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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

II. KEY COUNCIL INFORMATION AND MANAGEMENT

a) Baclground information
'fhe Kenya Leather f)evelopnrent Council (KLDC) was gazette as a State Clorporatiott in tlre
then Ministry of Livestoc-k Developnrent vide au Exccutive Order througlr a Le11al Noticc No.

114 of the Kenya Gazette supplenrent No. 113 of gth Septenrber 2011, utrdet'thc State
Corporation Act (Cap a4O of the laws of Keuya. With the new dispensatiou, Kctrira Leatlrer
was nroved to the Ministry of Industry, Trade attd Cooperative, where leather ltas bcett
categorized as orlLr ot' thc pliolity sectors by the Ministry. 'l'he Couttcil works closely with
relevarrt Cloverrrnrent irrstitutions and othel stakeholdels in the leather iudttstry.

b) Principal Activities

'l'he principal ac:tivity/nrission of the Council is tr'r:

1. 'fo prorrrote, dile.c:t, coordinate, regulate, atrrl ltat'rttorrize all activities in thc lcather
irrdustry.

2. 'fo oversec' licetrsing in the leatltcr iridustry.
13. To underlake research and developrrrent activities irr the leather ittdustry.
4. Advice the Minister arrd Govemrnerrt of Kenya on rrational slrategies and policv with

respect lo the leather industry.
5. Enfbrcingconrpliancc wilh set standardsiu collaboration with other

re lc va n t institutiorts in the industry.
(;. Mobilize technical and financial support tbl the lc'atlter industry.
7. Ccrllect, storc, analyze , atrd disscrttittate data on leatlter.
8. l'erfbrrrr any othel functiorr, as the Minister utay cortsidc'r' llecessary.

c) KeyManagement

The Courrcil's day-to-day Manage nrertt was urtder the fbllowing key orSatls:

1. c-'hiet' Executive Officer
2. '[he Secretariat and;
:i. Board of the Corrncil.

d) FiduciaryManagement
'l'he key Managenrent Personnel who held office durirrg thc financial yeal ended ll0rl'Jurre
2O17 and who had clirect fiduciary lesponsibility been:

Designation Name

1. Chief Executive t)ftice r
2. I-Ieac1 Firrance

3. Heacl Procurenlo.rt

Dr. Issack M. Noor I'hD.
CPA. Gladys Njeri Mwangi
M/s. Clita Waswa

ilt
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4. Head Monitoring and
Evaltration

tJ eor;ge .|anlc s L) llya ngr)

e) t'iduciary Oversight Arrangements

Finance and Governance Committee

'ilrc Iittatrce Cottttttittee rcviews budgets initially prepared by staff, to he lp dc.ve lop
appropriate prc'rcec{ures tbr budget preparatiorts, and consistency betweerr the budget arrd
KLDC wot'k plans. The Cotttutittee cnsures rcgulrrr, accurate nronitorirrlq, Anc'l
accoutttability fbr fitttds artd rcport to thc [3o41'61 r.11', any tinancial irregularities. Thc
rncrnbers are listed below; -

Audit Committee

'l'hc Audit Conrrnittee artalyses and addlesses the lisks that are associatecl with the kcy
pl'r)cesses crf the Courtcil. Thc Auclit Conrnrittee reports to thc Board of any financial
irlc.gtrlalitics. The Audit clorttrttittec liaises with auditors or1 any si.gnificant rrrattcrs alisinlq.
Ovelsees the financial t'epolting and disclosurcs processes.'fhc urenrlrers ale listcd belcrw; -

1) Mr. Malk Stepltc'nsotr

Human Resource and Administration Committee

T'hc Corttrtrittec discusscs rrtatter'.s c-lealing rvith staif befbre prcsc'ntation to Board tbl
nece'ssary approvals, cooldirurtion, and firlnrirl cvaluation of Kenya Lcather f)evelopnrenl
Council staft and report to the Board. Mortitol and evaluate the Mana.gerrrent industrial
lclatiorrs, enrploynrent law corrrpliancc', corrcluct arrd discipline, health and welfarc' and
nlitkc rc'courrtre rrdations to tlte Boald. T[te tuerubel's are listed lre lorv;

1) MI'.['SV Rat'r Chairrrrarr

2) M/s. Nancy MLrya Metttlrer', P.S Representative Mol'fC
l3) CPA Thonras Kltakanrc Merrrber, altcrnate to P.S National 1'reasuly
4) M/s.Elizabetlt Karuau Mc-rttber

5) CPA Gladys N.ieri Mwan.gi Se'cletary

Chailrtrarr

2) Mr. Robert Lctnerketo Meurbcr'
l3) i111'. \1'ror Barrow Me rnbcr
4) CPA l'hc'rtttas Kltakattte Mernbcr', altenrate to P.S National

'l'r'easury

5) CPA Edwin t)nrbaka Secretaly

I ) Mr. Noor Bat'row Cltailurarr
D Mr. Sirnon Nq'allq'A Mcnrber
3) Mr. Kipsang Ketcr' Menrlrcl

Meurber'4) Mr. Robcrt Lenrelketo

IV
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5) M/s.Elizabeth Kantau Mernber
6) Mr. Patrick Nyadinro Secretary

Technical and Strategy Committee

The Conrnrittee nrakes deliberations on technical tllatters on tlte Leatlter Sector and firtally
presents their reconlllrelldatiorr.s to the Board of the Council. Review the Cotrrrcil
perfbrrrrance contract, annual reports, work plan and perfbnllallce cotrtract docuntetrts.
Review the Council's projects arrd policy recorllnletldations fbr the leather sector. Tlte
nrenrbers are Iisted below; -

fl Entity Headquarters

Kenya Leather Developrttetrt Cotrucil
P.t). Box 14480-00800
L-PA Centre Sth Floor
Thika Road Super Highway
Nairobi Kenya

d Entity Contacts

Telephone: (254\ 0204442321
Cell phone: 07377 1 1549 / 070461770s
Enrail : info@leatherCouncil.go.ke
Idcke rrva@8nrail.corn
http: / /www. leatherCouncil go. ke

h) Council Bankers

Kenya Couuuercial Bank
Sarit Centre Blarrch, Westlands
P.O. Box 14959-00800
NAIROBI

i) IndependentAuditors

Otfice of thc Auditor General
Anniversary Towens, University Way
P.O. Box 30084- 00100
NAIROBI/KENYA

1) Mr. I(ipsan.q kter Chainrtarr

2) Mr. PSV Rao Menrber
3) Mr. Sitrtou Ng'atrg'a Merrrber

4) Mr. Mark Stepherrsorr Meurber
5) M/s. Nancy Muya Mernber, altelnate to P.S State

Departnrent of Investnient & Industry

6) Mr. Charles Mwarrgi Secletary



KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

j) Principal Legal Adviser

The Attolrrey Gelleral
State Law t)tfice
I-lararubee Avcuue
P.t). Bcrx 4O112-OO20, City Scluare
NAIROBI/KENYA
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III. BOARD OF THE COUNCIL

DETAILS

Mr Kirea Ibui wrs born otl 29rr'.f uly, I.952 in Meru L--r-runty. In 197i
he .grircirrated with BSc:. Degree irr A.gricultr.rre at the Urriversi ty of Nailobi anc
attained MSc. in Business Education in I987. Hc has also worked with Shel
Itrterttatiotutl Chertrical grotrp tttarketing scrvices as a utalt.rger. He is tht
Managitt;4 Director of Bell Industries Ltd. Other Organizittiotrs to which he ir
prof'essiottally attiliated incltrdes (MBIM)-British Institute ot Managetnerr
(KIM)- Keuya lnstitute ot uranagenrent (MSK)-Marketing Society ot Kenya

Mr Joshua Footwear Tcchnologist by trainin.g nII
1947. I-le trailted in itrstitutiotrs suclt as Bata'lechnical School (1962) anc
Corclwaittet's I'cchnical C-ollege in London ( 1 967). I-le has actively beerr involvec
irt trairtittg otr tbotwear tuitnufitcturin.g to strrdeuts cltrrin;q his tenurc at Bati
Shoe Clontpatty. Litter in (1978) atter retiring troul Bata shoe he.joined Tiger
Sltoes as a p)roductioll llraltager till i984. He is sole proprietor of Sinrjon Shoes
He is a represetttztlive c'rt KFMA auc'l ntenrber of Board of l'rustees 'I'PC-'SI, Kenyl
Btrrclttr ot Standarc'ls and task fbrce on revival ot'[PCSI.

cPA Thomas Khakame was boln in 1958; he has I32 years' work experieucc ar
att Accorttttattt. He holds a DeS.ree in Finauce, MBA- Strate.gic Man:r.gentelrt
MSLI Finnrtce, altd cttrretttly a PhD candidate. I-le is alternate to f'ernranenl
Secreta ry, Nrttiona I 1'rea sury.

Mr. Noor Barrow was bont in l95lt an is the Director of Cross Bridgr
Ittvesttttettt Clo. Ltd; he is ulso a consultant at Soltrvent Mana5lentenl
L--ottsttltattts. LIe has a Master's Degree in Business Adntini.stration, nurjoring
in Health Platrnittg Mauitlqetrtetrt, Health Econonrics, Financial Managenrerrt
and Ilrrnran Resoulce Manageurent alllollgst other qualifications.

vii
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q M/sEllzabethKamau is a tashiorl attd ittlerior er witlt tuatty yc'at's attd

wide expclience in Kenya aud East Atrica. She is also it bttsinesswotllatl.

6

I

Mr. Robert was born in 1972; he holds a Mastcr Degree in Bttsiuess

Adprinistratiou tloru KEMU University as well as Bachelor ot Cotttttterce DeSree

trour ,frrbalpur Uliversity-lndia. He also hits a Master's f)egree itt Fittartcial
Services l'ronr Ananralai University-lndia. He has.l provell ability to;tdtttittister,
c6ltrol operations and vetting ot iuvestors. Other Capacities ittcltrde hanclling
public nratters pe'rtaining to leadelship.

7

?

Mr V. S. Rao was bortt in 1957 s a Bacltelor's Degt'ee

i1 leather teclurology tronr Madras Llniversity and also a Master's Degree in
leather technolo.gy tronr Anna LJniversity also Master's f)e5;ree itt Ilttsittess
Adrnilistxrtion tronr LISIU-Nairobi. He has 32 years'experiettce in llle tattttitl.g
indtrstr-v itt Keltya

8 Mr Mark Stephenson ls the Direc tor Sa stont I lll pany Ke t1 llc startec'l

orrt rrraking ltrxury slttitri tetrts in 2OO2-

and accessories frotrt ctlllvits atrd lcather.
Tc'ldav ll 1A ke S East 's tinest ba.gs

I

Ir

Mr.Kipsang Keter was bortt itr 1955 at a Bachelor of Science (Honor.s)

Mater.ials Technolo.gy (Leather) British School ot Leather Technolo.gy Urtiversily
of Northaurptc'rn-LIK. He has 33 years'experieuce in leatlter related lll:Itters
while in the civil service. He participuted in the developtttettt ot cttrricttlttttt tor
Ic'ather technolo.gists in the LIrtivc'r'sity of Nairobi-Kertya.

vilt



10

11

rrF
(

'l

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

M/s Nancy Muya was irt 1962 she holds a Bachelor Degree Scienr
( Mathentatics itttd Cherrristry) and pursuing a Master's of Science f)e.gree i
entrepreneurship. ln July 2015 she was appointed as Acting Direct
Mirtttfacturirtg and Industrializatiorr Policy. She is altemate to Pernrane
Secretary State Departnrent of Irrvestnrerrt arrd Industry.

Dr M. Noor is 57 years old, he in Live Stock Productit
Systetrrs, Egerton University, (2013), MSc (Aninral Pr"oduction), Utriversity
Nairobi, (2009), BSc (Aninral Health) Egerton University (199S) and
Certificate (Aninral Health) Ahiti- Nyahurum, (1990). He has over 35 ye:lrs
pttblic service experience with veteriuary departnrent, teaching, research, ar
adtttirtistration. He is the Chief Executive tlfficer Kenya Leather Developnte
Corincil.

