumiture I 6.100.00

Kamiti Main
State Dept oflnterior-
harambee ave Offrce fumitures 33207 0F 6t0n0t8 l. I 02.000.00

Kamiti Main Parliament Repairs osc./oroc/2fuol iii/6 2.001.5s0.00
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14 Inventories

77:160.00

I

lntercontinental
Hotel Repair

Kamiti Main
Clerk ofthe senate

980 000 00

043 of
26103/2018

0080 of
I r/10/018

Parliament
Reoair

Kamiti Main
Clerk of the National
Assembly

5,343.200.00
Stitching
Prisoners
Uniforms

Kamiti Main Commissioner of Prisons

461 0-
29/1lnor8 561,000 00OIfice furniturePHQ

showroom
PS Min of Interior & Cord

N/A Imprests 30,3 t 8,827 00lmprests /
Payment
vouchers

variousPHQ
showroom

Commissioner of Prisons

I 36, I 85.5 I 8.00NTSA Number PlatesKamiti Main

19s.765.775.83TOTAL

PRIVATE OUTSTANDING DEBTS FOR THE PERIOD ENDED 30.06.2027

I10,400.00Furniture IKituiRem. Simon K.Kinsor
67,360.00S/bed,D/set,C/setE.M Guantai

2ul,0-.202t 2019-2020

Kshs Kshs

Raw materials 75,038,329.89 91,036,393.70

Work in 27,768,547.30 44,034,148.39

Manufactured goods held for sale 21,859,366.98 17,09',7,s64.24

Total inventories at the lower of cost and net
realizable value

124,666244.17 152,168,106.33
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Kenya Prisons Service (Prison Industry Revolving Fund) PIRF

Annual Reports and Financial Statements
For the yea r ended June 30,2021.

t

NOTES TO THE F'INANCIAL STATEME

16 Trade and Other Payables - Creditors

Analysis of the creditors

NTS (Continued)

2019-2020

KshsKshs
35 .0053l 345 174.00Trade pa les exchange creditors)

70 ll0 037.0445 t2t 977.s0received in advance 't)
222 00ll 000.00received in advance )
987 04r51.50351Total trade and other PaYables

TOTALAMOUNTINVOICE dateLPO noDISCRIPTIONS/NO SUPPLIER

onvA l A/:E^tarcc N' rmh6t Dlltac t\rttorial(

8 KERICON EAST AFRICA LTD Number Plates Materials

)17A76q qb2l)o17 1.qq1.025.00

31.19520 730,000.00aot L\

247,500.006/22/20182174991Number Plates MaterialsWEB ENTERPRISES9

7120/2018 89,000.002774975Number Plates Materials10 GIYAN ENTERPRISES LTD

92,500.007/20/2OL82774976Number Plates MaterialsORGAM ENTERPRISES11
16,050,025.00

SUE.TOTAL

2,762,500.OO1112u2o162s720L6TimberNAIRE ENTERPRISESt2
3.900,000.006/2112OL72774758TimberRATIO MERCHANTS13

8lL4/2077 4,597,500.002774782Timber14 BANTU IMPLEX

8/ts/20t7 2,850,000.00277475LTimber15 BANTU IMPLEX

s,515,000.001212t120172572033Timber16 TRAM TECH SERVICES

5,235,000.00L2/28/2Ot72774880Timber17 SUPPLYMAX AGENCIES

3,812,500.002/t6/20182774885TimberREALTIME CAPITAL INVEST18
1,900,739.0031201201,827554r'.2Timber19 ALFRE SUPPLIERS

4.575,000.004/LO/20L82755427Timber20 SUPPLYMAX AGENCIES

4lt0/2018 3,092,s00.003119615Timber27 KAKULE GENERAL

1,577,500.004124/20182755430Timber22 ATFRE SUPPLIERS

1,600,000.004124120782755432Timber23 ELVORIAN ENTERPRISES

3,420,000.00s/21201827s5439TimberBrisht Vantage24
2,100,000.00s/1,4120182755437Timber25 KEYMAT AGENCIES

slL7/20t8 1,652,500.0027ss43tTimber26 Decra Est Africa Ltd
2,420,000.00s/t7120t827554r'-5Timber27 Decra Est Africa Ltd
1,720,000.00slLT/20182755435Timber28 MARA RAJA SPRINGS

1,950,000.00sl2L/20782755438Timber29 CHENNAI FABRICATORS

1,697,500.006/7120182755446Timber30 KEYMAT AGENCIES

8,100,000.005/11/20t83119636TimberMOITA GENERAL31
10,450,000.006/1.11201,83119638TimberSKYWEB LTD32

