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o) Bockground informotion
The Korva Leather f)cvclopnrutt Ctrrtrtcil (KLDC) was ;qttzetled as tt State Corptrratiott itr tltc
ttrcrr Miiristry rrf [,ivcsttrck'f)L'yg]oplnetrt vide rln Execttiivc Order throtrgh a LiSal Nrrtice No.

114 of the Kenya Cazcttc supplenrerrt No. 111', of gth S."ptetttber 2071, uttder the State
Colpolation Act"(Cap 446) of'the laws ot Kenya. Witlr thc ricw dispcnsatio.lt, Kenya Leathcr
wrs urovcd t6 the iVtinistrv of' Industry, Tt':tCIe arld Cr)opcrativc, where leather ltas beetr
cale-qorizecl as one of thc priolity .sectoi'3 by ttrc Mini.stry. '[lte Couttcil wtrrks closely with
releiarrt Clovcrnrnerlt institlitiorr.s iirrc{ trtlter sthkeholders in the leatlter indr"rstry.

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2O1B

KEY COUNCTL INFORMATION AND MANAGEMENT

b) Principol Activities

Tlrc prirrcipal activity/ tttissiotr ot the Cottrtcil is to:

c) Key Manogement

rc Council's clay-ttr-tlay Managc'urent was utrdcr thc following kcy ot3zuls:

1. Cltief Exec:utivc Offic:ct'
2. The Sec-retaliat artc-l;
3. Boarcl of the Council.

d) FiducioryMonogement

1. To prornote, dirtct, cooldinate, r'egulatc, attci hartttonize all activities rn the leather
inclustly.

2. 'l'o ove rsee licensing in the leather itrtltrstry.
3. To undcrtukc: r'esc'arch and developtrtent activities in thc' lcatltel ittclustt'y.
4. Aclvioc- tire Mini.stcr and Gove rttrrrctrt of l(ettya ou ttatirrttal stratcgics aricl policy with

lcsucct tr-r thc leitlltcl' irtrlttstt'v.
5. Enlorcingcolnpliancc with sct startdarc{sin collabolation witlt r.rthcr

rc Icva ri t irr.stiiuliotts irr thc irtdtrstty.
6. Mobilize iechnical iurd financrial sttppor'{ lirr the lealltc'r irtdr"rstry.
7. Ccrllectr s[st'€, ttnalyze ,atrr{ tli.ssetrtiltatc data ot't leather.
8. Perftlnir any other-furrctiorr, as the Ministel rnay cortsidel llecessary.

'tc

0
key Mauagenrerrt Pcr'
8 anrl who lrad clirect 'v porrsibi ty

'sol1l1c w
rid lcta re S

ho held of f ic:c clu nn8 thc fiuilrtc ial c
be ll

ycar ltclccj '.1,0,r' IrlCJ
1 e

Designation

1. Chief Exccrrtive Of ficrer

2. I'leat-l Financ:c

.o,. I-lead Proctrrentent
4. Flead Monitt-rrin.g and

Evaluation

Name

f)r. Issacl< M. Noor PhD.

ciI'A. Gladys Nieri Mwangi
M/s. Clita Waswa
1lc1)r'.gc Ja nre s O nya u8o
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I ) Mr.Ritpltacl lrtirrrirltr Chailnrirrr
2\ Mr. Sirnon Alebe Menrbrl', P.S Repre.serr tal ive Mot'l'C'
.',) Mr. I{enry Mutwiri r\4t'nlber, rrItclnittt to P.S Nzrtional 'frc.zrsuly

4) Ms. Anne Lcrr3erclc'd Mc'urbcr
5) CPA ciladys Nicri N4wangi Secletirry

Audit Committee

ol
e) Fiduciary Oversight Arrangements

Finance and Governance Committee

'Ihc I'ittattr:e Cornnrittcc reviews budgets initially prcpart'cl Lry steff, to hclp clcvclerp
t1_pprgpriatg procedut'es tirr budget pref)arations, aird'coirsi.stcncy betwecu the Lrird.get irrrd
{LD!- work liatts. Thc Cotruttittt'e cllsures rL'llular', ac.cuLate nrtrriitr-rring anrl accouniability
fbr lttrttls ittrd t'eport to tltc Board r)n any fiiranc:ial in'ejularitics.'tlri'rrrenrbc,r.s ar.e listecl
bclow;

'l'hc Arrr'lit Colnnrittce anitlyscs illl(-l addresscs 1hc'risks that irrc asst-rciatccl with tlrc kcry

PloL'cs.s$i. ot'tltt' Crrullci[. Thc Atrc{il C(rllllnittr'c l'r'pot'ts ttr lhc ltoirld of illl)'finirncial
ilre;qrrlrtlitics. I'ltc Atttlil ('ottttttittcc'liiriscs with rrtrtlitirls oll rulv sixuificltrrt rrrrllter'.s irrisiuq.
Ovc't'sees the financral t'eporting anrl clisclosrrres ploccsses.'l'hc nrcru}el's ale listccl Lru'low; - "

l) Mt'. Ehas I(. Busrcner e [tarltnarr

2) Mr. Stephen l(artnnc' N4enrbcr
:i) Mr. Mark Slcplrursorr Mcurbcr
4) Mr. I-lcrirylMrilwni MelllLrer, altenrate to I'.S Natronal

Trc'rt.su ry

5) Mr'. li1win Onrlrakrr Sccrctaly

Human Resource and Administration Committee

Thc' Corunrittec cJisctrsses nrattcrs dc.ali ll8
tL)t'll

with staff Lrt'lble
titl cvalttittiou of

plt'se utation to
I(cnya Leather D,
thc A4attagelllcll

BcrarcJ ttrr
cvcloptrtr:ntncccsslu'y irpprovitls. coolclirration, iurd

Cotrttcil strtif antl rt'ptrlt to tlrc Rtritrtl.
rclittic'lns, c'nrplc'rynrenl lrrw courplinnc:c,
tttitl<c lcctrnrrrrenclaliorr.s ter Ihc I]tritlcl.'l'hc

Monitor and cvaluatc tinc'lirstlial
pli
Lrcl

conriucl anrl cli.scri tte, Itealth und wellale arrd
nrcrnlrels ale listed o\\,

IV

1) Mr. Elizalreth Kanuru Chttinrran
2) lV1r. Raphae I l,etirrrak'r Mctnbc'r
j,) Mr. Atnina Wrrio Mcnrbcr
4) M/s. Anne Lengr'rdetl I\4orrLrer'

5) Mr. Elias K. Br"rsir:nc'i Mc'lltbe l'
6) f'atrich Nyadirircr Sc'crc1a l'y

I
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Technical and Strategy Committee

'l'hr: Conunittee nrakes deliberations on technical tttattet's ott tltc Lcatltct' Sector and linally
pl'cscllts their rccolllllletldations to thc Board of the Council. Review the Courucil
fertirrmance contrzrct, annural reports, work plan atrcl perforurance contract docttntetrts.
Review the Council's projects ancl policy recotllllreltdatiotrs tbr the leathel sectr-rr. The
nrenrbets are listed below; -

1) Mr. Mark Stephcnson Chairrnan

D Mr. Stephen Kanrnrr: Menrber
3) Ms. Elizabetlt Katrtau Menrber
4) Ms. Antirta Wario Menrbcr
5) M/s. Stutrrtr Atebe Meurber, altel'rlate to t'.S Statc

Deuarlnrent of Investnrerrt & Industrv
6) Mr. Charles Ndungu Secletaly

I) Entity Heodquarters

ya l,cathcr Dcvclopment Council
. Box 14480-00800P.O

L)

A Cctttrc 5tlr Floor'
ika Rtrati Supcr Highway
irobi Kenya

g) Entity Contacts

Irorre: Q54) 02044 42i12 I

ll ,lrone: 07 377 1 1 549 / 0704G1 77 Osp
il:

h) Council Bankers

ya Cotrrnrcrcial Fank
i tlentre Bmrrclt, Westlartds

.tl. Box 14959-00800
AIRORI

il !ndependentAuditors

itor Geuelal
National Audit Oftice

rllvel'sary'Ibwc' r's, Univc'r.sity Way
Box 30084- 00100

AIROBI/KENYA

t",

j) PrincipalLegalAdviser
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'l'lte Attolnev L-;crlr'l'a I
Stale l,aw tli'l'ice
IlaranrLree Ave nue
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BOARD OF THE COUNCIL

DETAILSNAME

Mr. Abdi Bare Duale ts tlte Chairntau of tlte Kcttya Leatlt,
f)evelc'rprnent Council .l{e is a businessman dealing in auinral ltea['
prc-rdncts tbr ove'r 2 years. He ltas servecl as a Bolrrd Metttber c'rf l(etr,
Bureitu of Standards (KEBS) and Kenya Revenue Authority (KR\).

I

Fnne Rimbaine Lengerded was born in 1969; slte ts a MCI
(Menrlrer Chartcred Lrstittrtc of Prtrchasing & Strpplies- f'rot'essiott
sta.gc. She holds Mastcrs orr Public Policy & Analysis JI(UAT ar
Bachekrr of Conrmerce (Firrancr: option) I(enyatta llrrivcrsify; shc- w
a Boald Menrlrer at Pastolalist Developtrtettt Network, Tcle-pos
Sacco, and variors leaming institutiorts. She has a wide experiett<
iu Plocrtreurcut utatters.