IX
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IV. MANAGEMENT TEAM

NAME DETAILS
I

a*
Dr. Issac M. Noor s 57 years old, he holds a PhD irt Live Stoc Prclductit'ru

Systenrs, Egerton Llriversity, (2013), MSc (Anirnal Production), tlrtiversity of
Nairobi, (2009), BSc (Arrittral Health) Egerton Urtiversity (1995) attd a

Certiticate (Aninral Health) Ahiti- Nyaltururu, (1990). He has over 35 year.s

ot prrtrlic service experiencc with veterinary departurettt, tmchittg, researclt,

and adutitristration. He is the Chiet Executive Otlicer Kettya Leatlter

Developrttettt Cott ttcil.

2

1j

M. Ndungu is tlte , and ['olicy. Mr. Ndungtr
is 55 ycars old and ltolds a tlsc Leather Techtrology degree (2004), Certiticate
ip Hides and Skins lnrproverrrerrt (19ti1). He has attended courses irt Cluster
Manzrgenrertt, Leatlter Finisltitt5;, attd Busittess Ittcttbatiotr.

r ffi

Mr IS the head of Marketing and Resource lol'l He is
57 yrs old and holds a certiticitte in leather technology ( Ilides and Skins
Iurprovenrent Cclursc'). He also holds a diplorrra itt Ettvirotttttetttal
Resource Manageruertt-Kettya polytc'chnic Ultiversity College. He has 132

years'experience in lc'ittlter related tuittters in the Civil service.

I

{

MI. Onyango GJ is the Hcad of Monitoring uud evitluatiott. He is agcd 54 and
holc{s a Diplonra in Leatlrer Technology. He has attended courses in lnte.grity
Workshop, Stratelqic Planninli Workshop, ISt) Certitication, fiisability
Mainstreauring, and Gender Mainstreaurirlq. He was project co-coordittator
tbr LINL)PS.

5 Mr. Patrick Nyadimo is the Head of Hutttatt Resource lte is 54 years olcl,
he holds a BBA in I{trrrrarr Resourc:e and also has a Diplotrta iu Pcrsonttcl
Mana.geurent. He ltas attetrded courses in Integrity Workshop, HIV/AIDS
Seusitization attd Volutttary'lesting, ISO Certificatiotr, Disability
Ma i nstrea rrr i r t.g ir r tc'l Gender Mai tt strca rtt i tti4.

x
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Ms.Joyce W 1s theHead ICT is 35 years old. She

Postgraduate Degree MSc Computer Science, BSc IT and Diploma IT. She has

attended in ductiorr Course for IT, ESP Facilitatiorr, ISO Managemetrt, Iutegrity
Workslrop, Planu ing, Developing Corporate Website and D atab ase Systettt

Design and Managernetlt.

a

i

CPA rs the senior In A 3 years. MBA
(Firralce) from University of Nairobi, B.cour (Accourrts) frour Kenyatta

University, CPAK, Cerlified Irrfortnation Systems Auditor (CISA) and well
tr.ainediri oracle applications specifically the IIFMIS attd has worked with five

nrinistries and audiied several Foreign Missions. He's a tueurber of 3 bodies,

ICpAI(,lrrformation Systems and Control Association (ISACA) and Institute of
Internal Ar.rditors (llA).

CPA en Mwangi is H Accoutr ts trrrit she is 50 Yrs old arr

a rrrember of Institute of Certified Public Accountatrts (ICPAI(). SIie holds a

Bachelor of Comurerce (Firrarrce Option). She attended shorl courses itr Setriot

Managernetrt at I(ettya School of Government, Preparation_of Fiuancial

staterierrts (ESAMI, tJganda),Financial Matrageuretrt and Good Goveruatrct
(Delnark) Harurolizei Cash Transfer (HACT), Iltegrated Filarrcial
Marragement Itiformation Systeru QFMIS), Cotnputer Proficiency, which 

-

includ"es compriterized accounti ttg packages. Above all she has a wealth of
experience havirrg worked for over 20 years in the civil service.

Ms Waswa ls officer in Council's Procurement Sectior

She is 30 years old and holds a Diplorr-ra in Purchasing and Supplies

Matragemeut frour Mount Kenya University; in addition, she has passed

proficiency exatnitration for Clerical Officers-Supplies option.

a

6

7
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v. CHAIRMAN,S STATEMENT .'

Kenya Leather Development Council (ruDe) has undergoye l tumultuous growth in lhe
execution of its mand aie in promoting. a globally competitive leather industry in Kenya. Under

the new dispensation, KLDb was moved from the then Ministry of Livestock Developmart
(MoLD) to ihe Minisiry of Industry , Trade and Cooperatives as a priority ,a.geney- for the

pronrotion of leather, footwear and-leather products agenda in Kenya. This shift is of utmost

iignificance as it demonstrztes the immense focus of prontotion of the Government towards

pr"onrotion of the manufacturing economy as a cfitical sector in the creation of jobs and

i*prou.n,.nt of livelihood in f.tryu.the leither sector presents opportunity for the creation of
SS;OOO jobs and subsequent increase in Kenya's Gross Domestic Product (GDP) by USD. 150-

ZSb fUiition all of which can be achieved through increased value addition efforts in the

leather value chain.

The Government of Kenya through Kenya Leather Development Council is promoting a

competitiv e and sustainable le ather i ndustry.

The Board and the management believes they will drive Kenya towards becoming aleather hub
of Africa and will enuble the country to achieve its goals of creating jobs, improyi,ng lhe
national economy and addressing its balance of trade all towards a better quality of life for

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

Kenyans.

Chafuman

a
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vI. REPORT OFTHE CHIEF EXECUTIVE OFFICER

Kenya,s leather sector is a major priority of the Government, as the Country seeks to attarn

the envisioned Vision zogo. Kenya Leather Development Council will establish a strong

partnership with the private Sector; Development Partners and Government institutions in

order identify the key gaps and opportunities within the industry. Despite the potentials

avatlable in the leathir industry, historicil challenges havelargely obscured the achievetnent

of this sector, leading to the need for proactive and collaborative enga}ement between the

Government of Kenya and leather value chain stakeholders on tailor-ntade initiatives ainted

at transforning Kenya from a hides and skins producer to a global player in production of

c onrpetitive leather, footwe ar and leather goods.

While the Managenrent carries out ihe day-to-day activities of the Council, the Board of
Council is responlible for policy direction and evaluation of the activities through the.various

Comrnitteer and Board, upp.oruh. The Board and the Management will strive to achieve the

specific targets and overcbnre challenges thus ensuring the Council plays its rightfu_l role both

is a regulitor and changing the ecoiomic and social dynamics in the leather industry. The

Councii appreciates the 
"facI 

that, for the sector to grow and rcalize its full potential, this

cannot be^done by a single Agency and therefore appreciates the support.givenby the Parent

Ministry, in collaboration with GovernmentDepaftments and other Agencies.

The Organization like many other government .agencies experienced reduction in
developrient budget allocation. In the yeTr under review only Ksh. 533,000,000.00 out of
Ksh. f,OOO,OOOTObO.OO qllocated to KLDC for development was received. Development

allocation ieduced by Ksh. 467,OOO,OOO.O0 and Ksh.35, 600,000.00 for the recurrent
allocation was disbursed in full.

The recurrent budget was insufficient andhence the Organization carried out activities that

could be u..on r.iod ated, by the available resources while others were supported by

clevelopment funds. ThereforL, for the Council to execute its regulatory_role for the industry
and promote value addition the state through the National Assembly should consider

increasing the recurrentbudget allocation to enable the Council to address the technrcal gaps

existing in its current staff structures.

a

Dr. Noor
Chief Executive Officer

xilt
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vII. CORPORATEGOWRNANCESTATEIVIINT

During the period under review, the Board tletJ Ze ,,r"etings with an attendance of 99o,6.The Cabinet

Secretary appoilts the Board members; their dates of appointment vary which means there is always

continuity a1d institutiorral memory. The role and furrctions of the Board are clearly stated in the

Mwongozo (The code of Governance for State Corporations) which states (among other roles and

functions) that the Boardshould exercise their role collectively and not individually, set atrd oversee the

overall strategy and approve significant policies of the organizatiou, hire the CEO, on such terms and

conditions of serwice as may be approved by the relevant Sovernment organ(s) and approve the

appointment of Senior Management Staff.

In order to enhance Board Capacityrmembers have undergone an Induction as well as Audit Training'

At the end of 2016/ 2077 the Board did an evaluation to assess members' performance.

VItr. MANAGEMENT DISCUSSION AND ANALYSIS

Entity's Compliance with Statutory Requirements

The Council fully colxplied and enforced statutory requirements during the contract period'

This Includesl

1) Complied with public procurenlent regulations and rules 
^ _ sf

Z) f rep ared u p.o.ur.*entplanand submittedto PPOA by 31" August 201'6.

3) Sub m i tte d iuarterly p.o.,r.*.nt implementation reports to the Authority.

4) Ensured remittance of dues to PAYE, NSSr, and NHIF for employ.ees of the council'

S) The Council Subrlitted environmental sustairrability audit report on contpliauce with EMCA-

1 999 by 3Oth SePteniber 2076.
6) S u b rni tte d innual work plan to the parent ministry'

7) Implemented Government policy on affirnrative action for persons

with Disability.

KLDC Board commits to implement internal control mechanisms in line with the Ethics and

Anti;Corruption Comn"rission Act No. 22 of 2071' andleadership and integrity Act of 201'2

KEY PROJECTS AND INYESTMENT DECISIONS THE ENTITY IS PLANMNG/ IMPTEMENTING

Kenya Leather Park

The Ministry of Industry,Trade and, Cooperatives, through.the Kenya lnather Development

Council (rioc), 
'i;--p;l;;;ship 

with the rxpoit Processing. ?ol": Authoritv (EPZA), is

developing Kenya,s iirst Leather Park (KLPI at Kinanie, Machakos 
. 
County, to boost

productioil. The KLp is set up on a soo-acre plot and.will consist of various industries and

services to promote the growih of the leather sector in the country.

The Governrnent funds the Leather park. Consequently, reduction of the budget allocated f.or

the project has greatly affected long term plannfng. Work on the facility is ongoing.
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Kariokor Common Man ufacturing Faci lity

The Kariokol rrrarket whictr houses over 200 stalls and over 6000 MSMEs, has been irt
existepce tbr clccac'les as a hurb of ntartufhctulirrg activities witlr MSMEs specializing in
proclgction of a wicle array of' tbotwear atrd otlter itents ,.ttn6. frolll rall:(e of tttate'rials

inclurcling leather. Kariokor shoe cluster is being upgraded by KLDC, cottstrttcticrtr of a .go-
clowrr by Nairobi Cor.rnty Goverrurrent with tlte aiut of transtbrntitrg the tltarket into a

conrpetiiive leather ploducts nranufactnling htrb through the establislttttent of a Cotttrltotr

Mariufacturing Facility is on.goin.g. The up.grade will restrlt in inrprovirtg the produrction in
ter.nrs of quality and quantity. The MSME cluster trpgrading is 100% tirnded by the

Govelnrnent. The ntachitles lbl the tacility have lreett procttred.

tlpgrading of Training and Production Centre for Shoe Industry OPCSD

I'PCSI is a training institute designcd to strpport the dc'veloplllellt of the leather scctor
t[r,oLrgh skills cleveiopllleltt. To achieve the objc'ctive.s, it should be well equipped iu.tertlts ot'

hupran resorlrce ancl nrachinery. The Council ltas procrtred trtodertt leather tttaurtfactttritt.g
eqtiiprnent and nrachinery to enhance capacity building and of'f'er col1u1lon nranut'itctttritrll
tatilities to MSMEs. The outcoure ot this eftbrt is to create etttploytttetrt attd itrtpt'ove ttticro-
cconornic stability fbr citizc'rrs. The urpgrade is fully firnded by the Govertttrtetrt.

Switch Africa Green Pro.fuct

This is a two-year project funded by the Europeatr Llrtiorr directly (ELI) thlotrgh the Lhited
Natiops Environnrc.nt (LINE) and Llnited Nations Otfice tbr l'roject Set'vices (UNOPS). The airlr
ot' the project is to suptrrcrt six (6) Al'ricarr Countlies to achieve sttstaittable dcvelopntent by
eng,aging irr tmnsitiorr tc-rwards all inclusive Sreell ecollotlly, basc'd ol1 Strstainable
C-onsunrptiorr and Production patteuts while generating gt'owth, creatittg decettt jobs arrd

reducing poverty. The project is intplenrented by KLttC in collaboratiort with CL)MESA/LLPI.
In achieving these objectives, KLDC will tbcus otr stakeholdcr.s ttetworking alllollS MSMEs
through clustelirrg and providitr2; theltt witlt rtecessary skills.