5,235,000.006h2/20783119639TimberTIMBER TANK ENT33

6lL2/201.8 4,802,500.003119640Timber34 TIMBER TANK ENT

6l12/2018 8,012,000.003119641Timber35 PAKAJE ENTERPRISE

1.,706,796.006h6120782t74752Timber36 NOVAS KENYA LTD

3,084,954.006/26120t83119707Timber37 Decra Est Africa Ltd
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38 NMBER TANK ENT Timber 3119705 6/26120L8 3,180.000.00

39 NMBER TANK ENT Timber 3119704 6/2612018 5,080.000.00

40 Oecra Est Africa Ltd Timber 3119708 6/26/20t8 1,200,000.00

41 MOITA GENERAL Timber 3119649 7/4120L8 2,645,000.00

42 NMBER TANK ENT Timber C/Note 9,794,850.00

43 IG(ULE GENERAL Timber C/Note 3,247,500.00

SUB.TOTAL (KSHS) 123,0r.6,839.00

44 APEX COATING LTD Supplv of wood varnish 2774573 s/t0/20t7 2.180,000.00

45 APEX COATING LTD Sanding sealer 2t74780 6130/20L7 5.8s0.000.00 number plate

46 WEB ENTERPRISES PolWhene paper 2774770 8/37/20L7 1,24s,000.00 number plate

47 I{OWDYS ENTERPRISES Uoholsterv Materials 2774853 70/L612017 569,000.00

48 UISURE SUPPLIES Conta Adhensive 2755478 Ll23120L8 644,000.00

49 S/EABS VENTURES H/D Cushions 27554L5 3/6120t8 750,000.00

50 SAJAM DUBON machine oil 3119621 3126/20L8 325,000.00 number plate

51 ,ds( Membership Badges 737482 3/2912018 300,000.00

52 HILDAMA CONSTRUCTION Foam Sheets 3119605 20/7/20L8 3.025.000.00

s3 OAINA KIKOME GEN. Veneer chipboard 3119617 4/LL/20L8 3,195,000.00

54 }IAMHAM GEN MERCHANTS Rubber foam 3119611 4/L8/2078 2,140,000.00

55 FORTUNE RELIANCE Machine sand paper 2774973 4/18/20t8 356,000.00

56 IfASURE PLAN stationeries 2774969 4h8/2018 28,130.00

57 RICHIN TRADERS MDF Boards 3719524 4/23/20t8 1,958,000.00

58 RICHIN TRADERS Plaques 3119630 4/23/2078 3,119,500.00

59 M/S TRADE CIRCLES LTD Tubeless Tvres 3119535 4/2612078 1,509,800.00

50
CTLLCUR CONSTRUCIION
LID Machines Eneine Oil 31 19619 4/26/20L8 200,000.00 number plate

61 ABINA INVESTMENTS LTD Block Eoards 3 1 19603 s/2/20t8 2,7s0.000.00

62 ABINA INVESTMENTS LTD MDF Boards 3119609 sl3/2Ot8 2,225,000.0O

63 RAMACA INVESTMENTS Embossed Velvet 3 119601 s/3/2018 3,190,000.00

64 APEX COATING tTD Sanding sealer 3 119504 sl10l20t8 3,155,000.00

65 RICHIN TRADERS Square Tubes 3119632 s/ls/2018 1.929.400.00

66 DOUELE K ENT Long Life Milk 2774952 s/ts/20t8 900,000.00

67 CONSIGNMENTGEN Boiler materials 2755422 s12012078 54,500.00

68 CONSIGNMENT GEN Boiler materials 2755424 s/20/2078 61,000.00

69 CONSIGNMENT GEN Boiler materials 2755421 sl20/2078 300,580.00

70 FORTUNE RELIANCE Synthetic leather 3119631 s/23/20L8 1.545.000.00

71 ONE WAY TRADING Rubber foam 3119626 sl28/2Ot8 2,140,000,00

72 LOURO ENT H/D Cushions 3t19627 s/28/2Ot8 900,000.00

73 TANDI ENTERPRISES Rubber Belt 3 119625 s/28/2018 225,000.00

74 TWINLEX TEXTILES Suiting Material 2774986 s/29/20t8 297,000.00

