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Annual Report and F-inancial Statements
l'or'I'he Year llnded June 30, 2018

K I.]Y I.]N]-II'Y INFORMA'I'ION

a) Background information 
.,

Kenya Safari l-odges & Llotels Ltcl ("KSI-Il". "The Oompany") was incorporated under the Kenya
Courpanies Act (Cap 486) in lc)66. l'hc shareholders o1'KSLII are l'ourism F'inance Corporation
( I'l;C.1 Mountain l.odges Ltd and Kcnya Wildlife Services (KWS). 'l-ourism Finance Corporation is
tlrc majority shareholder in KSLII with a direct controllirrg stake o[ 82.45% shares. From a

management control perspectivc. KSLH is classified as a State Corporation by virtue of being a

sr.rbsidiary of l'IrC.'fhe company operates three r.rnits namely; Mombasa Beach hotels, Ngulia Safari
Lodge and Voi Safari l.odge.

b) PrincipalActivities

'fhe Principal activity of the Kenya Safari Lodges and Hotels is ownership and operation of hotel and
lodge facilities in Kenya. KSt.t{ vision is to provide premierc hospitality experiences in Kenyal the
tnission is to enhance cLlstomer valuc by ofl'ering premiere Ilospitality experiences with an African
heritage and core values are Integrity Service excellence Discipline'leam work Innovation Social
responsibility Dcdication and commitment

c) Directors

J'he Directors wlro served the entity during the year/period were as follows:

Name ol'Director

Mr.PaLrl Kr-rrgat

Mr Michael Matu

Mr Jonah Orurlor--l-FC

Mr Julius Kirrrani

Ms l:atrna Ilirsi -

I)S, Ministry tlf lourisrrr

Mr Said Mwangi Ali

Ms [)aulinc l{walrrba

d) Corporate Secretary
Jolrn Saitoti Karia
Corporatiort Secretary
'l ourisnr Iiirratrce Corporation

l)ate of
Appointment

l" March 201 8

I l'r' Dec 2009

l'' Feb 20 l6

l'' JLrly 2017

I'r .lan 2016

Lcl't- i l'' Jarr 201 8

9rr' Jun 20 I 6

I)ate of Appointment

I 8'r' Sept 2017

09'h Oct 201 5

l'' .luly 2017

Chailrnan

Director

Director

Director

I) irectrlr'

Dircctor

Allernale

Ms.Nora
Raterno

Ur Piwirr
Wanyonyi
Ms. Regina
Karryi

-ll-
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e) General Manager of the Company- KSLH
Registered Office
Mombasa Beach Hotel
Mt. Kenya Road, Nyali
P.O. Box 90414,80100
Mombasa.

0 CorporateHeadquarters
P.O. Box 90414,80100
Mombasa Beach Hotel
Mt. Kenya Road, Nyali
Mombasa.

g) Corporate Contacts
Tel: 041-471861-5/ +254 722 20314314
Email : info@kenya-safari.co.ke
Website : www. safari-kenya. com

h) Corporate Bankers
Kenya Commercial Bank
Treasury Square
P.O. Box 90254-80100
Mombasa.
Barclays Bank
Nkrumah Road, Mombasa
P.O. Box 90182 - 80100
Mombasa.

i) IndependentAuditors
Auditor General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084- 00100
Nairobi.

j) Principal Legal Advisers
The Attorney General
State Law Office, Harambee Avenue
P.O. Box 40112- 00200
Nairobi.

Miller & Company Advocates
P.O Box 90088-80100, GPO, Mombasa.
Kishore Nanji Advocates
P.O Box 86878 - 80100, Mombasa.

M. F. Khatib Advocates
P.O Box 83566 - 80100 GPO, Mombasa.

.i
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THE BOARD OF DIRECTORS

Name of
Director

Directoh's Photo Key ProfessionaUAcademic Qualifications &
Work Experience

l. Mr.Paul
Kurgat

DoB: 9'n May 1969

Mf. Kurgat is the chairman of the Board of Directors
with effect from I't March 2018. He holds a Masters
Degree in Tourism Management and a Bachelor's
Degree in Hospitality and Events Management from
Moi University; and he is also a graduate of the
Kenya Utalii College. Mr. Kurgat is a member of
The Tourism Professionals Association (TPA,
Kenya), the General Assembly of Action Aid and is
the National Chairman of the Kenya Utalii College
Alumni Association. He has served in senior
management positions in several hospitality
organizations and brings to the Board over twenty-
one (21) years' experience in the Tourism and
Hospitality industry.

2. Mr. Said
Mwangi Ali

DoB:9'nNovemeber 1967

Mr. Saidi Ali served as the chairman of KSLH Board
of Directors upto 28th February 2018. He has a
marketing background. He is a Member and former
Secretary of Culture at Kenya Arab Friendship
Founder member of Kenya Motor Repairers
Association (KEMRA) and Former Board member of
Hotel & Restaurant Authority (now Tourism
Regulatory Authority).

3. Ms Fatma
Hirsi

DoB: l7'n August 1963

Mrs. Fatuma Hirsi Mohammed is the immediate
former PS, Tourism. She holds a PhD in
Communication Studies from Moi University, an
MBA in Management Strategy & Marketing from
Strathmore Business School and a Post-graduate
Diploma in Public Relations from Kenyatta
University. She has a broad intemational and local
experience in public relations, marketing, branding,
strategic communications, and reputation
management. Through her long career she has had
direct experience with the United Nations in
development and cooperation programmes. She

-tv-
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previously worked in the postal services, banking,
media (electronic and print) and telecommunications
(fiyed and mobile telephony). She has been a board
mdmber at KP L & C and a managing consultant at
FHM Collaborations.

She has been recognized for her leadership and
honored with a Fellow and Lifetime Achievement
Awards by the Public Relations Society of Kenya
which she served as chairlady for five years. The
President of the Republic of Kenya has awarded her
with an Order of Chief of the Burning Spear (CBS).

4. Mr.Orumoi
T. Jonah

DoB: 20'nOctober 1978

Mr. Orumoi the Chairman of the Finance, HR and
Administration Committee. He holds a Master of
Science Degree in Finance and Investment (Merit)
from Queen Mary University of London, UK and is
FACCA qualified. He graduated with a BA (Hons.)
in Accounting & Finance from the University of
East London, UK. Currently he is the Managing
Director of Tourism Finance Corporation, and has
served as Head of Finance & ICT at the Kenya
Tourism Board. He has previously worked as Finance
& Leasing Contracts Manager/ Acting Head of
Procurement at G4S and as a Senior Principal
Finance Officer, Thurrock Council, UK.

5. Mr
Michael
Matu

DoB: l3'nSeptemebr 1968
Mr.Michael Matu the Chairman of the Audit
Committee holds an Masters in Business
Administration (United States International
University). a BA (University of Guelph, Canada)
and a Graduate Diploma (McGill University,
Canada). He serves as the Executive Director, Heri
Group and Deputy Chairman & Chief Executive
Officer, Olympia Capital Holdings Limited
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Name of
Director

Director's Photo Key ProfessionaUAcademic Qualifications &
Work Experience

6. Ms.
Pauline
Rwamba

DoB: 29'n December 1972

Ms. Pauline Rwamba is a member of the Board and
holds a Master's degree in Business Administration,
Marketing Option from the Kenya Methodist
University and an undergraduate degree in Business
Administration, Entrepreneurship option. She is a
career Social/Community Development
Specialist.She is a consultant with Polypat
Consultancy Firm offering training on Donor
Relations, Youth and Women Empowerment, Table
Banking and Revolving Fund, Strategic Plans,
Market and Value Chains, Group Dynamics and
Conflict Resolution, Psychosocial Support, Impact
Evaluation and Documentation, Financial Literacy
and Resource Mobilization.

7 . Mr. Edwin
Wanyonyi

DoB: 26'n June 1975

Mr. Edwin a member of Board of Directors holds an
MBA( UON) , Bachelor of Business Administration ,

Dip in Resource Mobilization, Cert in Strategic
Leadership from Kenya Institute of Administration
and a post graduate Diploma in Resource
Mobilization from Kenya lnstitute of Management
and certificate in Project Management. Member of
KIM, Kenya Fundraising Professionals and National
Steering Committee Member of UNDP Small Granrs.
A Taskforce Member of the Tourism Recovery
I'askforce in Kenya. Currently he is the deputy
directors, strategy and changes at KWS Over l2
years experience in strategic management both in the
public and private sector.

-vt
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Name of
Director

Director's Photo Key ProfessionaVAcademic Qualifications &
Work Experience

8. Mr John
Karia

Company
Secretary

DoB:25tn May, 1984

Mr. John Saitoti Karia is the Head of Legal
Services and Corporation Secretary. He is an

Advocate of the High Court of Kenya and a

Certified Secretary. He is an active Member of
the Law Society of Kenya, the Institute of
Certified Public Secretaries of Kenya and the
Chartered Institute of fubitrators (Kenya
Branch). He holds a Master's degree in Law
(LLM) from the University of Exeter (UK), a

Postgraduate Diploma in Law from the Kenya
School of Law and a Bachelor of Laws degree
(LLB) from University of Nairobi.
ICPSK - Member No. CPSB/2714

9. Victor M
Shitakha

General
Manager

\

I

DoB: 1964
Mr. Shitakha served as General Manager of the
Company during the financial year under review.
He holds a BA in Hospitality and Tourism
Management from Moi University, an Associate
Degree in Business Administration and Sales and
Marketing certificate and a Diploma in Hotel
Management form Kenya Utalii College

Work Experience:
2012-2016: General Manager Tamarind
Restaurant Mombasa
2009-2012: General Manager Hotel Africana
Uganda
2005-2009: General Manager Wellworth's Beach
Resort Dar es Salaam
2005: Deputy General Manager Nyali Beach
2004: General Manager Lake Naivasha Sopa
Group's
2000-2003: Cruise Commander Voyager Beach
Resort

-vI
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MANAGEMENT TEAM

Name
Photo

Key ProfessionaUAcademic Qualifications & Work
Experience

2. Victor M
Shitakha

l

\

Mr. Shitakha served as General Manager of the Company
during the financial year under review. He
holds a BA in Hospitality and Tourism Management from
Moi University, an Associate Degree in Business
Administration and Sales and Marketing certificate and a
Diploma in Hotel Management form Kenya Utalii College

Work Experience:
2012-2016: General Manager Tamarind Restaurant
Mombasa
2009-2012: General Manager Hotel Africana Uganda
2005-2009: General Manager Wellworth's Beach Resq,I Dar
es Salaam
2005: Deputy General Manager Nyali Beach
2004: General Manager Lake Naivasha Sopa Group's
2000-2003: Cruise Commander Voyager Beach Resort

3 Victor
Mwambui

Mr. Mwambui, the Administration Manager, is a graduate of
Kenya Utalii College, Nairobi (Diploma in Hotel
Management). He has a vast experience in hotel operations,
administration and human resources management. He has

over 28 years working experience and served in various roles
in hotels and lodges managed by the lormer African Tours &
Hotels Ltd (1990 -June 1998) and presently at Kenya Salari
Lodges & Hotels t,td (July 1998 to date). From April to
November 2016 he served as Acting General Manager.

He is an Associate Member of the Association of Business
Executives (UK) and holds an Advanced Diploma in Human
Resource Management (ABE level 6) from the same
institution. Locally, he is a member of the Tourism
Professionals Association.