Replication of Kariokor Common Manufacturing Model in the Counfies

KLDC intends to replicate the Kariokor Cortttttott Manufacturing ntodel to Nakurtt, Malirtdi,
Eldoret, Kisurrru, Melur atrd Mrtratrg'a.

Ma.ior Risks/challerlges Facing the Entity

KLDC nray be insut'ficiently prepared to tnauage the tttajor lisks. whiclt ntay firce the

r'rrganizations. Soure of the nta.ior risks thcing KLDC are;

I) t3udget reductiott durin5i Suppletttetrtary bLtdget process.
2) Insufticient l'undiug.
3) Lack of srrfficient hunurt re sollrce.
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3) 'l'he existin.g re2Eulatory fraurewc'rrk (KLDC legal notice) lacks sr"rfficient errflrrcenrent
backin11.

KLDC Matra2lelttent is doing everything pt-rssible to inrplove the Council's ability to dcal witfu
existing risks/challenSes tltrou2;h appropliate risk rllallagellrent plocesses.

tx. CORPORATE SOCIAL RESPONSIBILITY (CSR) UNDERTAKEN BY KIDC
Drrring the FY 20l6/17, KLDC has beett involved irr the fbllowin.g Corporitte Social
Responsibility activities: -

Encouraging resource efficiency and waste management in production of leather
articles from offcuts;-

KLDC ltas uudet'take n this through its engagcnrent in the Switch Africa Green f'rojcct a
two (2) year project aittted at protttoting green plactices across various scctor.s irr
Kettya. Specifically, through this Project, KI,DC en.ga11ed 40 entelprises dlawn fl'our six
(6) counties natttely; Kisuutu, Eldolet, Nyeri, Kianrbu, Nakuur and Nairobi. The MSMEs
wet'e taketr thlough itttetrsive tlaining on how they could utilize leathel otf cuts
(previously cliscarded as waste) in production o1'quality leather artifhcts fbr salc. As
suclt, through the trainirrg MSMEs have been able to reclainr leathel ot'fcuts arrd use
thrs rnaterial in prodtrction of itenrs strch as; kcy holders, sandals, do.g collars, alllotlli
others.

Cottsequctttly, the irrrpact on thc cnvironnrerrt fronr waste leather otfcuts lras
significantly reduced as MSMEs have reported recycling of' ovcr 1,000 Kilo.gr.'at1ts r)f
leathcr oft'cr-rts thereby reducirrg negative inrpact orr thc errvirounrerrt.

ii. Relocation to spacious offices with adequate facilities for staff and stakeholders - KLDC
relocated to a new spacious office situated at CPA Cortcr', 5rl, l'loor (Thika Road.
Nairobi). l'lte trew ot'fice space is expansive crcating sutticierrt roonr fbr opelations by
tlte Couttcil's staff ils well as plovidin.g adeqtrate facilities fbr use by statt and
stakeholders ot' KLDC.
Furthcr, tlte KLDC Boat'clrooul llow provides a conrfbrtable and adeqLratc nrcetirrg spacc
tbr the stalf and stakeholders of the Council incluciing; Kenya Tanners Association.
Footwear and Leather goods Manulacture rs. In doing this, the Council has lesponded to
the tteeds of its staff thereby providing adequate space and facilities fbr the rrorrnal day
today work. Also, KLDC ltas rcsportded to the needs of its stakc'holdels by providing free
space wheleirr thcy can hold rrreetings.

iii. Training of Artisans - In partnership with CC)MESA/Leather ar.rd Lcather Products
Irrstitute through the Switch Atlica ('h'een Ploject, KLDC has trained 60 MSMEs on
vat'ious busiuess aspects aituc'd at irtrproving the quality and corrrpetitiveness of' their'
ploducts. A total of six (6) trainings were corrducted during the FY 2016/.17 al no cost
to the benet'iciaries. The skills learnt havc' created inrnrense inrpact on the businesscs ot
bcnel'iciary MSMEs resulting in better quality products and increased access to nrarkets.
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)t REPORT OF THE BOARD OF THE COUNCIL

The Board of the Council subrnits its annual report together with the unaudited financial
statements for the year endedJune 30, ZQTT rwhich shows the state of the Council's affairs.

Principal activities i
While the management carries out the day-to-d,ay activities of the Council, the Board -of
Council is respo[sible for the policy direction and evaluation of the activities through the

various commiftees and Board apptovals.

Results

The results of the Council for the year endedJune 30, 201'7 are set out on page 1' to 31,

The Council

The Appointment of the Council is in accordance to Section 4 of The Kenya leather

Development Council Order, 201' 1,.

Auditors

The
the

Auditor General is responsible for the statutory audrt of the Council in accordance with
16(2) of the Kenya Leather Development Council Order, 2011'.

BoardChairman

Date: ........

a
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x. STATEMXNT OF THE COUNCIL,S RESPONSIBILITIES

Section 81 of the Public Finance Managenrel, o.r, 2072 .and,section 13r 74r 7s,76,1T and 1,8
of The Kenya Leather Development Council Order, 2077, requires the Directors to prepare
financial statements in respect of the Council, which gives a true and fair view of the of the
Council at the end of the financi al year / period and the operating results of the Council for that
year/pefiod. The Council is also required to ensure thatit keeps proper accounting records,
which disclose with reasonable accuracy its financial position, The Board of the Council is also
responsible for safeguarding the assets of the Council.

The Directors responsibilities include: -

(i) Maintaining adequate financial n'Lanagement arcangements 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 Councill

(iiil Designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial staternents, and ensuring that they
are free from material misstatements, whether due to error or fraud;

(iv) Safeguarding the assets of the Council;
(v) Selecting and applyrrtg appropriate accounting policies;and
(vi) Making accounting estimates that arc reasonable in the circumstances.

The Directors accepts responsibility for the Council's financial statements, which have been
prepared using app,*opriate accounting policies supported by rcasonable and prudent
judgenrents and estimates, in conformity with International Public-Sector Accounting Standards
(IPSAS), and in the manner required by the Public Finance Management (PFM) Aci, ZO|Z and
the State Corporations Act. The Council believes its financial statements give a true and fair view
of the state of its transactions during the financi al year ended June 30, 2077 , and of the financial
position as at that date.The Council further confirms the conrpleteness of the accounting records
ntaintained, which havebeen relied upon in the preparation of the financial statements as well
as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Council to indicate that the Council will not rcmain a
going cbncern for at least the next twelve months from the date of this statement.

Appoual of the Financial Statements

The entity's financial statements were approvedby the Board on 17 and signed
behalf by:

xvilt
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR.GENERAL
REPORT OF THE AUDITOR.GENERAL ON KENYA LEATHER DEVELOPMENT
COUNCIL FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya Leather Development
Council set out on pages 1 to 28, which comprise the statement of financial position as at
30 June 2017, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kenya Leather Development Council as at 30 June 2017,
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
Kenya Leather Development Council Order, 2011.

ln addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis for Qualified Opinion section of my report, based on the procedures
performed, I confirm that nothing has come to my attention to cause me to believe that
public money has not been applied laMully and in an effective way.

Basis for Qualified Opinion

1. Property, Plantand Equipment

As reported in the previous year, the property, plant and equipment balance of
Kshs.184,502,012 as at 30 June 2017 excludes an undetermined value of land and other
assorted equipment which the Council acquired from Kenya lndustrial Research and
Development lnstitute (KlRDl) at the time of handing over of Training and Development
Centre for the Shoe lndustry (TPCSI) in Thika. Some of these assets were bought at the
inception of the Centre in 1994 and earlier years and are operational while others are
dysfunctional and obsolete. The handing over report did not disclose the values of these
equipment. ln addition, the following were observed;

i) The Centre was initially managed by a Board of Trustees who transferred it to the then
Ministry of lndustrialization in 2011. Subsequently, the Ministry handed over the
management of the Centre to KIRDI who undertook management of the facility until

Rcport o/'the .4uditor-Generul on the Finunc'iul Stutemcnts ol Ke nyu Leuther Dcvelttpmcnl ('ounc'il jbr the y'eur ended
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18 November 2015 when it was handed over to the Kenya Leather Development
Council (KLDC).

ii) According to the handing over report, the Thika Centre sits on 0.1096 hectare (0.271

acre) of land, LR No. 495312317 and registered in the land title registry as l.R 4050614
as per Trustee Deed made on 25 February, 1994 and certificate of title issued on 25
April 1996. The whereabouts of the title could, however not be established and
therefore ownership of the land could not be confirmed and, further, no valuation
report for the parcel of land was availed for audit review.

2. Management of a Contract

As reported in 201512016, the Council entered into a contract with local company for the
supply, delivery, installation and training of footwear and leather goods manufacturing
equipment at a total cost of Kshs.83,038,539. Although the management has indicated
that there was a concept paper as well as a Memorandum of Understanding (MOU) on
that project, no evidence was availed for audit review on the number, nature of machines
and location where they were to be installed. Further, a deposit equivalent to 2Oo/o (or
Kshs.16,607,708) of the contract value was paid to the supplier in 201512016.

During the financial year under review, the Council paid a further Kshs.S9,787,745 to the
supplier before the equipment were installed, commissioned and training of users
contrary to the terms in the signed contract. lnformation available indicates that the
machines were eventually delivered and kept at the Council premises but have not been
installed, tested and put to the intended purposes.

Consequently, the propriety and validity of the payment amounting to Kshs.76,395,453.00
could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kenya Leather Development Council in
accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Key Audit Matters

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

the Basis for Qualified Opinion and Other Matter sections of my report, there were no Key
Audit Matters to report in the year under review.

Other Matter

1. Staff Shortage

As was reported in the previous year, the Council has been relying on staff members
deployed from the parent Ministry with the exception of the Chief Executive Officer.

Reprt o/'the .4uditot'-Gencrul on the Finunciul Stutenrents of. Kenyu Le ulher Devlopment Counc'il .litr thc !'eur ended
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Although the Board has put a strong justification to the parent Ministry to enable it employ
its own staff, nothing appears to have been achieved during the year under review.
Consequently, the Council does not have full control of staff members, a situation that
has hampered the service delivery and execution of its mandate. lt is however noted that
the National Treasury has seconded an internal auditor as well as two accountants to
enhance accountability in the Council's operations.

2. Memorandum of Understanding (MOU)

The Council entered into a Memorandum of Understanding (MOU) with the Export
Processing Zones Authority (EPZA) on 8 December 2015 for the establishment of a
leather industrial park in Machakos County. The MOU provided that the park was to be
built on a portion of plot LR NO.23961 measuring 301.1 ha belonging to EPZA located at
Kinanie. However, the actual acreage of the land to be alienated for the purpose was not
indicated and the MOU did not outline the specific roles to be performed by each party
and the agreed time frame. The manner in which the park was to be managed and the
revenues that are expected to be generated therefrom and how those would be shared
were not defined. ln addition, it was not clear which of the two institutions was to
incorporate in its books the operations and the ownership of the industrial park.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis)l and for such 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.

ln preparing the financial statements, management is responsible for assessing the
Council's ability to continue sustaining services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless the
management intends to have the Council cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2415.

Those charged with governance are responsible for overseeing the Council's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

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

Rcport ri'the Auditot'-Generul on lhe Financ'iul SlLttemenls ol Kenyl Leuthcr Developmenl Counc'il lbr the veur cndcd
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always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

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

a

a Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Council's internal control.

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 Council's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Council to
cease to continue to sustain its services.

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 lnstitute to express an opinion on the financial statements.

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

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

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

Rcytrt ol the,luclitot'-Gencrul on thc Ftnunc'iul Slutcntcnls ol Kenyu l,euther Dcvlopment ('ounc'il lbr lhc vcctr enclad
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and other fnatters
where applcable,

that reasonably be thought to bear on my independen@, and
safeguards.