75 SQUARE EDGE Flat bar 3119637 6/s/20t8 2,926,000.00

75 NOWDYS ENTERPRISES H/D Cushions 3 119612 6/8/2078 654,000.00

77 GIYAN ENTERPRISES LTD Plain velvet 2t74990 6/22/20L8 440,000.00

78 DOUBLEK ENTERPRISES Long lasting milk 3119709 6/26/20L8 900,000.00 number plate

79 APEX COATING LTD Sanding sealer 3 1 19648 6/26/20t8 5,050,000.00

80 RTDDAMAC LEATHER LTD Leather 3tt9702 6/26/2Ot8 780,000.00

81 APEX COATING LTD Professional wood slue 3L79647 6/26/20L8 4,500,000.00

82 HILDAMA CONSTRUCTION Professional wood glue 2774966 7/20/2018 800,000.00
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Proforma INV

o? AIITA Tt;AaJoct fncj

95 N.I.T.A Trade Test cost

a

I

10.00

n16 7l1,.l2mq 1 1.1 07.500.Oo

007 7 14,141,500.00

2,500,000.002755403 29/02/201.8RAMACA INVESTMENTS Embossed Velvet83

SUB-TOTAL (KSHS}

850,000.003 119701 417/20t8JUNIOR PET INVESTMENT Aluminium tube, flat bars84

517/2018 102,900.003119714
Ballast, dump proof,DPC

1000s85 MEGISTEP ENTERPRISES

420,000.003tL97t2 414/2Ot8Tiles86 ZEDRI AGENCIES

sl9/2018 930,600.003119715Aluminium tube, flat bars87 JUNIOR PET INVESTMENT

7 /2/2079 3,855,000.003119650Embossed Velvet88 RAMACA INVESTMENTS

4/7 /20L8 864,000.003119713Cement, lron sheets, Sand89 ZEDRI AGENCIES

302,200.003LT97LI s/7/2018Paints90 MEGISTEP ENTERPRISES

sl3t/2018 453,500.003119646Building Materials91 JUNIOR PET INVESTMENT

3lt7/2019 10,305,000.00
Proforma INV

015Trade Test Cost92 N.I.TA.

8116/20t6 13,250,000.00
Proforma INV

014Trade Test Cost96 N.I.TA.

69.752.200.00SUB.TOTAI (I(SHS)

FIY 20r8120L912020

2.700.000.003045001TWINLEX TEXTILES Ordinary Block Boards1

894,000.003045003Contac Adhesive2 GREAT HEIGHTS SERVICES

2,380,000.003rL9743Embossed Velvet3 RAGE SUPPTIES LIMITED

420,000.003tL9747Pure Grade Leather4

REDDAMAC LEATHER

CENTRE

400,000.003045014Welding rods5 TANDI ENTERPRISE

144,000.003045004FORTUNE RELIANCE Upholstery material6

1.748,000.003179744LIBERTY GROUP EA Upholstery Materials7

5.775,000.00 number plates3tt974rThinner8 ANGEL BROOK MERCHANTS

number plates330,000.003119739Mutton clothe9 TANDI ENTERPRISES

number plates550,000.003119748Mutton clothe10 TANDI ENTERPRISES

1,577,000.003t19746Upholsterv Materials11 FORTUNE RELIANCE

33,600.00Subscriptiont2 ICPAK

10,510,500.00
August 2019

seriesPrisoners Trade TestNITA13

10,285,000.00
Dec 201.9

seriesPrisoners Trade TestNITAL4

37,847,L00.00sUB-ToTAL (KSHS)

FIY 201912020

s2,000.00 52,000.00
1 NITA Trade test

3t2,t45,t74.00GRAND TOTAL
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11 Refundable Deposits and Prepayments from Customers

ent/customers a

18 CAPITAL EXPEh[DITT]RE

Consumer - Government 45,121,977.50 70,L10,037.04
Consumer deposits - Private 11,000.00 222,290.00
Total deposits 45,132,977.50 70,332327.04