Z

ia' t

Mr. Henry Mutwlrl was born ur 1977;lte lras ZZ years' wt'tr
expelience in tinartce related ofTice. He holcis a Degtee itt BB,

MBA-Finance, Post-Gradtrate-Diploura in Financial l\'[auagetnet
and prof'essic-rnal Diplonra in Ptrblic Procurenrerrt. Hc' is altet'ttatc 1

Pennanent Secretary, Natir'rnal Treasury.
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lAS p 1 uslen wlts 11 ill C S

(Execrrtive)-aviation option Moi Ilnivc"rsity. has wide e,xperieuce in
Fligltt t)pcrations in l(ernya.

p enson r.s te rec:tor' rlt 0l1lpa11y
I(errya, which started out nulkiug luxury safari tents in 2002. 'lbdr---'

it nrakes Ea.st Afric.,r's fine'st Lra;gs and acc:cssories fronr canvas ar
leathcr.

p ae o was tll I tl tt
Alts degrce in ['eact'Sttrdy and Conf]ict Rcst-rlution 1.r crlass honot.s.
Hc was a Merrrber of l'arlianre nt 2007 -201 7 and also District L)ft'icr"'
1f)8.3-2007.

Ms. Amina Mohamed Wario She has been a civic leader in Nairobi Cil

Council for 3 terms.
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

Mr. Simon Atebe He worked as Asststant f)rrector Mrntstry r

Irrdustry Tracle and Coopelatives fi'onr 2Ol3 to 2O18. In the yei
2O18 he becarrre Depr.rly Director Mirristry of Irrdustry Trade ar
Llooperatives. He is curuently the acting Director nt Directorate r

Agro-l nclustries

r)

I

i

I M/s Elizabeth Kamau is a fasltion and irtterior Desigtrer witlt tttrtt
years and wide experience in Kenya and East Atrica. She is nlso
businesswoman.

Dr, [ssack M. Noor r.s 57 years old, he holds a PhD in Ltve Stot
Productiou Systems, Egerton Llniversity, (2013), MSc (Anirnal Productior
University of Nlirobi, (2OOg), BSc (Animal Health) Egelton Urtivct'si
(1995) itnd a Certificate (Animal Flcalth) Ahiti- Ny;rhururu, (1990). I
has over 35 ycars of public service expelience with veterinarl'departurer
tcachin.g, re.search, aud adrninistration. He is the Chief Executive Ofticr
Kenyu l-eather f)evelopmenl Council.

tx

lr

lr

F

I
10

tt



KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201.8

MANAGEMENT TEAM

NAME

?

T

-T

I

{

i,,1,

Prc'rduclion Systerus, ligertou Univclsity, (2013), A4Sc (Anirnal Production),
tlrriversity of Nairo[:i, (2tr09), I]Sc (Animal Ilcalth) f,gelton Llnivelsity -
(1t)95) ancl a Certil'icate (Anirnal l-lcalth) Ahiti- Nyahunrnr, (1990). LIc has
ovcr' 35 lears rrf public service experience with veterinary dcpalturent,
teaching, researcrh, artcl adurinistratit'rrr. I-le is the Chief Executivc OfTicer...
Kettya Leatltcr Development Council.

r. ssac lil VCoor rs ycars rl

56 years olc{ and holds a BSc Leathcr Tcchnology degree (2004), Ccrtificatc in
I-Iides and Skins Irrrprovenrcnt ( 1981). Ile has attendeel corrrses in Clrrstcr
Ma na.gerncnt, Leathc'r' Finishing, lr ncl Busi ncss Incu bation.

is 58 yrs old and holds a cc'rtificate in leather technolo.gy (l-lides ancl Skins
Intprovement Conrse). He al.sc'r holds ir cliploma in 

- 
tnvirorrnrcntal Rc'sour

Managerment-Kenya polytcchnic Univei'sity College. I-Ic has 32 yeals'experienc,
in leather rc'lirtcd matters in the Civil servic:e.

LI s

r. osep

vnIS

SOtl fCcll.s

ic Planuing Worlishop, ISO Ccrtificatiorr, Disabil; ,

Genc'lc;r A4airrstreirnin.g. tle was plqyect co^coorcliuator t,.^'

ev[lte a

I-lc hlrs rrttc'ndec{ cou I'ses ,-1irr l,cirthcr'l'cclrnr'l

LINOPS
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5 Mr. Patrick Nyadtmo ts the l-lead of Human Resource he is 5 5 years olc
he holds a BBA iu I-lnnran Re.source and also has a Diploma in Personnel
Managenrent. I-lc" has attorded coursL'.s in Intcgrity Workshop, IIIV/AIDS
Sensitizatiort nttd Volutrtary'l'esting, ISO C-ertification, Disability Mainstreanring
and Gctrcler Maittstrcautittg,.

6 Ms. Joyce Wachtra rs tlre Ilead of ICl'ancl rs li6 years old. She holdslt
Postgraduatcr f)L'.gl'cc MSc Corttpufer Scierrce, BSc IT and Diplouru I'l'. She has
attcndecl irrduction Course tbr I'l', [SP Iacilitalion, ISO Managernent, Inte.grity
Workshop, Plarrtting, Developing Corpolate Website nnd f)atabase Syste nr t)esigr
and Managcnrent.

I

J
CPA Edwin Ombaka ts the sentor Intcnral Auditor aged 34 years. Flolcls MIIA
(l'inance) I'ronr University of Nairobi, B.c:orn (Acconnts) front Kenyatla Universitl
CPAK, Certilied Iufbrtnatiotr Systenrs Auclitor (CISA) and rvell traincd in oraclc
applications specifically thc Ilt'MIS and has workecl with firre nrinistries and
audited several Foreign Missions. He's a memlrer of 3 bodies, ICPAK, Infonnatiou
Systcrrrs and Control Associatiorr (ISACA) arrci Institute r-rf Infenral Auditors (llA).

E

l

CPA Gladys Njeri Mwangi is the l{ead of Atcouirts rinit she ii S2yr.solcl
and a nrenrber of Institute of Certifiecl Public Accountants (ICPAK). Shc holds a

Bachelor of Corrrrnerce (Finance Clption). She attended short courses in Senior
Managemertt at Kertya School of Governnrent, Preparation of' ['inancial
st;ttettrents (ESAMI, Uganda), Finatrciul Marragenrent and Good Gove ntance
(Dennrark) Harutonizctl Cash Trnnsfer' (HACT), Integrated Financial A4anagerner
lnfortuation Systcttr (lFMIS), Cortrputet' l'roficietrcy, which lncludes conrputcrize
accountittg packages. Above all she has a wealth of experienc'e having worked
for ovcr 20 ycals in the civil serice.
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4SWA ts

l

I

tc:1ilcl1t
Shc is li1 yeals olcl and holds a f)iploma iu Purchasinlq and Supplies Mauagemcnt
frour I\4ount l(urya Univelsity;irr addition, shc has passed pre'rf icienc_1,

cxamination for tllericaI Officels-Supplies optiiu.

l

I
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CHAIRMAN,S STATEMENT

The Bt-rat'd atrci the' tt nrent believes thcy willtlrive tt-rwards

Kcnya Leather De,veloprrient Corrucil (KLL)C) Itas ttttdergotle a tutttultttott.s growth in the
exeiulir-rrr ot' its nrirrrd:rte in pronrotirr.g a globally colnpctitive leatltet' ittdtr.stry in Kcrtya. Urtdcr
tftc lew dispensation, KLDC was nroved tlour tltc thcn Ministry ol' Livestock f)eveloputertt
(MoLD) to ftre Minisir"y of tndustry, 'frade :trtd Coope't'ativcs as a priot'ity a.gcncy fbr thc'
pronrotion ot leather, tcjotwcar and lc'ather proclttcts agenda in Ketty:r. This shift is of ttttrtost
ii.zniticance as it rierironslratcs the inrnreusc; tbcus crf Drotttotiott of the Govertrutettt towtt'ds
prlbnr,.rtion ot the rrranut)rcturing ecotrollly as a critical sc'ctor in the crc'atiott of jobs and
irrl-rloveprent of livelihood in I(enya. l'[rc leatlre r sectot' pl'csetlts t'tpporttttrity tbr thc ct'eittiott ol'
35:OOO iobs and subsc"oueut incr'6ase irt Kettya'.s (11'1rss Dotttcstic Pt'ocluct (GDP) by tlSD I50-
ZSb tvtiiliolr all ot wtrictr carr be achievcd 

-through 
iucreased value adt'lition effr'rrts itr thc'

leather value cltairt.

'ffte Lloverllllreltt trt Kenya throtrgh Kerrya Leather Developtrtetrt Cottncil is protttotitt.g a

ct-rntpetitive a trd snsta ittable lea l lter i nclustry.

Ke nyit
iloalsrichic'vc its of creati

Lrecortrittg
rtg jobs, inrprt-rvirtg lltc:

lily of lit'c tor

a leather hLrbllilllaSc
euliblc the counit'of Alrica and will

lra al econorny and addressin.q its llce ol'tlade hll towzrrcls a bcttcr qua
Ke 'r1l1S.

r iBare Duale

'y to
bala,

x



Whilc- tltc Managcntcttt carries out tltc'r{:ry-to-r1ay lrc'tivitic:s of thc Liouncil, the Boirrcl ol'
Ct'rttttcil is resl'rrruiiblc lbl policy c'lileciitur aritJ evahiatirrn of the activitir.s throri;qh lhe valious
Ct'tttttttittecs atrc-l lir'xtrrl approvnls. Thc Boar<1 irrrcl the Milnagcnrort will strivc io achic:vcr ihc:
spec:ific la.t'get.s artd ovclc-crtttc c-ltallcrtge.s thtrs crrsurin;q thc ci*rtrncil plays its lightftrl lole botlr
as il I'cgltlittot'attd cltzttt.gittg thg gc'1rl'ronric arrd social dyrrarrrics in'thi'lcatheir indrrstrv.'l'[re
Cotrllcil itppt'eciatc's the 

-litc1 tltat, ftrr tltc sectrrr lo Bl'ow ancl re;rlize its irrll potcntial, this
calttrr.rt bc dorrc.by a sinlqlc'Agc.rtcy lurrl thcrctll'(r itl)prcciates lhe sutr)l)ol't;1ivr'rr-by thr. Prrlcnt
Ministrv. 111 cr1)ll1s[i1)rrrlioir wit[r Grrverurucnt Dr'partriri'rrts rurd otlre r A3elrciis.