R. O. ko, CBS

the Financial Statements ofKenya Leather Development Councilfor the year ended
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Nalrobi

09 August&ta

Report ofthe
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STATEMENT OF RNANCIAL PERFORMANCE fOR THE YEAR ENDED 3OJUNE 2077

201,6-201,7

KShs

201s-2016(R)

IGhs

2015-2016(A\

KshNote

4(b)Revenues from non-exchange transachons

Recurrent

Developttteut

UNOPS

Other income from exchange transactions

TPCSI

Total revenue

Expenses

Enrployee Costs

Remu neration of Directors

UNL)PS

Depreciation of Plant, Property atrd Equiprnent

Contracted Services

General Expenses

Research

Auctit Fees Provision

Total expenses

Deficit for the period

2 135,600,000

75,789,1118

61370,747

177,7OO,065

7,047,O27

1.18,741,092

15,785,000

25o,oo0,ooo

3,897,007

26916821007

15,785,000

250,000,000

3,897,007

269,682,007
.1

439,,506

270,121,51.3

439,506

270,121F13

4

5

27,765,360

9,968,0O2

4,777,25i\

36,143,953

21,,2148,914

t40,662,948

124,556,43O

(5,815,338)

17,391,274

5,306,715

3,897,OO7

29,237,247

23,633,O90

56,286

464,OOO

79,979,559

1.9O,1,*Lr954

17,391,21.4

5,3106,71 5

3,897,007

12,805,774

23,633,090

464,000

63,554p86

206,567 1427

6

7

8

L



KENYA LEATHER DEVELOPMENT COUNCIL
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)ur. STATEMENT OF FINANCIAL POSITION AS AT SOJLTNE 201.7

t
Note 2076-201,7

KshsAssets

Current assets

Cash and cash equivalents

Salary Advance

Inventories

Prepayments

Suspense

Total Current Assets

Non-Current Assets

Property, Plant and Equipment r

Intangible Assets

Total Non - Cunent Assets

Total assets

Liabilities

Curtent Liabilities

Trade and other payables from non-exchange transactions

Total Current Liabilities

Non- Current Liabilities

Capital Fund

Retained Earnings

Accumulated Surplus/Deficit

Equity/Capital

Total Non-Current liabilities

Total net assets and liabilities

I 85,923,'167

28,367

2,371,937

388,147,892

47614711357

784,502,O12

79,83O,749

2O4,332,761

680,804,119

2018051947

20r8O51947

457,270,682

208,602,827

(5,815,338)

659,998,17I

680,804,1I8

2075-201.6

Kshs

786,306,342

435,747

1,999,668

1OO,466

18817321223

37,947,727

33,000

37,9801727

2261712r95O

6,265,600

61265,600

596,304

29,709,O92

79O1147,954

2201447,sfi

2261712r95O

10
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t

r2K-t-----to----:-:------ be signed onbehalf of theThe Financial Statements set out on pages ---
Board of Directors by:

srsn------S\'---"'")" d{ttrxlroate--2sl

Dr. lssack M. Noor PhD.
Chief executive officer

Titus K.lbul
Chairman of the Board

Gladys N. Mwangi
Head of Finance
ICPAK Member No: 11120
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xIV STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30JUNE 201.7
Reserves

Balance as at'I..lulY 2015

Surrplus/ fbr the period

Balance as at 30 JTINE 2016

Deficit for the period

Revaluation

Capital Fund ( Net increase)

Balance as at SOJUNE 2017

Retained Earnings

Kshs

29,709,O92

I90,14 1,.954

219,8511046

(5,815,1338)

il 1,248.219)

202,787,489

CapitalFund

Kshs

596,3O4

596,304

(596,1104)

457,21,O,()82

457,21O,682

Total

Kshs

130,3o5,396

190,141,954

22o,447.,35O

(5,815,338)

(11,844,523)

457,210,682

659,9981171

NB: Revaluation of retained eamings of Kshs. 29,709,092.0O and Capital Fund of Ksh.

596,904 was necessary due to overstated profits resulting frout the inclusion of Economic

Stirrrulus Prograrrrme funcls which were not renritted to the Council's Bank Account held at

KCB Sarit Celtre but was accourrted irr the statentent of cotrrprehensive income dtrring

2012/2013 FY. The ESP expenditure was contmitted and accounted for by the Parent Ministry
of Livestock at that tinre.
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xv. STATEMENT OF CASH FLOWS AS AT SOJUNE 2077

201,6-2077
KShs

Cash flows from operating activities

Receipts

Goveurrrreut grarrts
Other inconre:
I'PCSI (Training and Production Cerrtle
-Shoes Indrrstly)

tINOI'S Plc-r.iect

Payments
Enrployces Costs
LINITPS Project
Boalds and Conurrittee
Consultancy
tlcrtcral Expenses
t)thel paynrc.nts
Resealclr
Iuverrtolies
Atrdit Fces f'rovisir-rn
Totals- ['ayurents
Net cash flows from operating
acfivities

Cash flows from investing activities

Pulchase r-rl' property, plaltt, equiprrrent
& intangilrle assets
Net cash flows used in investing
activities

Net Increase/ (Decrease) in Cash and
Cash Equivalents
Cash and Cash Equivalent lstJuly

Cash and cash equivalents at end of the
Yeat

2
3

568,600,000

1,O41,O27
L),310,7 47

575,951,,774

2 I.765,359
4,777,253
9,969,002

21,239,914
130,662,949

388,1 47 ,892

(2,i171,9lt7)

474,1881437

1O77763'343

Q02,226,sia1)

(2O2,226,537\

(100,463,188 )

1ti6,:306.1342

85,843,154

2015-2016
KShs

265,785,000

4.',9.506
3,.397,007

27O,121,573

I 7,3,91 ,214
3,,897.007
5,1106,715

213,058,909

56,28t1
(435,7 47)

464,000
49,738,283

22O1383r23O

(34,076,888)

(34,O76,888)

-1.86r3O6,342

186,3O6,342

4

5
7
8
o7

11
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XVI.

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS (SEE APPENDIX

1 ATTACHED)

XVII. NOTES TO THE FINANCIAT STATEMENTS

1. General Information

KLDC is established by and derives its authority and accountability from State Corporations Act (CAP446,

Legal Notice No.114 of 9'h September 201.11. The entity is wholly owned by the Government of Kenya

and domiciled in Kenya. The entity's principal activity is advice the Minster and Government of Kenya on

National strategies and policy with respect to the leather industry.

2. Statement of compliance and basis of preparation - IPSAS 1

T[e Council's financial stateurents have been plcparecl in accot'datlce with and cclnrply with

Intenratiorral Public-Sector Accourrtirrg Standards (IPSAS). The financial statetrtents are

pr.esented in Kenya shillings, which is the functiottal and rc'portitt.g cttt'retrcy of the Cotrncil.

The accounting policies have been consistently applied to all the years preseuted.

The financial statenrents have been prepalecl based on historical cost, utrless stated otlterwise.

The cash tlow staterrrent is prepaled usirrg the direct rttethod. 'flte t'inancial statetttettts arc

plepared on accrual basis.

3. Summary of significant accounting policies

a) REVENUE RECOGMTION

i) REVINUE FROM NON-EXCHANGE TRANSACTIONS - IPSAS 23

Government and Donor Funding
'l'he Couucil recognizes leverlucs fi'our Goventutettt altd dottttt's wlte tt the evetrt occtlrs arrd the

asset recognition cliteria are nlet. To the extent that tltere is a related condition attached that
wcxrld give risc to a tiability to repay the antount, def'erred itrcottte is recolqrtized itrstead of
revellue. Othel uon-exchallge reverllres are lecognized wtten it is probable that tlte ftrtule
econorrric be nefits or servicc potential associated with the asset will flow to tlte Coutrcil ancl the

fair value of the asset catr be tneasut'ed reliably.

'fhc Courrcil received total revenues o1'Kshs. 568,600,000.00 out wltich Kshs. 513l'r,000,000.00

was fbr clevelopnrellt vote. Orrt ot' this developtttetrt tuuds att atrtouttt of Kshs. 75,789,318 was

appoltiorred tr-r Financial Perlbl'nrallcc: Statentctrt to cater tbr: opc'ratiotts. The bitlattce of
I(slrs.457, 21O,682.00 was transf'erred to Capital Fund as shown in the Statcttteut of Chan.ges

in Net Assets.
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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

Transfers from other government entities
Rcvettttes t'r'otn ttott-excltatrge tt'ansactions with other cliovel'lllltcnt entities Al'L' nleasured at tail
value attd recognized ott obtaining corrtlol of the assct (cash, goocls, services anrl ploperly) if
the transt'er is free frotn conditions and it is probablc that the econonric bcncfits or selvicc
potential rclatecl to the asset will t'low to the Council arrd can bc nreasured reliably.

ii) Revenue From Exchange Transactions
'l'he Ctruttcil rc'cognizcs revetlLre frotrt trairting services at'fraining and ['roduction Centrc
lbr Shoes Irrdustry.

b) Budget inforrnation - IPSAS 24
I'hc attttual budget is prepared ott the accrual basi.s, that is, all planned costs arrcl inconre ale
pt'esetrted in a single statetrtettt to detelnline the needs of the Council. As a restrlt ot' the
adoption of the accrrral basis tbr burdgetirrg purposcs? there are no basis. tinring or Courrcil
diti'erc'trces that wottld t'ecluire rcconciliatiotr between the actual ccrnrparable anrounts and the
atttotttrts pre'setrted as a scpltrate additional firrartcial statenrent rn the stateurent of cornpalison
of bud.get and actual Anrc-rrrnts.

c) Exemption from Corporation Tax - IAS 12

Current income tax

Tltc Council is exerrrptcd t'rottt the payntent of corporatiorr tax as stipulated in para.graph
219(3) of tlte P[-M act of 201S.Howevet'the Courrcil conrplies with all othcl statutory
c'rbligation.s.

Deferred tax

Dcl'erred tax is provided usirtg the liability nrethocl on tellrporary dift'elences betweerr the tax
lrasc's of assets and Iiabilities anci thcir carryinpq anrounts lbr financial leporting purpc'rses at the
reporting date.

Dct'elrcd tax liabilities al'e t'ecogtrized fbr all taxable tenrpolary diflerences, exccpl in lespect
of taxablc' tetupolary ditl'erences associatcd with investnrents in contlolled entities, associates
attd ittterest.s in .ioint ventut'es, when the tinring of the reversal of the tonporary ditfcre rrces

can be contlollcd and it is probable that the tcnrporary ditferences will not revcrse in the
fbreseeable future.

t)ct'elred tax assets al'c reco(gllizcd fbr all cleductible tenrpolary differcnces, the carl'y fblward
of uttused tax crcdils and any unused tax losses. Det'elrcd tax asscts arc recoglliz.cd to the
cxtcnt that it is probable that taxable protit will bc' available against which the deductible
lcrtrporary di1'f'erences, and tlte carry fbrward ot' unused tax credits arrd trnuse.d tax losscs carr
be utilized. except in respect of deductiLrle tenrporary diffbrences associated with iuvestrnents
itt cotttrolled entities, associates aud intc'rests in .joint verltru'es, del'en'ed tax assets are
recogttized only tc-r tlte extetrt that it is probable that the terrrporary diltbrences will revelse irr

7



I(ENYA LEATHER DEVELOPM ENT COU NCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

the fbr.eseeable future and taxable profit will Lre available against which the tetnporary

differences carr be utilized.

The carrying anrount of def'erred tax assets is revic'wec'l at eaclt reportin.g ciate attd redttced to

thc. extent that it is rio longer plobable that sufficierrt taxable profit will be available to allow
all or part of thc def'erred tax asset to be utilized. Llurecogtrized dcf'elreci tax assets are re-

assessed at each leporting date and are recogllized to tlte exlettt that it has becottte probable

that futLrre taxable profits will allow the det'erred tax asset to Lre recovered.

Del'errcd tax assets and liabilities ale nreasuled at the tax rates that are expected to apply irt the

yc.ar wherr the a.sset is realized ol the lialrility is settled, based otr tax lates (and tax laws) lltat

have beerr euactcd or substatrtively enacted tlt the repoltiui; date.

Det'erred tax relatin5l to itenrs recognizecl outsidc surplus or det'icit is recogtrized otrtside

surplus or deficit.

Dct'crred tax iteurs are recognized in correlatiott to tltc underlying trattsilctiott itt ttet assets.

