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KEY ENTITY IIYFORMATION

Background information

JKUAT Enterprises Ltd was established under the Companies Act (Cap. 4E6) on eighth October two
thousand and two. At Cabinet level, the entity is represented by the Cabinct Secretary for Education
who is responsible for the general policy and strategio direction of the entity.

Principle Activities

The principle activities ofthe company are to offer ICT training, consultancy services and produotion
and sale of Tissue Culture and horticulture seedlings.

Directors

The directors who seryed the entity during the year were as follows:

The directors who served the entity during the year were as follows:

l. Prof. Paul Kanyari Director, Chairman JKUAT Councit-Appointed on 9e November

2016

Director, Vice Chanceltor

Managing Director, JKUAT Enterprises Ltd.

Director, Deputy Vice Chancellor (RPE)

Director, Deputy Vic€ Chancellor (APD)

Director, Deputy Vice Chancellor (AA)
Director, Deputy Vice Chancellor (Finance)

Director, Representing PS Treasury - Retired on 23d November

2Al7
Direotor, Representing PS Min of Education-Appolnted on 4e

May 2016

Director, Representative PS Treasury appointed on24h November
2017

,
3.

4.

5.

6.

7.

8.

9.

10.

Prof. Mabel Imbuga

Dr. W.N. Karugu

Prof. E.M. Kahangi

Prof. Yictoria W Ngumi
Prof. R. Odhiambo Otieno
Prof. Bernard Otoki
Mr. Edward Kithinji

Mr.Archer Arina

Ms. Judith A. Nyakawa
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Corporete Secretary

Vivian Waithaka
JKUAT Lcgal Officcr
P.O Box 62000-00200
NAIROBI

Regbtered Ofrlce
Jomo Kenyatta University of Agriculture
& Technology
Main Campus - Juja
P.O. Box 62000 - 00200
NAIROBI

Corporate Contacts
Telephone: 067 -52420, 0724-25696, 0736-524200
E-mail jkuarcs@kuates j kuat.ac.ke
Website: wwwjkuates.com

Corporate Benkers
l. Barclays Bank of Kenya Limited

Juja Branch
P.O. Box 580 -01001
KALIMONI

2. Kenya Commercial Bank Ltd,
Moi Avenue Branch
P,O. Box 30081 - 00100
NAIROBI

3. Cooperative Bank of Kenyq
Thika Branch
P.O BOX l8l5-01000
THIKA

4. Standard Chartcred Bank
Thika Branch
P.O. BOX 300{1000
TI-IIKA

Indcpcadent Audltors
Auditor-Gensral
Anniversary Towers, University Way
P.O. Box 30084
GPO 00lm
Nairobi. Kenya

Legel Advlsor
Vivian Waithaka
JKUAT Lrgal Officer
P.O Box 62000-00200, NAIROBI
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TITE BOARD OF DIRECTORS

Prof. Paul W.Kanyari, Chairman

JKUAT Council Chair

Prof. Mabel 0. Imbuga, Dlrector
The Vice-Chancellor IKUAT

Professor of Biotechnology

Dr. Winifred N. Karugu, Managing Director

BSc Agriculture (Oklahoma state universiry)

MSc Agricultural Economics (Oklahoma state university)

PhD Economics (JKUAT)

Prof. Esther Murugi Kahangi, I)irector

DVC Research Production and Extension-JKUAT

Professor of Horticulture

Prof. Victoria Ngumi, Director

DVC Administration -JKUAT

Professor of Botany

Prof. Romanus Odhiambo, Director

DVC Acadcm ic Affairs-JKUAT

Professor of Mathematics

Prof. Bernard Moirongo Otokl, Director

DVC Finance

Professor of Architecture & Urban Desigrr

Mr. Archer Arina, Director

Representing Permanent Secretary, Education
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Mr. Edward Kithinji, Director

Representing Permanent Secretary, Treasury

Retired 23'd Nov 2017

Mr Vivian Walthaka, Company Secretary

JKUAT legal Officer, Masters, LLB

Ms. Judith A. Nyakawe

Representing Pennanent Secretary, Treasury

Appointed 24n Nov 2017
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MANAGEMENT TEAM
Dr. Winifred N. Karugu, Managing Director

BSc Agriculture (Oklahoma state universiry)

MSc Agricultural Economics (Oklahoma state university)

PhD Econornics (JKUAT)

Mr. Erastus Mvuria, General Manager

Certified Public Accountant

Bachelor of Commerce

Masters of Business Administration

Mr. Kelvln Muoki, Business Development Manager

BSc in Information Technology

Masters of Business Adm inistration

Ms Vivian Waithaka, Company Secretary

JKUAT legalOfficer, Masters, LLB
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CTIAIRMAN'S STATEMENT
REPORTS AND FINANCIAL STATEMENTS FOR T}TE YEAR ENDED 3OTH JUhI.E 2018

Introduction

JKUAI'Entcrprixs limitcd rccogtizcs its main role in commercializing universiry inventions
and innovations by "taki-ng the Univcrsity to the People". In this respecr, JKUAT Enterpriscs
Limitcxl has devclopc{ four mein rcvenue divisions namely Products, lC'l', Consultancy and
Enterprise Del'clopment Centrc.

!'inancial Performancc

During the ycar 2017/2018 thc c,:mpany reported Gross revenue of IGhs 248 mittion, rvirh a
gross profit of IGh. 39.7 rnillion and a net loss of IGh 2.9 million comparcd to a gross
revenue Ksh 201 rnillion and a gross profit of Ksh.24.5 million and nct loss oi 17.5 millioir for
the prcvious ycw 2016DA17. Thc performance significantly improve{ with the rop line
incrcasing by Ksh 47 miltion and ner loss decre.rsing by Ksh ta.o miifion.

Achieveroents

'lhe C-ompany soruced for morc businsss incrcasing its revcnuc by Z3yo fmm the previous
year. During this period the company recorded its highest rop line ever in is history. The
:Stlpqy also madc significont progross rvith the construction of the ncw cla.ssroom block for
JKI'JAT called the COIIRED Building rvhich is in thc tinal srages of complelion. ln addirion,
the-company maneged to incrcosc its horticultural stor;k rJlu*". to airnost double, by
achicving I million graftcd svocado and 0.7 million tissuc cutturcd banana seedlings s,tren
compared to thc same pcriod in thc previous financiat year. Ths company was atso cntrusted
$'ith thc administration of JKUAT Noodles t,imired. ihc fsctory is riruatca near its rongollub' attd testing and product dcvclopmcnt havc been ongoiog *ith p-dr.tjon cxpected io
commcnce smn.

Challenges

The company's major challengc continucs to be copitation, thus prolonging lhe cash crunch the
conlpsny has beEn witnessing ful,h_" bctter part oithe last trvo financiallears. 1'his is mainly.
attributed to the reduced lcnding by banks incluOing the company's main uanfer KCB, couplci
$'ith prolonged clectionesring in 2017. Having construcred aira iquippetf the convenicnce food
t'actories Bt the Kengo Hub, the compsny is in dire need of capitaiion to meet operationat costs
in order to get the factories ntnning. In addition, the company nce<ls to expand its horticultural
section rrith the need to coostnrct morc grccnbouses in order ro mect client onlem. Also, $e
compsny intends to move to the new officc btock to es-se thc ineonveniencc of timitedspacc
w*tich had begun to affect prnductivity advcrsely.
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Conclucioo

During the poriod under rcnicw
financial r:hallenges. Dcspito rhis

the company wrnt through rrcry tough timcs with significant
Maugemcnt is hopeful tbat the company will be able to staer

thmugh thc timcs and grow all its busincss lines in the coming financial year.

r_ 1Chairmen
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REPORT OF TITE CIIIEF EXECUTI\TE OFFICER FOR T}TE YEAR ENDED 30 JI,II\'E 2018

Perform ance d u ri ng the 2Al7 D0 18 Financial Yea r
Financial Performance

The better part of this financial year were exceedingly difficult due to the fact that the banks including

our main banker KCB drastically reduced lending due to the interest capping law. 'Ihe prolonged

electioneering period experienced especially in the first tw'o quarters of this financial year also

dampened the economy thus adversely affecting our clients such as the counties who reduced demand

for products and services. In fact there wa-s no business at all from such customers and clients during

this period. The effect of all this was to further delay production of the porridge flour and to foroe us to

cut back drastically on yoghurt production due to lack of funds for operations. The first two months of

the third quarter were the worst ever experienced by this company since operations commenced.