The t.)t'llattizatiort liltc nlluly trtlter' gr'rvc'r'llule nl agcrrcrc.s cxpcrir'ucr('d ledtrctiorr in
6fe1'gfoptttent Lrttd.get alltrcatiorr. In the ycal rrrxlel rcvicw only Ksh'. 212?500r000.00 otrt
ol'Ksh. 80OrOO0,O00.OO allocaterl tb KLDC fbr clevek-rprnrint was leceiver'|. 'Devc.loprnent

alltrcrttitrn t'edttc-'erl Lry Ksh. 587 r5OOrOOO.0O.'flre tccurrint allt-rcirlitrn torksh 671892rOOO
Irad ir rcduc,tiorr ot ksli Grg7S1006.OO.'

Tlte Rec'urt'ctrt Lrurl:<et was ittsttfl'icient itncl hcnce thc OrBanizzrtitrn carriecl out aclivitics that
cr'rttltl Lrc accouttttorl:ttcd bv thc available l'csolllcc.s -whilc trlhcrs wet'e suDDt)ftr'tl [-rv
devclcrptttent futtds. 'l'hcrel'orl, lirr ttre L-ouncil to c'xc:c:utc' its regulatory rr.-rlc ttrr fhe industry
attcl pLt'rtltt'tlt'valuc 

",16litierll 
thc.slate tlrrtrugh thc'Nationa-l A.sscrirLrly should consirler'

itrcrcasittg tltc recun't'nt brrdgct illlocatiou to cnirLrlcr lllc L-(rullcil to acfu1re.s.s thc technical gaps
existing in its c:rrrlent stalf slnrcturr.s.

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

REPORT OF THE CHIEF EXECUTIVE OFFICER

Kettya's leatlter sector is a trtajor prittrity of the (loVeuullcnt,:rs lhrr Cotrrrlry sec.ks to attain
the ettvisit-rrtcd Visiou 201J0. I(enya Lc'zrther Dc'vc'lopurcnt Council will estalrlislr a stlong
partnclship with the Privatc Sector; Developrncut Partners and Govcnuuent instittrtions in
otdel identity the kcy gitps artd oppc'rrtunitics within the int{ustry. Dcspite the pcrtentials
availal.rle in the leather indrtstr:y. historical challorSes lrave lar;gcly trbscurecl tlt: achievenrent
t'rl' this sectr)t', lendin.q to the neetl ttrr proactive ancl collaborative ellga:leulent bctweeu tltc
Govc'rtttttct'lt ot Kerrya and leathel value chain stakehtrlclcrs on tailor'-nrade initiatives aiurecl
at tratt.sfot'nring Keuya Irour a hides ancl skins protluccr to a global playel in production o1'
cotupelitivc leathcr', tootrvcal ancl leather goocls.

Dr. Is hamed Noor
Chief Executive Officer
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coRpoRATE SOCTAL RESPONSTBTLTTY (CSR) UNDERTAKEN By KLDC

Durirr.g the FY 2017/18, KLDC has bectt invr:lvecl in the tbllowing Corporzte Socrial
Responsibility activities: -

i. Encouraging resource efficiency and waste mana9ement in production of
leather irtiEles from offcuts;-

KLDC has unciertaken this through its ertgagenrcrnt in the Switch Atrica Green Plojc'ct a
two Q) year prdect aittred at prottttrting green practicc's acros.s variou.s sectors in
Kertya. Specificially, tlrrtrugh this Prtr.iect, KLDC erigaged 40 enterprises drawn t'r'onr six
(6) counties rranrc"ly; Kisunrrr, Elclorc't, Nyeri, Kiantlrri, Nakuru and Nairobi. The MSMEs
were takcn through irrtc'nsive turirting on ltow they cotrld Lrtilize leather off cuts
(previou.sly discarcled as waste) irt produclir-rn of quality leather artifercts tbr sale. As
suclt, throu.gh the trainin.g MSMEs ltave beert able to reclainr leather oftbuis ancl use
this nratclial irr production of itetns .srtclt as; key holdcrs, sandals, dog collerrs? alllollg
others. Thc' training alsr.-r covered efficient ttse of chemicals anci watei in lhe Tanning
industry.

Cottsetlur:nlly, the inrpact or1 the ertvironnrent lror-u waste lezrthcr offcuts has
signiticantly reduced as MSMEs have t'eported recycling of over 1,000 Kilogranrs of
lcatlter ofl'ctrts therelry rcdrrcing rrc'.gative inrpact on the environnrent.

Training of Artisans ln partrtership with ALLFI/Aflicra teather ancl Leather
Pt'oclttcrts lrtstitr.rte through the Swilcrh Atric:l Greeu Pro.iect, KLDC lras trained 59
MSMEs ou various busiuess aspects aiuted at irtrproving the qtrality and conrpetitivcness
of thr'ir prodrrcts. 'l'he skills lcialrtt ltave ct'caled irnrndnsc irirpacf on the brisirresses ol'
be'rteficiary MSMEs resr.rlting in better clrrality proclrrcts and inCreasecl access to rnarkets.

xvii
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III. REPORT OF THE BOARD OF THE COUNCIL

Thc [tr'ralcl of thc Courrcrl sublllits its annual repol'l together with the urlarrdilcd finauc:ial
statctttertts fbl the yeal enclecl.[une 30, 2018, which shc'rws the state trf thc: Council's al'fuirs.

Principal activities

Whilc tltc uranagenrcnt citlrics ottt tlte day-to-clay
Couttcil is resporrsilrlc_tl-rr tlrc policy direction and
valir)lls conunittees and Boald approvills.

ac:tivitics of tlrc Ct'runcil, the Board of
evaluation of thcr activities through the

Results

Tlte lesults of thc Cotrrrcil fbr the year endc'd.[une liO, 2018 are set out on page I to 25

The Council

Thc Appointnrent ot the Courtcil is in acccrrdatrc:e to Sectic-rtt 4 ot' 'the l(crrrya Lcatltel
Deve loprttcnt Cou ucil Order, 2O1 l.

Auditors

Thc Auditol Clenet"al is fcsporl siblc' tbl thc trf lhc Ctruncil irr lrcrctrlclirncc' rvitlr
Scctiorr l6 of thc' I(errya Leathel Dc'vc'

statrrtot'v ltuclit
krpnreni Corrncri I L-lrder', 2O11.

e

Da

Bare
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icl
r/per

rd
riod. The Clouncil is also
isclosc with rea.st'rnablc AC-'CtI

irccl to ensrrre that
its financial

STATEMENT OF THE COUNCII,S RESPONSIBILITIES

Sectir-rrr 8l of thc f'rrlrlic: Firrance Managcttrcttt Acl, 2012 and Section 7'3,14,15, 16, 17 anr-l 1.3
crf Tlre Kenyzr l,cather psycloputcttt C]ottttcil Ordr't', 2011, rcquit'es tlte Directols to plcpalc
f inattcial statentents in respcct of the Coutrcil, which .givc:s A trnc aud fhir view of the o1' thc
Council at tlre end ol the I'inancial ycar'/period and the operatittg rcsults of the Council fbr thzrt
ycir
rvlr

f('qu
racy
,ts ofIe fbr saf'egrrarding the assc: thc'Conrrcil

posl
it kceps proper

tion. The Board,
accc-lrr rtti n8 recrlrds,

of the Corrrrc il is alsr'r

(i)

( ii)

(iii)

(iv)
(v)
vi)

f)irector.s lespon.sibiIities incIudc: -

Maintaining aclequate financial nratlagenrertt arrangenrents ancl errsuring that thest:
continue tcr be eft'ective throughotrt the reportirtg period;
Maintaining propel'accountin24 rccords, wltich rlisckrse wifh reasonable acculacy at

arry tinrc' thC finarrcial position of the Council;
Designing, iurplenrenting rrnd rttaitttitining internal contrr'rls relevant to the
preparation aud tirir presentatiou of lhe financial stateurents,. and ensuring that they
are fi'ec fronr rnaterial nrisstatenrents, whether due to el'rol'or fiaud;
Sat'eguru'tling the assets of the Council;
Selecting, anil applyinS appropriate accoutrting, policie.s; and
Making accountin2; cstiuratcs that rrc rcasonalrle in thc circuurstauccs.

rr18 hzrs ct'rutc tr-r the atterttiort rlf tlte Cotrttcil to inclicatc that the Couucil will not reluaiu a
118 cortc-erti lbr at least the next twelve urortths fiottt tlte date of this statenrcnt.

of the Financial Statements

cntr 's t'ittit trr:ia I statcnrc'nts pproved by Board on ?O18 ancl sigued
by:

tectot rector
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a REPUBLIC OF KBNYA

+254-20-342330 P.O. Box 30084-00100
NAIROBI

www.kenao.go.ke

OFFICE OF THB AUDITOR-GENERAL
REPORT OF THE AUDITOR-GENERAL ON KENYA LEATHER DEVELOPMENT
COUNCIL FOR THE YEAR ENDED 30 JUNE 2018

PORT ON THE FINANCIAL STATEMENTS

Iified Opinion

have audited the accompanying financial statements of Kenya Leather Development
ncil set out on pages 1 to 25, which comprise the statement of financial position as at
June 2018, and statement of financial performance, statement of changes in net

statement of cash flows and statement of comparation of budget and actual
for the year then ended, and a summary of significant accounting policies and

explanatory information in accordance with the provisions of Article 229 of the
stitution of Kenya and Section 35 of the Public Audit Act, 2015. ! have obtained all
information and explanations which, to the best of my knowledge and belief, were

ry for the purpose of the audit.

my opinion, except for the effect of the matters described in the Basis for Qualified
n section of my report, the financial statements present fairly, in all material

, the financial position of Kenya Leather Development Council as at 30 June 2018,
of its financial performance and its cash flows for the year then ended, in accordance
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with

Kenya Leather Development Council Order, 2011

is for Qualified Opinion

Property, Plant and Equipment

Training and Production Centre for the Shoe lndustry (TPCSI) in Thika

previously reported, the property, plant and equipment balance of
.256,748,032 as at 30 June 2018 excludes an undetermined value of land and other

equipment which the Council acquired from Kenya lndustrial Research and
lopment lnstitute (KlRDl) at the time of handing over of Training and Production

for the Shoe lndustry (TPCSI) in Thika. Some of these assets were bought at the
of the Centre in 1994 and earlier years and are operational while others are

ctional and obsolete. The handing over report did not disclose the values of these
pment. ln addition, the following were observed;

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

of the Auditor-General on the Financial Statements of Kenya Leather Development Council for the year 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 TPCSI in Thika sits on 0.1096 hectare (0.271
acre) of land, LR No.495312317 and registered in the land title registry as L.R.
No.40506/4 as per Trustee Deed made on 25 February, 1994 and certificate of title
issued on 25 April 1996. The whereabouts of the title deed could however not be
established and therefore the ownership of the land could not be confirmed. Further,
no valuation report for the parcel of land was availed for audit review.