Def'en'ed tzrx assets and def'erred tax liabilities are ot'tset if a legally entbrccable rilqht c'xists to

set off curlerrt tax assets against curlerrt incottte tax liabilities attd the def'elred taxes relate tt-r

the sante taxable Council and the satrte laxation authority.

d) Operafing lease - IPSAS 13:44

The Council has a six (6) years lease with CPA Cc'ntre wlieleby we al'e paying retrt otr ciuarterly

basis. The rights ol ownership havc not bec-n convcyed to the Kettya Lcathcr Developntctrt

Council.

e) Properfy, Plant and Equipment - IPSAS 17

All Property, Plant and Eqiripnrent are stated at cost less accuutulated depreciatiott atrd

inrpainrrent losses. Cost includes expenditure that is directly attribLrtable to tlte acquisitiotr ol'

the items. Whcn significant parts ot' Property, Plant and Equipntent are required to be replaced

at intervals, the Coutlcil recognizes such parts as individtral assets with specit'ic useful lives artd

depreciates thenr accorc'lingly. Likewise, when a nr4jol irtspc'ctiort is pertblnred, its cost is

recognized in the carryin.g arnount of the Plartt and Equiprnent as a replacentetrt if tlte

lecognition criteria are satisfiecl. All othel repair and nraintellance costs at'e recognized in
surrplus or det'icit as incun'ed. Wherc an asset is acquired itt a uotr-c'xcharrge trattsactioti tbr Iril
or nonrirral considelation the asset is initially nreasured at its fair value. The Couttcil adopts a

straight-lirre depreciation policy as tbllows;

Motor Vehicles

Ciorrtputers

Furniture, Fittings arrd Equipntent

Plarrt arrd Macltirtery

0 Leases - IPSAS 13

25o/o

'J,0%

12.5%

JJ.L)7]
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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

['ittattce lc'ases are leases that trattsf'cl substantially all the risks and benefits inciclental tc-r

owtterslrip rrf the leased itettt to the Council. Assets helc'l under a finance lease are capitalizcd at
ttte cotrttuettcenrclrt of the lease at thc tirir valrre of the leasecl property or., if lower, al thc
pt'esettt valtte of the ftttttt'e rttininrunr lease paynrents. TIre Council also lecognrzes thc
associatcd leasc liability at the ittceptiou of the lease.l'he liability lecognized is nrcasured as the
present valttc ot'the ftttrtle ntiniruunr leasc paynrents at irritial recognition.

Stlbsequettt to initial tecognitiort, lease paynrents arc apportioned bctweerr firrirnce charges ancl
t'c'cittctiott ol'tltc lease liabilitv to aclticve a cc'rrtstitnt latc'of intelcst t-rn the rcnrairring balance of
thc liability. Fittattce chatgc's al'e recoSrlized as I'inarrce costs irr surplus or.delicit.

Atr asst't held trndel a fitrattce lease is deplcciatecl over the usefirl lif'e of thc asset. I-lowever, if
there is I1o I'easoltable certainty that the Cc'rurtcil will obtairr owncrslrip ot the asset by the errd
of the leasc terttt, the asset is deplcciatecl over the sholter of the estinrated usc.ful lif'e of the
asset and thc lease ternr.

t)perating leases at'e leases tltat do not trarrsf'e r substantiully all the risks and beneflts incirlcntal
to c'rrvttcrship ol'the leased itettt to tlte Courrcil. Operating leasc' payrrrcnts al'e recogltized as arr

opelating expensc itr surplus or det'icit on a stlaight-line lrasis over the lease terru.

d Financial Risk Management - IPSAS 30

The ultirrtalc rcsponsibility tirl licluiclity risk rnanagcrrrcnt rcsts with the Boald to the Council,
who ltave built an appropliate tiquidity risk rrrarra.gcnrent frarncwork fbl thc. nranagerrrort of
the ctttity's short artcl tttediuttt ternr liquidity nranagerrrcnt lequirerrrents. l'hc' Council nranagcs
liquidily risk throtrgh cltralterly ancl annual nronitoring ot' lorccasts ancl actual cash f'lows.
Insufficiertt lrtrdgetaly allocatious are a nr4jol risk as lial-rilitics will not be settlec'l as scheduled.

The surnrrrary below lepresc'nts cash llows payable by thc colllpilny

110.6.17(Kshs) :10.6.201 6(Kshs)

'l'r'acle payables 20.805.947

h) Intangible assets-IPSAS 31

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
itsscts accluircd in a nou-excltange transaction is theil firir value at the datc ol'the exchanllc.
Followinll initial rect-rgrtition, intangible assets zrre carried at cc'rst less any accunrulatcd
atttot'tizatiott anci accutttulated iutpait'ntertt losses. Intcrnally 3enerated irrtangi[:lc asscts,
cxcltrc'ling capilalized developnrent costs, arc uot capitalized and experrcliturc is rcflectcd in
surplus or delicit in thc periocl in which thc expenditure is incr.rlred. The trset'ul lit'e ot' thc
intan.gible itssets is tinite iltrd intaugiblc asscts ale deprcciatcd at 25% pcr allllull'l orr straight-
line basis. Thc' intartgible asset reco.gnized in the Councils books relate to accounting software .

i) Research and Development costs

6.265.600
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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

'fhe Council expenses research costs as incurrc'd. Dcveloptttertt costs on an individtral ploiect
are recoSnized as irrtangible assets when the Courtcil can derttortstrate:

rThe technical t'easibility of conrpletin.g the asset so that the asset will be available fbr use

or sale

z lts intention to conrplete and its ability to nse or sell the asset

,z How the asset will genelate future e'corronric benefits or service potential

zThe availability of resources to conrplete the itsset

rThe ability to ureasure lcliably the expenditure during developtttetrt

j) Financial instruments - IPSAS 29

Financial assets

Initial recognition and measurement
Financial assets within thc' scope of IPSAS 29 Financial Instnutrents: Recognition aud

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

and receivables, held-to-nraturity investnrents or available-lbr-sale financial Assets, as

appropriate. The Council detennirres the classit'ication of its t'inancial assets at initial
recognition.

loans and receivables
[,r)Alls and receivables are non-delivative I'inattcial assets with fixed ol detertttinable paynretrts

that are not quoted in an active nrarket. At'tel initial rtteasurenrent, such t'inancial as.sets ale
subsequently nreasured at anrortized cost rtsirt.g the effbctive interest ntethod, less irtrpainrterrt.
Anrortized cost is calculated by takin.g into account arty discount ol prenriunl ol1 .tcquisition
and t'ees or costs that are an intelqral part ot' the et'f'ective interest rate. Losses alising fronr
irnpailnrerrt ale reco.grrized in the surplus or deficit.

Held-to-mafirity
Non-derivative tirtartcial assets with fixecl ol cleterrrtirtable paynrcnts and fixed rrraturities are
classified as held to nratru'ity rvhen the Council has the positive intention and ability to lrold it
to nraturity. Aftel initial rneasurerrrent, held-to-nraturity investnrents are nreasured al
anrortized cost using the effective irrterest nrethod, lc'ss inrpairnrent. Anrortized cost is

calctrlated by taking into acct'runt any discorrnt or prerniunr on acquisition and l'ees or costs

that are art intc'gral palt of the effective interest rate. The losses arising fronr inrpailnrent ale
recognized in surplus or deficit.

Impairment of financial assets

Tlre Council assesses at each lepolting date whether there is objective evidence thata firrarrcial
asset ot' the Council is irrrpaired. A finaucial asset ot' the Council is deenred to be irrrpairccl if,
and only it, tltere is objective eviderrce of irnpainuerrt as a lesult ot'one or rllore events that has

occulred atter the initial recognition ot thc assct (an irrcurred 'loss evort') and that loss event

10
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

Itas an inrpact orr the estintilted fulure cash flows of thc financial asset or the Cotrncil of
finarrcial assets that can be reliably estinrated. Eviderrce of inrpailnrent nriry include thc
tbllowing irrciicators:

z 'fhe clebtors ol'the Council are expeliencin.g silgnificant tinancial ditticulty

/ Dctault or dclinqurency in irtterest or plincipal payrnerrts

r The probability that debtors will entel l-rankruptcy or othcl financial reorlganization

/ t)bservablc data indicates a rtteasulable decrease in estinrated future cash l'lows (e.9.

charrgcs in an'ears ol ccollollric conditions that colrelatc- with dcfaults)

Financial Iiabilities

Initial recognition and measurement
finarrcial liabilities withiu the scopc of II'SAS 29 are classit'ied as t'inancial liabilitics at lair
valurc' through surplus or del'icit or loans and bollowirrgs, as appropliate. Thc Council
detennines the classificatiorr of its financial Iialrilities at initial leco.gnition.
All financial liabilitics arc l'ecoSnized initially at fhir valtre and, in the case of loans arld
bollowi n1qs, plus di lec tly attri buta Lrle tla nsac tiort costs.

Ioans and borrowing
Aflcr initial recognitiou, interest bealing loans and borrowings are subsecperrtly nreasurcd ut

anroltized cost rrsirlg the el'l'ective intelest urethoc'|. Clains arrd losses arc recoSnized in surplus
or deficit whcn the Iiabilities are dercco2lnizecl as well as thrr'rugh the efl'ective irttere.st rttethod
aurortizatioll proccss.

Amortization -IPSAS 29.65
Anrclrtizecl cost i.s calculated by consideling arty discount ol plcntiunr on accluisition and t'ecs

t-rr costs that ale an inte.gral palt of the effbctive intcre.st rate. The irrlangible asscts at'e

arrrortizcd at25% ot thc initialcost

k)lnventories - IPSAS 12

Inventc'rly is nreasuretl at cost r"rpon initial recognitiort. 1'o the extent tltat invetttory was

receivcd throu.qh uorr-exchanlqe trarrsactitlns (tbl llo cost or tbr a noutittal cost), tltc' cost ctt tlte
inventory is its tair valuc at the date of acquisitiorr.

Costs inctrrred in bringing each ploc'luct to its preselrt locatiott artd couditious at'c accouutccl
fbr. as fbllows:

r Raw nraterials: purcha.se cosl usirtg the weighted average cost tttethod

/ Finished .goods and work in progress: cost of clirect nraterials arrd labr-rr and a

propc'rrtion of rrrauutacturin.g ovcrheads bascd on tlre nornral opelatirrg capacity, but
exc luding bolrowi tt.g costs

L1,
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

After initial recognition, inventory is nreasured at tlte lowet'of c:ost attd ttet realizable value.

I-lowever', to thc extent that a class ot' inventot'y is distributed or deployed at tto cltatge or fbt'a
nourinal char'.ge, that class of inventory is trteasured at the lower of cost attd curretrt
lcplacentettt ct'rst,

Net realizable value is the estinrated selling price in the ordinary course of operatit-rtts, less tlte

estirnated costs of conrpletiorr and the estinrated costs necessary to Ittake tlte sale, exchallSe, or
distribution.

Inventories are t'ecogltized as al1 expclrse whcn deployed tbr utilization or cottstttttptiort itt the

ordinary course of operatiotts of the Council.

l) Provisions - IPSAS 19

Pr.ovisions are recogtlized when the Council has a prese nt obligation (legal or cotrstructive) as

a result of a past event, it is probable that an outflow tlf lesources etttbociyittg ecouotrtic

benefits or service potential will be required to settle the obligatiotr atrd a reliable estilturte catr

be nrade of tlie anloullt of the obligation.

Where the Ccrurrcil expects sollle ol all of a provision to be reiltrbut'sed, fbr cxatttple, uttder an

insurance contract, the reinrbursclnellt is lecogrtized as a separate asset otrly when tlte
reinrbulsenteIrt is viltuaIly certaitt.

The expense relating to any provision is preserrted in the statetttetrt of firtancial perftrrtttattce

net of any reinrbursertreut.