-vil-
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Name
Photo

Key ProfessionaUAcademic Qualifications & Work
Experience

4- Benard
Chepkwony

Mr.Chepkwony Finance Manager (KSLH) holds Master's

$egree in Business Administration from Nairobi university
Bachelor of Ans degree in Economics from Kenyatta
university and his professional qualifications include
CPA(K), CPS(K)

Work Experience:
August 2005-December 2007: Accountant (NSL and VSL)
November 20 1 O-Octob er 201 l : Accountant Sunset
November 201l-January 2013: Finance Manager (KSLH
February 20l3-September 2017 : Group Credit Controller
October 2017 - to date: Finance Manager (KSLH)

5. Lillian Obura

{

Ms. Obura the internal auditor holds bachelor of Commerce
degree (Accounting Option) from Africa Nazarene
University and Diploma in Banking. Member of Institute of
Internal Auditors (Kenya chapter) & ISACA.

Work Experience:
2007- 2008- Accountant, Tamarind Mombasa
2008-2013: Asst. lnternal Auditor - KSLH
2014 - to date : Internal Auditor - KSLH

6. Eunice Nzilani

Ms. Nzilani the Human Resource Manager( KSLH) holds
Bachelor of Business Administration Human Resource
degree from Jomo Kenyatta University
Higher Diploma in HRM and Industrial relations Techincal
University of Mombasa
Diploma in HRM and Industrial Relations(TUM)
Member of Institute of Human Resource Management

Work Experience:
2014 - to date: Human Resource Manager-KSLH
Jan2Dl2-Apr 2014 HRO -AWL
201 l-HRO-A.Appreals
2006-2010 -HRM Sai Rock Hotel

-tx-
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CHAIRMAN'S STATEMENT

Kenya's economy in 20li endured periods of turbulence and tourism just like other key sectors of
the economy was impacted by adverse weather conditions, uneasiness during the elections, sky
racketing inflation, a slowdown in credit and volatile prices in the international market.

The hotel and tourism industry managed to overcome the negative impact of drought in the
agricultural sector in most parts of the country. Despite the ripple effects on the manufacturing and
agro processing sector, the hospitality and services sector of the economy was able to register growth
during the year contributing to the overall growth rate of 4.8%o.

The KSLH group configuration of a beach hotel combined with two safari lodges enabled it to
register growth in business despite the uneasiness over elections during the first quarter of July-
September in the beginning of the financial year 201112018.

Conferencing is the main stay of business at MBH and a majority of conference guests are sourced
from Government ministries, departments and agencies (MDAs) either as residential or non-
residential delegates. Due to activities associated with the August 2017 elections, business levels at
Mombasa Beach Hotel declined whilst the two lodges recorded relatively higher average monthly
room occupancies compared to the previous year. The healthier business levels within the 'Isavo

Safari circuit helped contribute to the positive performance of the lodges.

Although there was a limited resumption of some charter and international scheduled flights into
Mombasa from source markets the Kenya Coastal region continues to record low business
materializations from the foreign leisure market segment. Thus the down tum at the Kenya Coast
continues to hamperthe growth of foreign leisure business inNguliaand Voi Safari Lodges.

There was excitement linked with the launch of the Standard Gauge Railway (SGR) in Kenya in
June 2017, because of the opportunities it created to tap into the local tourism segment. Thus

The last half of the financial year under review witnessed a strengthening of this travel trend
especially during school holidays leading to an increase in bed-nights.

ANNI]AI, TRADING RESULTS 2OI7/2018

Overall sales revenue increased to Kshs3Olm a 22o/orise from Kshs236m attained in FY201612017
and Ksh260m in FY 201512016. All the 3 Units of KSLH recorded increased sales revenues
compared to the previous year, though this was below the targeted sales in the annual budget
201712018 as show in the table below:

(FY 2017 12018) Turnover FY 201712018 Net ProfiU(Loss)

Unit Actual
(Ksh'000)

Budget
(Ksh'000)

2016n7
(Ksh'000)

2017t2018
(Ksh'000)

Budget
(Ksh'000)

2016n7
(Ksh'000)

Mombasa Reach Hotel I 91 ,889 252,504 159,519 2,831 (2,ss0) ( 16,s86)

Voi Safari Lodge 71,553 l0 r ,640 45,043 ( I 8,205) (6,7s8) (l1,7re)

Ngulia Safari Lodge 37,509 86,856 31,061 (20,407) (s,229) (2s,2t2)

TOTAI- 300,9s r 441,000 235,689 (35,781) (14,537) (7 3,937)

-x-
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The below budget performance was as a result of lower than estimated room and bed occupancies as

dernonstrated in the table below:

The Company registered an operating loss Ksh 35.8 million which is more favourable compared to

the operating loss of Ksh 73.9 million in the previous year. Although KSLH is yet to reach a positive

profits position, this year-to -year decline in operating loss is reflective of a trend that begun in the

Fy 201412015 implying that management turn around strategies are beginning to bear fruit.

The achievement of the budgeted sales tumover for the financial year 201712018 was premised on

the refurbishment of the flagship unit, Mombasa Beach Hotel at total cost of Ksh l3l million.
Although the renovation project was scheduled to begin during the second quarter of the period

under review this was set-aside in favour a new re-development project that is the Mombasa

Intentational Convention Centre. The latter is 5'et tc be rolled-out therefore the compan! r,rr2e 3n1,

able to undertake minimal capltal irnprovement suctr as installation of a new stand-l)): generator and

50 new split -unit air-conditic;rers f<rr g,,rest rooms at Momtrasa Beach ljo;.c! and hrrlth more is yet

to be achierred. As a result KSLH properties are unalrle to command a leadership p,:sition in rnarket.

share within their respective locations.

Resignation of the General Managcr: lli. Victor M. Shital<ha who was,appointe,j general inanager and

accounting officer of the Company on 24 November2016 resigned on 29 June 2018 and gave a 3 -months
notice expiringend of September 20l8.The Board of the Company accepted his resignation and approved the

appointment of the Administration Manager on acting capacity to serve in the office of General Manager.

(\' r .2018
f ._.,-t,y11 lte .e'

201712018 Average Room Occupancy Average Bed Occupancy

Actual To Budget 7o 20r6t2017 Actual Budget 2016n1

Mombasa Beach Hotel 28% s9% 3s% 23% 48% 24%

Voi Safari Lodge 42% s5% 23% 40% 5s% 2t%

Ngulia Safari Lodge 20% 45% t7% 20% 4s% 17%

Chairman- Board of Directors

-xt-
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Report of the General Manager

The first quarter of the2017l20l8 financial year coincided with the Kenya elections period and the associated
political uncertainty had a negative impact on occupancy levels across the company. Despite the impact of the
August 2017 elections, Kenya Safari Lodges & Hotel Ltd as a hospitality company proved to be resilient for
theremaining part of the period under review and recorded a consolidated sales tumover of Ksh 301 million
compared to the previous year's sales of Kshs236 million and Kshs260 million for FY 201512016.

Away from the August and September 2017 elections, the second quarter witnessed a gradual increase in
bookings across all units. Conferencing business which has been the mainstay of Mombasa Beach Hotel
trading operations, quickly picked-up and the positive trend continued through the third and fourth quarters of
the financial year. County Govemments and National Government ministries, departments and agencies
contributed a significant proportion of seminar business in terms of residential and non-residential clients.
During the December 2017 festive period, the units recorded impressive occupancy levels mainly derived
fiom the domestic market.

As we ushered in year 2018, there was optimism about tum around in the foreign tourism segment with
anticipation that tourist arrivals would be better that in 2017. Feedback received from suppliers of business in
the key traditional source markets indicated a continuing demand for KSLH Lodges.

During the year urtder review, there ,uvcre sustained efforts from Kenya Gov'e:riirient to guarantee security in
popular tourist aieas, f.rcilitate infrastructure devclopment and mari<et thc artrartiveness of ciestinalion K.n),a
as strategies to drive growth in hotcl and tourisrr sector.

Overall Mombasa Beach Hotel showed ntarked improvement in sales tunrovel' and recordc,i total revenues
amt-runtitrg to Kshsl92 million compared to KsnsttjO rniiiion in the previous year. The hotel regrstereci an
operating profit of Kshs4.4 million as a result of improved conferencing business. The total revenue generated
from seminars and workshops increased to Ksh 159.9 million up from Ksh 115.4 million inFY 201612011.
J'hese achievements were realized despite a myriad of operational challenge associated with the aging
facilities, obsolete plant, machinery and equipment increased operating and labour costs and stiffcompetition
lrom new entrants targeting the same conferencing/ MDAs seminar market.

Ngulia Safari Lodge reported total sales amounting to Ksh 38 million compared to Ksh3l million in
201612017. The operating profit (loss) was Kshl9 million. Voi Safari Lodge total sales tumover topped Ksh
72 million compared to Ksh 45 million20l612017 and the operating profit (loss) was Ksh l7 million.

Challenges Facing the Company
Facilities: The three KSLH business units are properties that were built in the late 60s and they are long
overdue lor a major refurbishment and modernization of their facilities. Outdated furniture ,fittings and
equipment in bed rooms and other guest service areas characterize all the units. The aged, obsolete plant,
machinery and equipment is a major source of operational inefficiencies, high operating costs and lrequent
customer complaints. All these can be addressed by a comprehensive renovations and modernization
programme.

Business Challenges: the company is lacing great challenges in attracting and retaining high-paying clients
owing to the status of the facilities.
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Financial Constraints: lnadequate working capital to finance day-to-day operations or meet Company
filancial obligations as they fall due.

Suppliers and other Creditors: these are owed huge outstanding balances owing to a poor payment record
arising from scarcity of funds. Management faces a continuous dilemma of negotiating payment plans with
suppliers demanding settlement of outstanding dtbts. At the same time the Company needs to source goods
ard services from the same suppliers to continue its trading operations.

Crpital Projects Funding : this has not been adequate or consistent as the practice has been to rely on
internally generated funds to finance capital improvements. Focus should now be on injection of both iiesh
equity and debt funds into the Company for the desired renovations and upgrading of facilities to be
achieved.

Human Resource Issues: the Company faces huge staff related liabilities in form of unremitted statutory
deductions (PAYEE), Staff Retirement Benefits Scheme Conhibutions, staff terminal benefits and other staff
payroll deductions (staff welfare fund, bank check --off loans, unremitted SACCO dues). This has had impact
on staff morale and urgent measures need to be put in place to resolve HR related issues for improveA statr
motivation, well being and service delivery.

I Manager ,!t
?t lL

,2019

-xrt-
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CORPORATE GOVERNANCE STATEMENT

Board of Directors

Kenya Safari Lodges & Hotel has Article of Association as prescribed by the law and under Article
85 the authority to appoint Directors is clearly outlined. It is the practice that directors are nominated
for appointment to the Board of Directors by the shareholders mainly on prorata basis.

Dunng the period under review the Board consisted of 4 substantive directors and 3 alternate
directors as follows:

TFC

3 dircctors including the chairman of the Board

I altemate director (alternate to Managing Director, TFC)

Mountain Lodges Ltd

I director

K\ryS

I altemate director to the Director-General (KWS)

Ministry of Tourism

I altemate director representing the Principal Secretary, Tourism

The chairman of the Board is a non executive independent director along with another director
nomtnated by TFC. Re-election and appointment of directors are subject to the provisions of the
Articles of Association and the Mwongozo Code of Governance. The directors havi a wide range of
business and professional skills and experience.