1.2 Construction of Modern Common Effluent Treatment Plant at Kenya Leather
Park - Kenanie, Machakos Country

KLDC in joint venture with Export Processing Zone Authority (EPZA) each 50% entered
into a contract with EPCO Builders Ltd on 17 February 2017 (Contract No. KPL/KLDC-
EPZN}1l2016-2017) at a contract sum of Kshs.2,265,324,226 for the above mentioned
project.

As a result, a feasibility study was done by MS Repcon Associates which was procured
by EPZA and a feasibility report issued in April 2016. Our audit on procurement and
management of this contract raised the following concern;

(i) The contractor was to commence work within 28 days of awarding of the contract.
During the last audit inspection at the site, a comparison of the work plan and the
targets revealed that the work is far below the expectations. The value of work
certified by the Engineers of the State Department for Public Works as at 20
February, 2018 was estimated at Kshs.123,746,991 being apportioned as
Kshs.90,000,000 to KLDC and Kshs.33,746,991 to EPZA.

(ii) The total budget for this project that was approved by the Board and the Ministry
has not been availed for audit review which raises concem as to why the
resources were committed before the budgetary approval was given.

(iii) The management made an advance payment of Kshs.385,105,119 on 12 June
2017 followed by another one of Kshs.90,000,000 on 1 February 2018 for
certificate No.2 dated 20 February 2018. On 20 March 2017, the contractor
issued a performance security bond of Kshs.453,064,846 being 20% of the
contract sum in favour of KLDC and EPZA as per clause 13.2.1 of the contract
agreement that expired on 20 March 2018.

(iv) Clause 13.2.2 of the contract indicate that, the amount of performance security
shall be reduced in proportion to the value of the facility/ work executed by and
paid to the contractor from time to time and shall become void when the full
amount of the security has been recovered by the employer. Contrary to clause
13.2.2 of the contract, the Council paid Kshs.90,000,000 for certificate No.2
instead of recovering from the advance payment whose security has already
expired. This leaves the Council being exposed to the extent of Kshs.385,000,000
held by the contractor without any valid security.

Report ofthe Auditor-General on the Financial Statements ofKenya Leqther Development Councilfor the year ended
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(v) Both KLDC and EPZA claim 50% stake in the project. However, KLDC
made a payment of Kshs.385,105,119 over and above the 50% cost of the
joint venture which is equivalent of Kshs.226,532,435.

(vi) The project has currently stalled because of the uncertainty of the site where
it was being constructed. The State Department of Public Works has
recommended the project be relocated in another suitable site and works
should commence afresh. This would amount to wastage of resources
already paid to the contractor and cast doubt as to whether the
environmental assessment by NEMA had initially been conducted and
implemented.

In the circumstances, it has not been possible to ascertain that contractor is executing his
rk as per the contract agreement and whether value for money, commensurate with
work already done by the contractor will be obtained. Further, the Council is at risk to
extent of Kshs.385,000,000 held by the contractor without any valid security since the
rity deposited in the bank by the contractor matured and has not been renewed

3 Gonstruction of Precast Boundary Wall at Kenya Leather Park

Council entered into a contract with Lirona Construction Limited in 2016 for the
ction of Precast Boundary wall at Kenya Leather Park- Kenanie in Machakos
at a contract price of Kshs.108,057,543. The project was planned to commence

24 March 2016 and anticipated completion date being 2 October 2017 .

e total payment to the contractor as at 30 June 2018 amounted to Kshs.94,958,801
the retention amount of Kshs.11,890,587 held in a deposit account. Physical

on conducted on the project revealed that there were no construction activities
nce part of the wall had collapsed as a result of floods experienced in early 2018. A

on of the perimeter wall which had collapsed appeared to be the one erected on
py areas, pointing to a possibility that geotechnical survey may not have been

rried out before commencement of works

ess the project is completed, the Council is likely not to realize its planed objective of
ing the Kenya Leather Park land

Management of a Contract

previously reported, the Council entered into a contract with local company in
1512016 for the supply, delivery, installation and training of footwear and leather goods

anufacturing equipment at a total cost of Kshs.83,038,539. Although the management
indicated that there was a concept paper as well as a Memorandum of Understanding
U) on the project, no evidence was availed for audit review on the number, nature of

achines and location where they were to be installed. Further, a deposit equivalent to
% Kshs.16,607,708) of the contract value was paid to the supplier in 201512016

rring the financial year 201612017, the Council made a further payment of
hs.59,787,745 to the supplier before the equipment were installed, commissioned and
ining of users contrary to the terms in the signed contract.

of the Auditor-General on the Financial Statements of Kenya Leather Development Council for the year ended
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ln addition, during the year 201512016, the Council engaged another local company at a
contract price of Kshs.17,390,148forsupply, delivery, installation and training of footwear
and leather goods manufacturing equipmenUmachines, resulting into a total cost of the
said equipment of Kshs.100,428,687. During the year under review, the Council made a
further payment of Kshs.15,651,133 to the latter local company even before the
equipment procured from the first local company were delivered, installed, commissioned
and users trained on how to operate. Though all the machines were eventually delivered
and the Council paid a total of Kshs.92,046,586 out of Kshs.100,428,687, these
equipment have been stored at the Council premises for more than two years without
being installed, tested and put to the intended purposes hence raising concern of the
equipment going to waste.

Consequently, the value for money in respect of the two local companies with a paid sum
Kshs.92,046,586 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 judgment, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section. I have determined that there are no Key Audit
Matters to communicate in my report.

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 fficer.
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 301.1ha belonging to EPZA located at

Report ofthe Auditor-General on the Financial Statements ofKenya Leather Development Councilfor the year ended
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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 they would be shared
were not defined. ln addition, it was not clear which of the two institutions was to
incorporate in its books of account the operations and the ownership of the industrial park.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

Als required by Article 229(6) of the Constitution, based on the audit procedures
pprformed, except for the matters described in the Basis for Qualified Opinion section of
4fy report, I confirm that, nothing else has come to my attention to cause me to believe
tfiat public resources have not been applied laMully 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 the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

A$ required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
p;pcedures performed, except for the matters described in the Basis for Qualified Opinion
s(ction of my report, I confirm that, nothing has come to my attention to cause me to
b$lieve that internal controls, risk management and overall governance were not effective.

Basis for Conclusion

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.

Rdsponsibitities of Management and Those Charged with Governance

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

B*" of tha Arulitor-General on the Financial Statements qf Ken1,a Leathcr Development C,
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Basis) and for maintaining effective internal control as management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, management is responsible for assessing the
Council's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless the
Council either 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 Council's financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-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 lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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

Report of the Auditor-General on the Financial Statements qf Kenya Leather Development Council for the year ended
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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, 201 5 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
neduce 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:

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

a

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

Rlport of the Auclitor-General on the Financial Statements of Kenya Leather Development Council for the year ended
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Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Council 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
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

09 April 2019

Report of the Auditor-Genaral on the Financial Statements of Kenya Leather Development Council .for the year ended
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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2018

Note 2OL7-2OL8

Revenue from non-exchange transactions

G.o.K Grant -Recurrent 2 60,919,000 35,600,000

G.o.K Grant -Development 74,904,628 75,789,3L8

1_35,823,628 111.,389,318

Revenue from exchange transactions

Training and Production Centre for Shoes lndustry 731,972 L,041",027

UNOPS Project '1,,21,9,799 6,310,747

Total Revenue L37,775,399 tLg,7qL,Ogz

Expenses

UNOPS Project 1,785,550 4,777,253

Goods and Services 0 382,908

Employee Costs 24,657,900 21,,765,360

Remuneration of Directors 9,920,342 9,96g,002

Depreciation and Amortization 48,605,289 36,',143,953

Repairs and Maintenance 844,855 96L,527

Contracted Services 2,587,368 21.,238,91-4

General Expenses 34,85L,590 29,41.9,5L3

Total Expenses 121,252,894 L24,556,430

Surplus before Tax

Taxation
14,522,505 (5,915,339)

20t6-20t7

3

4

5

6

7

8

9

Surplus for the year L4,522,5O5 (5,915,339)



KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2018

Description

Assets

Current Assets

Cash and Cash Equivalents

Salary Advance

Receivables from non-exchange transactions

lnventories

Prepayments

Total Current Assets

Non-Current Assets

Property, Plant and Equipment

lntangible Assets

Total Non- Current Assets

Total Assets

Note 2Ot7-2O18 2OL6-2OL7

10

11

15

127,061,565

0

548,172,5O0

4,344,808

5,578,164

685,157,037

85,923,',J.67

28,36L

0

2,371,,937

388,L47,892

476,47L,357

L2

L4

256,748,032

t3,L87,499
269,935,531

955,092,568

1,84,502,012

L9,830,749

2O4,332,76t

680,804,118

tiabilities
Current Iiabi]ities
Trade and Other Payables from non-exchange transactions 13

Non-Cu rrent [iabilities

Total Liabilities

Net Assets

Capital Fund

Retained Earnings

Accu mulated Su rplus/Deficit

Total net Assets and Liabilities

The

27,400,506

27,4OO,5O5

20,805,947

20,805,947

27,400,506

927,692,062

594,806,054

202,787,489

L4,522,5O5

955,092,558

20,805,947

659,998,17 1

457,2L0,682

202,787,489

680,804,1.L8

statements
l

setoutonpages 1 to 23 wassignedonbehalfof Board of Di by

Sign...