Contingent liabilities

The Council does llot recogl'rize a corrtingent liability, but disclosc's details of atty coutitr5lettcics
in the notes to the financial statenrerrts, urtless the possibitity of att outflow of rcsources
enrbodying econonric benefits ol service potential is renrote. In the year urrder review tltere
were l1o contirtgent liabilities

Contingent assets

Tlrc Council does llot recoSlize a corrtingent asset, but discloses details of a possible asset

whose existence is contin.gertt otr the (rccurlerlce or l1ol1-occul'rellce of c'rne ol' llrL)re rrnceltairr
future evellts rrot wholly within the corrtrol o1' the Clouncil in the rrotes to the financial
staternents. Corrtingetrt assets ale assessed contitrually to errsure that developtuc'ttts are

appropriately reflected in the financial statcrllcnts. It it has Lreconte vir:tually certairr tltat art

intlow ol econonric benetits or selvice potential will arise and the asset's value can lre

nreasured reliably, the asset ancl the related revellue are recoSllized in the financial stateurents

ot the period in which the change occurs.
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m) Nature and purpose of reserves

'l'lte Cr-rutrcil creates arrd nraintains reserves in ternrs of specific requirenrents.

n) Changes in accounting policies and estimates - IPSAS 3
Thc Coutrcil leco.gnizes tlte eff'ccts of charrges iu accountirrg policy retrospectively. The effects
ol' changes itt acct'rurttirtg policy are applied prostrrcctivcly it' retlcrspective applicatie'rn is
inrplactical.

o)Employee benefits - IPSAS 25

Retirement benefit plans

Defined benefit plans arc post-enrploynrent benefit plans othel than definecl-contributiorr
plans. Thc t'lel'itred benefit futrcis are actualially valued tri-annually t-lr thc projected unit cledit
tttetltod basis. Deficits identified ale recovered thlr-rurgh llrnrp sunr paylllellts or increascd
I'Lrture corrtributiol'ls on proportional basis to all participating enrployers. The contributions
and lunrp sunl paynrents leduce the post-enrploynrent benefit oblilqation.

p) Foreign currency transactions - IPSAS 4

'fransactions in tbreign currcncies are initially accourrted firl at the nrling rate r'rfl exchange orr

thc' datc' o1'the tlansaction. Trade cleditors ol debtors denonrinated in tblei8n clu'r'er1cy are
reportcd at thc- statenrent ol firrancizrl position reportinS; date by applying the c.rchange rate on
that date. txchan.ge differences arising t'ronr the sc'ttlenrc'nt of creditors, or t'ronr the leporting
of creciitr'rrs at rates cliffelent fronr those at which they wele initially lecoldeci duling the
peliod, are recogllized as inconre or expcrlses in the period in which they alise. Cullerrtly thele
a['e r1o fbrc'ign excharrge transactiorrs.

q) Cash and cash equivalents

Cash and cash cquivalents basically cortrprises of cash irr hand and cash at bank and uray

includc' any other itern that nray be readily converted to cash or represents cash. It is the policy
ot the Council to disclose the linancial institutions where such aurournts are lrelcl.

r) Comparative figures

Whcre necc'ssary comparative fi.gures ttrr the previorrs financial year have beerr aurorded or
rcconfi.gulec'l to confbnlr tr) the required changes in presentation.

s) Significant judgments and sources of estimation uncertainfy - IPSAS 1

The prepalation of the Council's finarrcial statenrents in corrfburrity with IPSAS requires
lllallaSerllcrrt to nrake ,iudgnrertts, estirrrates and assrttrtptions that aft'cct thc reported anrounts
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of revellues, expellses, assets, and liabilities, attcl the disclosure ol'coutiugelrt liabilities, at the

errd of the reporting period. However, uncertainty about tltese assutttptions artd estitttates cottld

restrlt irr outconres that require a nraterial ad,iustrnertt to the calrying atttottnt of the asset or

liability alfbcted itt future periocls.

Estimates and assumptions

The key assunrptions collcenrirrg the future atrcl other key sout'ces of estintation uncertainty at

the rc'por.ting date, that have a significant lisk of causirtg a trtaterial adjustntetrt to the cau'yin.g

anrounts of assets and liabilities within tlte next financial year, are described below. The

Council based its assunrptiorrs and estinrates or1 paralrleters available whett the crotrsolidated

Financial staternents wetr prepared. However, existing circurrtstarlces atrd assuttttptions about

tuture developnrents nray charrge due to tttarket changes or circrttrtstatrces arising beyond

Contlol ot the Courrcil. Snch changes are reflected in the assutttptions wltett they occttr (IPSAS

1 .1 40)

Useful lives and residual values

The Lr.seful lives and residual values ot assets are assessed using the tbllowing indicatot's to

infbrnr potential future use attd value frorrr disposal:

a) The condition ot the assct lrased orr the assesslllc'llt of experts elrrployed by the Cottncil

b) The nature ol'the asset, its susceptibility and adaptability to chartges in tecltrtology arrd
processes

c) Availability of tundin.g to replace tlte asset
d) The uature of tlte processes itr wltich tlte asset is deployed
e) C--hartges in the tuarket irt relatic'rtt to tlte assct

Provisions

Provisions were raised and lllanagellrent deterntitred att estillrate based otr the infbrrttation
available. Additional disclosure of these estinrates of provisions is included in Notes. Provisions
are llleAsllred at the nranagerllellt's best estinrate of the expeuditnre required to settle the

obligation at the repolting date, and are discounted to present value wltere the eft'ect is

nraterial.

t) Subsequent events - IPSAS 14

There lrave Lreerr ncr evc.nts subsequerrt to the financial year-end with a sigrrificant irnpact on

the tinancial statenrents fbr the year endedJutie 30, 2017

u) Related pafi transactions -IPSAS 2O

Parties are related it one party has the ability to control the other party or exercise significant
irrfluence over the other pal'ty in nrakirrg finarrcial or operational decisions.
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NO'TTS TO THE FINANCIAL
STATEMENTS

2) Transfers from Ministries,
Dcpartments and Agencies (tunding)
Name of the Entity sending the grant

()t'urtts lltrnr Mirristly o[ lldu.slrV,
'liadc & Coopclittrvcs

'Iotal
ll) Other income
'l'l'('Sl

I INt)l'S I'rricct

lbtal othcr income
4) Employee costs

Sal.rlre .s

Ca.srral Wagcs
In('onlc'l'ax - I'AYL
NSS}'

NIII}'
Ilmployec costs
5) Rcmuneration of dircctors
('ltitilrnan's I Iorrrrlar tlt

I )lr c( lol's cutolunrcnts
Mcdrcal hrsularrcc
Total Director emolumcnts
6) Deprcciation and amortization
cxpcnse
l\rpclly. Plirnt arrti lillll[)llrclll
Ittlitttl4tlrlu a.sscls

Total
Depreciation and amortizafion

7) Contracted services
('on llirt'tcd (iua lrls
Li)llsulIit rlcy ScLvrr'c.s
'fotal contTacted serwices

8) Gencral expenscs
Ncwspapcl Srrlrst'r iprl rorr
'l'clcplronc })xpcnscs
Itrt r'rlirt 'l)'avcl

ulclni rrg & Corrrprrurrrl r\{arntcrr:rnr'c
IIrlc ol ConftLorcc )'acilrly
Catclrrrg l).xpcrrscs
'l'r'a rrtrrtg I)xpcn.scs

llttutl llxllurses
[)ittly Stt[rsrstt'rrcc Alkrrvancc
Illlclncl Connt clrorr
(;cfl cl'irlol' Expcrrsc.s

ll urtinlq rrntl Slalione lrcs

Kshs

Amount
r\ecognized to
Statement of

Comprehensive
Incomc

I il ,tr89,3l ri

I I1,369,318

I ,O-{ I,rr27
G,:\10,7 47

178,741,O92

I 2,(il)lr,(; I tt
-1,707,ri2 l

:t,755,771{

l19l .751t

2l (i,:rgr)

21,765,360

9(;O,Or)0

7,1)l)lt,3rllr
l,rl09,(it)1)
9,969,OO2

'2:),2:\l ,'247
(i,643,250

35,874,499

I,l l',4,1 I.t
2tr,l rr4.tl00
21,238,974

Kshs Kshs Kshs
2017

Amount
rccog,nized

in capital
fund.

Cumulative
transfers to date

Kshs
2016

Actual Audited
Prior Year

2(;5,7ti5,orx]

265,785,OOO

.{3:).50(i

It.tt97,0o7

270,121,513

t7.391:214

17,397,214

-ltio,rx]o
4,ti2G,7 t 5

5,3061715

12,7 0G,7 7 4

9t).0rto

12,8O5,774

325,5 r (;

3,440,0(;5
4l t.(i92

t ,2'2t),7 48
(;22,1)5(')

I ,55Ii,4 5rl
l74,0rl0

I 7,28t)
f )71i,4(il!

Amount
deferred

457,20:), Il{ I

457?27O,282

5(ilt,600,000

56E,600pOO

I,04 I,r127
(;,.,, I 0,74 7

575,351,774

1)4,(;(,;(-)

8r5,03r
1,1)5ll,l2 I

548,5r)4
7 64,217

2,2!7,'.tG2

'i,l{7o,342
t85.(itlo
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Gcuclal t)fTicr' Supplics

Coulic't' & Ibstal Chat'.gcs

Officc Rettt

Motor Vchiclc lttsttt'auce
'l'clcvision Subst' t'iptions
Rcfincd l'uels Ltrbt'icants

Suutlry l)x1tcn.scs

Subscliplion & Mcrnlrct'ship fccs

I1n'chasc of IIrtifbrtns
Rank Char;gcs

Elcctricily

Watcr'
Molol Vchiclc Maittlt'ttancc
Mainlcnancc of l'urttilut'c &
lk1triprrrcttt

Corrrputcr lcpair.s & Acccssot ics

Sct'ulity Scrviccs

I'ublicity & Corttrttunit'atiort
Cr'rnsullancy

Arrtlit tt'c
'fradc Show & Dxltibitiort
Total general expenses

9) Cash and cash equivalents
CrtIIcnt Accottrtl
Cash in Ilaud
Total cash and cash equivalents

1O) Prepayments

Kcuya l,cathe r I'ark ll'oic't't (Clil't')

Kcnya l.calhet'lhlk ( ll'ccast Wall)
Rcfinct'l fucls & Lubricartts
Illtcl'llcl Cortncction
I\,tcdical hlsul'iulcc
Mtrlol Vchicle lusurancc
'l'olal

Financial institution
Kcuya Corttntclcial bank
Sub- total

11) Property, Plant and Equipment -
See separate note
12) INTANGIBTEASSETS

Cost

At beginning of quarter

Adt'litir.rus
At end of quarter

Amortization and impairment
At beginning of quarter
Arnoltizaliou (Soltwalc)

Arut'rll izal ion (l'all itiotts)

3It5,105, t I9
4'.ltl,7:)2
2:)7,(;05
24r),000

1,G95,127

i\70,21t2
388,747fi95

5,092,99It
4(;,91)0

rt,01) I ,94 I
752,25$

r3 t 3,4(;G

55,tt(i6
I Ttl,rlo l

6l,o1ti
9t{,271"

284,(i."5
(;lt I,927

229,600

4(i4,000
I ,ll8lt,05 5

30,662,948

tr5,lt4lt, t 54

tto,o13
85,923,167

85,923,167
85,923,167

t32,0oo

26$40,999
26,572,999

99,OOO

33.rlOO

82,O5rt

1,585
4,176,00t')

361,9.31'
4,OOO

1,48ti,000
5,I:t0

34,255

93,(;(;7

l4(;,48 0
t,o2G,72O

4,5 lO
335,1lt5
942,4)6

2,59(i,5OO

2,167,1t77
4(i4,000
963,:)OO

23,633,O9O

I t3(;,lt0(;,1342

186,306,342

186,30(;,Ii42
186,306,342

132,000

132,000

99,OOO
(;(;,0o0

L6

(;,(i I rl,25O
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

Net Book Value
13) Trade and other payables from
Non -exchange transactions
Trade payables:

Reletttrofl l\,loilrcs
Kcttya Lcalhcr' I'a|k (lutc|ilal Ro:rds
Ncl u,t'rlk I';ryalrlcs)

Arrtll Itc
Total trade and other payables

19,83O,749

15,rr04,347

5,li0l ,(ior')

20,8O5,947

33,000

5,rto I ,(ioo
{ (;4,Ortrr

6,265,600
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11) Property, Plant
and Equipment

Cost

BlF 1/712074

Additions

At l July 2015

Additions

At 30th June 2016

Additions

At end of year - June

20L7

Depreciation and
impairment

BlF 11712075

Additions

30/6/2AL6

B/F 1. July 2076
Depreciation for
20L6

At 30 June 20L7

Net book values

At 30 June 2016

At 30 June 2017

I 1,755,528

4,985,1.t60

16,740,88E

9,5411,(i8rl

26,284,576

1,246,340

4,195,222

4,L85,222

2,385,:'r22

6,571,144

72,555,666

79,713,432

3,9'1,7,114

3r8l71714

(;,lll1ti,I 75

1o,155,289

477,1,39

477,139

792,272

11269,477

3r33grg75

g,gg5,g7g

Computers

Shs

4,3261255

1,833,879

6,1601734

l,8 l I,tttio

7 rg7Z,Ol4

2,044,557

1O,O 16,571

54It,564

2,391,604
2,391,604

(it ll,t1(;7

3rOO4rg71

5,590,410

7,O11,600

Plant and
Equipment

Shs

7(;,139i],452

76,395,452

25,4|.t9,()tt(i

25,439,686

Work In
Progress

Shs

16,47 1,676

16r4711676

tt 1,4(i13,(;(;0

9719351336

16,471,676

97p35,336

Total

Shs

18,018,087

13,7 14,(;ltg

21,7321776

213,2(;tt,g I (i

45pol,692

175,785,532

220,787,224

5,264,061

1,78t),9O4

7,053,965

7p53,965

2].2i1t.247

36,285,212

37,947,727

184,5O2,O12

Motor vehicles
fumiture and
fittings

Shs

17,755,528 7,936,304

1,880,1t I0

Shs

2,938,882 4771139 7'848'O4O

50,955,766

NB: FLrrniture, fittillgs, alld equipnrent were revalued. This because sorlle equiplllent was listed
in PPE while as they lrad been donated to the Counties urrder the Econonric Stinrulus
Pro2gramrrre during 2012 / 1 3 F /Y.