Board Responsibilities

The roles of the board and Management are separate and their responsibilities clearly defined.

The Board defines the Company's strategic intent, objectives and values and ensures that procedures
and practices are in place, to protect the Company's assets and reputation. It is responsible for the
stewardship of the Company and assumes responsibility for retaining full and effective control over
the Company. The Board also controls, supervises and administers the assets of KSLFI; determines
the provisions to be made lorcapital and recurrent expendirure of KSLH, enters into association with
other bodies or organizations within or outside Kenya as the Board may consider desirable or
appropriate; authorize theopening of banking accounts and acts responsibly towards the Company's
stakeholders.

The conduct of Board members is consistent with their duties and responsibilities to the Company
and they must always act within the limitations imposed by the Mwongozo Code of Conduct.
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In order to ensure that the Board is able to discharge its responsibilities, the management is required
to provide adequate and timely information on the Company's policies. It also considers an
operational report from the General Manager; management accounts for each quarter; reports from
each Board Committee; specific proposals for capital improvements; and major issues and strategic
opportunities for the Company.

The Company Secretary advises the Board' on all corporate governance matters and statutory
requirements as well as attends all the Board meetings.

Boord Committees

The Board has set up 2 main committees as outlined below and delegated specific mandates to each
one of them. The committees are:

Board Audit Committee: the membership comprised of Mr. Michael Matu (Chair), Ms. Pauline
Rwamba (Member) and Mr. Edwin Wanyonyi (Member). Since Kenya Safari Lodges and Hotel is a
state corporation, this committee is guided by the guidelines for audit committees in the public sector
issued by the Treasury. Its main activities are to determine whether risks, internal controls and
compliance maturities are reasonably in place, planned and directed, for goals of KSLH to be
realized as expected by stakeholders It does this by overseeing the auditing and financial reporting
processes of KSLH.

Finance, HR and Administration Committee: the membership comprised of Mr. Orumoi T Jonah
(Chair), Mr. Edwin Wanyonyi (Member) and Ms Pauline Rwamba (Member).

It operates under specific terms of reference that cover the financial, human resource and
administrative aspects of the company including legal, marketing and procurement matters.
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MANAGEMENT DISCUSSION AND ANALYSIS

The company sales revenue increased to Kshs30lm a 22oh i.se from Kshs236m attained in
FY20l6l20l7.All the 3 Units of KSLH recorded increased sales revenues compared to the previous
year, though this was below the targeted sales in the annual budget 2017l20l8.as shown in the table
below the first quarter of the year coincido0 with the Kenya election period and the associated
political uncertainty had a negative impact on the occupancy levels.

The remaining three quarters of the year saw an increase in both the conference business at
Mombasa beach and foreign tourism which increase sales in the lodges.

KSLH Consolidated Sales Trend for FY 20t6l20l7 and FY 2Ot7-2OtB
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The achievement of the budgeted sales turnover for the financial year 201712018 was premised on
the refurbishment of the flagship unit, Mombasa Beach Hotel at total cost of Ksh 131 million.
Although the renovation project was scheduled to begin during the second quarter of the period
under review this was set-aside in favor a new re-development project that is the Mombasa
International Convention Centre. The latter is yet to be rolled-out therefore the company was only
able to undertake minimal capital improvement such as installation of 50 new split -unit air-
conditioners for guest rooms at Mombasa Beach Hotel and much more is yet to be achieved. As a
result KSLH properties are unable to command a leadership position in market share within their
respective locations.
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The company's statutory and other financial obligations have continued to increase has shown
below. This state of affairs is attributed mainly by the company decreasing revenues and profitability
experienced in the last five year.

., AMOUNT

VAT 184,224,000

WITHOLDING TAX 9,967,000

PAYE 127 ,717,000

CLT 38.335,000

PENSION 46,139,494

SACCO I1,096,000

TRADE CREDITORS 128,152,000

Consequently the company is facing liquidity risk, due to the negative working capital casting doubt
on the ability of the company to meet its financial obligation when they fall due and its continued
existence as a going concern depends on the continued support from its creditors.

The Management is hopeful that the company is going to move to profitability as indicate by the
reduced loss compared to previous year, given that the insecurity problem in the coastal region has
been minimized and also the travel advisories have been lifted. Meanwhile the Management has
reviewed its marketing strategies, putting more focus to the lodges to ensure revenues from the
lodges start rising to enable the company reduce its trade creditors and other liabilities. Out of court
settlement and negotiations on payment modalities have also been undertaken between trade
creditors and KSLH, the company having been issued with demand letters
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

KSLH is committed to carrying out its business and affairs in a socially responsible, sustainable and

meaningful way, taking into account ethics, economic development and the environment while

improving the quality of life of the workforce, their families,local community and society at large.

KSLH will focus its commitment and contributions along the lines of the following core themes:

(i) Environmental protection- During the year KSLH undertook several beach cleaning exercises

geared towards protection and rehabilitation of the environment more specifically the beach

environment.

(ii) Education- Dwrng the year KSLH endeavored to support educational activities which include

HIV/AIDS awareness, Career development among the vulnerable groups, Special projects geared

towards empowerment of the youth through internship.

(iii) Sports promotion -KSLH has sports teams for men and women which participate in local

tournaments.

(iv) BeautiJication projecls - KSLH sought to partner with other stakeholders in beautification of the

city of Mombasa.The lodges have also partnered with KWS on environmental clean-ups within the

parks.

(vi) Local community programs-During the year KSLH donated food stuffs and clothing to Canaan

Orphanage home (Kisimani) and assisted in repair of twenty beds.
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RXPORT OF THE DIRECTORS

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

June 30, 201 8 which show the state of the Kenya Safari Lodges and Hotels affairs.

Principal activities
The Principal activity of the Kenya Safari Lodges and Hotels is ownership and operation of hotel and

lodge facilities in Kenya. KSLH vision is to provide premiere hospitality experiences in Kenya; the

rnission is to enhance customer value by offering premiere Hospitality experiences with an African
heritage and core values are Integrity Service excellence Discipline Team work Innovation Social

responsibility Dedication and commitment

Results

The results of the entity for the year ended June 30, 20 I 8 are set out on page l-22

Dividends

The Directors' do not recommend the payment of dividend this year

Directors

The members of the Board of Directors who served during the year are shown on page 4 In
accordance with Regulations of the Kenya Safari Lodges and Hotels Ltd Memorandum and Articles
of Association; Mr Paul Kurgat was appointed as the new chairman of the board of directors with
effect from I'tMarch 2018 replacing Mr. Said Ali.

Auditors

The Auditor General is responsible for the statutory audit of the Kenya Safari Lodges and Hotels Ltd
in accordance with article 229(4) (5) (6) and (7) of the Constitution of Kenya and Public Audit Act
2015 and the Public Finance Management (PFM) Act20l2.

By Order of the Board

,r,M^-.*--
Mr. John Karia
Corporation Secretary
Mombasa (t
Dare:. .....2.1..].. A-=.',*,*.1 4 " 1-r'1 f;
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STATEMENT OF DIRECTORS' ITESPONSIBILITIES

Section 8l(5) of the Public Finance Management Act, 2012 and section l4(3) of the State
Corporations Act, require the Directors to prepare financial statements in respect of that Company,
which give a true and lair view of the state of affairs of the Company at the end of the financial
year/period and the operating results of the Company for that yearlperiod. The Directors are also

required to ensure that the Company keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Company. The Directors are also responsible for safeguarding
the assets of the Company.

The Directors are responsible forthe preparation and presentation of the KSLH s financial statements,
which give a true and fair view of the state of affairs of the Company for and as at the end of the
financial year (period) ended on June 30,2018. This responsibility includes: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the entity; (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
slatements, and ensuring that they are free flrom material misstatements, whether due to error or
fraud; (iv) saleguarding the assets of the Company; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility lor the Company s financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgments and estimates, in
conformity with International Financial Reporting Standards (IFRS), and in the manner required by the

PFM Act and the State Corporations Act. 'fhe Directors are of the opinion that the Company 1r

financial statements give a true and fair view of the state of Company s transactions during the

financial year ended JLrne 30, 2017, and of the Company s financial position as at that date. The
Directors lurther confirm the completeness of the accounting records maintained for the Company,
which have been relied upon in the preparation of the Company s financial statements as well as the

adequacy of the systems of intemal financial control.

The directors noted the liquidity risk facing the company and within the year the major shareholder
supported the company in improving the facility to generate more revenues.

Nothing has come to the attention of the Directors to indicate that the Company will not remain a

going concern lor at least the next twelve months ftom the date of this statement.

Approval of the financial statements

?til-l'he 
Company's financial statements were approved by the Board on the .. Day of

2018 and si

Chair

on its behalf by:

Director

-xx-
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NAIROBI

OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDITOR.GENERAL ON KENYA SAFARI LODGES AND HOTELS
LIMITED FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Safari Lodges and Hotels
Limited set out on pages I to 25 which comprise the statement of financial position as at 30
June 2018, and the statement of profit and loss and other comprehensive income, statement
of changes in equity, statement of cash flows and statement of comparison of budget and
actual amounts for the year then ended, and a summary of significant accounting policies
and other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all the
information and explanations which, to the best of my knowledge and belief, were necessary
for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respects,
the financial position of Kenya Safari Lodges and Hotels Limited as at 30 June 2018, and
of its financial performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Kenyan Companies Act,
2015.

Basis for Qualified Opinion

1. Going Concern

The statement of financial position as at 30 June 2018 reflects current liabilities balance of
Kshs.652,383,000 which exceeded current assets balance of Kshs.175,481,000 by
Kshs.476,902,000. Further, the Company realized a loss of Kshs.35,781,000, resulting to
accumulated deficit of Kshs.453,493,000 as reflected in the statement of financial position
as at 30 June 2018.

ln addition, the statement of profit and loss and other comprehensive income for the year
ended 30 June 2018 shows turnover of Kshs.283,331,000, other income of Kshs.4,976,000
and finance income of Kshs.12,644,000, all totaling to Kshs.300,950,982,000 against a
budget of Kshs.441,000,000, representing a performance level of 66% or under collection
of Kshs.140,049,018 or 31o/o.The management has not provided satisfactory reasons as to
why the revenue targets could not be met. Further, as previously reported, the Company
converted the Tourism Finance Corporation, formerly Kenya Tourist Development
Corporation (KTDC) loan of Kshs.75,554,000 into equity in the year 201312014 and waived

Reprtrt rt'the Autlitot'-Generul tm the Finunc'iul Slulcntents tfi'Kan.v-u Su.ldri Lulgcs und Htttcls Limited lbr the yeur endecl
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the interest accrued thereon. However, despite the conversion of the debt to equity, the
working capital position and financial performance has not improved.

Consequently, the Company may not be in a position to meet its financial obligations as
and when they may fall due and its continued existence as a going concern depends on
continued support from the Government, bankers and creditors.

2. Property, Plant and Equipment

2.1 Fully Depreciated Assets

The statement of financial position as at 30 June 2018 reflects a balance of
Kshs.676,419,000 and a nil balance in respect to property, plant and equipment and
intangible assets respectively which include fully depreciated assets with a total cost of
Kshs.173,554,000 and Kshs.3,845,000 as disclosed in Notes 13 and 13A to the financial
statements. Although some of the assets are in use, the economic value of these assets has
not been accounted for in these financial statements as they are carried at nil balance,
contrary to lnternational Reporting Standard No.16 which states that "revaluations should
be carried out regularly, so that the carrying amount of an asset does not differ materially
from its fair value at the balance sheet date".