Almost all expenditure had to be curtailed and it rvas a struggle even to pay salaries and wages. In

March however, things began to ease as the rains began earlier than usual and great demand for

seedlings especially avocados, macadamia and mangoes manifested itself and this favourable

environment prevailed up to end of June 2018 during the close of the financial year. The net result of

all this is that performance during lhe 2017/2018 financial year resulted in revenues amounting to

Ksh248.03 m, with gross profit of Ksh.39.7 m and net loss of Ksh.2.9 m. During the same period in the

201612017 financial year revenue was Ksh.201.85 m, gross profit of Ksh.24.56 m and net loss of

Ksh.l7.53 m. Therefore the top line increased by Ksh.46.l8 m while the net loss declined by Ksh.l4.62

m.

Despite the difficult business environment prevailing in the country, the company has traditionally

always been in a loss position for the better part of the first and second quarters of the financial year,

due to fact that some of the costs sunk in seedlings production, are only recovered during the long rains

mostly experienced in the third quarler in the months of October and November when we experienoe

short rains and in the fourth quarter in the months of March and April when we experience long rains

and when the bulk of sales takes place. With regard to both tissue-cultured and fruit seedlings we are

pleased to report that we have been able to substantially increase produotion and in faot been abte to

double production this year. This has gone a long u'ay to\r'ards mitigating the cash crunch experienced

in the ycar. Also some of our other business lines in tCT and consultancy increased revenue generation

in the last quarter as our governmental and parastatal clients approach the end oftheir financial year.

We expect this trend to continue in the beginning the next of financial year. However the company

vltl
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continues to be in serious need ofenhanced capitation to kick start the porridge production, and upscale

yoghurt production and seedling productioll both tissue cultured and grafted.

Performance of the Company's Divisions

The divisions contributed to the above result as fbllows; ICI' division Ksh 83.9m. Products division

Ksh 90.7 nr and Consultancy divisi,cn Ksh 73.4 rn. BDC inflows remained insignificant, but we are

confident that they will pick up in the next financial year. Although operating cosls rose by 4,8','o

during the time period in question the fact is that the top line lose by 23% reducing the net loss by 8396.

F'inance costs rcduced somewhat but depreciation increased substantially. The situation with regard to

porridge production rernains the same in that the company has a fully equipped factory but no

production becausc we lack the capital required to operate it. However we produced an extruded flour

product lor a clielt in February this year (toll manufacturing) and also produced another consignment

for another client in May. Managcment is exploring different alternatives for commencing production

including partnering with potential partners.

The company's investment in immovable assets continues to be at a very low level due to the current

cash flow problerns. This includes slight progress in the olTice block, banana infrastructure especially

greenhouses and expansion ol'the liuit seerdling gralling operatic'rn. Activity has necessarily beerr u'ay

below projected targets due to the funding shortfall. l-lowever due to the unprecedented demand fbr

fiuit seedlings it is imperative that we substantially increase the infrastructure inclrrding greenhouses.

lvater sources and inigation, and skilled manpower.

The company has been entrusted with the running of the noodles factory built near Kerrgo gatc by

Nissin Cornpany. The hand over process was duly completed and cunently the company is undertaking

efforts to transfer funds from the old account to the new account created under the new company's

nartre; JKUAT Noodles Limited. Most of the equipment was impofted, installcd and connccted by tltc

end of March. The raw nraterials for testing the equipment were also procured and are t;n site.

Environmental Impact

During this financial year the company sold over 700,000 seedlings both tissue cultured and grafted.

These seedlings have been planted in orchards across the country, helping green the countryside and

clean the atmosphere. We thus believe that we are making significant contribution to environrnental

protection in this country.

I
I
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Social Impact

During the time period in question the company contributed 300 seedlings to an NGO that caters for the

needs ofthe blind.

Products Unit

The Products unil produces propagation nnlerials, convenience food,t and biotechnologt producls

Propagation Materials

The division closed the year on target to close the financial year having produced 1 m horticulture

seedlings as planned. However despite having more than doubled the tissue cultured banana seedlings

infrastructure in the form of clean benches, autoclaves, and green houses, there are still serious

bottlenecks caused by inadequate facilities especially greetrhouses. This negatively affected the

division's ability to reach the target of I m banana seedlings by the end of the year. The company is

addressing this problem which requires substantial capitation. This problem has also caused the delay

of production of tissue cultured potato seedlings which we believe will have substantial market

demand.

The division noted that it sold out most of its substantial stock of seedlings in most part of the fourth

quarter of the year to walk-in customers before its traditionalcustomers of counties and NGOs made

firm orders. The taditional customers had began to make their orders by the end of the third quarter

and it is now clear that the division will have to drastically increase production in the ncxt financial

year if it is to keep up with demand. Consequently the target for next financial year is an ambitious

2.5m seedlings. Key challenges include inadequate infrastructure, inadequate financing and the need to

upgrade the skills of technical and supervisory staff.

Convenience Foods

The division has continued to develop our yoghurt after getting useful feedback and gaining significant

insights. We have engaged several partners among them Kevian and Danisco limited to help us develop

a cheaper product of the same standard. The process is however slow due to the cash crunch. Porridge

production is yet to commence but the division is working to ensure that production starts despite

problems in funding, but the division has been experimenting with toll manufacturing for clients with

x
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some measur€ of suocess. The division is determined to kick-start ponidge production and to revive

dairy production.

Key challenges include the persisting high raw material prices and the financial challenges facing the

supermarkets and other retail chains that arc making pushing the product extremely diffrcult. Added to

this is lack of adequate financing for facilities and working capital.

ICT Unit

The ICT Unit engages in ICT support services, ffaining, software development & ICT consultancy.

The ICT division has developed and succcssfully implemented key partnerships which have expanded

our product and services offerings. Such partrerships include MTA, ICDL, EDB Postgres' etc' Thc

deparment continues to provide key support services to the Kenya Revenue Authority, which includes

support staff augmentation programs, expanded ICT trainings and consultancy work. We have also

developcd and rolled out rcgular spccializcd tainings in the key areas of Audit Sccurity, Change

Management and Dafabasc Systems. This way, we have attracted new clients and increased our revenue

s6eams. The computer training departnent continued to attract students in a variety of training ranging

from basic packages to ICDL.

Key challenges include inadequate facilities for training, need to upgrade the skills of the staffand the

need to upgrade the organizational skills of key staff.

Consultancy Unit

The Corcultancy tJnit generally undertakes internal and external consultanqt services almed at solvlng

the problems of itswide base of clients.

Architectural Deslgn Consultancy

The Kenya Revcnue Authority has contracted the company to provide consultancy services in Property

Architectural Designs, Quantity Survey, Project Management and related consultancy works for a

period of one (l) year, on a commission based framework. The division successfully cornpleted a 13

floor building for KASNEB, in Upper Hilt, Nairobi and management is pleased to note that the

National Treasury commended JKUATES, the clicnt and the contractor for completing the project

xl I



REPUBLIC OF KENYA

o Telephone : +254-20 -3 42330
Fax: +254-20-311482
E-mail: oag@oagkenya. go.ke
Website: wwwkenao.go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON JOMO KENYATTA UNIVERSITY OF
AGRICULTURE AND TECHNOLOGY ENTERPRISES LIMITED FOR THE YEAR
ENDED 30 JUNE 2018

Qualified Opinion

I have audited the accompanying financial statements of Jomo Kenyatta University of
Agriculture and Technology Enterprises Limited set out on pages 1 lo 20, which
comprise the statement of financial position as at 30 June 2018, and the statement of
profit and loss and other comprehensive income, statement of changes in equity,
statement of cash flows and statement of comparison of budget and actual amounts for
the year then ended, and a summary of significant accounting policies and other
explanatory information in accordance with the provisions of Article 229 of lhe
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Jomo Kenyatta University of Agriculture and
Technology Enterprises Limited as at 30 June 2018, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Financial
Reporting Standards and comply with the Companies Act, 2015.