Date..,,....

Dr, lssacl< M, Noor PhD

...r'rn.........Q.5r.

......,...Da te......,....t.{..r;.i.}.,o.i.5...,.........Date

Gladys N. Mwangi

ICPAK Member No. 11120

Abdi llare Duale

L

Chief Execu tive Officer Chairnran ofthc Board
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KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2O1B

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2018

Balance as at 30 June 2016

Retained Earnings Capital Fund

2L9,85t,046 596,304

Deficit for the Period (5,815,338)

Reva lu at io n

Capital Fund ( Net lncrease)

Balance as at 30 June 20L7

Surplus for the period

Capital Fund ( Net lncrease)

Balance as at 30 June 2018

('

('J.',J",249,2191

202,787,489

1_4,522,505

0

2L7,309,994

137,595,372

594,806,054

L37,595,372

8L2,t16,O48

0

Total

220,447,150

0 (5,815,338)

(596,304) (t1.,844,523)

457,21,0,682 457,21,0,692

457,210,682 659,99g,171

0 1.4,522,505

I

ll
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE

2018

Cash Flows from operating Activities
Government Grants: 2

Other Income:

TPCSI(Training and Production Centre-Shoes lndustry 2

UNOPS 2

Total Receipts

Payments

Employee Costs 4

UNOPS Project

Boards and Committee 5

Contracted Services 8

General Expenses 7+9

Other Payments retenf ion tronsferred to deposit occount 13

Prepayments 2017 /2018 15

lnventories

Total- Payments

Net Cash Flows from Operating Activities

Cash Flows from lnvesting Activities
Purchase of Property, Plant, Equipment &lntangible
Assets

Net Cash Flows Used in lnvesting Activities

L2

Net lncrease/(Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalent at 1st July

Cash and Cash Equivalent at 30th June 2018

2017-20t8
273,41,9,0OO

73L,972

L,21"9,799

275374,77L

24,657,900
L,785,550

9,920,342

2,587,368

35,696,445
77,400,506

5,578,'1.64

lo7,626,275
t67,744,496

(126,526,085)

(126,526,085)

20L6-20L7

569,600,000

t,041,,o27

6,3t0,747

575,95L,774

2L,765,359

4,777,253
g,g6g,oo2

2t,238,9t4
30,662,948

388,L47,892

(2,371.,937\

474,L88,411

loL,763,343

(202,226,53L1

(202,226,53L1

4L,2\8,41,L

85,843,L54

127,061,565

(100,463,188)
'186,306,342

85,843,154

4

l.
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NYA LEATHER DEVELOPMENT COUNCIL

NNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

ATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30

UNE 2018

sala ries(CEO)

ntractual Employees

sual labour

p Allowances

sic Wages -Employees

r and Sewerage Charges

e, Telex, Facsimile

Mobile phone Services

Connection

urier and postal services
vel Costs (Airline, bus

lway, mileage allowance,

ily subsistence Allowance

ndry items(eg Airport tax,

xis etc)

reign Travel and other
rt cost

ign Travel Costs (Airline,

s, railway etc)

ng and publishing

bscription to news paper

lvertising awareness and

blicity

shows and exhibitions

6,408,408 5,750,2L8

5,223,407 4,686,925

960,000 861,401

26,896,767 24,t33,736

95,498

26,700

1,068,000

240,000

10,000

85,690

23,958

958,309

21s,350

8,973

300,000 269,1,88

250,000 224,323

APPROVED

ESTIMATES

20t7l2or8
ACTUAL

RECEIPTS

COMMITM
ENTS

RECURRENT

BUDGET

DEVIATION

ACTUAL

PAYMENTS
ACTUAL
BALANCESPAYMENTS

6,570,000

6,076,823

384,516

1,L,941,,O79

56,631

L8,728

1,020,000

27t,gtt

46,990

163,370

7,750,L39

62,000

56,140

142,500

t,orL,820

12,840,505

(161,s92) 6,73L,s92 (98L,314

ria

(8s3,416)

575,484

i4,955,088

6,930,239

(190,958)

(3,014,009)

(2,243,31.4"

1,0s2,369

27,147,745

67,926

1,3,201

( 13,591

(88,47t

17s,o07)

(163,370)

(13,731,090)

119,809

65,729

77,449

(9s,271)

(1,833,911)

(5,949,165)

38,867

7,972

48,000

(31,9 11)

(36,990)

(6,8s0,139)

L7,764

10,757

972,OOO

303,821

83,980

763,370

L4,000,278

L77,257 72,743 104,5t4

100,000

100,000

100,000

100,000

1.0,400,000

89,729

89,729

89,729

89,729

9,331,845

38,000

43,860

(42,s00)

(911,820)

(2,440,505)

24,000

72,280

185,000

1,923,640

15,281,010and rates non residential

'r' ).)(
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018

300,000

200,000

100,000

5,018,9s5

2,500,000

1.,500,000

L78,000

r"50,000

100,000

1s0,000

300,000

60,998

700,000

55,866

3,000,000

300,000

269,188

1,79,459

89,729

s,400,766

2,243,232

1,345,939

t59,7L8

L34,594

89,729

134,594

269,188

54,733

628,105

50,128

2,69L,878

269,188

269,t87

L79,458

8,206,380

L,789,306

791,867

25,800

134,594

89,729

269,188

25,476

834,368

44,051,

30,813

20,542

100,000

12,187,424\

770,694

708,133

t52,200

15,406

to,27t

150,000

30,812

35,522

(134,368)

1 1,815

3,000,000

30,813

238,374

158,916

(100,000)

10,393,804

L,078,612

83,734

(126,400)

1 19,188

79,458

(1s0,000)

238,376

(10,046)

968,735

32,236

(3,000,000)

238,374

30,8L4 _

20,54r

189,72\'

(4,es3,03e)__

L,764,62(

L,262,205 
_.

286,11t

15,406 _

L0,271

284,59t-

30,8L2

I

)701

)801

)808

)809

)901

)904

.015

_ 101

-102

i.103

t202

,301

1305

1305

L3 10

)101

)205

)210

Training Expenses

Catering Services (Workshops)
& Accommodation

Purchase of coffins

Boards, Comrnittees,
Conferences and Seminars
Medical lnsurance(board
members)

Motor Vehicles lnsurance
Purchase of uniforms and
Clothing - Staff

General office supplies

Supplies and accessories for
COmputers and printers

Sanitary & cleaning materials

Refined fuels and lubricants

Bank services, cornmission and
charges
Contracted Guards and
cleaning Services
Membership fees, Dues &
Subscriptiorrs to professional &
trade bodies

64,775

(340,631)

17,89i

s,691,87i

30,814

Contracted professional service

Motor vehicle maintenance

Maintenance of building and
stations

Maintenance of computers
software and

269,1,87

TOTAL 67,892,000 60,919,000 60,919,000 6,973,000 53,946,000 6,973,00C

NB:The fourth quarter allocation was revised by KSH. 6,973,000 as a result there were deviations in the
budget.

6
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KENYA LEATHER

DEVELOPMENT

COUNCIL

EXPENDITURE RETURNS

DEVELOPMENT

ACCOUNT

't'tT't.rl

,tdministratiyc
[.rpenst's
Dorncstic lravcl &
subsistcncc ancl olhcr
transportttli0rt ctlsts
Acconrrnodrtion
donrcstic trar,cl

Daily subsistence
allowance

Sundry items

Foreign travel

Foreign travel

Accomodation
Daily subsistence
allowance

Sundry items

Prlnting advertising

Printing advertising
Publicity and

contnrunication

expenses

ex penses

Tuition fee
Hospitality supplies and
services
Hospitality supplies and

Services

Boards, committees,
conferences

lnturance costs

lnsua rance
supplies and

& general supplies

Supply and accessories
for computers and
printers

APPROVED ESTIMATES

2OL7/2Ot8

Budget lleceipt

COMMITMEN
TS PAYMENTS

467,000.00

53 1,250.00

TOTAT

COMMITMENTS ACTUAL EAI.ANCE

')a

i

500,000.00

1,000,000.00

3,000,000.00

s00,000.00

700,000.00

1,000,000.00

1,500,000.00

300,000.00

2,000,000.00

2,500,000.00

1,500,000.00

3,s00,000.00

1,095,000.00

1,000,000.00

732,812.50

265,625.00

796,875.OO

132,812.s0

185,937.50

265,62s.OO

398,437.50

79,687.50

53 1,250.00

664,062.50

398,437.50

929,687.50

290,8s9.38

265,625.00

132,812.s0

265,625.OO

329,875.00

132,812,s0

0.00

18s,937.50

26s,62s.00

398,437.s0

79,687.50

0.00

531,250.00

664,062.50

0.00

398,437.50

929,687.50

0.00

290,859.38

26s,625.00

0.00

0.00

0.00

0.00

rl
l

rl
1

I

tr

ij

2,000,000.00 531,250.00

.1r01

I
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Fuel, oil and lubrication

Fuel, oil lubrication
Other prational
expenses
Contracted prof essional

su ppl ies

Contracted technical
services

2,s00,000.00 664,062.s0 419,610.00

1,000,000.00 265,62s.00

100

201

100

110

111

t00

101

200

202

210

21.2

70L

)01

c02

r12

s00

s05

Routine maintainance
Motor vehicle
maintenance
Routine maintainance-
other cost
Maintainance of off ice

furniture &equ
Maintaine of computcr
software a

Maintainance of corlnr
equip
Purchase of motor
veh icle

Purclrase of office
furniture & equipment
purchase of computer
pri nters
Purchase of specialized
plant, equipment &
machinery
Purchase of specialized
plant, equipment &
machinery

purchase of software

TRAOE SHOWS AND
EXHIBITIONS

Trade shows and

exh ibition s

KARIOKOR CLUSTER

PROJECT

Training expenses

Trainlng

Travel allowance

Production and printinS

Hire of training facilities
and equip

Tuition fees allowance

speclalized materials

Purchase of unil'ornrs
clothing

Other operating expenses

Contracted prof essional

services

2,s00,000.00 664,062.50

350,000,00

400,000.00

s00,000.00

92,968.75

106,250.00

132,872.s0

0,00 -

244,452,50

0.00.---

0.00

265,625.00 -

0.00

664,062.50

0.00

92,968.75

106,2s0,00

1 32,8 12.50

0.00
332,03 1.25

26s,625.00

0.00
(77,257,468.501

100
111

1,250,000.00 332,031.25

1,000,000.00 26s,625.00

s00,000.00 132,812.s0

2s0,000.00 56,406.25

2,500,000.00 664,062.50

17,390,281.00

66,406.25

0.00

664,062.50

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.o0

0.o0

I

700

701

70L

703

704

7r!