Consequently, financial statements for the year ended 30 June 2018 do not comply with
lnternational Financial Reporting Standard No. 16 as prescribed by the Public Sector
Accounting Standards Board.

2.2 Non-Compliance with Terms of Leasehold Agreement

Note 13 to the financial statements for the year ended 30 June 2018 reflects land and
buildings balance of kshs.661,567,000, out of which Kshs.40,000,000 is in respect of
leasehold land for Voi and Ngulia Safari Lodges. However, lease agreements availed for
audit review indicated that the two leases will expire in November 2018 and March 2019
respectively and may not be renewed by one of the shareholders, Kenya Wild Life Services,
which owns 0.O2o/o of the Company's shares. The lessor cited breach of lease terms and
non-payment of lease rentals for the period between year 2012 and 2018. The management
applied for renewal of the leases but documentary evidence that the request has been
accepted by Kenya Wildlife Service was not been availed for audit verification.

The possible loss of the two lodges may adversely impact on the Company's future revenue
generating capacity.

2.3 Freehold Land

Note 13 to the financial statements for the year ended 30 June 2018 reflects land and
buildings balance of Kshs.661,567,000 which includes freehold land balance of
Kshs.360,000,000 for Mombasa Beach Hotel whose support lease title was not availed for
audit verification nor beacons demarcating the land boundary shown. ln addition, various

Reprtrt rl thc.luditot'-Genarul on tha Finunc'iul Stutcnte nts tl Kcnyu Sulitri Lodge.r und Htilel.s Limitetl /br the v'eur andcd
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handing over reports between successive General Managers availed for audit review, do
not include the freehold land which is charged as follows:

Consequently, the ownership of freehold land and accuracy of the balance of
Kshs.360,000,000 for the year ended 30 June 2018 could not be ascertained.

3. lnventories

The statement of financial position as at 30 June 2018 reflects a balance of Kshs.6,043,000
in respect to inventories as disclosed in Note 14 to the financial statements. However,
included in the balance is Kshs.261 ,777 , relating to obsolete stocks, contrary to lnternational
Accounting Standard No.1 which states that "financial statements must present fairly the
financial position, financial performance and cash flows of an entity".

ln the circumstances, the accuracy, validity and completeness of inventories balance of
Kshs.6,043,000 as at 30 June 2018 could not be confirmed.

4. Trade and Other Receivables

4.1 Long Outstanding Trade Debtors

The statement of financial position as at 30 June 2018 reflects trade and other receivables
balance of Kshs.144,850,000. lncluded in this balance is Kshs.129,474,000 in respect of
trade debtors, out of which Kshs.87,643,652 had been outstanding for more than one(1)
year. Further, the debtors balance is net of bad debts written off amounting to
Kshs.38,636,527 and whose supporting Board resolution was not availed for audit review.

ln the circumstances, the legality of bad debts written off of Kshs.38,636,527 and the
recoverability of trade and other receivables balance of Kshs.87,643,652 as at 30 June 2018
could not be confirmed.

4.2 Other Debtors and Prepayments

Note 15 to the financial statements the year ended 30 June 2018 reflects other debtors and
prepayments balance of Kshs.20,635,000. However, the balance has been arrived at after
a setoff with credit balances amounting to Kshs.108,339,403. This is contrary to lnternational
Accounting Standard No.1 Section 32 which states that "assets and liabilities and income
and expenses, shall not be offset unless required or permitted by lnternational Financial
Reporting Standard'. Further, debtors totaling Kshs.568,500 have been outstanding since
year the 2014.

Reprtrt d the Autlitor-Generul on lhe Finunc'ial Slatements o/'Ken1;u Safari Lodges and Hotels Limited lbr the yeur ended
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10 04.05.1992 005 of
23.04.1992

Anurali Jafferali M Unquantified Sub-lease
interest

15 25.02.2005 Not clear from
copy but dated
21.03.2005

Kenya Tourism
Development
Corporation Ltd

Kshs.40 000 000 Details not
availed
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Consequently, the accuracy, and recoverability of other debtors and prepayments balance
of Kshs.20,635,000 as at 30 June 2018 could not be confirmed.

5. Trade and Other Payables

As reported previously, trade and other payables balance of Kshs.642,458,000 shown in the
statement of financial position as at 30 June 2018 includes long outstanding amounts
payable to various statutory bodies in respect of payroll deductions, value added tax and
other levies amounting to Kshs.435,911,000. Further, no provision for penalties arising out
of non-remittance of these statutory deductions have been provided for in these financial
statements.

Consequently, it was not possible to ascertain the accuracy, completeness and validity of
the trade and other payables balance of Kshs.642,458,000 as at 30 June 2018.

6. Share Capital

As reported in the previous year, the share capital of the Company was increased from
Kshs.9,319,000 to Kshs.100,954,000 through creation of 4,581 ,785 share of Kshs.2O. The
additional shares were issued through rights issue to existing shareholders in October 2013
at a price of Kshs.20 per share based on par value. However, the net assets of the Company
as at 30 June 2013 amounted to Kshs.667,399,000, resulting to an approximate value of
Kshs.1,432 per share, clearly showing that the rights issue price of Kshs.2O per share was
way below their value.

Further, a search from the Registrar of Companies indicated that Kenya Safari Lodges and
Hotels Limited was incorporated under the Company's Act Cap 486 under certificate of
incorporation No.6909 of 12 October,1966 and whose shareholding is as summarized
below.

Share holder Shares Held Proportion
holdinq

lnvestors/
Ownership

Tourism Finance Corporation 4,161 ,855 82.45 State Corporation

Mountain Lodges limited 884,853 17.53 Private Company

Kenya Wild Life Service (Kenya
National Parks)

1 ,016 0.02 State Corporation

However, the Company's Articles of Association do not allow issuance of the Company's
shares to private investors which in this case is Mountain Lodges Limited. lt is therefore not
clear how and why private enterprise acquired shares in a state corporation. Further, no
disclosure of this information has been made in the financial statements.

Consequently, the accuracy, validity and legality of the share capital value of
Kshs.100,954,000 as at 30 June 2018 could not be ascertained.

Report o/'the Auclitor-Generul on lhe Finunc'iul Stutements o/ Kenyu Sal'ari Lodges und Hotels Limited,lbr the 1,cur ended
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7. Staff Costs

Note 6 to the financial statements for the year ended 30 June 2018 reflects staff salaries
and wages of Kshs.107,395,000, out of which Ksh.7,200,000 was paid to the General
Manager, who was hired for a period of thirty(30) months from December 2016.|n the year
201612017, Kshs.3,300,000 was also paid for the same to the General Manager. This is
contrary to Office of the President Circular OP/CAB.9l21l2NLlll43 of 23 November 2004,
under PC 7(Commercial) General Manager which set entry basic salary as Kshs.180,000,
house allowance of Kshs.60,000 and other remunerative allowances of Kshs.30,000 all
totalling Kshs.270,000 per month. The officer was thus overpaid by Kshs.5,370,000 as
detailed below:

Year Period
No. of
Months

Monthly
Salary

(Kshs.)
Tota!

(Kshs.)

2016t2017 December 2016 to February 2017 3 300,000 900,000

2016t2017 March 2017 to June 2017 4 600,000 2,400,000

2017t2018 July 2017 to June 2018 12 600,000 7,200,000

Tota! Paid 19 10,500.000

Approved Salary 19 270,000 5,130,000

Overpavment 5,370,000

Consequently, salary amounting to Kshs.5,370,000 paid to the General Manager is irregular.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kenya Safari Lodges and Hotels Limited in

accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in
accordance with the ISSAI and in accordance with other ethical requirements applicable to
performing audits of financial statements in Kenya. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my 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. Except for the issues described in the
basis for qualified opinion section of my report, there were no Key Audit Matters to report in
the year under review.

Other Matter

'1. Budgetary Control and Performance

During the year under review, the Company had an approved budget of Kshs.353,896,000
for recurrent expenditure against actual expenditure of Kshs.263,428,000, resulting in under
absorption of Kshs.90,468,000 or 25o/o as detailed below:

Report o/'the Auditor-General on the Financial Statements <y''Kenya Sa/.ari Lodges ancl Hotels Limited.lbr the yeur ended
30 June 201 8
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Expenditure
Item

Final Budget
(Kshs.'000)

Actual
expenditure
(Kshs.'000)

Over
Absorption
(Kshs.'000)

Under
Absorption
(Kshs.'000)

% Under /
Over

Absorption
Salaries
Wages

&

Staff Expenses

1 16,658 107,395 9,263 8

53,077 42,274 10,803 20

Staff Travel 9,442 10,097 655 6

Property
Upkeep
&Expenses

11,004 6,919 4,085 37

Repairs
Renewals

& 19,244 9,957 9,287 48

Operating Costs 84,360 53,294 31,066 36

Office Expenses 8,454 6,203 2,251 27

Administration
Expenses

3,578 559 3,019 84

Directors
Fees/Expenses

1,933 2,225 292 15

Advertising
Promotion

& 7,561 1,337 6,224 82

General
Charqes

13,665 8,820 4,845 35

Depreciation &
Amortization

21,686 1 1 ,813 9,873 45

lnterest & Other
Charqes

3,234 2,535 699 22

Total Operating
Expenses

353 , 896 263,428 947 91,415 25

The management did not avail the Board's approva! of the over expenditure of
Kshs.947,000. Further, the under absorption may be as a result of poor revenue collection
and unrealistic budget hence, the need for the management to review the budget preparation
process with a view to making it more effective.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

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

Basis for conclusion

1. Failure to Establish a Sinking fund

During the yearended 30 June 2018, the Board approved the Company's a budgetwithout
provision for the renewal of depreciating assets, contrary to Section 16 (1) of the State

J0 .lune )01 I
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Corporations Act, Cap 446 which provides that "every state corporation shall make provision
for the renewal of depreciating assets by the establishment of sinking funds and for
contributions to such reserve and stabilization funds as may be required".

Consequently, Company is in breach of the Law.

2. Operations of the Trust Deed and Staff Retirement Benefits Scheme

Records availed for audit review indicated that during the year under review, the Company
did not remit insurance premiums for staff death benefits, contrary to Rule 2(d) and Rule 4
of the scheme trust deed and rules which require the Company to pay a special contribution
as premiums for death benefits for its staff. Further, no budgetary provision has been made
in these financial statements for the scheme.

Consequently, the Company is in breach of its own trust deed and the intended family
beneficiaries may not benefit in case of death of an employee.

3. Uncollected Service Charge

During the year ended 30 June 2018, the Company paid service charge amounting to
Kshs.16,311,824.21 to its employees through the payroll. The service charge is levied in
compliance with Clause 21 (i) of Collective Bargaining Agreement of 2016 which provides
that 'the employer will operate a service charge on accommodation sales arising from
apartments and cottages serviced by the organization's employees and on food sales
covering all food outlets whether by cash or credit and distribute 10% to the Company and
90% to employees'. However, the expenditure was not provided for in the budget contrary
to Section 12 of the State Corporation Act Cap 446 which provides that no state corporation
shall without the prior approval in writing from the Minister and the Treasury, incur any
expenditure for which provision has not been made in an annual estimate prepared and
approved in accordance with provisions of the Act'. Further, the service charge paid was
levied on credit sales which form part of debtors balance of Kshs.144,850,000 as at 30 June
2018, hence how the expenditure was financed could not been explained. ln addition,
collectability of all these debtors is uncertain given that management has made a provision
for bad debts of Kshs.5,259,439.85.