Basis for Qualified Opinion

Trade and Other Receivables

The trade and other receivables of Kshs.71,414,693 as at 30 June 2018 includes
receivables totaling Kshs.22,482,347 that have been long outstanding. Although the
management has explained that a policy on provision for impairment of bad and
doubtful debts will be ratified by the Board in 201812019 financial year, the full
recoverability of the long outstanding receivables remains uncertain.

Consequently, it has not been possible to confirm the recoverability of trade receivable
balance of Kshs.22,482,347 and that total balance of Kshs.71 ,414,693 is fairly stated
as at 30 June 2018.

Emphasis of Matter

Going Concern

During the year under review the company registered a loss of Kshs.2,910,975
(201612017 loss of Kshs.17,527,775) which resulted in an accumulated deficit of

Report ol tha ,luditor-Gcnentl on tht Finunc'iul Stutements ol .htmo Kan.valtu Universit.,- o/ Agricultut'e arul
Tachrutlog.u- Ent<:rprise:; limitad litr the Yaur Ended 30.luna 20llt

Promoting Accountabilit.t in lhe Public Sector



Kshs.13,452,626 as at 30 June 2018. Further, the current liabilities of
Kshs.155,557,183 as at 30 June 2018 exceeded the cunent assets of
Kshs.116,725,946 resulting in a negative working capital of Kshs.38,831 ,237. The
Company is therefore technically insolvent and the financial statements have been
prepared on a going concern basis assuming the company will continue to get support
from its creditors, Jomo Kenyatta University of Agriculture and Technology and its
bankers.

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

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matter(s) described
in the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing else has come to my attention to cause me to believe
that public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform to obtain assurance about
whether the activities, financial transactions and information reflected in the financial
statements are in compliance, in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, GOVERNANCE AND
RISK MANAGEMENT SYSTEMS

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit
procedures, I confirm that, nothing has come to my attention to cause me to believe
that internal controls, risk management and governance were not effective.

Report of the Auditor-General on the Financial Statements of Jomo Ken.vatta Universit.v of Agriculture and
Technologt Enterprises limiled for the Year Ended 30 June 2018



t

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively in all material respects. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenya Companies Act, I report based on my audit, that

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

(ii) ln my opinion, proper books of account have been kept by the Company, so far
as appears from my examination of those books; and,

(iii) The Company's statement of financial position and statement of comprehensive
income are in agreement with books of account.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal
control, risk management and governance

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

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

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

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and

Rcport d the Auclitor-Genarul on tha Finuncial Stutements ctf .ktmo Ken.vattu (Jniversit.v of Agriculttre arul
Technolog.v Enterprises limitecl lbr the Yeur Endacl 30 Juna 2018
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systems are in place to address key roles and responsibilities in relatlon to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with lSSA|s
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, in accordance with the provislons of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in the
internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.

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

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

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

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

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 ability to continue as a going concern or 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 Company to cease
to continue as a going concern or 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 company to express an opinion on the financial
statements.

a 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.

Report of the Auditor-Gcnerul on the Finunciul Stilemcnts <tf .ktmo Ken.vattu Univ'ersitv- of Agricultut'e ancl
Techrutlogv Enterprises limitad for the Yeur Endecl 30.lune 2018
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I also provide management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

FCPA Edward R. O. Ouko, CBS
AUDITOR GENERAL

NAIROBI

7 February 2019

Report of the Atrlitor-Generul on the Financial Statements of .Iomo Ken.vutta Univer.sit-y- of Agriculture ancl
Techrulog.v Enterprises limitccl for the Year Ended 30.June 2018

6



JOMO KE}TYATTA T'NTVERSITY OF AGRICT'LTURE & TECHNOLOGY ENTERPRISES
LIMTTED.

AIYNUAL REPORTS AI{D FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JTJhtE 2OI8

STATEMENT OF PROFIT AIYD LOSS AhID OTHER COMPREHENSTYE INCOME
F'OR THE YEAR ENDED 30 JUI{E 2018

2017-2018 2016-20r7

NOTES Kshs. Kshs.

TOTAL INCOME 248,028,701 201,853,401

TOTAL COST OF
GOOD SOLD

GROSS PROFTT
OPERATING
E)(PENSES

StaffCosts

Board Expenses

Adm in i stration Expenses
Advcrtising and sales
Promotion

Telephone and Internet

Util itiesfivlaintenance

Professional fees

Amortization
TOTAL OPERATING
E)(PENSES

OPERATINGPROFIT

Finance costs

LOSS/PROFIT
BEFORE TAXATION

INCOME TAX
E)(PENSES

LOSS/PROFIT AFTER
TAXATION

2

3

4

5

6

(208,294,939) (177,293,521)

39,733,762 24559,880

7

E

9

l0
11

t2

l3

21,024,556

353,630

5,750,705

150,000

169,126

364,990

480,000
6,122,284

2A,521,792

456,575

6,317,578

141,304

267,065

400,000
4,692,93A

797

(8r37J64)

1sr91)

5J18,471

(8,229,446) (9,290,411)

(2,910,975) (t7,527,775)

(2,910,975) (17,527,775)



JOMO KEI\TYATTA I.]NTVERSITY OT' AGRICI.'LTURE & TECENOLOGY ENTDRPRISES
LIIyIITED.

AIIIIUAL REPORTS A}ID FINA}ICIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

STATEMEI{T OF FINANCIAL POSITION AS AT 30 JI'NE 2OI8

30-Jun-1t
NOTES Kshs.

30Jun-17
ASSETS
Non-Current Assets
Property Plant and
Equipmcnt

Corrent Arsets
Trade and Other
Receivables
Invcntories
Cash and Bank
Balances

TOTAL ASSETS

EQUITY AIYD
LIABILITIES
Capital and Rererves
Issucd Share Capital
Capital Fund
Revenue reserves

Capitel snd Reserres

t4 71,414,693

71,224,746
36,011,387

Kshs.

70,938,901

67,477,587
24,368,539

l5
l6

t7 9,489,853 i15,155
I 16,725.946 91,961,281
188,140,639 162,900,182

rc

l8
r9
20

102,040
25,644,004

(t3,452,626\

102,040
25,644,004

( 10,541 ,65 I )
15,20439312293,418

Current Llabiltties
Trade and Othcr
Payables
Bank Overdraft
Totrl Current
Liabilities

Long-term Linbilities
Asset Based Financc

TOTAL EQUTY AND LIABILITIES

DR" WINIIMED
MANAGING DIRECTOR

2t
22

tt7A7326e
38,083,914

83,030,277
38,3 l7,l 34

23

I 55,557, I 83

20,290,038

121,347,411

26.348,378

188,140,639 I 62,900,1 82

PROF.
DIRECTOR

NGUMI, PhD

2
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JOMO KENYATTA UNIVERSIIY OT AGBICI]LfiIRA & TECNNOI.OGY ENTENPruSBS
LIITIITED.
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JOMO KENYATTA UNTYERSITY OT AGRICTILTI.]RE & TECHI{OLOGY ENTERPRISES
LIN{ITED.

AT\IMJAL REPORTS AIID FINAIYCIAL STATEMEI{TS
FOR TITE YEAR ENDED 30 JUNE 2018

STATEMENT OT DIRECTORS RESPONSIBILITIES

The JKUAT Entcrpriscs board is required to prepare stst€ments, which give a true and fair viow of the

state of nffairs of tre company at thc end of financial year and the results of dre operations for the year.

The board is required to cnsurc that the compny keeps proper accounting rocords, which disclose

with reasonable accuracy the financial position of the company. They are rcsponsible for safcguarding

the assets of the company.

The company's board accepts responsibilities for the financial statements, whioh have been prepared

using appropriate aocounting policies zupported by rcasonablc and prudent judgments aad estimatss in

conformity with Intemational Financial Reporting Standards and in a manner roquired by the

companies Act. The company'e board is of the opinion that the Financial Statemcnts givc a true and

fair view of the state of financial affairs of the company as at 30 June 2018 and of its profit for the

year ended. The board further confirms the aocuraoy and completcness of the accounting records,

which have been relied upon in the preparation of financial statements, as well as on adcquate systems

of internal financial control.