000

016

300

310

o
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ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201.8

Contracted technical
service

Purchase of office furniture
and general equipment
Purchase of computers
printers and other it
equipments

of building

Maintainance of plants

machinery&equipments

Revitalization of training

1,000,000.00 265,625.00

production center

ng expenses

Office and general supplies
&servrces

Maintainance of plants

machinery and equipment

Ref urbishment of building
Resource mapping and
development

expense5

Hire of training facilities
equip

proffesianal

s00,000.00 132,812.s0

Networking
unication

project
supplies and

supplies
Servtces

expenses

travel subsistance
transport cost

0.00

0.00

0.00

0.00

26s,625.00

0.00

0.00

0.00

132,812.50

2,656,250.00

0.00

0,00

0.00

132,812.s0

0.00

0.00

0.00

0.00

0,00

0.00

0.00

26s,625.OO

531,250.00

0.00

0.00

0.00

2,502,725.OO

0.00

0.00

s00,000.00

10,000,000.00

1,000,000.00

2,000,000.00

13 2,8 1 2.50

2,656,250.00

26s,62s.00

531,250.00Travel

of produced assets

Advertisement

awareness and
campaings

showandexhibitions 22,000,000.00 5,843,750.00

of produced assets
of training facilities
equip

,1- _
11,l
l-r

3,347,625.OO

.. .1. ]i

li il(, )

:rl 1.1( lt

: Lr- (,'

. '-:t-);',

..1 lr)/

l)

lr'

'ti

., Iit,'

.'.:
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300

301

lo2

200

201

;00

504

400

102

Hospitality supplies
&services
Catering sevices
(Receptions) accomodation
gifts foods
Board,conrmitees and

coference

Fuel &lubricants

Motor vehicle tuel
Construction and civil
works
Other inf ranstructure ancl

civil works e,g common
ef flunt treatment plant

Research,feasibility,project
preparation and design
Engeneering and design
plans

900,000.00 239,062.50

720,755,000.00 191,450,546.88

1,500,000.00

2,000,000.00

398,437.50

53 1,250.00

0.00 -

398,437.50

531,250.00

0.00

239,062.50

0.00
69,736,830.42

0.00

0.00

67,8t9,642.54

rzL,7t3,716.46

variance of Kshs . t7,257 ,468.50 on purchase of agricultural machinery and equipment was funded by b/F for the tlY 2O76(ZOL7

GRAND TOTAL 800,000,000.00 212,500,000.00 L44,660,357.46

NOTES TO THE FINANCIAL STATEMENTS

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

Legal Notice No.1"14 of 9tt' September 2011). 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

Tlte Courtcil's fin:rncial statt:ntolts havc Lrcren prcparerl in rrccordance rvitlt anri crollrply wilh
Iuternationtrl Public-Scctor Ac:counting Standalds (IPSAS).'fhc'financ:ial statenlents zrre
presr:ntcd in Kernya shrllings, which is the func--tionzil zuld rcporting culrurcy of the Conncil.
Thc nccounting pr-rlicics havc been consistenlly applied to nll thc years prcselltcd.
'Iltc'firrarrcrial statorrc:uts hirvc br'c'u prcpaled btlsed orr histrlrical c:osl, rurlcss stated othcrwise.
Tlte cash flow statunent is pleparcd rrsinlq thc direct urethorl. The financial statenrellts arc
preparc:d on accnral basis.

3. Summary of significant accounting policies

I

10

I
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al REVENUE RECOGNTTTON

i) REVENUE TROM NON.EXCHANGE TRANSACTIONS _ IPSAS 23

overnment and Donor Funding

Council recogttizes I'evenues fi'orn Govertrtrtettf attd donors when the everrt occurs ancl the
recogtritiort criteria are nret. To the extent that there is a related condition attached that

.give rise to a liability to repay the atnouut, def'erred irrc-'onre is recognized instead ot'
ve nuc Othcr' l.lol excha l18e t'eve s a t'e |eco811 ized when rt S proba le that rl l(' u 1rr t'et) fr11uC

1ll bc nefits r)f SC 'vlce poterr tial ll SScIC lll ted \v th the a SSC wil flow tt-l thc: Itnd the
ir valrte of the assct can [:e rtteitstu'ccl leliably. Thc Council's policy is to apportion opelating

irrc:ulred under Developnrent votc to 11. stlrtenrent of Financial Pe,rfbnuance ancl lhc
lattce of f)evelc-rptrtettt Incc'rute fbr Developurent Pro.jects is apportionecl to statcnrent of

l11 ll a ssets u rti Cap itit I:tt nd Rcc LI 'l'e l1 opc ratin.g pe

L

c I'e t cx l1SCS and Rcvc lUcl
^

t'c ll Iy
'eco8n izccl ttt Ite stit tc ll1 rlll t of Fi l'lil ncrla Pe rtbrurance

sfers from other government entities
nttes I't'ottt ttott-r'xcltaugc' trattsactiotrs with other govenllncnl cntities are llleasurcd :rt fair

le
tte attcl rec:oSnized on obtaining control of the asset (cash, goods, serviccs arrd propclty) if
tt'atrsl'er is free l'ronr conditions arrd it is probable that the ecorronric benefits or serice

tial related to the zrsset will f'low to thc Coturcil and can be nreasured reliably

ii) Revenue From Exchange Transactions
The Coutrcil rcccrgrrize.s revetlue fiortt training selvices at Training and Procluction Cerrtre
tbr Shoes Iudustry.

b) Badget information - IPSAS 24
annual budget is preparecl ort tlte accrual basis, that is, all planned costs and inconre are

'esentec'l in a single statetrtent to detet'trtine thtr needs of tlre Council. As a result of the
ptio n r-rf hc zlc ruA basis fir br.rdgeti pu poseC I I13 I' S he rc a|e llc) ba s, tr lll lr18 o CoullcS t'

ftc I'C llccs tha woLl lcl req u fc' l'c-COIlC lia Itort between tl le actua colll pu mbl a llloull ts and thee
llloll t1 S pl'ese ted AS a SC pafate add tiotra fi llil rcral sta tenren t ll staten le l1 t'rt' CO lll paf lsr)11

budget ancl actual anrounts.

c) Exemption from Corporation Tax - IAS 12

rent income tax
C-ourtcil is exetrtptcd l'rotrt tlte paymcnt of corporation tax as stiptrlated in paragraph
(3) of the PFM act of 2015.However the Council conrplies with all otheri statutory

rgatrons.

ef.erred tax
f'erred tax is provided tr.sing thc liability nrethod on tenrporary diff'erences Lretwecn the tax

s ol'assets antl liabilities and their carrying anrounts tbr t'inancial reporling purposes at the
tg d:ttrr.

d tax lia

t

ht

19

fc bi cs l'e re(' r)8 zed fbr a taxablc tcrnpora Iy cl iff'crc llce xce pt 'c'spects c

l

taxable te 1l po I'A ry c1i ft'c frr IlCCS ?lssocl rt ted w r1 lll vesttttcrrt ts lll coil tt'clllcd ASSOC lit tes

Corrucil

in
errtities,
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allcl itlt'erests in jt'ritrt vcrtlttlrcs, wltetl the tinring of thc revc'rsal of the tentprorilly diffcrcnces
can Lre ct'rntrollec'l ancl il is probalrle that the letrtpr'rrary diff'ercnces will nol reversc in thc
firreseeable future.

Delclr.t:cl tax asscls at'c rccognized tbr all dcductible terttporary dil'f'eletrces, thc carl'y forwltrd
of untrsecl tax cr"eclits anc-l any unused tax losse's. t)eferred titx assets al'e recoSnized to tlte:

exterrt that it is probalrlt- th:rt taxable profit will be available agilinst which the det'luctilrle
tcnrporary c-liff'crences, and the catl'y fbrward of uurtsed tax crcdils itud tttrttsed tztx losscs cau
be trtilizecl, excc'pt in respect tr1'c-leduc:tiblc' tenrporzrry differcncr:s associatcrd with ittvesttttetrts
in crontrolled etrt itie.s, assrtciatcs anci illtefcsts in .joint vetttttt'es, det'crred tax assets ale
recognizecl only kr lhc c'xtcnt that it is prolrable that thc tctttporary dil'f'erctrces will reverse itt
the tirleseeable ftrturc. ancl taxaLrle profit will Lre available alqaitrst wlticlt the tetttporary
dil'feleuces carr be r"rtilizr:d.