18



Surplus for the year

Add: Depreciation

Cash Flows From Operating Activities

Working Capital Adj ustments

Decrease (lncrease) in prepayments

lncrease (decrease) in Payables

lncrease (decrease) in lnventories

Net Change in Working Capital

Net Cash Flows From OperatingActivities

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

1.4) Related Party Transactions-see Note 5

Directors Remunerations 9,968r0O2

I5) Cash Generated From Operations

DESCRIFTION 20t6-201,7

Kshs

(5,815,3138)

136,141t,9513

301329161,5

386,258,227

14,540,347

1.936,190

402,734,764

4331617 r59O

51306171,5

2075-2076

Kshs

206,567.427

12,805,77 4

2"19fi73,2O1

1,876,046

(825.797)

(i142,842)

7O7,4O7

22O,O8O,608

19
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XIV PROGRESS REPORT ON PRIOR YEAR AUDTT MATTERS (flNANCIAL YEAR 201,6-2017)

The fbllowing is the stunnrary of issues raised by the exterttal auditor, atrd tttatra5letrretrt
conrnrents that were provided to the auditor. We have troutinated fbcal persot'ts to resolve the
various issues as shown below with the associated tittre fratue within which we expect tlte
issues to be resolved.

Time
frame
When The
Issue is

expecled
to be

resolved

Focal
Point
person to
resolve
the issue
(Nante
and
designatio
n)

Status:
(Reslved /
Not
Reslved)

I$uc /
Obrrvatirns front
Auditor

nt Comments
Manageme

Focal

Point
Person to
Resolve

the
Issue(Na
me and
Designati
on)

Status:(
Rerclved/N
ot Resolvcd

Refercnce lrtro. on
thc external audit
neport

I .Property,Plant
and Equipment
'l'hc I\ogtrty,
Plant lnri
litltriprngrl
lralartcc trf Kslts.
58,31)7.882
cxclurlt'
rrrrdc.tclntineci
vulur'ol litttd rtttrl
trl hcr :r ssr'tt'tcd
cquipntc'nt, u,ltich
Ihc Council
:luquircd ftollr
KIRt)l al lhc Iinrc
ol hunding ol'cr'
'l'lt'Sl itt llllXr\.

l. 'ti'aining attd
plrrdrrcl irrr cc nl rc lor'
Shir intltrstry (]'PCI)

u'as iniltrllv m:rnugcd
by lioatd of tt'ustccs

lionl var'ious

slukclroldcls in tlrc
l,r'lrthe| vtrhrc r'lutin.
'l'hc nrinislrv trl'
illdr.rstry llirdc iul(i co-
!)!\ rativCs t(x1k !)vcr
thc c('lrtrt llnd
sr r [r*-qucrrt l]' I ta nclctl

o\tl' ils nlit llll3cnt('llt
[t KIR[)I, rvhic]t wlts
lrv Ihcn thc ouly
a.,4cnc-v in tltc ntinistry
rlcitling with Lt';rthcr
ltitl lcrs. tllxrtr tr':r nsli'r
(il thc K('n,r-a lrillhct
I)cvclopnlcnt C'ourlcil
(KLDC) lo llrc rtltirt
,\'lini.stt'v ot'

indusl rildizat ion antl
Iintclpli*-
[)cvcloplncnl, thc
dail-v lururing of 'l'l'CSI

wts dclc.g:tlcd trr lhc
C(runcil duIin8, thc
hurrdin.q ovcr'
refenlcuy ot' ll.irr,

Nr)\'ctllhkl' 2 I 5.'l'ltc
nrinistlv is culn'rrlly
lollou'in..{ up rrn lll!'
lurrd owrrlship
lrlxllcl s. 'l'hc l:rnri orr

u4rich lhc illstitution
is situatcd is still
lcl4islcrcd rrnrlcr lhc

KI,OC/
Mol'l'& C

Nol
rcsolvcd

Basis tbr
qualitied
opillion

fimefram
e:
(tut E
date when
you
expect thc
issue to bc
reslued)

20



KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

:fertnce No. on
a extcrrul audit
,port

Issue /
Obrnratioru frsm
Auditor

Manageme
nt Comments Iocal

Point
Person to
Resolve

lhc
Issue(Na
me and
Designati
on)

Status :(
Resolved/N
ot Resolved

Time
Frame
When The
Issue is
expccted
to be

resolvcd

Focal
Point
person to
resolve
the issue
(Nante
and
designtio
n)

Status:
(Reslvcd ,/
Not
Reslved)

Timefram
e:(rut a
date when
you
expct the
issue to bc
rcsIved)

Itoxld ol llllslccs rnd
tltc rrwnclship dor's
rrol lrr'lorr3 lo Kl,[)C.
Irt strch

circrrnrsllnccs, lhc
vahlilti(111 could not Ix'
statt'd irt oul firlancixl
slirlcllrdnls.'l'ltc srnrc
lpltlics lo lhc
rluchirrcry:rt thc
Illslilutc sorrrc ol'
which itlt'cady
r.rb5ol('1g.

z. Management of
a contract:'l'he
Couneil cnlcrt'tl
intrl lr colllrlldl
rvitlt u kx'ul
eolllp:rnv lbr lhc
supply, dt'livcry
rund instrtllitt itln ol
lltrlu'cirr arrd
lcathcr gtrtrls
rranu{lcturing
cqttrpntr'nl ls wcll
lus tritinin.q
ler'hniciarrs :ll u

clrsl ol'Ksh.
8tr.0lr8,5ltt).'l'hc-
('ouncil hus nol
luvuilcrl lbl arrclit
tlrc nurnbcr,
natrrrc of
nurclrincs and
locution wht'rc
lllcv wclc t(r [^.^

instlllcrl. l'ullhcr,
rl d!'tr1osit
c(luivirlclll l!)
I01'oof lltc
('olltlnct valuc
rvrs pirici lo lhc
supplicr' lrt firrc
thc tlclivcry antl
lucccplxncc ol thc
nlrclrincs
conllll'-v to s(clioll
I -1(i& l-l7 of thc
lu[rlic

Il is lruc lhill thc
Coullcil !'nte lcd irllo ir
('onlllrc[ with x ld'al
corupuny fil lhc'
supply rlclivcr
irrslulllrtitu ancl
I urining ol lixrtrvcirr'
nrir rrulircturing
eq u i pnrcil I !rlL-l? I ors
at ;l l(rtul cost ol Kshs
rtlr.0lt8,5r"r).'l'hc
Numt'.-r typ*s rurd

lrlxcr whcrc thc
nracltinr'ty wet'c trr [rt'
installcd was agrccrl
L^-Iu'ccr lhc Council
:rnd thc [--ncl iciarics'
(i.cKilriok(rl' slllrt
rntr kels) ltrrd exp-r'ts
at'I'FCSI und tltc
c(rlt llly s,ovcf nnlclll !ll'
Nuirrrbi.'l'his wus
clrpturrd in ruinrrlcs,
which slttll [tt
prtrvidcd in tiuc
cour'*-. l'ltc ildvil llcc
piryln!'r'rt of Kshs
1 (;,(;07.707.ri0
lclclrcd to rvls paicl
ctrring the crrrlorl
(inunt'irtl ycur
2Ol6/20'17 urtd was
nt;tclc as pt'r' lltc
r'\rnl l.ilcl it:1l ecmdrt ils
prrrvidcd in thc pulrlic
plD!'u rcrneIt lnil asst I

l Thc
Council is
still
.scckirrg
for funds
to cnablc
it cmploy
ifs own
slaff to
cnablc it
exccute ils
mandatc

KLt)C
Not
Rcsolvcd
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Timefram
ei(rut a

date wha,
you
etrpct tht
issuc to h
reslrcd)

f,cferencc l.lo. on
thc external audit
Rcport

Ilsue /
Obrnations ft,orr
Audibr

Iv{irnaSeme

nt Comrnents Focal

Point
Person to
Resolve

the
Issue(Na
meand
Designati
on)

Status :(
Resolved/N
ot Resolved

Time
Frame
When The
Issue is
expected
to be

resolved

Focal
Point
person to
resolve
the issue
(Nante
aild
designatio
n)

Status:
(Reslved /
Not
ResIwd)

Pl.(!-ul'r'lncnt iuld
Ass('t Disp(rsnl Act,
201ii.

rlisptrsal act.
'l'hc' corrept papcl xs
rvcll es lhc
rilcniL)l!lldunl ol'
uudcrstundill.q with
Nilirlrlri cily (bunly
(;(rvcnlnlclrl htrs sirtcc
Lrccn lr'vicrvcci itntl lhc
Iilrld lor consl ruct ioll
of' lhc t onrrnon
manul:rctulin.q lacililv
indcnlilicd.'l'hc
Cottnly tirtvct'nlttcnl is
in f he pftxcss trl
:rwardirlg I lrc lcntlcr'
lbl' tllc collslructioll
u'orks antl thc Bills ot'

Quatrlitics iu't- uhcatlv
orcrr:rlcd.

llusis for'
cl ua li liccl trlti n ii'rn

S.EstablEhmcnt ot
Leather Indurtrial
Park
l'lrr'Courrcil
cntcrctl into l
tr4cttttrlit t'ldunt rrf'
Itnclcrstanclilg
(tr{Otr) with thc
[xltrrl I\rx't'ssing
7^)110s Atlthority
(llPZ\) rrn ll
Dcce'ntlrr:r 20'Ili
lirr thc
csttblishln$ll ol a

lc'athel Industrial
i'llk in i\{:tchitkos
County.'lhc A4Otl
ptoviclerl llut thc
pirfk wils lo h(
l]uilt on ir lDllion
of l:tnrl LR
No.2ltlXil
T{}:ASI.IRINC]
:tLrl.lha
i^-longing to [tZA
which is loe'atcd lt
Xinnnit. I lowcvcl'.
thc itctual rtct cit.q,c

of thc' lrtnd to ltc
:lli('luted fol thc'
pu!'p(lsc wits n(rt
inilicrrtccl rnd thc
MOLl did lrol
outlinc lhc
spt'citic rulcs ttr [^-
rt'r'lbnncd hv

lhcady uplxlintcti
both tht'prqlcct
Managct unrl lhc
cLlIltfllct
ilnpk'lllClltirl i()l lca llr
cornplisin3 rrllicct's
lroru KI-[)C rnti HI'ZA-
'l'hc.joinf
ilnplcnrcrrlll ion
r)rBalriz-:ltion 'l'his is ltr
cnsruc thlll thc|e is
vlrluc' l'ot nloncy on
I'trnds ch:rnncl
towtl'ds constluction
of the Kcnya l.cuthcr'
pa lk. Tl u cx p-n,:l iturc
rctulllli o11 nlrlllics lor'
lllc pl'oiect will [^-
lrvailuLrlc lbl lrudit
purp(rsc! lhis firunciill
1'car(201{i/2017