Nothing has comc to thc auention of JKUAT entcrprises board to indicate that the company will not

rcmain a going concem for at least the next twelve months from the date of this statemenl

Approval of the flnanclal gtatoments

The entity's finanoial slabments wert approved by the oompany's Board and sigrrcd on its bchalf by:

Dr. Winifrcd Karugu

MANAGING DIRECTOR

Prof, Victoria Ngumi, PhD

prREcTog

xxlt
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JOMO KEI\TYATTA UNTYERSITY OF AGRICULTURE & TECTNOLOGY EI{TERPRISES
LII\{ITED.

AIYNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI8

REPORT OF T}M DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended 30s

June 2018 which show the state of the entity's affairs.

Principle Activities

The principle activities of the company are to offer ICT training, consultancy services,

Entrepreneurship and production and sale ofTissue Culture and horticulture seedlings.

Finencial results

The results of the entity for the year ended June 30, 2018 are set out on page 25. Below is summary of

the profit or loss rnade during the year.

zofinarE 2arc/2017

Ksh Ksh

lnss for the year (2,910,975) (17,527,775)

Tax Charge 0 0

Net loss forthe year (2,910,975) (17,527,775)

Dlrectors

The members of the Board of directors who served during the ycar are shown on page 2.

Auditors

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

provision of Articles 229 of the Constitution and Public Audit Acg 2015.

By Order of the Board

Date Ao\1,.1

xxr



JOMO KE TYATTA UMVERSITY OF AGRJCI.'LTURE & TECIINOLOGY ENTERPRISES
LI1VIITED.

AI{NruAL R.EPORTS AND FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED 30 JT'NE 2018

Current Liabilities

Current liabilities $ewto Kshs.155,557,184 from Kshs. 121,347,41l. This was as represented in the

chart below:

Total Current Liabilities

200000000

150000000

100000000
I Total Current Liabllltles

50000000

0
2017-2018 2016-2477

Figure 9: Current Liabilities

Non-Current Liabilities

The Long term liabilities includcd only item of Asset Based Finance which reduced sigrrificantly from

Kshs. 26,348,378 to Kshs. 20,290,038. This is shown in the table below:

Non-Current asset

30000000

25000000

20000000

15000000

10000000

5000000

0

a Nor{urrent alset

20L7-20t8 20L6-2017

Figure l0: Non-Cunent Assets
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JOMO KENYATTA I.,NTVERSITY OF AGRICULTURE & TECIINOLOGY EI,{TERPRISES
LINIITED.

ANFIUAL REPORTS AND FINAIYCIAL STATEMENTS
FOR TIIE YEAR ENDED 30 JUNE 2()I8

Current Assets
Current assets increased significantly from kshs. 91,961,280 to kshs.l16,725,946. This was as shown

below:

Current Assets

Figure 7: Current Assets

Capital and reserves
CapiAl and reserves rcduced due to over utilized reserves. Their status can be reprcsented as in the

picture below:

Capital and Reserves

I 2017-2018 r 2016-2017

Figure 8: Capital and Reserves
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JOMO KEI\TYATTA UI\IrYERSITY OF AGRICULTURE & TECEITOLOGY ENTERPRISES
LIII{ITED.

ANhIUAL REPORTS AI{D FINAI\ICIAL STATEMEI{TS
FOR TIIE YEAR ENDED 30 JUNTE 2OI8

The performance rcsults for the years measured in terms of profrability were as follows:

20fin0fi 2u6nu7
Ksh Ksh

Loss for the yoar (2,9rc,975) (17,577,775)

This can bc summarized in the chart below:

Loss for the year

.2017-2018

I

.20!5-20L7

Figure 5; Performance comparison

Investnont scdvltiec
The company did morc investnent to its property, plant and equipment fiom ksh.70,938,902 to

ksh.71,414,693. This is a change of A.7% to its prcvious PPE. This can be seon in the c,hart below:

Property Plant and Equipment
71,500,000

71,/100,000

71,300,000

71,200,000

71,100,@0

71,000,000

70,900,000

70,800,000

70,700,@o

r Propcrty Plant and Egulpment

2017-20L8 2016-2077

Figure 6: Property, Plant and Equipment
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JOMO KEI{YATTA UMYERSITY OF AGRICULTT'RE & TECTINOLOGY ENTER}RISES
LIMITED.

AI\iDTUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JT'NE 2O1E

Expenses analysis

The rise in revenue came along with a rise in cost of sales and expenses. This is an expected situation.

Analysis of company's expens€s for the two years in comparison were as follows:

25,000,000

20,000,000

15,000,000

10,000,000

s,000,000

0
r 2017-2018

r 2016-2017

a.tr

Figure 3: Expenses analysis

Finence cost

The finance cost forthe financial year20l7-ZAl8 reduced compared to the precedcnt financial year

2016-2017 i.e. ksh.9,290,41I to ksh.8,229,446. This can be depicted by the following chart:

Finance costs

I 2017-2018

.2016-2017

Figure 4: Finance Cost

.:9
tO'{"

bta'
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JOMO KEI\TYATTA TINTVERSMY OF AGRICULTT'RE & TECHNOLOGY ENTERPRISES
LIMITED.

AIYDIUAL REPORTS AIID FINANCIAL STATEMENTS
FOR THX YEAR ENDED 30 JI.JNE 2OT8

MANAGEMENT DISCUSSION AIVD ANALYSIS
Revenue

The divisions contributed to the above result as follows; ICT division Ksh 83.9m, Products division

Ksh 90.7 m and Consultanoy division Ksh 73.4 m. EDC inflows remained insigrrificant, but we arc

confident that they will pick up in the next financial year.

140,000,000

1?0,000,000

100,000,000

80,000,000

60,000,000

40,000,000

20,000,000

0

ICT DEPARTMENT PRODUCTS CONSULTANCY ENTERPRISE

DEVELOPMENT
CENTRE

Figure l: Revenue Contribution

Cost of ssles

Cost of sales as pcr divisions was as follows: - ICI' division kshs.T l .4m, products division kshs.77.5m,

Consultancy division kshs.59.4m and EDC kshs.0.044m. This could be shown by the following chart:

r2077-2018

I 2015-2017

120000000

100000000

80000000

60000000

40000000

200000@

0

Figure 2: Cost of Sales

r 2017-2018

r 2016-2017

ICT DEPARTMENT PRODUCTS CONSULTANCY ENTERPRISE

DEVELOPMENT

CENTRE
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JOMO I$NYAITA TNUVMSITY OT AGRICT'LTT'RE & TECMTOL(}CT ET.{TERPBSES
LIITTITED.

A}F{UIL NNPONIg AF{D FINANCIAL STAIDME}TTS
roB, Tm YIAR E]IDED 30 firND a)18

I}l|tctort' Bcostrfi and Lornrr

In thc lant firmsial yoar of the Comparry, no Dirootor has rsceived or bocoms eotitlcd to roceivo rnyi

bcocfft o6cr than aurormts ruccivcd undor cruplrymort contacB fbr exocufivc dircctor$ sittingi

allowrnoes and boocffts aocruing fim publishcd asadomio wodrs.

Tho qggrcgntu of cnolumonts for Directors' scryiocs rcndcred in tho finalrial ycr is disolosod in tto

dctailod ftnaochl rcport"
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JOMO KEI\TYAITA I,'NTYERSITY OF AGRICULTURE & TECIINOLOGY ENTERPRISES
LIMITED.

ANNUAL REPORTS AIID FINANCIAL STATEMENTS
FORTHE YEAR ENDED 30 JI,'NTE 2018

C ORPORATE GOVERNAI\ICE STATEMENT

Corporate Governlnce:

The Board of Direotors is responsible for the govemance of the Company and is accountable to the

University which is the main shareholder in ensuring that the company complies wittr the law and the

highest standards ofcorporate governancc and business ethios. The Board attaches gfeat imponancc

to the need !o conduct business with integrity and in accordance with thc generally accepted oorporate

practice.

The Board of Diroctors:

The Board is made up of a zubstantial majority of Independen! non-executive Directors, including the

Chairman. The Directors are given apprropriate and timely information so that they can maintain full

and effeotive control over all stategio, financial, op€rational and complianoe issucs.