Consequently, the Company is in breach of the Law and may be paying service charge
expense from uncollectable credit sales thereby exposing the Company to liquidity
problems.

4. Strategic Plan

The Company's strategic plan for the period 2012-2018 was to expire in November 2018 yet
none has been prepared for the next period 2018-2022. This is contrary to the Public
Finance Management Act, 2012 Section 68(2) (g) which requires an accounting officer of a
National Government entity to prepare a strategic plan in conformity with the medium term
fiscal framework and fiscal policy objectives.

Rcport d the Auclitor-Generul on the Financ'iul Slutcmcnts o/'Ken1'u Su/uri Loclgcs und Hotels Linited lir the ycur entled
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Consequently, the management is in breach of the Law

5. Legal Fees

Note 7 to the financial statements for the year ended 30 June 2018 reflects legal fees of
Kshs.274,000. However, no approval of the Attorney-General as required by Circular
No.AG/CONFl6lEl247/ VOLII which requires State Corporations to get approval and
authority from Attorney-General before incurring expenditure on legal fees.

Consequently, the propriety and completeness of legal fees of Kshs.274,000 for the year
ended 30 June 2018 could not be confirmed.

6. Audit Fees

As previously reported, included in the trade and other payables balance of
Kshs.642,458,000 as at 30 June 2018 is Kshs.2,008,000 as disclosed in Note 19 to the
financial statements in respect to audit fees balance which has been outstanding for more
than two years, contrary to Section 41 of the Public Audit Act, 2015 which provides that
'funds for the Auditor-General shall consist of audit fees charged at rates prescribed by the
Auditor-General. Further, note 7 to the financial statements indicates provision for audit fees
of Kshs.450,000 for the current year, which is contrary to costs incurred by the Auditor-
General to audit the financial statements of the Company and whereby an invoice of
Kshs.1,500,000 has been raised for the year ended 30 June 2018. The fee charged by the
Office of the Auditor-General in year 201612017 was also Kshs.1,500,000.

Consequently, the Company is in breach of the Law and the total expenses for the year are
understated by the difference of Kshs.1 ,050,0000.

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.
A review is limited primarily to analytical procedures and to inquiries, and therefore provides
less assurance.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my conclusion.

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the procedures
performed, except for the matters noted in the Basis for Qualified Opinion and Other Matter
sections of my report, I confirm that, nothing has come to my attention to cause me to believe
that internal controls, risk management and overall governance were not effective.

Rcpttrt of'the Auditot-Ganentl on lhe Finunt'iul .Slolemcnl.s ol Kenl'u,\ufuri kxlga.t und Htilels Limilacl litr the -vcurended
30 ,luna 20111
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015,1 report based on my audit, that:

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

ln my opinion, adequate accounting records have been kept by Kenya Safari Lodges
and Hotels Limited, so far as appears from the examination of those records; and,

Kenya Safari Lodges and Hotels Limited financial statements are in agreement with
the accounting records.

Responsibilities of Management and Those Charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the Kenya
Safari Lodges and Hotels Limited's ability to continue to sustain services, disclosing, as
applicable, matters related to going concern and using the applicable basis of accounting
unless the management either intends to liquidate the Kenya Safari Lodges and Hotels
Limited or to cease operations, or have no realistic alternative but to do so.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are in
compliance with the authorities which govern them, and that public money is applied in an
effective manner.

Those charged with governance are responsible for overseeing the Kenya Safari Lodges
and Hotels Limited's financial reporting process, reviewing the effectiveness of how the
entity monitors compliance with relevant legislative and regulatory requirements, ensuring
that effective processes and systems are in place to address key roles and responsibilities
in relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-Genera!'s Responsibi I ities for the Aud it

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

Rcport o/'the Autlitor'-Generul on the Finunc'iul Statemcnts o/'Ken1,'u Sulitri Ltxlges und Hotel.s Limited for the veur ended
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of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in compliancewith
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 review is planned and
performed to express a conclusion with limited assurance as to 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 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. The nature, timing and extent of the compliance work is
limited compared to that designed to express an opinion with reasonable assurance on the
financial statements.

Further, in planning and performing the audit of the financial statements and review 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 PublicAuditAct,20l5 and submitthe audit
report in compliance with Article 229(7) of the Constitution. My consideration of the internal
controlwould not necessarily disclose all matters in the internal controlthat 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 policies and procedures
may deteriorate.

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

o

J0 .lunc 20I,\
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Kenya Safari Lodges and Hotels Limited to express an
opinion on the financial statements.

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

O

a

o

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.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

07 January 2019

Reytrt ol the Auclitrtt'-Generul on the Finunc'ial Slutemenls of'Kenvu Sulbri Lodges und Hotels Linited./br the y'eur endeLl
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KENYA SAFARI LODGES AND IIOTEI,S LIMITEI)
Annual Report and F'in4ncial Statements
F'or The Year Ended June 30, 2018

S'IATEMENT OF PROF-I',t AND LOSS AND O't'IIER COMPR.EIII,INSIVE INCOME
I.-OR THE YI'AR ENDED JUNE 30, 2OI8 

.

Turnover

Notes

3A

2016-2017

Kshs'000

220_,4;n

52,896

167

Cost Of Sales

Gross Profit

Other Income 6095

'fotal Income

Operatlng Cosls

Staff Costs

Administrative Costs

Rgpairq And Maintenance

alyqrtl si q& $4c,1 Plqpotlotl

Gengrlt Expenges

I)epre_ciation

Amortization

'fotal lJxpenses

ols-ry!!lsl-'o!{-G,-qqs)

Finance Income

F'inance Costs

Eqtltryr Eefore Extra Ordinary Items

P1g!t\I,.gss) B_efore'l'a x

I ncolng ]ry Expen_se/(Credi t)

Profit After 'I'ax

5

6

1

8

I
10

13

l3A

r73-,\tr!

(4s.642)

( r48.261 )

(34,536

(376)

51

(l3.s6s)

(l r3)

74

9.6s8

,(31921)

(73.937)

(73,937)

3R

2017-2018

Kshs'000

283,331

( 69,413\

218,894

(51,381)

(t59,7 66)

(2t,218)

(12,2t6\

(r,337)

(6,919)

(11.947)

(264,784\

(45,890)

12,644

(2,535)

(35,78 I )

(35,781)

(3!181)
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Kshs'000

704.021)
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K}iNYA SAT'AIII I,ODGF]S AND IIO'I'EI,S I,IMIl'EI)
Annual Report and F.inancial Statcments
l'or'I'he Year llnded Junc 30,201ti

S]'A'TF]MENT OF' }'INANCIAI, POSI'[ION
AS A1'JI]NI' 30,2OI8 :

Assets
Non-Current Assets
l'ropcrtics. Plant and lrcltriprrtcttl

lntangible asscts
(lurrent Assets
Inve ntorics
'I'rade and othcr rcceivables
Cagh and ca9! e__qui-valeqt

Sub-total

'l'otal Assets

E,quify and [,iabilitieq
Cap_itql!_nd Reserves
Share Capital
Revaluation Reserve

Retair-red

Shareholders' F'unds

Liabilities
Non-Current Liabilities
[]orrowiugs -loug tcrm
Contingcnt LiabiIitics
Sub-total
C'urrent Liabilities
Borrowings-s!ort term
'fFC Loan

_ 
l1q$_ry1ry!_o_t-!_e r paytp I 9 p

'l'otal Liabilities

Notes

;
l3

l3A

18

23

t?!l
1241794

20,635
150,676

854,705

lq0,es4
546.95 8

(417 .7 t0)
230,202

12.172

llr21l
-*25,387

21

2t
19

9.981

3.043

586.092

"5gg,l l 6

854,705['otal Equitv Liabilities
x Restttetl us per nlle t9 utttl 23

The financial statement were approved by the Board of directors on the .J.1.:.q;" t.:r... of2ol8
and signed on its behalf by

851,900

Head of Finance
Bernard Chepkwony
rC?+L Ail).

Chairman of the Board

2017-2018
Kshs'000

676,419
0

6,043
144,850
24,588

175,481

851,900

100,954
527,415

(453,493)

174,876

11,876
12,765

24,641

5,800
4,125

642,458

652,383

2

Director



KENYA SAI,'ARI LODGES ANI) IIO'I'ELS LIMI'I'lll)
Annual Report and l'in4ncial Statements
For The Year Ended June 30, 2018

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED JUNE 30, 2018

Ordina4y
Shares

Kshs'000

Revaluation
Reserve

Kshs'000

Profit &
Loss

Account
Kshs'000

1'otal
Kshs'000

AtJ I 20t6

Rights Issue
Prior year adjustment
Revalryqgn sqplqs
Net Profit for The
Prior on revaluation
l'ransfer To Depreciation valent
At June 2017

AtJ I 2017

Issue
Prior ear ad ustment
Revaluation surplus

NsLP_rqtt_&[IE:g*
Prior ad on revaluation
Transfer To Depreciation valent
At June 30,2018

100,2!4 -- 571,144

Q!.1_8_6)
1 9s4

I 9s4

100,954

(2)

( 1e.541)

527,415

(3s,7ql) (3 I.78 l )

(4!3-,4eJL
(! e,!4!)
174,876

__ufilt._

5l I

(73.e37)

(24,186)

Ql4;?q9

(73.e37)

5ll

417 7l 230,202

7t17

-3
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KIiNYA SA}.AITI I,ODGF]S ANI) II()'I'I,]I,S I,IMI'I'IiD
Annual Report and F'inancial Statements
F'or'I'he Year Ended .Iune 30, 2018

S'I' A'I'I.]M}.]N'I' O}' CASI I F-I,OW
l'OR 1'IIE YI,I,AR ENDED.I[JNI,I30, 2018

Cash flows fiom Operating activities
Profi t/(l-oss) before tax

ments frlr:-
Gain on sale of fixed assets

Depreciatior-r

Arnortizatior-r

Prior year

Inteles,! ilcome (from KC_B fixed dcposit)
Irinance cost

(lash llow from/(uscd in) operations belbrc
Work!ng_gapital changes :

ase)/Decrease in inventorics
(lncrease)/Decrease in Trade and receivables

Incrrase/(Degrease) !p Pay_q_bles and accruals

Sub-'I'otal

Ne!__ca_-sh lory fyom opgy_a{ing activities
Cash llows from Investing activities
l)urchasc ol' fixed assets

Proceed fionr sale of Fixed Asscts

Interest received

Nct cash llow liorn invcsting activities
(lash l'krws F rom F'inancing Activitics
Rights.lssue proceeds

[,oan repayment

Service Gratuity settlement

Ilank overdrafi
Pay11rgrl! of F'inance cost

Net cagh flow from hnancing activities

Net Cash l'low liom the year 2018

Cash and cash equivalents at the beginning of'the year

Cash and Cash Equivalents at the l:nd of the Year

4

Notes 2017-2018 2016-2017

Kshs'000

(13.937 )

3A (2t)
l3

13A

13,565

113

5ll
, - *(ee8)