PREPAYMENT ANALYSIS
s/No DESCRIPTION Contract sum

1000h
Amount Status

I Shimo Medium - Probation works 15,320,500.00 7,660,250.00 WIP

2 524,375.00 WIPThika Main- Probation works 1,048,750.00

J Nakuru Main- Probation works 8,000,000.00 4,000,000.00 WIP

4 Kamiti Main- Probation works 5,042,550.00 2,521,275.00 WIP

50o/o of
Conftact
sum not
disbursed

Sub total 29,411,800.00 14,705,900.00

5 PHQ - UNESCO project 18,999,427.50 WIP

6 Kamiti Main- various customers 10,451,650.00 WIP

7 Langata women Industries 8,500.00 WIP

8 Nyeri Medium 1,500.00 WP
9 Kericho Medium 1,000.00 WIP

l0 Eldoret main 96s.000.00 WIP

Grand total 4S,7X2,vt:LnA
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

l9 Financial Risk Management

The entity's activities expose it to a variety of financial risks including credit and liquidity

risks and effects of changes in foreign currency. The entity's overall risk management

programme focuses on unpredictability of changes in the business environment and seeks to

minimise the potential adverse effect of such risks on its performance by setting acceptable

levels of risk. The entity does not hedge any risks and has in place policies to ensure that

credit is only extended to customers with an established credit history.

The entity's financial risk management objectives and policies are detailed below:

The entity has exposure to credit risk, which is the risk that a counterparty will be unable

to pay amounts in full when due. Credit risk arises from cash and cash equivalents, and

deposits with banks, as well as trade and other receivables and available-for-sale financial

investments. Management assesses the credit quality of each customer, taking into

account its financial position, past experience and other factors. Individual risk lirnits are

set based on internal or external assessment in accordance with limits set by the directors.

The amounts presented in the statement of financial position are net of allowances for

doubtful receivables, estimated by the entity's management based on prior experience and

their assessrnent of the current economic environment'

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity's directors,

who have built an appropriate liquidity risk nranagement fiamework for the rnanagernent

of the entity's short, medium and long-term funding and liquidity management

requirements. The entity manages liquidity risk through continuous monitoring of

forecasts and actual cash flows.

The table below represents cash flows payable by the entity under non-derivative

financial liabilities by their remaining contractual maturities at the reporting date. 'l'he

amounts disclosed in the table are the contractual undiscounted cash flows. Balances due

within 12 rnonths equal their carrying balances, as the impact of discounting is not

significant.

L

a
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Financial Risk Management

iii) Market risk

The entity has put in place an internal audit function to assist it in assessing the risk faced by the

entity on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting

and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the entity's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk

exposures within acceptable parameters, while optimising the return. Overall responsibility for

managing market risk rests with the Audit and Risk Management Committee.

The entity's Finance Department is responsible for the development of detailed risk management

policies (subject to review and approval by Audit and Risk Management Committee) and for the

dayto-day implementation of those policies.There has been no change to the entity's exposure to

market risks or the manner in which it manages and measures the risk.

a) Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through purchases of goods

and services that are done in currencies other than the local currency. Invoices denominated in

foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of

payment is done using the prevailing exchange rate.

The entity manages foreign exchange risk form future commercial transactions and recognised

assets and liabilities by projecting for expected sales proceeds and matching the same with

expected payments
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Financial Risk Management

Fair value of financial assets and liabilities

a) Financial instruments measured at fair value.

Determination of fair value and fair values hierarchy

IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

obtained from independent sources; unobservable inputs reflect the entity's market assumptions.

These two types of inputs have created the following fair value hierarchy:

. Level 2 - Inputs other than quoted prices included within Level I that are observable for

the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from

prices).

. Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level includes equity investments and debt instruments with

significant unobservable components. This hierarchy requires the use of observable

market data when available. The entity considers relevant and observable market prices in

its valuations where possible.

iv) Capital Risk Management

The objective of the entity's capital risk management is to safeguard the entity's ability to

continue as a going concern. The entity capital structure comprises of the following

funds:

2020-2021 2019-2020
Kshs Kshs

Revaluation reserve 0 0

Retained earnings 619.943.s94.17 540,023,845.61

Capital reserve 14,000,000.00 14,000,000.00

Total funds 633,943,594.17 554,023,845.61

Total borrowings 0.00 0.00

Creditors 312,345,174.00 356, 143,099.00

Gearins/Acid test ratio 49.27 % 64.28o/o

a
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Z0 Related Party Disclosures

Nature of related partv relationships

Entities and other parties related to the entity include those parties who have ability to

exercise control or exercise significant influence over its operating and financial decisions.

Related parties include management personnel, their associates and close family members.

Government of Kenya

The Government of Kenya is the principal shareholder of tbe entity, holding 100% of the

entity's equity interest. The Government of Kenya has provided full guarantees to all long-

term lenders of the entity, both domestic and external.