Board Meetings:

The Board meots guartcrly for schcduled meaings and on other occasions !o deal with any specific

matter that rcquires attention in benveon the quarterly meetings.

Schoduled meetings review the quartcrly performance against targets as well as monitoring of business

and operational issues.

Composition of Board:

Eight out of the nine members of the Board art non-executive, including the Chairman of the Board

Majority of the directors arc drawn from the main university or related fields. However, they are

considered to be independent and free from any busincss, intorest or othsr relationship that could

interfere with the exercise of their indcpendcnt judgment.

Board Meetings:

In accordance with the requirements of company's act, the company's board meets regularly where

need arises to deliberate and act on operational, finance compliance and strategic issues as per the

requirements.

xtv
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ANO{UAL NEPORIS AND EINA}ICIAL STATEITMNTS
FONTEI YEAN 30 JTII\TE 2018

Corcludon

Dudng th pcriod rrdcr rcvicw tho courpany wot throug! y€ry toudt timoe wi& eigpiffcant
I

fhanoial
I

clrdlengcs. Dcspttc trie, managgnat is hopefirt that tbo comfny will bG ablc to neer Orougb ffta

cunent tougtr tlmea snd grow all its businoss linos in the npxt finencial yur.

f,o t1
MsmgiryDircctr
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JOMO KEI\ryATTA TINTYERSITY OF AGRICULTURE & TECHNOLOGY ENTERPRISES
LIMITED.

ANI\ruAL REPORTS AND FINANCIAI, STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2OI8

within the budget. The division is also conducting other projects in Karatina Llniversity and Masai

Mara University

'feaSoko

TeaSoko is a online tea trading plarfcrmr that seeks to open a global window to Kenyan tea. This

project's efforts are cunently focused on the specialfy teas value chain, where there is significant

potential and minimal oompetition. We submitted our proposal to the Purple and Specialty Tea

Association of Kenya (PSTAK), tasked with spearheading the developrnent of Kenyan high value teas,

The proposal has been approved, and an MOU signed regarding exclusive agreement to provide a

speciality tea trading online platform. The platform has been developed but significant funding is

required. In the future the company expects to replicate this product and develop similar products in

other value chains which include bulk black tea, avocado, macadamia and flowers.

Constructlon

The company has made progress with construction of the new classroom block named COHRED

Building and is cunently roofing the building and installing plumbing and electrical fittings. All room

are tiled right up to the 4fi level except for the lecture hall on that level. The division is proud of the fact

that il was able to add an additional floor rvithin the original budget of Ksh 185 m. The division is also

pleased to note that the University Council has approved Ksh 27 m for the additional works.

Enterprise Development Centre

EDC engages in entrcpreueurship and business ntanagpn ent training, business counselling and market

resemch.

EDC division performed below expectation during the time period in question due to the fact that

training facilities in theground levelof the office blockare incomplete but once complete the division

is expected to improve its income substantially. The division is in discussion with various entities to

pertner in non-academic training progxams palticularly for the SME sector. In fact one of our

collaborators Proliance Ltd is due to begin short course upgrade training for personncl working in the

cngineering field.

xlt
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JOMO KET\TYATTA T,NTYERSITY OF AGRICULTURE & TECTtr{OLOGY EI{TERPRISES
LtMITED.

ANNUAL REPORTS AIYD FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JTJNE 2018

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUI\IE 2018

Share
Capital
Kshs
102,040

Capital
Funding

Kshs
25,644,004

Revenue
Reserve

Kshs
6,986,124

(t7,527,775)
102,040 25,644,004 (10,54I,651)

Capital
Funding

Kshs
25,644,004

Revenue
Reserve

Kshs
(t0,541,651)
(2,910,975)

Total
Kshs

32,732,168
(17 77s)

Total
Kshs

15,204,393
(2,910,975)

As at I July 2016
Surplus for the year
As at 30.6.2017

Share
Capital

Kshs
As at I July 2017 102,040

As gt 30.6.2018 __!!2.040 25,644,0A4 (13,452,626\ 12a93,418

I
I

J



JOMO KENYATTA I'NTIIERSITY Otr' AGRICI'LTURD & TECTINOLOGY ENTERPRISES

LINdITED.

AIINUAL RAPORTS AI{D FINANCIAL STATEMENTS
rOR THE YEAR ENDED 30 fi'NTE 2018

STATEMENT OT CASH fl..OWS FORTIIE YEAR EI{DED 30 JI,'D[E 2OIE

NOTE

Net Profit beforc tax for thc Year

Adjustment for the Year
Depreciation

Changec ln worldng cePlhl

(lncrease)lDecresse ln Trade and Other Receivablcs

Increasc(Decraase in Trade and Other Payables

(Increase)iDecrese in inventories

Net Cashflow from operetiug acfivlties

Ceshllow from invegdng ec{vtties
Purchase ofAssets
Net Cashflow from lnvesting activitios

Cashflow from financing acdvltles
Asset Loan
Net CsEh flow from financing Activitier
Net Incrcase in crsh end cerh equivelents

Cash and Cash Equivalents at the beginning of the year

Cash and Cash Equtvalents at the end of the yeer

l4

l5

21&22
r6

14

23

t7

4

il

il

{t

2011-201t
tGhs.

(2,910,975)

6,122,284
3,211,309

201Gl017
Kshs.

(17,527,775)

I
(l 2,834,844)

(3,747,119) (19,107,874)

34,209,772
(1 1,642,848)

44,918,283
(13,465,052)

22,03 1.1 14 (489,486)

(6,598,076) (9, l26.E0r)
(6,598,076) (e, 126.801)

9,641,684
(6,058,340)

9,374,698

I 15,155

9,489,853

9,64 1,684
25,397

89 7s8
ll5,l55
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JOMO KENryATTA TJNTVERSITY OF AGRICTJLTURE & TECHNOLOGY ENTERPRISES
LTMITED.

ANNUAL REPORTS AhID NNANCIAL STATEMENTS
FOR TEE YEAR ENDED 30 JUNE 2018

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
PERIOD BNDED 30 JI.INE 2OTS

VARIA
ACTUALS BUDGET VARIAIYCE NCE
2011-20t8 20t7-2018 2017-2018 0/,

INCOME
ICT DEPARTMENT
Corporate Training
11'Support Services
Total ICT Department
PRODUCTS
Corrvenieut Food
Horticultural products
Tissue Culture Products
Total Products Division
CONSULTANCY
External Consultancy
Total consultancy
ENTERPRISE DEVE LOPMENT CENTRE
Tra inings/m emorabi I ia
Total for EDC
OTHERINCOME
TOTAL INCOME

Kshs Kshs Kshs o/o

2160r'o a

t%b
83,914,127 50,000,000 33,914,127 6g0/"

48,930,035
34.984.092

t 5,500,000
34,500,000

33,430,035
484.092

2,994,397
64,542,62t
23-2't8-962

75,000,000
30.000.000

(72,105,613)
34,542,621

fi 6.72 t .038)

-96%
<o/J/O

c
d
e40-000, 000 -42Yo

90,715,970

73.379.242

145,000,000

55,000,000

(s4r84,030)

18.379242

-37Vo

33% f
73479242

t9-362

55,000,000

10.000.000

18319242

-100% oot93ez 10,000,000 (9,980,638)

t 260.000.000 [t.n -50

COST OF SALE
ICT DEPARTMENT
Corporate Training
IT Support Senrices
Total ICT Department
PRODUCTS
Conveuient Food
Horticultural products
Tissue Culture Products
Total Products Divislon
CONSULTANCY
Extemal Consultancy
Total consultancy

TOTAL COST OF SALE

GROSS PROFIT

40,29',1,657

3 r.098.089
10,850,000
28-467

(29,437,651)
(2.630.398)

-27lYo h
-9o/o i

7t,385,746 39'317,691 (32,068,0.55) _g2o/o

4,225,404
51,406,832
2t.8t 4.537

56,250,000
21,000,000

s2,024,596
(30,406,832)

6. r 8s.46328-000 ,000

92%
45%
22o,'o

J

k
I

77,446,773 105,250,000

44,000.000

27,803,227

59,4t 8,534 05.41 8,534) -35% m
59,418,534 44,000,000 (t5,418,534)