The can'ying aurourrt t-rf def'erled tax asscts is reviewecl at eaclt rept-rrting clate and t'edttced to
the extent that it is no krnger plol-ratrle lhat surfficient taxable profit will Lre availalrle to allow
all ol part ol' the clel'en'cd tax asset tr'r Lrc utilized. Llrtrecognized deferred tax assets Afe re-
asscssecl at each reportirr.g date anrl are rrrcogrlized to the extent that it has becotttc prolrrtblc
thilt futrrre taxalrle prolils will rillow the dcf'erred tax ilsset to bc rec:overed.

Det'erred tax assets and lialrilities are nrcasuled at the tax ratc's tltat are expectcd to apply in thc
yeal when ihe assr.t is lealizccl or the liability is settletl, based on tax rales (attd tax laws) that
have Lreen crnactecl or subslatttively ettacted at the reporting date.

Dct'er.rcd tilx lelating tc-r itenrs recognizcd outside sut'plus or det'icit is recogrtized outsicle
sulphrs or deficit.

Del'errctl tax itenrs 61's rgcogllized in c:orrelatiotr to the uncie"rlying trattsactiott itt uc'l asscts.

Del'crrc:d tax assets arrd c'lei'erlccl tax liabilitic's are oft.set if a legally enfbrce.able right cxists to
set ol'l'c.urrent tax asscts against cullenl incrclnte tax tiabilities attd thc dc:felred laxcs rclate to
thc sanre taxable Cr-runcril and the sanre ta.xatiott atttltority.

d) Operating lease - IPSAS 13:44
'l'hc Council has a six (6) years lcase wiih CPA Centre wheleby we are paying rettt otr quartelly
basis. 'l'he rights of orvnership have not beerr couveyed to tlte Kettya Leatlter f)evelopurent
Council.

e) Property, Plant and Equipment - IPSAS 17

All Plopcrty, Plant and }lquipnreut are slatecl at cost less accultrtrlated dcpreciittiott ancl

inrpail.rnent losses. Cost irrcludcs cxpcnditurc lhnt is directly attributable to the acqtrisition of
the itenrs. Whcn signific:ant parts of Property, Plarrt attd Ecluipnrent irre t'eclttirecl to be leplaced
at intclvals, lhe Council lec:o:4,nizcs such parts irs individtral assets with specific rtsefttl lives attcj

depreciates thenr ile-'cc-rrdin.qly. Likervise, wherr a trtzlior itrspectiotr is perfblttted, its ct-rst is
recognizecl in the carryirrg anrc'runl of the f'lattt attcl Ecluiptrtetrt as a replacetrtetrt if the
recc'rgnition criteria alc, satisl'icd. All other lepair attd rttaitrtellAllce costs at'e recogniz,ed in
surpius or clcficit a.s iuculrrrd. Whcre an .tsset is itcquired itt it nrru-excltattge tritltsactiotr ltrr nil
rrr nolltinal c:onsidcration thc. asset is initially nreastrlcd at its lair valuc. 'l'he L-ottucil adopts a

straight-lirtc' dcprc'ciation poltcy as fbllows;

Motc-rt' Vehicles

Conrpute rs

25o/,'

:r0%

t2

I

I

i
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rniture, Fittings and Ecluipnre nt

ni irnc'l Machincry

f) Leases - IPSAS 13
tlallccr lea.se.s are Ieases tlrat transfer substantizrlly all the risks zurd bc:nefits inoidental to

hip of the leased itenr to the Coturcil. Assets held under a finance lease are capitalizecl at
collltltetlceruent of the lease at thc' thir value of the leased property or, if lower, at the

sent value ot' thc futurc rrtirtirrrunt lease paynrents. The Cotrrrcil also recogrrizes the
iated lease liability at the irrception of the lease. l'he liability re'cognized is ureasurc'd as thc
,l'tf \zAlue of the futtn'e nrininrurrr lease payrrrents at initial recognition.

bsequenl to initial reccrgtrition, lease paylrlents are apportioned betwecrrr finarrce c ltarges and
tuctit'lt of the lease liability to achieve a cr)rlstant rate of interest on the reurain inlq balancc t'rt'

te liability. Fiuatrce charges are rccognized as finance costs in strrplus ol deficit

asset held under a finartce lease is deplcrciated over the useful lif'e of tlre asset. Flowever, if
rc is tto rcasotrable certairtty that thc Clcluncil will obtain owrrership c-rf the asset by the end
the lcase tentt, tlte asset is depreciated c)ver thc shorter of the estinrated useful lif'c of lhc
t and the lease tcnrr.

ratiltg L'ascs at'e leascs that do not transt'cr sulrstantially all the risks and bc.nefits incidental
owrtersltip ot'the Ieaseci itetn to tlte C--ottttcil. Operating lease paynrents arcr rss6gllized as an
rating expellse in .surplus or deficit on a stlaight-line basi.s over the lease lernr

g) Financial Risk Management - IPSAS 30

e trltitttate rcsponsibility for liquidity risk rnanageurent re.sts with the tloard to the Council,
ho have built arr appt'opr iate liquidity risk lllatlagelllent franrework fbl the nranit.genrerrt of

eutity's short land nredi ttttt ternt liclr"ridity ntallatelllent requilc'nrerrts. The Council utatlages
idify risk thlorr.gh quzrrtclly and anntral rnorritoling of tirrecasts and actual cash flows

strfficient bud.getary allocations are a urajor risk as lialrilities will not Lre scttled as sclteclulecl.

72.5o/o

33.3o/o

h) Intangible assets-IPSAS 31

tangible assets accpirecl sepalzrtely nre irritially rccognized at cost. The cost of intaugible
acqnired in a non-exchange tr'ansaction is their f'ail value at the date of the excliange.

llowing irritial rccogttition, itttartgible assets are carried at cost less any accunrulated
ization aud accutnttlated irttpairment losses. Internally generatecl intangible assets,

rplus
n.g capitalized dcveloputc'nt costs, are not capitalized arrd expenditure is reflected in
r or cleticit in the periocl iri which the expenditure is incurred. The useful life of the

le assets is finitc and intangible assets are depreciated at 25o/o pu al1l1lll1l on straight-
basis. 'Ihe intangible assets recognized irt the Conrrc:ils books lelate to accourrt

a

e

leasehold i nrproveutents.
irt.g soflwale

slu"nnury below represents cash flows payable by the colllpany

30.6.18(Kshs) 90.6.2017(Kshs)

Trade payables 29,272.258 20,805,942
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i) Research and Development costs

The Ccrtrucil c.xpenses lcsearch crosts as iucun'ec1. f)c'veloptuetrt costs ol1 illt inclivitltrrrl proiect
are t'ecogllized as intangiblcr irsscts wlteti thc' Lloutrcil can dctrttrtrstrirtc:

zThc techniclrl t'easibility of conrpleting the nsset so tltat thcr asset will Lrc availablc fbr ttse
ttt'Salc'

.- Its intentittrr to c:orrrple te and its ability tr) Llse or sell the as.set

.- [-low tlre ilsset will generate tirtule econotttic Lrenefits trl service potential

;-'l'he availability t'll'resottroes to cotrtplete tlte asset

zThe ability to nleilsure reliably the expentliture durirtg clevcloptttettt

j) Financial instruments - IPSAS 29

Einancial. assets
Initial recognition and measurement
Iinarrcial asscls withilr thc sct-rpc ot IPSAS 29 t'inancial Instlumculs: Rccopqtriticrrt and
Measurenrent alc classificd as fiuaucial assets at iitir valrte tltt'c-rttglt sttrplrts c-rr clefic:itr loatrs
ancl rccciva[rles, helcl-to-nraturity inveslnrc'rtts c-rt' availablc-tbr'-sale linanciitl assets, its

applcrpr,iate. Thc Counc:il detelnrincs the classification of its fittartciill asscts at initial
recognition.

Loans and receivables
Loirus zrnd leceivables ale rron-derivative t'inancial assels rvith fixecl crt'detcrntittable paytttettts
that are not qurltec-l iu an active nrarket. Atter initirrl tucasurctttetrt, sttclt l'itiaucial assets itre-

sulrseclucnlly rrreasured al iurrortized cosl using the eff'ective iutet'est trtetltttcl, less irrtpairttrettt.
Anrrtrtized cost is cillculiltc.d Lry takin.g into accouut :rny disc-ouut or pfr'ntiLlttt ott itcqrtisition
ancl t'ee.s c'rl costs that ale an integral part e'rf the et'f'ective interest utte. l,osses arisitrg frcrttl
inrpairnrcut arc recognized iu tlte surplu.s or delicit.

Held-to'maturity
Non-derivativc' l'irrarrcial asseis rvith fixc-d t'rl detenuinablc paytrtcttls and fixc'd tuaturities at'c

classif ied as held [o nraiurity when thc] Council has thc positive iulcrtticx and alrility to holci it
to nratulity. Altel initial lllctrsurenlcnt, helcl-lo-nraturity iuvesltttcttts efc ttteasrtrecl irt
anrortizecl cost usin.s; tlrc efltctive intclcst utethod, lcss inrpailtttctrt. Atttortized cost is

cirlc:ulated by taking into accotrut auy cliscroutrt ol plctttitult ol1 acclttisitiort and f'cc's or c:osls

that arc an integral palt of thc eff'ective intcrest latc.'['ltc losscs arisittg frottt itttpitirttlettt itt'r'

recognizecl in sulpltrs ol clelir:il.