3,021

(57,746)

lB
ll

l5
l9

l.j
li
3B

- l,_l3l
(s.024)

53.487

49,594

(8,076)

(7. r s2)
?.1

9ett

(_6,133)

0

2l
r8
21

ll

48:j 3

21539

(9,s09 )

(3,021 )

13,,t]42

(!43)
2l .078

20,635

Kshs'000

(3 5,781 )

11,947

148

__ rp_s_
(21,151)

(7e6)

0 056

5 66

35,514

14,363

(4,029)

(4.0291

0

786
(4s0)

(4.1 81 )
(2.s3s)

6,380

3,953

20,635

24,588
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KENYA SAFARI I,ODGI'S AND IIO'I'EI,S I,IMI'I'EI)
Annual Report and F'inancial Statements
l'or'I'he Year Ended June 30, 20ltl

STA'I'EMENT OF COMPARISON O}'BUDGE'I' AND AC'I'UAI, AMOUN'I'S
}.OR TTIE YEAR ENDED 30 JUNE 2OI8

Original
Budget

Adjust-
ments

F'inal Budget
Actual On

Comparable
Basis

Performance
Difference

,/o

Va riance

32%

32o/"
Sales

2017-2018 2017-2018 2017-20t8 2017-2018 2017-2018

Kshs'000' Kshs'000' Kshs'000' Kshs'000' Kshs'000'

441 ,000 0 441,000 300,951 140,049

l0 r .640 0 r0 r.640 69.413 1) ))7Cost Of Sales

0 0 0

Gross Profit 339.360 _ _j1e,j6o
0

0

I 16.658

53.017

9.442

I t.004

231_.slq

0

0

r07rl9l

!2,?1!
10,097

0 101,822

0

0

9,263

r0.803

(6ss)

7,qr 9 4,085

10,303 9,281

2%

Expend iture

Salaries W-a_ges

Staff Expen-s*es

Staff 'f ravel

0

0

r r6.658

t3 \01?
9,442

0

0

0

q

0

8%

PropgmJlp\g"! sE*p9ry9:
Repairs & Renewals

Operating Costs

oflce E"p* SCS

Ad m i rr istratgl _Elp.gnlel
D i re 

9 
t o11_ !99.{ _rypg1:g 1_

a{vertrglryi_lp
Ceneral Charges

_D_eprec i at i ory! :! 91!113! i on

Interest & Other Charges

rotlI Qpel{!1g}pgnses

I l?004

19.244

0

0 19.244

20%

\lv)
37%

!q%
37%84,360 0 84.360 53,294 3 r,066

9.4!1
3,578

r,933

814!4

3.5 7 tt

1.93i

1,561

6.203 2,251 270

124
)')r<

3r0.19

(2e2)

84%

\):"^)
82%

35%o.

46%

22%

26'h

(r2%)

motlon 1.561 r,3 j 6,225

12,066 4,845

1

13,66s 0

0

0

0

0

0

r3,66s

2 r .686

3.234

3 5 3.896

0

I t:9!7
2.53 5

263:428

0

9:913

699

90.468

21.686

3.234

35_3.896

0 0

0perating Prolit ( r4.s36) ( 14.516) (3 s.78 r ) r7.355

Notes to budget variances
'l'he under achievement of sales was caused by the low business volumes realized from international

markets and the Kenya elections period which was associated with political uncertainly which had a

negative impact on occupancy levels across the company.

1'he management put in effort to manage cost to the lowest level possible and to match the level of
revenue generated. 'fhe cost management strategies put in place resulted into over l0olo expenditure

underthe budget ofthe operating expenses. The underexpenditure was also occasioned by the cash

flow constraints which limited the number of activities undertaken uncler advertising and promotion

within the year.
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KIiNYA SAI.'ARI LODGES AND I.IOI'EI,S I,IMI'I'I]I)
Annual Report and F'inancial Statements
!-or'I'he Year Ended .Iune 30, 2018

SUMMARY OI,' SIGNII,'ICAN'I' ACCOUNTING POLICIES

a) Revenue Recognition

Turnover represents billings to guests and casual customers for accommodation, food

and other services provided net of Value Added Tax. returns and rebates. Interest

income is recognizcd whcn it accrues, by relerence to the principal outstanding and the

interest rate applicablc. All other revenues are recognized at the time goods are supplied

or services are provided.

b) Property, Plant and Equipment

All Property. Plant and Equipment are stated at cost or revaluation less depreciation.

The Mombasa Beach l.ease is for a term of 99 years while Leases for Voi and Ngulia
Salari

Lodges are for a term of 50 years up to 2018 and 2019 respectively. Property, Plant

and Equipment acquired under finance lease agreement are capitalized at the date of the

agreement. Depreciation on assets other than land is calculated on the straight-line basis

at annual rates estimated to write off the assets over their expected useful lives. While
the value of land for Voi Safari Lodge & Ngulia Safari Lodge is amortized over the

lease period.

'fhe annual rates uscd are as follows: -

Buildings
Plant, Machinery. lrurniture & Irittings
Vehicles
Computers
Intangible assets (soft ware's)

30 years or the unexpired lease

8 years
4 years
3 years
3 years

c) Intangible Assets

Intangible assets rcpresent computer software which is stated at cost less amortization.
Amortization is calculated to write off the cost o1'the assets on a straight line basis over

their estimated useful life of 3 years.

d) Inventories

lnventories are stated at the lower of cost and net realizable value. Cost is determined
by the first-in. first-out (FIFO) method. Net realizable value is the estimate of the

sclling price in the ordinary coLlrse of business. less the costs of completion and selling
expenscs.

6
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KENYA SAFARI I,ODGES AND TIOTELS I,IMI'TED
Annual Report and I'ina,ncial Statements
F'or The Year Ended June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
!

e) F'oreign Currency
Transactions during the year are converted into Kenya currency at the rate ruling at

transaction dates. Assets and l.iabilities at the balance sheet date which are expressed in
foreign currencies are translated into Kenya cLlrrency at rates ruling at that date.

The resulting differences from conversion and translations are dealt with in the profit
and loss account in the year in which they arise.

0 Trade Receivables

Trade receivables arc carried at anticipated realizablc value. An estimate is rnade for
doubtful receivables based on thc review ol'all or-rtstanding anrourlts at the end of the
year. Bad debts are written off when all rcasonable steps to recover them have failed.

g) Loans/Bank Borrowings

Interest bearing loans and overdrafts are recorded at the proceeds received, net ofdirect
issue costs. Finance charges including premiums payable on settlement or redemption.
are accounted for on an accrual basis and are added to the carrying amount of the
instrument to the extent that they are not settled in the period they arise. Interest and

other finance charges are recognized as an expense in the period which they are

incurred.

h) 'I'rade Payables

Liabilities for trade and other amoLlnts payable are carried at cost which is the fair value

of the consideration to be paid in future for goods and scrvices rcceived. whcther billed
or not.

i) 'I'axation

Current taxation is provided. under the liability method. for all temporary differences
arising between the tax bases of assets and liabilities and their carrying values for
financial reporting purposes. Cunently enacted tax rates are used to determine deferred

tax. Deferred tax assets are recognized for all deductible temporary differences, carry
forward of unusual tax losses and unused tax credits to the extent that it is probable that
future taxable profit will be available against which the dedr"rctible temporary
differences, unused tax losses and the unused tax credits can be utilized.\

7
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KENYA SAI.'ARI LODGH,S AND IIO]'E,I,S I,IMI'I'ED
Annual Report and F-inancial Statements
l'or'l'he Year Ended .lune 30, 20ltl

SUMMARY OI; SIGNII'-ICANT ACCOUNTING POLICIES (Continued)

j) Employee Benefit Costs

The company operates u O.rtion scheme which commenced l" January lg75
(Ocrtificate of Rcgistration: Ref. No RBA/SC/O1044) and is fur-rded by payments fron
both the employce ancl the company. Benefits are paid to retiring staff in accordance
with the Scheme's l'nrst l)ced and Rules.
Being a Defined Contriburtions Scheme, liability is limited to the contribution and the
Company has no obligation if the fund does not have sufficient funds to pay members
retirement funds. Employer and Employee contribution rate is l0% and 5%
respectively.

The company also contributes to the National Social Security Fund (l{SSF).
Contributions are determined by the local statute and are cumently at Kshs. 200 per
employee per rnonth.

Contributions by the company in respect of retirement benefit costs are charged to the
Income Statement in the year to which they relate.

Provision for staff leave and service pay

Employees' entitled to annual leave are charged to the Income Statement as they fall
due.

F.mployecs on contract are entitled to gratuity at the end ol'the contract or employment.
which ever comt:s earlier. 'l'he estimated morretary liability for such entitlement at the
end ofthe balance sheet date is recognized as an expense accrual.

k) Dividends

Dividends on Ordinary shares (when earned) are charged to equity in the period in
which they are declared. Proposed dividends are shown as a separate component of
equity until declared.

l) Cash & Cash Equivalents

The company's Oash and (lash equivalents consist of Cash in fiand. Demand Deposits
and Short-term investments with original maturities of three months or less from date
of acquisition.

Cash in Hand and in banks and short term deposits which are held to maturity are
carried at cost plus interest earned but not yet received at the balance sheet date.

-8-
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KENYA SAFARI LODGES AND HO'I'ET,S I,IMII'ED
Annual Report and Financial Statements
Iior I'he Year Ended Juire 30, 2018

NOTES TO'I'HE I,'INANCIAL S'I'AI'EMENI'S

1. GENERAL INFORMATION
Kenya Safari Lodges and Hotel Ltd was incorporated under the Kenya Companies Act (Cap 486)
KSLH is classified as a State Corporation by virtue ol- being a subsidiary of -fourism 

Finance
Corporation (TFC,) which has a direct controlling stake ol'82.45oh of shares its dorniciled in Kenya.
The entity's principal activity is ownership and operation of hotel and lodge facilities in Kenya.

I"or Kenyan Companies Act reporting purposcs. the balance shect is represented by the statement of
financial position and the profit and loss account by the statement of profit or loss and other
comprehensive income in these financial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF'PREPARATION

The financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS).

For the Kenyan Companies Act reporting purposes, in these llnancial statenlents the balance sheet is
equivalent to the statement of financial position and the profit and loss account is included in the
statement of profit or loss and other comprehensive income.

-fhe financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the entity.

'l'he financial statements have been prepared in compliance with the PFM Act, the state Corporation
Act. and International Financial Reporting standards (ll'RS) issued by the International Accounting
Standards Board (IASB). The financial statements have been prepared and presented in Kenya
shillings (Kshs) rounded to the nearest thousand.