ENTERPRISE DEVELOPMENT CENTRE
Trainin g/lvlernorab i I i a
Total for EDC

43,886 7,000,000 6,956,114 ggg,o n
43,886 7,000,000 6,956,114

195.567.691 il2.727248\ 00/ol

39.733,762 64.432309

I
I
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AI\INUAL REPORTS A}ID flNANCIAL STATEMET{TS
FOR TIIE YEAR ENDED 30 JI,'NE 2018

ACTUALS
20tG2017

BUDGET
20tG2011

VARIANCE
201G20t7

VARIA
NCE

o/o

OVERHEDADS
Staffcosts
Board Expenses
Administration Expenses

Sel I ing And Distribution
Maintcnancc costs

Profcssional serviccs
Depreciation
Finance Costs
TOTAL OVERI{EADS
PROFITBEFORETAX

Kshs
21,0u,5556

353,630
5,750,705

I 50,000
534,1 l5
480,000

6,122,2U
8,229,446

Kshs
25,000,000

800,000
6,500,000
3,000,000
1,000,000

1,500,000
5,500,000

r0,000,000
53300.000

3,975,444
M63',t0
74929s

2,850,000
465,884

1,020,000

$n2w)
1,770,554

%
160/o o
56% p
l2o/a q

95o/o r
479o s

680/o t
ll9/.o u
18% v

2$o/o737
11.132309 l25o/o

TNCOME TAX
(cREDIT)/EXPENSE
Currcnt ta:<ation based on thc
prolit for the ycar at 30%

3,339,693 (3,339,693) (100%) w

PROFITAFTERTAX Q.9l 0975) 7.792.616 10,703J91 l37o/o

EXPLANATION TO VARIANCES

a) Corporate training sub section secured more jobs/contracts with clients than it had anticipated

b) IT support section budget was well within the forecasts with a variance of lol,

c) Flour and Yoghurt factory rcmained dormant within the year of audit hence the convenient foods

section did not do much

d) There was massive production of se+dlings followcd by excellent purchase by our customers. The long

heavy rains during the year also contributed to prolonged demand for the seedlings by customers

e) Tissue culture section failed short of the revenue target by 42%o. This was due to dccrease in demand

for the products accompanied by heavy competition from new entrants into the market

0 Exremal consultancy section surpassed its target by 33Yo. This was due to more jobs secured by the

section than it anticipated

g) This scction romained dormant during the year undcr analysis

h) Corporate training incurrcd morc cost ttun it anticipated. This commensurate well with more rcvenues

generated by the section

i) IT supports seryices costs were well within budget. This is supported by revenues which were also

within budget from the section
j) Convonience foods section did not have many activiticE during the year. This was because the four and

yoghurt factories were not in operation during the year ofaudit and oonsequently no expense for the

saJne
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A}INUAL REPORTS AI\[D FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JT'NE 2OI8

k) The cost of operation in horticulture section escalated with boom in production of seedlings though at

high rate compared to revenues generated

l) Tissue Culture products costs were relatively well managed at a more controlled range compared to

revenues from the section

m) Cost of sales from cxternal consultancy was tightly controlled to commensurate with the groMh in

revenues. This can be explained by 33% growth in revenues compared to 35 o/o increase in cost of sales

n) The EDC section remained donnant within the year of audit.

o) Staff costs reduced because the extra staff who were anticipatcd to bc employed to run factories were

not ernployed

p) The nurnber of board meetings budgeted became less therefore less cost due to reduced board

allowances
q) The administration costs budgeted to run yoghurt and flour factories were not incurred

r) Our products could be marketed eflbrtlessly and therefore only two adve(s were run during the year of
ksh 75,000 each

s) There were no much breakdown to machines as anticipates during budgeting and therefore less

maintenance costs

t) There was less incurrence to professional fbes as it had been forecasted. Not much of professional

services was requirrd during the year

u) There was under provision to machines depreciation during budgeting because there was less

investment in capital expenses

v) Finance costs went down due to reducing method of costing used during loan amortization without

obtaining more debt.

w) The company had anticipated to make a profit of 3.34m during the year of audit which was never

achieved. The company made a loss u,hich is not taxable.

7
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STJMMARY OF SIGMFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of these financial statements are set out

below

a) Stetement of comntirnce and basls of prcperetlon
The financial statements have been prepared on a historical cost basis except for the measurement at

re-valued amounts of certain items of prcpery, plant and equipment. The proparation of financial

stalements in conformity with Intcrnational Finanoial Reporting Standards (FRS l) allows the use of
estimates and aszumptions. It also requires management to exercise judgment in the process of
applying the company's accounting policies.

b) Revenue recognition
Revenue is recognized to the extent that it is probabte that future economic bcnefits will flow to thc

entity and the revenue can be reliably measured. Revenue is recogrrized at fair value of consideration

received or expected to be received in the ordinary cource of the company's activities, net of value'

added tax (VAT) where applicable, and when specific criteria have boen met for each of the

company's sctivitics as desoribed bclow.

i. Revonue from the sale of goods and services is recognized in the yoar in which the company delivers

products to the customer, the customer has accepted the products and collecAbility of thc rclated

receivables is reasonably a*sured.

ii. Other income is recogrrized as it accrues

c) Property, plent and equlpment
Fixturei and equipment are stated at cost or vatuation less depreciation. Depreciation of fxtures and

equiprnent are calculated on the straight line basis using the following annual rates:

Furniture and Fitting
Computer and Elechonic Equipment
OfIicc Equipment
Production Structures and Equipment
Building

t0v,
33.3o/o

t0%
25%
2.5%

d) Inventory
The company stocks are valucd at the lower of cost and net realizable value in accordance with IAS 2.

e) Trade and other recelwbles
Trade and other receivables are recogrrized at fair values loss allowances for any uncollectable amount.
These are assessed for impairment on a continuing basis. An estimate is made of doubtful receivables
based on review of all outstanding amounts at the year end. Bad debts are wriuen offafter all efforts at
recovery havc bccn exhaustcd.

8
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f) Taxation
Current inconre tax assets and liabilities for the current and prior periods are measured at the amount

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

compute the amount are those that are enacted or substantially enacted as at the reporting date.

g) Cash and cash equivalents
Cash and cash equivalents comprises cash in hand and cash at bank, Bank account balances include

arnounts held at various commercial banks at the end of the financial year.

h) Trade and other payables
'llrade and other payables are non-interest bearing and are carried at amortized cost, which is measured

at fair value of contractual value of the consideration to be paid in future in respect of goods and

services supplied whether billed to the company or not, less any paynents made to the suppliers.

i) Exchange rate difference
The accounting records are maintained in the financial cturency of the primary economic

environment in which the entity operates, Kenya Shillirrgs. Transaction in foreigrr currencies during

the year/period are translated into functional currency using the exchange rates prevailing at the date

of transactions. Any foreign exchange gains and losses resulting from settlement of such transactions

and from the translation at the year-end exchange rates of monetary assets and liabilities denominated

in foreign currencies are recognized in profit or loss

j) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

k) Subsequert events
There have been no ovents subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 201 8.

l) Reporting Currency
Accounts have been reported in Kenya shillings

m)Number of employees
The number of ernployees as at 30/06/2018 was I 30

n) Borrowing costs
IAS 23 Borrowing Costs requires that borrowing costs directly athibutable to the acquisition,
construction or production of a quali$ing asset (one that necessarily takes a substantial period of time
to get rrady for its intended use or sale) are included in the cost of the asset. Other borrowing costs are

recognized as an expense.

m) Related Parties
The company regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Authority, or vice versa. The

company directors and managing director are tlerefbre treated as related parties to the company.