D The National Government;
ii) The Parent Ministry;
iii) The Kenya Prisons Service department;
iv) Key management;
v) Board of directors

vi) Key management;

vii) Board of directors;

2l Contingent Assets and Contingent Liabilities

Contingent Assets

Contineent Liabilities

Contingent assets

Insurance reimbursements NiI NiI
Assets arising from determination of court cases NiI Nit

NiI NitReimbursable indemnities and guarantees

NiI NiIReceivables from other govemment entities

Nil NiIOthers (Specify)

Nit NirTotal

Contingent Iiabilities NiI NiI
Court case xxx against the entity Nil Nit

Nir NilBank guarantees in favour of subsidiary

Nil NiIContingent liabilities arising from contracts including PPPs

Nit NiIOthers (Specify)

NiI NirTotal i
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NOTES TO TIIE F'INAI\CIAL STAIEMEMS (Continued)

22 Surplus Remission

In acoordance with Seotion 219 Q) ofthePubticFinancialManagemeurtActregulatioag regulatory

exrtities shall rernit into Consolidated Fmd ninety per oentum of its surplus ft.rnds reported in the

audited finanoial stateunents after the end of each financial year. The entity ditt not siubmit any

surplus durlng the year @y 2020 Ni} and hence no rern:hlance to the Consotidated Fund.

23 Events after the Reporting Period

There were no material adjusting md non- adjusting events after the reporting period.

:.i i'iii:rr:rie,tnri lilrir;in.: Erriiit

Services under the Ministry of Interior and Coordination of National Government. Its ultimate

parent is the Govemment of Kenya.

25 Currency

The financial Statements are presented in Kenya Shillings (Kshs|

:, ,',.''. :.,.r rl

,
i
I
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APPENDIX I: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The following is the summary of issues raised by the external auditor, and management comments

ttrat were provided to the auditor.

Refertace
No. or tte
extenal

audit
Rcport

Issuc /Observetlons from Audltor Manegement conmoub

Focel Polnt
percon to

resotve the
lssuc(/Vaae

and
ilc.dmulon)

Status:
(Raotvcd/

Not
Rxotved)

Tlmeframe:
(Put a date
whcnyou
expecl thc
lssue to be
rcsolvcd)

301.
Unsupprrte
d caslh

(P.M.C)
balance
kshs.
175,987,430

The statement of financial position as

at 30 June,2019 reflects a balance of
Kshs 175,987,430 against a

Paymaster General Account as at 30
June 2019. This balance represents
amounts held on behalf of the Fund
in the former Ministry of Home
Affairs Deposit Account and which
was yet to be transferred to the
Fund's new account as of30 June
2019. However, no documentary
evidence in the form ofbank
certificate or bank reconciliation
statements of the said deposit
account has been provided to suppoft
this balance.

The mngt has continued
engaging relevant
authorities seeki ng transfer
of Kshs 175,987,430.00 The
non- transfer, was affected
by the reorganization of
government in the financial
year 2Ql3l14 where the
MOHA was merged with
OP to form the new
Ministry of Interior and Co-
ordination of National
government.

HAU-state
dept for
correctiona
I services

Not
Resolved

Awaiting
PAC
recommenda
tion

302.Cash in
transit

Note l2 of the financial statements
under cash and cash equivalents is a
balance of Kshs 30,3 18,827 being
cash in transit as at 30 June 2019.
Although the same amount was also
reflected in the previous year's
financial statements as cash in transit,
no documentary evidence has been
provided to support this balance of
kshs. 30,318,827 Consequently, it
has not been possible to confirm the
existence, validity and accuracy of
the cash in transit balance of
KSh.30,3 18,827 as at 30 June 201 9

This is revenue collected
from sale of manufactured
products receipted but not
yet deposited to the fund
account. The cash is being
held up in unpaid payment
vouchers. Every effort is

being made to ensure that
the amount is deposited in
the revenue account.

HAU &
Accountant
PIRF

Not
Resolved

Awaiting
PAC
recommenda
tion

303. Budget
ControlAnd
Perforrnanc
e

The statement of comparison of
budget and actual amounts revealed
that the prison industries budget for
2018/2019 financial year was
Kshs.493,797,981.84 however, the
total expenditure as at 3Oth June 2019
was Kshs. 251,351,321.00 or 5l% of
total budget against an under
expenditure of kshs 242,446,660.84
or 49o/o ofthe budgeted expenditure.
Consequently, the fund did not
implement all programs and work
plan as approved in the budget thus,
delaying provisions of the objectives
& purposes ofthe fund.

Prison Industries revolving
fund despite having an
approved budget does not
rely on funding from
exchequer but on cash
collected from the revolving
fund income generating
activities. These activities
were affected by the
invasion of the COVID l9
pandemic and other
exigencies in the country
resulting to low business.