I
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KI.]NYA SAF'ARI I,ODGT]S AND IIO'I'EI,S I,IMI'I'EI)
Annual Report and l'inancial Statements
l'or'fhe Year Ended June 30, 2018

NOTES TO TTIE FINANCIAI. STATI|MENTS

2.'furnover
Accommodation
Food
n.r_.iage ,
'fobacco

.t

T

Business Center
Functions
Petrol and oil

fpq4ing Facilities

3A.Other Income
Rent
Sates of Fii.a ess.G
Other income

]B.Finqnce Income
Foreign Exchange Gain
Interest Income

n.cosf of satei
Food
Diints
Tobacco
T
Functions
Laupdly
Business Center
Petrol and Oil
Sporting Facilities

2017-2018 2016-2017
Kshs'000

_ _ 73,6]_6

106 828

t9 073

8,660
998

__L,2?0
124

0

__ ),_8?2
2t
99

52,996

Kshs'000

79,874
t55.434
25,410

175 t4t
0 0

195

487

145
235

19,737 12,961
7

2,0I2
283,331

2.391
220,421

11

1,286
0

3,690 4,159

__ ___!-pe_
2l

4,976

12,644
0

12,644

58,793
6,735

t3l
0

3,412
5

133

4

t94
69,413

10-
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KENYA SAFARI LODGES AND HOI'ELS I,IMITED
Annual Report and F'inancial Statements
For The Year Ended Jurie 30, 2018

NOTES TO THI| I'INANCIAI- STATEMENTS (Continued)

a
20rf 2_0J7

Kshs'000
14,387
I 1,828

s,tel
s.!23
3,060
3_,f99

2,.1-81

45,642

_ _ 2_6!]?
4 \,.9J_6
l0

wr27r_

450
q

3.321

S.Operating Costs
Electric
Fuel and gas

Water
l-_eU.4ry 3g.un,!g
Vehicle costs

Guest entertainment

6.Staff Costs
Salaries and Wages

Staff
Staff Travel

7 Administrative Costs
Audit Fees

Professional Fees

Directors Expenses

Bad DeLturqviqier
Sgy.rpey-pLoy_lglon
I-ggq!ieeq -_
Offrce Expgns-es

Grcn_ery]-E4p_ense9

-4?ggg

24,!_q1

l_q6
s.057
5,934

34

8. Repairs & Main tenance
Building l.s_s7

228.J
982

tis
6,664

Plant & Machinery
Motor Vehicles

2017-2018
Kshs'000

15,457
13,700
4,307
6,303
3,464
3:357
4,793

51,381

107.39s
42,274
10,097

159,766

450
0

')'))\
370

2,726
274

6,203
8,971

21,218

3,635
4,673

1,914
1.994

-11 -
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KI.]NYA SAI.'AIU I,ODGI.]S AND IIOI'EI,S I,IMI'I'I]D
Annual lleport and F'inancial Statements
F'or I'he Year Ended June 30, 2018

NOTITS TO TIIL I-INANCIAI- STATLMI|NTS (Continued)

9.Advertising & Promotion
Advertising [..xpenses

Sales Promotion

10. General Ex enses

Rent & rates

Insurance

Gardens & Grounds

Mqlptelance C gntlagt,s

S ervi c-e ?ay _Provi si on

I l.Finance Costs

l,ong/Short -t_erm interest

Ilank charges including overdraft

r2.TAXA'r'rON
a) Curre nt lax
fax charge for year

Deferred tax

There was no tax charge for the year due to

Accumulated tax losses

,l

J

- ?,595

2017-2018

Kshs'000

322

1,01 5

1,337

2,851

3,201

78

789

0

6,919

709

6

-12-

2016-2017

Kshs'000

0

376

376

2,!ts
219

0

- -ar!!t

795

2,226

2t
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KENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements

For The Year Ended June 30' 2018
TOTAL

Kshs'000

I 746

l5

64

43 943

545 l8

7r8

lt
19,541

31

538,206

676,419

9

I

I\tB Fully depreciated depreciating rate charge

Building - 345,425 3'30% ll'399
Building -57,598 254,790 5 A0% 13'759

Plant & Mach 36,511 37,269 1250% 4'662

Furniture & Fit 44,182 1,850 12'50% 231

Computers 20,642 1,737 33'30% 637

MV 14,621 - 25%

S-Total 173,554 681,071 31,488

Freehold 360,000

G-Total 1,041,071

The intended drilling of borehole brought forward as work in progress of ksh 150,000 was expensed

off since capitalization of the same will not materialize.

1I/TDq.TFTI\ilr\'l.r\D aall\ifPT TTtrRFI IPNTTI TRtr.I ANTN ,P,

WARES
Kshs'000'

Kshs
'000

S Kshs'000VEHICLE
Kshs'000

& FITTINGS
Kshs'000

MACHINERY
Kshs'000

BUILDIN
GS

Kshs'000

COSTA/ALUATION

3.845 15017,7ll14,62146,03270,8941,057,493At July 1,2017

Revaluation increase

Revaluation decrease
(150)

Prior

D
8232,886320Additions

3,84518,53414,62173,780 46,0321.057.813At June 18

Comprising
3,84518,53414,6216,921169,014 19,429Cost

15,781390,140 31,022Valuation
23,330498,659 23,329Valuation 2010

DEPRECIATION

3,84517,16714,62145,45055,347370,288At Julv 1,2017

Revaluation prior Year

6372314,6626,417Comprising of Cost
019,541Valuation
0 6372314,66225,958Total

3,84517,80414,62145,68160,009396,246At June 30'2018

730
35113,771661,567NET BOOK VALUE

30/06/18

-13-
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KENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements
For The Year Ended June 30,2018

N O TE S{ O{H.E-F I'I\fAI\r e IA I; S'M T EM E NT S

PROPERTIES, PLANT AND EQUIPMENT
AS AT 3OTH JUNE 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

LAND &
BUILDINGS

Kshs'000

PLANT &
MACHINER
Y Kshs'000

FURNITURE
& FITTINGS
Kshs'000

MOTOR
VEHICLE
Kshs'000

COMPUTERS
Kshs'000

WIP Kshs
'000

TOTAL
Kshs'000

COSTNAL
UATION
At July
1.2016 1.057.492 64.671 46,537 14,621 16,783 150 1.200.2s4

Disposal (505) (s0s)

Additions
6,340

812 7,152

At June
30.2017

1,057,492 7l,0ll 46,032 14,621 17,595 150 1,206,901

Comprising
Cost 168,693 16,660 6,921 14,621 17,595 150 224,640

Valuation 390.140 31,022 39,l l l 460,27t
Valuation
2010 498,659 23,329 s2r.98t"
DEPRECIA
TION
At July
1.2016 341.231 50.506 42,485 14,621 16,783 465,625
Revaluation
prior year
Prior year
adi
Disposal (s0s) (s0J)

Charge for
the vear
Comprising
of Cost 7,230 4,841 l.lll 383 13.565

- Valuation 21,826 ll6 2,360 (l 16) 24,|U

Total 29,056 4,957 2,966 267 37,731

Total
accumulated
depreciation 370,287 55.463 45.451 14,621 17.050 502,872
At June
30,2017 716,261 14,166 4,051 150 734.628
NET BOOK
VALUE
30t061r7 687,20s 15,548 581 545 150 704.029

-14-
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KENYA SAFARI LODGES AND HO'I'EI,S I,IMI'I'ED
Annual Report and Fin4ncial Statements
For The Year Ended June 30, 2018

NOTES TO TIIE I-INANCIAI- STATEMENTS (Continued)

.t

I3A. INTANGIBI,E ASSE'TS
AS AT SOTH JUNE ZOTIT

soF"[
WARES

Kshs'000'

COSTA/ALUATION
TOTAL as at 0l/0712017
Revaluation increase
Revaluation decrease

Pger : e 11e,qi !!9-try-q rt
Dispggl_ _
Additions

4epl9.,{,ng
qlry-lepreseEq 

- -'I'OTAL as at 30/0612018

5

3,845

3,845Cost
Valuation
Valuation 2010
DEPRECIATION
Balance as at 0l/07 12017

e4tg$Ug$ revaluatign_, _
Revaluation
Prior year adi
Disposal
Ch4rge_ Q1the1qq1
Comprising of Cost

- Valuation
Total
'[otal accu m ulated 

-Qe*prec
iation

NET BOOK VALUE 3O106117

NET BOOK VALUE 30/06/18

NB
F'ully depreciated
3,845

3,845

Software
depreciating
0

rate
33.30%

charge
0

The figure relates to computer software and licenses fbr our tiont office Fidelio. Sun system and

materials controls system that are currently in use.

-1 c.
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KtlNYA SA!'AI{I LODGI.lS AND II0'l'},lLS LIMl]'llt)
Annual Report and F'inancial Statcments
F'or'I'he Year Ended June 30, 20ltt

NOTIiS TO TIIL I-INANCIAI- STATEMENTS (Continued)

IN'I'ANGIBI,E ASSETS
AS AT 3OTH JUNE 2OIZ

$OFT
WARES Kshs
'000'

COSTA/ALUAl'ION
TOTAL as at 30/0612016 3,845

Disposal

Additions

Amortization

lully amortized
'IOTAL as at 30/0612017 3,845

Comprising

Cost 3,845

Valuation

Valuation 2010

AMORTISA'TION
Balance as at 0110712016 3,732

Disposal

Oharge lbr the year

Comprising of Cost I 13

- Valuation 0
'fotal

'l'otal accumulated 3,845

NET BOOK VAI,UF] 30/06/16 ll3
NET BOOK VAI,UE 30106117 0

16
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KENYA SAFARI I,ODGES AND IIOI'EI,S I,IMI'I'ET)
Annual Report and Fina.ncial Statements
F'or The Year Ended June 30, 2018

NOTES TO THE T'INANCIAL STATEMENTS tinued)

f-

2016-2017
Kshs'000

14. Inventories
Food ls8

689

?
l3l

Bev
Tobacco
Stationary
Others
Total

er Receivables
Trade debtors

ents

Authorized

l68.
s.barehqldcrs-
io-urunl- naaBqe e o rpo rati o n.
Mountain Lodge
Kenra }Vrldli &.$ery_iqe Trllslegs

lT.Revaluati

earnrngs
re !_AteilorevAlq4ltqlg,ainoneg_s_ell(qly_sla!_v
Balance C/F

18. Borrowinq Long Term

'I'otal

l9.Trade And Other P bles
Trqde-qr-e-d[9ry 

-.Unearned income
Accruals
OfhcrPjrableq rn_c_ludine VjtT & CI-T
Au{!g Fge

Service GfalUt_ly

J

82.4s%
17.530
0.020h

76

_(4,E_E9)
21,207

\24J_e_4

( 4\7,U0-)_

57

issued and full ,047,724 Ordin shares
each.

aluers 2010)
__T__ _

44

a4.lg6

12.17?
tz,l72

8

12,329
14.09

36

1,56_6
72,920

I

2017-2018
Kshs'000

1.021
879

4
722

3.417 4.060
6.043 5.247

t29"474
(s.259\
20.63s

144.850

100.9s4

@s3.493\

s46.956
(19.s41)

527.415

I 1.876
I1.876

1 28.1 53
10.520
12.761

435..91I
2.088

53.025
642.458

-17
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KENYA SAT'ARI LODGES AND IIO'I'EI,S I,IMI'I'ED
Annual Report and Financial Statements
l-or The Year Ended June 30,2018

NOTES TO TIIIi ITINANCIAL STATEMENTS (Continued)

*Tlre draft report of Auditor General for the year ended 30 June 2017, pointed out the error in
classification of long term liabilities where inclusion of service gratuity as long term liability was
misleading. Due to this therefore we have re-classified last year service gratuity of Ksh 72.920,000
from Non-Current liabilities to Current Liabiligies.