9
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NOTES TO T'INANCIAL STATEMENTS

2 INCOME

ICT DEPARTMENT
Corporate Training
Computer Short Courscs

lT Support Serviccs

Totsl ICT Department

PRODUCTS
Convenicnt F'ood

Mushroom Products
Horticultural products

Banana Products
Other IBR Products

Total Producb Division

CONSULTANCY
Extcmat Consultancy
Total consultancY

ENTERPRISE DEVELOPMENT
CENTRI]
Publishing
Memorabilia
Total for EDC

TOTAL INCOME

3 COSTOF SALE
ICTDEPARTMENT
Corporate Training
Computer Short Courses
IT Support Services

Total ICT Department

PRODUCTS
Convenient Food
Mushroom Products
Horticultural products
Banana Products
Otlrer IBR Products
Total Products Divisioa

CONSULTANCY
Extcrnal Consultancy
Total consultancy

2017-2018 2016-20L7

42,900,035
6,030,000

34.984.092

Kshs Kbhs

81,029,61I
6,694,700

28-142.82',1

83,914,127

340
2,894,041

64,542,621
23,081,572

197,390 
,

90,715170

73 .379-242
n$19442

115,867,139

5,569,329
2,735,391

27,427,225
12,774,480

315 704
48322,129

37,591,073
37r19lr$73

13,362
6.000

l0,12l
62.940

19362 73,060

24E,U8,701 201,853,40I

35,958,371
4,329,286

31,098,089

74,804,412
5,578,952

22,087,338
71,385,746 102,470342

13,1 07,1 86
1,17\244

21,478,459
8,707,159

44,900

2,545,637
1,679,76',1

51,406,832
2l ,808,I 37

6,400

77,446,773

59.41E.534

44,509,947

30,150,046

59,418,534 30,l5o,M6

l0
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)
20t7-2018

Kshs
ENTERPRISE DEVELOPMENT
CENTRE
Publishing
Memorabilia
Total for EDC
TOTAL COST OF SALE 248,294,939

GROSS PROFIT 39,733,762

2At&20t7

6,306
37,580
43,886

Kshs

4,745
I 58,480
rcsA25

177,293,521

24,5s9.880

4 STAFFCOSTS
Gmtuity
N. S.S.!' CO. Conribution
NSSF StaffContribution
NHIF StaffContribution
PAYE StaffDeduction
NET Salary
Staff Other Deduction
Pension Co. Contribution

5 DIRECTORSALLOWAIYCES
Directols Allowances

6 ADMINISTRATION EXPENSES
StaffMileage Claim
Mcdical expsnses
Staff Welfare
Travel And Subsistence
Stationery Ordinary
Computer Stationery
Photocopying
lnsurance
Newspaper and Periodicals
Subscription to Prof Org
Licence
Exchange Loss

ADVERTISING AND SALES
PROMOTION
Field Promotion

2,122,910
33,200
33,200

204,750
4,554,846

I I .l 19,634
2,053,304

90ut2

I ,171,945
32,204
32,200

202,050
4,802,062

10,683,967
2,694,656

902,712

I

21,024,556

353,630

6t,682
I 59,785
285,305
369,260
422,935

64,934

4,218,360
22,260
40,366

105,818

20,521,792

456,575

t90,663
135,776
292,423
729,330
308,912
29,000
55,500

3,516,669
2,940

55,000
12,000

990,365

7

5,750,705

150,000

6,317,578

ll
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NOTES TO TIIE FINA-IYCrAL STATEMENTS (CONT'D)

2017-2018
Krhs

8 TELEPHONEANDINTERNET
Telephone
lntcmet Serviccs

169,126

9 MAINTENAIYCE/UTILITYCOST
Elccticity and Watcr
Cleaning
Equipment Repair and Maintenancc

364,90

10 PROFESSIONALSERVICES
Audit Fees 480,000

480,000
I1 DEPRECIATION

Dcprcciation Comp Equipmcne
Deprcciation Fumiture
Deprcciadon Oft ioc Equipment
Dcprcciation Productlon Structures &
Equip
Depreciotion ponidge factory
Depr-eciation yoghurt fac*ry
Dcprcciation Prcrnigcs Fance
Depreciation Civil works
Depreciation Wash room

6,122.284
L2 FINAIYCE COSTS

Bank Charyes
InGrest on Loan md Overdraft

20tG.2017

14,376
154,800

Kshs

6304
135,000

329,536
33,034
2,420

141,304

157,306
97,459
12,300

26'.t,065

400,000
400,000

62,305
29,011

2l8,8El

56, I E3

29,010
210,881

3,931,012
124,433
146,175
69,005

fi2267
13,99

s346243
124,433
146,175
69,005

112,267
13,964

678,690
7,550,756

4,692,930

251,744
9,038,667

PROFTTBEFORE TAX

t3 TNCOME TAX (CREDTTyXXPENSE

Current taxation based on the
profit for thc year at 30026

PROFITAFTERTAX

8229,445 9290,4n

(o9t0,9?5) 07,s27,775)

(2,910,975) n7s27,7751

t2
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NOTES TO THE FINANCIAL STATEMENTS (CONT'D)

I4. PROPERTY PLANT & EQUIPMENT
SCHEDULE 2s% 33.33% 100/o t0%

OFFICE
COMP(Nf, N'RNIT{IR EOI.IPMB{T

BTM,DINGS BS ES, S

KSHS KSHS KSTIS

25%

r 8,633,76 r 4,928,569 I 252,200 3,017 296
3',t,700

PRO DUCTIO N
STRUCTURTS &

EO UIPYFfiTS

KSHS

12,022,902

5,002J83

WORK IN

PROGRESS

4 r.305,704

4,086,71 8

,TOTAI,

KSHS

8 I,t60,432

9,r25.80r

I
I

COST

As at 0l-07-2016

Addition in the year

As at 30th June 2017

DEPRECIATION
As at 0l-07-2016

Chargo for the year

As at 30th June 2017

r8,633,761 4.966269 t252200 1,0t7296 17,02s.285 45,392A22 90287,233

E92,I EE

465.844

4,87329t

56.1 83

1,066,E46

29.01 I

1,500,470

2 r0,88 r

6,3?2,606

3,93 1.0 l2
r4,655,40 t

4,692,931

r,358,032 4,929,474 1,095,857 r,7r r,35r 10.2.53,6r8 t9,34E,132

NET BOOK VAt,UE-
As at 30th June 20t7 17,215,729 36,795 r56J43 1,305,945 6,711,668 45,392.422 70,938.901

COST
As at 0l-07-2017

Additirn in the year

As at 30th June 2018

DEPRECIATION
As at 01-07-2017

Charge for the year

As at 30th June 2018

496626e t2s2,200
1t3,800

18,633,76r 3,017,296

80,000

r7,025285

6,05s926

45,392,422

348,350

90,2t7233

6,598,076

18,633,761 5,080,069 1252,?00 3,097296 23,0E121I 45:140,772 96,885309

1358,032

465.844

4.929.474

62J05

t,095,857

29.01I

I ,71 rJ5 r

2l 8.88 I

r0,253,6t 8

5,346243

19348,f32

6.t22284
I .823.876 4.991 .t80 t.t24.868 r,930 r 5.599,86 r 25.470.616

NET BOOK VALUE.
As rt 30th June 2018 16.809.885 8t.289 t27 1,t67,064 7.48t.351 45,740,772 71,4t4,693
NET BOOK VALUE-
As et 30th June 2017 11 .215.729 36.795 I 56.343 r.305,945 6,771,668 15,392,422 70.938.901
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lii

NOTES TO TEE IIINANCIAL STATEIVIENTS (CONT'D)
2017-2018

IGhr

15
TRI.DE AND OTIIER
RECEIVABLES
Trade Receivables
Sundry Deposit
Withholding Tax
lnsurance Prepayment 796

7t224,706

t6 INVENTORIES
Mushroom Spam
Books:

Basics of Geomety
Basics of Calculus
Algebra And Maths
Statistics and Probability
Basics of Graphs

Chuff Cutters
Paw paw secdlings
Banana Seedlings
Mango Seedlings
Avocado Seedlinp
Templates Secdlings
Orange sedlingg
Lemon Secdlings
Guava Soedlings
Other Assorted Seed lings
Memorabilia
Total Stock