KI,DC/
II'ZA

Nol
Rcsolvcd
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fertnce No. on
: externel audit
port

Issue /
ObBcrvations fnom
Auditor

Managerne
nt Comments Focal

Point
Person to
Resolve

the
Issue(Na
me and
Dcsignati
on)

Status :(
Resolved/N
ot Resolvcd

Time
Frame
When The
Issue is
expected
to be

resolved

Focal
Point
person to
resolve
the issue
(Nanrc
and
desigtatio
n)

Status:
(Reslved /
Not
Re,pIwd)

Timefram
e:
(frit a
date when
wu
cxput the
issue to be
rcslved)

cileh 1rarty ilnd thc
a.qrr-'ccl lirrrc
liirmc.'l'hc
rn:rnrru' in whiclr
thc pilrk was lo bc
lnaluscd .llrd lllc
Rcyr'llucs lhal ilrc
cxpcclcrl lo bc

3enclalccl thcrc
fLtrnr ant'l how
thosc woulti L^-

slurcrl wclc nol
dcfinecl. In
attiilir'x, il wits
nol clcar"which of
thc lwo
institutiorls $'as to
incolpt'rmtc irr ils
lrtrt'rks I ltc
rr!^-l'ati!)lls Allci
ownctship ot thc'
industriul Dxl'k
3.2. Works on the
Devki-kenanie
Road
[)ulin.q the t'cur'
urtder rcvicw, lhc
Ccruncil
lrarlsll'r'rcd il lotal
ol ksh 5,ti01,(i00
to tllc }lxpoll
I'r'ot-t'ss i ng, 7-o nc.s

Aulholitv ([PZA)
lrt ing p;11'1

paynrent lbr'
rvolks on J)trvki-
Ki na ttic Rct:tr'l rt rtd
tltc ollcnin3, up of
phrtsc' 1 of loatl
u,orks within lhc
prolxrx'rl l-eatht'r
intlusllirl ['alk lt
ir cosl ol Ksll
I l.(;Lrlt,2O0 0nd
ol whir'h lhc
cxpcndilrrrt rvrs
lo [^- occoLlllt('d
fbt Lty llI'ZA.'l'he
li;q,urc'of Kslt
.l l,60lt.0tr0 was
howevrf rrtrt
itnalyst't-l but olrly
citctl in a lcllcr'
fl'om thr'Il'Zn tr)
the Courrc.il as

In thc ccrulst of tltc
\tar. lhc Councilditl
lhc tlunsll't's
KsltsS,ti0 1.(i00.'l'[tis
wils to cllter fL)r lhr'
c k'a ri trg a ntl rrp- tt i tt;4

rrp of 111(' hltcl'nct
l'oi.rrls in thc pat'k lrut
ncrt t lte I)t'r'ki-Kinanic
rr'ritd rts intlicalt'd. 'l'ltc

nti.r ttP cittttc alrtlttl
u4rcn lll'ZA wlolc tllr'
lirnds lequcsl. 'l'lris is

confirntccl rs h.^r tll!'
.joint Iuntlirlq
comnritrncnl pr olirrntir
on thc a3,r'ccd
:rclivilics ltttachcd.

1. 'l'hc
pro.icct is
co-owncd
and thcrc
is necd to
rcvicw
Motl.

KLDC/
EI'ZA

Nol
Resolvcd
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Timefram
e:
(Pttt a
da@ whet
wu
expect the
issue a bc
rcslved)

Stafus :(
Resolved/N
ot Resolved

Time
Frame
When The
lssue is
expected
to be

resolved

Focal
Point
person to
resolve
the issue
(Nante
and
designatio
n)

Status:
(Rcplved,/
Not
Reslucd)

f,cfercrrce No, on
the ex0enul audit
Xeport

Isfirc /
obcnatbnr frorr
Audttor

Managemc
nt Comments lbcal

Point
Person to
Resolve

the

Issue(Na
me and
Designati
on)

inyoiccd b_v thr'
County
(;ovcmnlent ol'
,i\{lchakos rnd did
not irrcludc lhc.
plicc of rrurtcrials.
'l'hcrt'wrs no
cvicicncc lo slrtru'
tlrc wolks rvr'r'e
tcndclcd for'.
'l'hc Courrcil had
ntatlc it 50'lj
payrncnl for lhc
irrtprrrvcntnt of
thc l-1KM fL'vki-
Kin;rnic lrxd yct
thcrc' rv:rs tro
cvidcncc' thal itny
works had lrct'rr
clrn'ieci out at thc
tirne of Audit
illsplcli!x. In
vicrv rrf tlre
lirrc.qoins, it was
nol Fssilrlc to
xs!('l'txin that tltc
Courldil \MJuld.qct
value t'or its
rrrtrnt'y and il rrray
Itavc ulili;rd
lir nds lirl aclivit ic's

that wclc nol
lrtrcl.qctcrl for lurd
oulsidr'ils
nrxlrdiltc.

qualified opinion
Basis for

4.lnaccurrcirx,J,j.
the statemcnt of
cash flows
'l'hc stulcnrcnt of
cirsll flows for thc
1'cal cntlt'd lto
.lunc 201(i undcr
cltslr fltrs,s tum
irrvcsling activitics
trfl('cls x liliut'c of
Ksh lr1,O76,8lttt
und('r purllu* (rl'
Ntrrt-Cttrrtnt
Asscls. flow('vcr,
thc Iixcd:lsscls
llloveIlcnl
sclrr'dulc diselosccl
rt llrrtc I 2 to thc
l'inanci:tl
sl il lelncrlts rL.fl (.ct s

It is truc llurt pulclla*-
Ltl lroll-cuIIenl xsscf s

in lhc slirl('nlr'nl rrf'
clsh llow is
(rvcrstatcd. 'l hc cxll:r
cxpe nciitulc u'as
Ir':rccd lcr

cxp:t'ndil rtrcs, whic h
hittl pleviou.slv Ltcn
(rlllitt('d Itollr thc
gcrrcrrl lel;qcr. 'l hc
nccr.ssilly rdiuslnlcrlls
Itavc brcn nt;tclc
whclc nc(css{ry itnrl
lltc cxsh nr)u'
slil lclll('lrl l cvis('d.

24



'. _.. t

a

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

fercnce No. on
e external audit
port

Status:
(Rcslvd,/
Not
Reslrred)

Timefram
e:
(I'ttt a
date when
you
expct the
issue to be
reslved)

Issue /
Obseryrtioms fiom
Auditor

Managerne
r1t Comments Focal

Point
Person to
Rcsolve

the
Issue(Na
me and
Designati
on)

Status :(
Rcsolved/N
ot Resolved

Timc
Frame
When The
Issue is

expected
to be

resolved

Focal
Point
person to
resolve
the issue
(Nane
and
designatio
n)

an adrlilion of
rtsxts arntrttnlinS,
ro ksh 130,252,1)ttl
lcsulling in
runcxpLrincci
vrttiltncc trf
kshslt,ti2lj,1)07.1n
lllc cilculnsliurccs
,il is n(rt possiblc
lcr crrtrfit'nt Iltc
lccurlcy ol tlrc'
crtsh arrd easlt
cquiv0lellts
birl:ruee oi Kshs

. I 5(i,li0(i,lt.{2 :ts
itl 110 lunr'201(i
Other Matter
Lstaff ShortaSe
As wls rcptrllcd irr
tho pl'cvious y('lr,
lhc Coutrcil hits
lror rclyir;4 on
stilll'Ilrelnlt'rs
dcPlol'cd ljuttt tltc
p;rrcnt i\{inisllv
wilh llrr'cxccpli\)n
of thc Chic't
llxcculivc Olficcr',
Allhr'ruglt tlte
lltritt'6 1,u, Out ,,
stronS
.juslificlliotr to tltc
I'al'cnl IUinish'y to
cnable it cnrploy
its rrrvn slirll,
n(rthirrg,;lpl^-al's
l(r havc br'cn
luchicvcd dulinlq
llrc yc'll rrnc{cr
lcvicu,.

2. Budgetary
C.ontrol and
irrcgular re-
allocation of
Capital Grants.
'l'hc Couneil

It is tl'uc lhlrl tlt('
Crrullcil Ilils L)ccll

cx I^-r'ir' nc i lls sl I li'
shorlir:ac as indicrttt'd.
I Iorve vcL, tllc Corrn(|l
atrrprcciulcs lhc
N;rlionul'flcltsrtry fot'
sccondin3onc (l)
scllior lntcnlal
Audilor' ;ttttl lwrr( 2 )

ltcc!)untallls.

I)ul'in.q thc tinunci:tl
yc'ltl' tl I'ldcl' I cvicw
(2c) r 5/20r 6f\), rhc

CounciI wits itlltx rtlcci

Kshs 5l (i,-100,000 in
lhc approved
budllclat)' cst inuttcs
lrut trnly Kshs2(i5,
7ti 5.00t1 was cr ct{itcd
in rrul r.rccor.rnt ltcltl rtt

KCI] Sxl'il Ccnlcr'.'l'lrt'
x nltlunl ltL'civcd li)r
Rccu n'cr l I c"x1^- ttd it u t'c

wits Kshs

1 lj,7tt5,00c1.]'hc llnds
rtccivcd firt'
I)cv('lopulcnl
cxp.-nclilttre Kshs

25cr,000,000 wls fol

25



Managemc
nt Cornments

i:

| 
-i

Focal .. -

Poirf
Person to
Resolve

the
Issue(Na
meand .

Designati
on)

Status:( .,.'
Resolved/N
ot Resolved

.Time
Frame
When The
Issue is
expected
lobe
resolved

Focal l

Point
person to
resolve
the issue
(Name
and
designatio
n)

Status:
(Reslud,/
Not
Reslved)

arnounting to
kshs.
265,785,000
being Recurrent
grnnt of Ksh
I 5,785,000 and
Capital grants of
kih. 250,000,000
fiom thc partnt
Ministry.
Examination of
cash books, bank
accounts and
payment rccotds
revealed that the
Council
corningled and
utilized the
developrnent
grants of
ksh.250,000,000
with Recurrent
opemtions
without the
requisitc Board
and national
Trcasury approval
contrary to the
provisions of the
Public Finance
ManaSenlent Act
2Ol2.The
Council's budget
and prpgrams
may thereforc not
have been
irnplemented as

Srants
nrachinery for'
Kariokor common
manu facturing facility
and the Kenya l,eather
Park as at the end of
financial year our
bank statements

rcflected a balance of
Ksh200,E71,699.This
was to cater the
purchase of kather
and Lcather goods
rnanufagturing
equipment for
Kariokor, Resource

mapping and
Development of Data
Bank and also on-
going civil works at
the Kenya lather
Park(fencing)by the
end of the financial
year the Council had
awarded contracts for
all above works and
services as per the
appncved
Development fund
budget. a

KENYA LEATHER DEVELOPMENT COUNCIL
ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

CEO/

Timefram

(rut
date whe
you
cxwct th
issac to b
rcsIved)

oate..3l, lr
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prreus

leather Park

t

titlc

uEqrs
MPITNON

1

2

Number Donor

Period

durati
on

Donor
commihn
ent

Separate donor
reportinq (ves/no) Comments

None No1 GOK 4Yrs

Master plan survey and
intemal clearing
complete. Fencing is 90%
per cent complete.
Upgrading of Internal
roads is ongornS. Effluent
treatment plan
construction tender
awarded and site handed
over to the contractor,

2 GOK None No

Proiect

Total
project
Cost

Total
e)(pen
ded.to
dzte

Completio
n%
todate Budcet Actual per quarter

75% 874.400-000
Upgrading [nfrastructure -
Kenya leather Park 4.4098

a
2r8.600.000

Kariokor Leather Cluster 6o% 24.500.000 6.12s.000
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Appendix [: Inter-

KENYA LEATHER

ANNUAtr- NilPONTAND FI

ENT COUNCIL

STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2017

Transfers

l

DESCRITTION 2016-
2017

2015-2076

2) Transfels frum Parenl
Minishry :

Amount Recognized to
statement of
comprehensive income

Total grant
income durinS
the year

Kshs

Acbaalaudited Pr{or
Yeat

IGhs

Minisfrry Qf
Induslrlali&tion

568,600,000 568,600,000 265,7851000

._T(FTAL 56816001000 568,600,000 265,788pOO
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