HAU-state
dept for
correctiona
I services

Not
Resolved

Awaiting
PAC
recommenda
tion

304. Stalled
projects -

supply and

delivery of
motorized
vehicle
number

During audit inspection and
verification at Kamiti main prison
industry it was noted that there is a
three (3) year contract for tender
supply and delivery of motorized
vehicle number plate blanks tender
no. KPS/T/ICBl 10120 | 4-20 I 7 which

It is true that the machines
were procured and installed
in 20 I 6 at a cost o[ Kshs. I 5,

295,500.00. The required
machines, equipment and
raw materials for new
generation number plates

HAU-state
dep't for'
correctiona
I services

Not
Resolved

Awaiting
PAC
recommenda
tion
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t f

?_

plate blanks
Tender NO.
KPS/T/ICB/
t0l20l4-
2017

305.
Unequal
treatment of
suppliers

had stalled but contract validitY
period is still running. The contract

was signed on 7tn November 2017

and the modern number Plate's
production machine was officiallY
installed and officers trained on how

to operate the machines.

However, as indicated in the

commissioner General of Prisons'
response Ref. I 7/ I 7/vol.iv datd3Oyh

October 2019, proceed once the laser

lillarllrat leol L\ttol Lvtt r!vUariu

that invoices totaling to

kshs.238,601,175.00 were sent to the

state department headquarters for
payment ofvarious suPPliers but
only kshs. 102 ,67 1,940.00 was Paid
during the year, leaving pending bills
of kshs. l3 5,929,23 5.00.
Further, out ol74 suPPliers, it was

observed that only l2 suppliers were

paid during the year. However,
reasons for prioritizing the payments

were not clearly stiPulated bY

management as exPected thus

refl ecting unfair distribution of the

payments contrary to Article 227 (l)
of the constitution which states that a

"State organs or anY other Public
entity contracts for goods or services,

it should do so I accordance
With a system that is fair, equitable,

transparent competitive and cost

etficient"

are ready except laser

marking machine used for
final validation of number
plates. The roll out ofthe
project is exPected to
commence once the laser

marking machine is in
place.

Prison Industries lorwarded
for payment invoices
amounting to Kes

238,601,175.00 to the State

Department Headquatters.
Payments amounting to Kes

102,67 1,940.00 were made

and reflected in the Prison

Fund's bank account
statement. The unPaid
invoices amounting to Kes

135,929,235.00 were
processed late and therefore
could not be settled before

30th June 2019. Hitherto the

management has managed

to settle kshs 97,782,135.00
leaving a balance of kshs

38,147,100.00 and the

SDCS is following uP with
the settlement of the

remaining debts.

FIALI-state
dept for
correctiona
I services

Not
Resolved

Awaiting
PAC
recommenda
tion

Hon. Safina K Tsungu'CBS

Principal SecretarY,

State Department for Correctional Services,

Nairobi.

Date t:[r Iprl

Tlmeflame:
(Prila datc
wheayoa
€rycctlhc
b$r. to D,
resolvcd)

Focal Polnt
pc}13ou to
ruolve the
lssuefltarrc

and
drdcndloa)

StDtutl
(Rasoltx,d/

Nd
fcooba0

Managcment commGnb

Refercnce
Nu on tbe
externel

rudlt
Report

Issue / Oboervrtlons flom Audltor
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APPENDIX II: PRISON INDUSTRIES PAID & NEW DEBTS AS AT 30-06-2021

PRISON INDUSTRIES PAID DEBTS AS AT 30.06-2021

STATIOI\ NAME OF DEBTOR
ITEMS

DESCRIPTION OTY I,PO NO INVOICE NO AMOUNT

Kamiti Main Visilance House Office Furniture 2.952.800.83

Kamiti Main Kenva Airoorts Police Jffice Furniture
2386160 oi

2Rn0t5
6451617 ol

t0llt/20t5 5-550.500 00

Kamiti Main UNESCO Jffice Renairs 9.421.000.00

Kamiti Main NTSA ),lumber Plates 35.470.685.00

TOTAL 53.395-085-83

PRISON INDUSTRIES NEW DEBTS AS AT 30.6-2021
s.No STATlON NAME OF DEBTOR ITEM DESCRIPTION LPO ]iIO. & DATE INVOICE & DATE AMOUNT

1 Kamiti Main NTSA Number plates 5931/32 136-185.518 0C

rOTAL 136.r85.5'r8.00
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