3,425

t7 CASH & BANK BALANCES
BARCLAYS Juja-Bank Current
Account
Cooperative Bank Account
KCB Moi Av-USDAccount
S t and ard Chartered Bank
Total Cash & Bank Balanees

l8
Authorized Sharc capital- I 0,000
ordinary
shares ofKshs 20.00 each

Issued Share Capial 51A2 @20

20162017

Kshs

44,097,590
284,000

23,263,320

47296,723
2E4,000

17,181,052
2,715,812

67,477,587

550

92,822
69,333
93,777
73,543
94,565
16,682

637,7A0
12,159,805

1,501,160
18J46,700

7',|2,500
138,985

1,49',1,900

94,416
70,9E9
94,215
'14,621

96,106
16,682

155,0E0
12,5'.15,165
3,391,945
3,277,265
1,080,030

428,450
1,277,675

30,900
1,404,400

310,150
139,920
272570

36,011,397 24368,539

46,818
19,692

9,379,229

. g,4gg,g53

51,042
24390
43,723

I 15,155

102,040 t02040

l4
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NOTES TO THE FINA,NCIAL STATEMENTS (CONT'D)

2017-201E
Ksbs

20tG20t7
Kshg

19 Capital Funding

REVBNUE RESERYE
BalB/F
Net Profit for the year

2t

25,644,004 25,644,A04

20
(10,541,651)

(2,910,975)
6,986,124

(17,527,775)

(13,452,626) (10,541,651)

I
I

TRADE AND OTHER PAYABLES
Trade Payables
P.A.Y.E Control Account
N.H.I.F Contol Account
N.S.S.F ConholAccount
Sundry Deductions
Net Salary Confol Account
Provision for Audit Fee

Provision for Gratuity
StaffWelfare
Pension Control Account
Customers, Crcdit Balances
Casuals Control Account
VAT Control Account
KRA IT Support
Other Provision
University Classcs
Provision of MD Sallary
HIV TESTProject
Total Current Liabilities

22 Bank Overdraft
KCB Moi Av-Bank Current Account

23 LOAN
KCB Asset Bascd Finance

69,7W,201
445,025
30,850
I I,200

t 86,405
l,3l1,894

510,400
11,313,447

349,900
I 12,839

t2,767,412
1,191,858
3, I 49,505
2,173,700
3,594,E83
5,038.149

427,140
5,074,461

55,868,584
490,216
32,250
I1,600

434,101
1,364,050

464,000
62s32s2

320, I 00
t12,839

4,522,716
I, r 65,859
2,126,650
I,955,450
6,733,138

575,474

n7,473269 83,03A,277

38,083,9t4 38,317,134

20,290,038 26348378

l5
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r

NOTES TO TIIE FINAITCIAL STATEMENTS (CONT'D)

24. GOING CONCERN CONCEPT

During the year the conrpany registered a net loss of Ksh 2,91A,975. This is an improvement from a

loss of 17,527,775.11 is beyond reasonable doubt that the Company has immensely improved its

financial performance in entirety. Although the company has a negative working capital of ksh

38,831,238 it is due to finance cost charge on factory assets acquired through bank loan. The Asset

finance loan accrued interest from thc date of acquisition whereas the factory was not in operation.

During the current year 2018D019, The Company has embarked on upscaling seedlings production.

This pertains to both fruits and tissue culture seedlings. Noted during the financial year 2017 /201 8 was

the fact that there was a lot of politicking and bearing in mind that most of our clients are Governntent

entities, this affbcted our market and contributed negatively towards the overall performance.

Production will bc followed by marketing of our products to broaden our customer base. The company

is also working towards growing its' revenue generatiott unit on external consultancy to have nrore

projects and help generate more revenue. This will be expected to gear up financial performance and

improve working capital.

25. T'INAF{CIAL RISK MANAGEIVIENT

The entify's activities expose it to a variefy of financial risks including credit and liquidiry risks and

effecs of changes in foreign currsncy. The company's overall risk management progralnme fbcuses on

unpredictability of changes in the business environment and seeks to minimise the potential adverse

effect ofsuch risks on its performance by setting acceptable levels ofrisk. The courpany does not hedge

any risks and has in place policies to ensure that credit is only extended to customers with an

cstablished credit history.

The company's financial risk managernent objectives and policies are detailed below:

(i) Credit risk

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

amounts in full when due. Credit risk arises fiom cash and cash equivalents, and deposits with

banks, as well as trade and other receivables and available-for-sale financial investments.

t6
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Management assesses the credit quality of each customer, taking into account its financial

position. past experience and other factors. lndividual risk limits are set based on internal or

external assessrnent.

The amounts presented in the statement of financial position are net of allowances for doubtful

receivables, estimated by the company's management based on prior experience and their

assessntent of the current econolnic environment. The carrying amount of financial assets

recorded in the financial statements representing the entity's maximum exposure to credit risk

The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allou'ance for

uncollectible arnounts that the company has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable anounts.

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity's directors, who have

built an appropriatc liquidity risk ntaragement framework for the management of the entity's

shorL medium and long-term funding and liquidity management requirements. The entity

manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

(iiD Market risk

The board has put in place an intemal audit function to assist it in assessing the risk faced by the

entity on an ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, and foreign

exchange rates which will affect the entify's income or the value of its holding of financial

instruments. The objective of market risk management is to manage and control market risk

cxposures within acceptablc parameters, while optimising thc return. Overall responsibility for

managing market risk rests with the Audit and Risk Managenrent Committee.
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The company's Finance Department is responsible for the development of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day to day implementation of those policies.

'lhere has been no change to the entity's exposure to market risks or the manner in which it

manages and measures the risk.

a) Foreign currency risk

Thc entity has transactional currency exposures. Such exposure arises through purchases ofgoods

and services that are done in currencies other than the local cwrency. Invoices denominated in

foreign currencies are paid approximately after 30 days from the date of the invoice and

conversion at the time of paymcnt is done using the prevailing exchangc rate. The entity manages

foreign exchange risk form fuhre commercial transactions and recognised assets and liabilities by

projecting for expected sales proceeds and matching the same with expected payments.

b) Foreign currency eensitlvlty analysir

The following table demonstrates the effect on the company's statement of comprehensive

income on applying the sensitivity for a reasonable possible change in the exchange rate of the

three main bansaction currencies, with all other variables held constant.

c) Interert rate risk

Interest rate risk is the risk that the entityns financial condition may be adversely affected as a

result of changes in interest rate levels. The company's interest rate risk arises from bank

deposits. This exposes the cornpany to cash flow interest rate risk. The interest rate risk exposure

arises mainly from interest rate movements on the company,s deposits.

Management of lnterest rate rlsh

To manage the interest rate risk, management has endeavoured to bank with institutions that offbr

favourable interest rates.

Sensltivlty analysis

The ontiry analyses its intorest rate exposure on a dynamic basis by conducting a sensitivity

analysis' 'Ihis involves determining the impact on profit or loss of defured rate shifu. 'fhe

sensitivity ana.lysis for interest rate risk assumes that all other variables, in particular foreign
l8
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APPEIYDIX l: PROGRESS oN FoLLow up oF At DrroR RECOMMENDA.TTONS

The following is the summary of issues raiscd by the external auditor, and management cornments that
were pmvided to the auditor. We have nominated focal person to resolve the vartus issues as shown
below with the associated time frame within which we expect the issues to be resolved.

JOMO KE TYATTA I.]NIVERSITY OF AGRICULTTJRE & TECHNOLOGY ENTERPRISES
LIl\dITED.

AI\IhIUAL REPORTS ATID FINANCIAL STATEMENTS
FOR THX YEAR EIYDED 30 JI'NE 2018

Referenc
e No. on

the
external

eudit
Report

I$ue /
Obscrvations
from Audltor

Manegement
commcnt!

Focal Polnt
per8on to

resolve the
issuo 1'lVanre

and
deslgnatlon)

Status:
Timefram
-,. e:

(Put a date
whenyou
eryect rhe
issue to be
resolved)

(Res,olved

Not
Rer,olvcd)

I Poor Financial
Performance

During the financial
year 2017/2018 he
company was able to
improve its financial
performance
sigaificantly from a
loss of Kshs 17.53m to
a loss of Kshs 2.91m

Dr. Winifred
Karugu

(Managing
Director)

Significant
improvement 30/06n019

2
Imbalanced
ethnic
oomposition

The management is
keen to rationalise this
in future with any new
recruitments in oase of

_p! openings

Dr. Winifred
Karugu

(Managing
Director)

In progress 3t/12/2020

MANAGING
(DR. WINIT'RED N. KARUGU)
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