20.Cash And Cash E uivalent

Cash investments([rD g_t ICB l'RY SQ Acg N9
Cash in hand ( float) 942
Dollar 9qP.lvalent KCB S A/C
Cash in Bank BBKA/C
Cash in KCB KSH A/C
Total
Caqb Eqgj yalelt inc!9$_9_,qhort lgrm I iquid investments
which are readily convertible to known amounts of cash
an{ ylicli were within three months of maturity when

21. Borrowing Short'I'erm

Bank Overdraft
esk Arc
]f C loan
l2 months (4343.778
Tbr &!k qygldqaf! 1q sgc3led by qlsh tnvestments
in form of Fixed rt

TFC Loan relates to amount payable within the next one
Year

2?,P-Ly.id.endg

No dividends were declared during the year

878

29
0

9,gg l

3,043
13,024

2017-2018 2016-2017
Kshs'000

18,786

Kshs'000

18,786
647

3.707
1,448

0

24,589

5,800

4,125
9,925

18.
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I(ENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements
For The Year Ended June 30,2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

*The draft report of Auditor General for the year ended 30 June 2017 , pointed out the error in
presentation of other payables on the financial statements under two different note as

misleading. Due to this therefore we have re-classified Contingent liabilities (legal fee) lsh
13,215 from current liabilities to non-current liabilities.

The legal case H.C petition No. 64 of 2015-Mombasa, Kenya Safari Lodges & Hotels
Limited-Vs. Kenya Revenue Authority is yet to be concluded. In relation to the same the

company submitted a written request for arbitration to the registrar of the Nairobi Centre for

International Arbitration ( N.C.I.A) to commence the arbitration process. This was done to

comply with the directive of the office of the Attorney General to having all disputes
involving inter-governmental agencies court be referred to the (N.C.I.A). Due to this risk

exposure of Kshs 72,765,000 on all legal matters pending in courts as been provided.

The company is likely to also incur liability relating to penalty for non submission of staff
Saccos amounting to Kshs 11,096,000, VAT, CLT and PAYE amounting to Kshs

321,908,000 and long outstanding trade creditors' balances amounting to ksh.128,153,000
No loans were guaranteed by the company to its staff, directors or any other entity in the

year.

24. SUBSEOUENT EVENTS

We note that leasehold land for Voi and Ngulia Safari Lodges will expire in November 2018

and March 2019 respectively. The company has applied to Kenya Wildlife Service for tlp
renewal of the leases.

No other events have become known or occurred that may lead to significant changes 1o

these financial statements. These would be like court judgments or regulatory decisions thr
may affect reported assets/liabilities or adversely reflect upon the integrity of the decision
maker.

2016-2017
23. Contineent Liabilities Kshs'000
Legal Fee 15I

15I

19-



KSLH
A Heritage of Hospitality

KENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements
For The Year Ended June 30, 2018

NOT'ES TO THE FINANCIAL STATEMENTS (Corilinued)
25. RELATED PARTY TRANSACTIONS

During the year the following transactions were executed with related parties: -

1. Kenya National Parks (KNP) which owns 0.02%o of KSLH had leased Voi and Ngulia
lodges to KSLH. The company has been paying monthly lease rents for both Ngulia and
Voi Safari Lodge.

2. Tourism Funds Corporation (TFC) which owns 82.45Yo of KSLH had allocated office
space to KSLH at Utalii House, Nairobi.

During the year TFC came in and gave a hand to KSLH in form of an interest free loan to
carter for fifty (50) Air condition units for Mombasa Beach Hotel amounting to Ksh
1.5m.
Also through TFC, KCB continued holding a bank guarantee to Judiciary of Kenya ,

Mombasa law courts in respect to KRA TAX CASE (H.C PETITION No. 64 of 2015
Kshs 38m)

3. During the year KSLH was able to attract and transact business with a number of county
govefilments and central government ministries in terms of seminars and conferences.
these included arnong others;

All the above transactions were done at arm's-length and no other transactions were done
with related parties or their agents.

_20-

0rganisation
Ministry Of health
National Treasury
Kenya Medical Training College 2,142,545.O0
Makueni County 985,056.O0
Kenya National Highways Authority 6,785,560.O0
Taita Taveta County 1,562,4+0.O0
Kenya Rural Road Authority 1,280,755.O0
Kenya National Beurea of Statistics 3.223.500.O0
Ethics and Anti-Corruption Commission 2.252.000.O0
Pharmacy and Poisons Board 1,917,950.C0
Uasin Gishu County 1,229,850.O0
Kilifi County 2,450,000.o0
Office of Auditor General 3,476,500.O0
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KENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements
For The Year Ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continuecl)

26. RISK MANAGEMENT

Going Concern
The company is facing a liquidity risk due to the negative working capital of ksh

(466,977,000) with current assets of Kshs 175,481,000 as compared to current liabilities ol
Kshs 642,458,000. This state of affair is attributed mainly by the company decreasing
revenues and profitability experienced in the last five years.

Performance an is

The company is currently depending on the trade creditors whose payment has remained a

challenge as well as other payable.

The Management is hopeful that the company is going to move to profitability as indicate by
the reduced loss compared to previous year, given that the insecurity problem in the coastal
region has been minimized and also the travel advisory have been lifted. Meanwhile the
Management has reviewed its marketing strategies, putting more focus to the lodges to ensure
revenues from the lodges start rising to enable the company reduce its trade creditors and
other liabilities. Out of court settlement and negotiations on payment modalities have also
been undertaken between trade creditors and KSLH, the company having been issued with
demand letters.

Kshs'000 2013t2014 2014t2015 2015t2016 2016t2017 2017t2o-18

Revenue 388,053 245,378 2s9.822 235,699 300,95 1

Profit/Loss (126.272.00) (137,243.00) (87,097.00) (73,931.00\ (3s.781 )

Princirral Interest Totals Remarks
VAT 184.224.000 Negotiation on going
WITHOLDING TAX 9.967.000 (t

a)PAYE r27.717.000
CLT 38.335,000 a)

PENSION 41,687,000 4,452,493.93 ,)

SACCO 11,096,000 t

TRADE CREDITORS 128,152,000

21
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KENYA SAFARI LODGES AND HOTELS LIMITED
Annual Report and Financial Statements
For The Year Ended June 30,2018

NOTES TO THE FINANCIAL STATEMENTS (Continued

27. MANAGEMENT FRAUD
In the year no fraud or suspected abuse of office, misuse of assets or falsifying of statements
by those with decision-making authorities or not, was noted in the company.

28. DISCLOSURE ON LONG TERM BORROWING
We have disclosed the following information in relation to the long term loan indicated on
note 18.

Lender: Tourism Finance Corporation
Repayment Terms: 36Months
Collateral : None (Shareholders loan)
Interest Rate: 0oZ

Purpose of Loan: - To settle staff liabilities, purchase of generator and Air conditioners
Currency :-Kenya Shillings

-22-
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KENYA SAFARI LODGES AND HOTEI,S I,IMI'I'ET)
Annual Report and F'ina-ncial Statements
l'or I'he Year Ended Jurle 30, 2018

APPENDIX I. PROGRESS ON I.'OI,I,OW LP OF AUDITORS RECOMMENDA'I'ION
lssue / Observations from Auditor Management commentsRefer

ence

No.

on

the

exter

nal

audit

Repo

rt

t.2

r.3

1.4

Omission of company secretary and

dates ofbirth ofboard ofdirectors

Error in cross-referencing of financial

statement items to respective disclosure

notes

Disclosure information on long term

borrowing

Correction done and rnissing

inforrration provided.

Correction done

All information relating to long term

borrowing provided.

l5

Error in classifoing service gratuity as

long term borrowing

Separate presentation of other payables

under two different notes

The service gratuity reclassified

under trade and other payables

Recommendation adopted and tradc

and other payable classitlcd under

one note

r.6

2.1

2.2

Missing statement of comparison of
budget and actual amounts

Failure to recognize the economic

value of fully depreciated asset but still

in use

Fixed asset does not have asset codes

and quantities nor tagging of fixed

assets is done

Trade of other receivables outstanding

for more than one year

The statement included

Management to undertake the

revaluation exercise

The coding of assets exercise to be

undertaken

Some of the trade and other payables

are payable relating to govenlmenl
30 ITM Continuous

F'ocal Point

person to

resolve the

issue (Nnrae

and

designation)

FM

FM

FM

FM

FM

Status: 'fimefram

e:

(Resolvetl /
Not

Resolved)

(Put a date

when you

ocpecl tlre

issue to be

resolved)

Resolved

Resolved

Resolved

Resolved

Resolved

l--M

Resolved

Not

resolved

Not

resolved

June 2019

June 2019

Not

rcso I ved
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Refer

ence

No.

on

the

exte r
nal

audit

Repo

rt

Cash investrnent

4.2 Accuracy and cornpleteness of cash in

hand balance could not be confinned

4.3 Accuracy and completeness of Barclays

bank account cor-rld nol be confirmed.

5.0 Accuracy and validity of the trade and

other payables and that the same is

fairy stated could not be ascertained.

6.0 Accuracy and validity of share capital

valuc could not bc conllrrrrcd

7.0 Supporting schedules in respect to

finance income of ksh 9,568,000 were

not availed for audit review

i i,, I ti.r,. ..r{ "li-,..i :,.:t :,

KI,IN Y A SAI..'AI{I LO DG I'l,S AN l) I I O'l' [']t,S LIMI'I'I'ID
Annual Report and F-inancial Statemcnts
l'or'fhe Year Ended June 30, 20ltl

lssue / Observations from Auditor Management comments

institutions who are slow PaYers

4 t'he bank rcconciliation. certificate of

balance and fixed deposit certificate

prov ided

'l'he board of survey certificates were

provided

The certificate ofbalance and bank

reconciliation of Barclays Bank

account provided

1-he provisions of penalties in respect

to statutory deductions have not been

included irr the books. The cotnpany

is in negotiations with the bodies for

a waiver.

Wc have rcqLlested 
-l FC to provide

docurnents on evidcnce on how share

valuation was determined on the

rights issue on 8'h Novetnber 2013

The schedule provided

Managernent met witlr officers from

OAG and agreed on the rnodalities o1'

paynrent.'fhe non paynlent was

occasioned by low business volumes

for the last five years.

8.0 Outstanding audit fee over one year

-24-

Ongoing

F'ocal Point

person to

resolve the

issue (Nane

antl

designation)

F'M

Status:

Resolved

Resolved

FM

FM

FM

Accounting

Otficer

Not

Resolved

Not

resolved

FM

Accounting

C)fficer

Resolved

Not

resolved

(Resolved /
Not
Resolved)

Resolved

e:
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Issue / Observations from Auditor Management comments

Going concern

,i

Refer

ence

No.

on

the

exter

nal

audit

Repo

rt

r0

The company is facing liquidity risk

but due to support fronr cornrnitted

staff, creditors, governrrent through

supply of conference business and

shareholders who plan to refurbish

the hotels, the company will continue

to operate smoothly

Focal Point

person to

resolve the

tssue (Nome

und

designution)

Status: Timefram

(Resolved /
Not

Resolved)

Not

Resolved

Resolved

Resolved

Resolved

Accounting

officer

FMCurrent portion of the TFc loan was not

show and loan statement was not

availed for audit

The bank statement to confirm the

receipts of the loan from TFC has

availed

ll Propriety and completeness of legal

fees balance ofksh 306.000 could not

be confinned

Under Trade and other receivable.

Other receivable balance of ksh

237,152 with credit balance was offset

contrary to IPSAS' I

The legal fees incurred were related

to cases that were taken to court by

third parties and the cornpany had to

defend itself.
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