Impairment of financial. assets

l'he Council assesses al cach reporting datc whe.tltcr tlterc is olrjectivt' evic{errcc that a finartcial
asset of thc. Council is inrpailecl. A financrial asset of the Coutrcil is dcetuc'cl to Lre intfraired if,
anci only if, tlrr:rc is objective evidencc- of inrpainrrent a.s a rersult of otrc ol' ttlore cvettts that has

occulr'ed aftel thc initial recognitiou ot thc asset (an ittculred 'loss cvettt') lurd tltat loss evettt
has itn inrpact on the estinrated futurc c:ash flows of the fiuaucial assct or the Cotrucil of
firranr:ial assets that can be reliably estinratr'd. tlvidenc:e trl' inrpairtttetrt tttay incltrde the
l'ollowing indicators:

t4

I

I
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/ 'l'he delrtors of the C-outrcil are experiencirrg significatrt financial c'liffictrlty

, Default or c'lelincprcncy in interest or principal paynrents

/ The probability that clebtors will c'nicr banknrplcy ol other financial reorganizatiorr

/ Observablc data indicrttes lr ttteasurable decrease in estinrated firture cash i'lows (c.g.
cltanges iu arrears or ecollonlic conditions that conelate with defaults)

nancial liabilities

tial rccognition and measurement
trattcial liabilities within tlte scope r'rt' IPSAS 29 ate classifiecl as financial Iiabilities at fair
lue' thlotrgh
ternrines the c

sttrpltts or cleficit or loatts attd borrr'rwings, as appropriate. The Council
Iassificatiorr of its firrancial liaLrilities at initial reco.gnitiorr

finarrcial liabilities .rre lecoSnized initially at fair value and, in the case of lozrus a1d
itr.gs, plus directly attributable trzrnsactir-rn costs

s and borrowing
initial lect'rgnition, interest bearing loans and borrowings are subsequently nreasured at

a cost using the cff'ective interest nrethod. Gairrs zrnd los.ses are recogrlized in surplus
cleficit when the liabilities are derecognized as we 11 as through the effcctive interest urethod

rzatiou process

rtization -IPSAS 2:).65
A ized cost is calculated by considering any discouut c'rr prenriunr on acquisition and li:es

costs that are zll I part ol' the eft'ective interest rate. The irrfau.gible assets are
zed at 25%:3 of I cost

k) Inventories - IPSAS 12

ntot'y is trteasttrcd at cost upon initial rec:ognition. To the extent that inventory wrs
ived through non-exchange tlansactir'rns (tbr no cost or tbr a nonrinal cost), the cost of the
utoty is its fnir villue at the date of acquisition.

iucltrt'ed in bringin.g each pt'oduct to its present location and conditions are accorrnted
as ttrllows:

/ Raw titaterials: purcrhase cost using thc' weighted average cost methoc{
'/ Finishecl gc'rods atrci work in pro.gre.ss: cost of direct nrater,ials ancl labor ancl a

plopoltiott of tttauutacturing overlicads based on the norrnal operating capacity, but
excluding borrowing costs

r initial recc'tgltition, inverltoty is ureasurcd at the lower of cost and net realizablc v:llue.
t', to the extellt that a class of inverrtory is distributed or deployed at no charge or fbr a

inal charge, that class of inventory is nreastu.ed at the lowel of cost aud current
acenrent cost.

,."ealizable value is the estiuratecl selling price in the orciinary coulse of operattorrs, less the
rated c_-r'rsts of conrpletion nnd the estiurated costs

r rntegra
the initia

15
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Inveutories are recr)cguized as an expeltsc r,yhcu cleplctyed firr utilizatiort or cotl.srttttptit-rtt itt thc'

ordinary coursc ot' operations of tlte Cotrncil.

1) Provisions - IPSAS 19

Provi.sipns ar.e recollllized when thc Courncil ltas a prrc'settt obligation (legal ot' coustrtlctive) as

a rcsult of a past cvcnt, it is prolrable that an ontfk'rw of resources etrtbt'rtiyiug ect-rttt-rtttic

bencfits or scrvice potential will be leclrrired to settlc thc olrligatioll ,tllcl a reliable estitttale can
lre urade of the arnount of the obli.qation.

Wfuer.e ihc Coulcil expects 56y1116r or all of a provi.siolt to be rcirttbut'sec{, lbr exaruple, ttttdel ittt
insurauce. coutract, thc' reinrbursenlellt is recoguizecl as a separate asset otllY whett the

reinrlrtrrscrtuerrt is virt ual[y ccrtatitr.

The cxpeuse lelating [1r an] provision is plesorted in the statettrctrt of fiuaucial pertbrttratrcc
ruc't of arty reiutbulrsc11tclll.

Contingent liabilities

Tfte Courrcil cloes llot recogrlizr: a ct'rntingent liability, Lrtrt clisclcrses dc'tails of atty coutitrgc"rtc:ics

in the lotes lt-r the I'inaricial statentents, rtttless the possrbility of ittt crtttt'low of resottrccs
cnrboclying cct-rnouric benefits or service potential is rentotc. In the yeurr ttncler rcview thet'e

were l1o cr'rrrtingettt liabilities

Contingent assets

'f[e Cp1rlsil does 19t leco:lnize a ctrtttiu:4ettt asset, btrt e'liscloses details ol'a possiblc assct

wfuose cxistelccr is ct-rntiug,e]rt orr lher occrrruellce ol'non-ocrcrufrcnc)e of otre t)t'lllor('ttncet'taitr
tirlule !,vrrtlts not wholly within the cotttrol of the Council in thc ttotcs to the financial
stlrtcprerrts. Conling,ent assets urc'assessecl coutiuually to cllstlre that develclptrletrts are

luppropriatt lV rc.l'lc'Ctcd in the financial stilte'trtcuts. Il' ii ltas lrec--onte virttrally cet'tain that att
iriil,.-tw of ecr'ruonric benefits oL servic:c pote.utiirl will arise aud tltc assc'l's valtte cau Lle

nreasured reliably, the asset and thc relzrtecl rcrvctllle itre recogllizcd in lltt: fitratlc:ial statetnetrts

ofthe period in which the cltitnge occtlrs.

m) Nature and purpose of reserves

'Ihe Cloturcil cr,eate s aucl nr:rintains reserves itr terttts r'rl'specific I'ccltlirelllcllts.

n\ Changes in accounting policies and estimates - IPSAS 3

T[c Coqlcil rcco.grrizc.s the el'f'ects of chrrrtgcs i11 21q6:lrutrting policy retrospective'ly. 'l'he cff'ects

t'rf r:hanges in ai.countin.q policy are appliecl prospectivcly if retrospecrtive applicatiorl is

inrpractical.

o) Employee benefits - IPSAS 25

Retiremen t benefit plans

L)cfinecl Lrenefit plans ale post-enrploynrc'nt benetit plans otlter tharr definc'd-colttt'ibtttiotr
pla1s.'fhe dcrfincd benef it lunds are actualially valued tri-atrtrually ott tlte plojectecl trrtit creclit

16
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basis. Det'icits iderttified are recovered through lunrp sunr paynrenls or increased
ture cotrtrilruticrus ot1 proportional basis tcr all participatin.q enrployers. The contributions
d lunrp sul'n payulents reduce lhe post-enrployntent bcnefit obli.gatiru.

p) Foreign curcency transactions - IPSAS 4

ransacti<:tts in lbleign currerlcies are initially accounted fbl at the ruling rate ol'exchange orr
clate c'rf the transaction. Tracle creditors or debtors denontinated i l1 foreign crlrrellcy are

ported at thc statemerrt of financial positiort reporting cl;rte by applying the exchange late on
tdate. Exchange dilt'erences arisittg frout the sc'ttlenrent of creditors, or frorrr the r.e portrng
creditors at rates diff'erent fronr those at whic:h they were initially recorr{cd durirrg thc

are reco8llized as irrcortre or expellses in thc period in which thcy arise. Culrently there
rto fi'rreign excha nge tra nsactions.

q) Cash and cash equivalents

h and cash ecluivalents basically corS

c'lt

nprises of cash in hancl and cash nt barrk and nray
Iude arry otlrer itern that nray bc: readily convcrted to cash or l,epresents c:rsh. It is the policy
thc' Clouncil to disclose the tinanc ial instittrtions whele such anrounts are held.

r) Comparative figures

lere llecessa ry conlparative figures fbr the plevious fiuancial year have been anrerrded or
figured to confbrrrr to the recluiled changes in preserrtation

s) Significant judgments and sources of estimation uncertainty - IPSAS I
prepalation of tlte Cc'tuttcil's financial statcnrerrts in confbrnrity with IPSAS requir.es

ttagetrteut to utake .iudgmerrts, estintales artd asstunptions that affect the reported anrounts
tltles, expellses, assets, artd liabilities, zrud tlre disclosure of contin.gent liabilities, at thc:
the reporting pc'riocl. I{owever, unc-'ertainty about these asstrnrptions and estinrates coulcl

rlt in otrtct-rnres that require a rrraterial a(iustnrent to the ca rrying arnount of the asset or
affected in tirture periods.

tes and assumptions

of

ity

Es

I.1

key assumptiolts ccrttccrnin2l tlte tuture and other kcy sources of estinriition uncer.tairr ty at
repoltirrg date, that have a significarrt risk of causing a nraterial ad.iustnrent trr the carrying

ts of assets and liabilitic.s within thc uext financial year, are' described below. The
ncil based its itssutttptiotts aud estintates ol1 parallleters available when the consoliclatecl
rrcial staterttettts were prepared. However', existing circunrstances and assu nrpticrns rrbout

developnteuts utay cltattge due to rttarket changes or circurrrstallces arisinll beyond
rt'rl of the Courrcil. Such changes are retlectecl in the assu

Us

17
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The. usettrI lives and lesicluerl values ot' assels are assessed usirrg the tbllowing irrdicators to
intbnu potential futut'c use ztttd valtte ft'onr disposal:

:r) The concliliorr of the asset basecl on the n.ssessntettt of experts ernployed by tlte Cottncil

b) 'l'hc naturer of the asset, ils susccplibility and adaptalrility to cltan5ics in tecltnology attd
processes

er) Availability of l'unding lo rcplace tlte assct
ct) I'lte tuttttrc of lltc proce s.scs itt wlrich tlte asset is cleployt'c{
c) Cltanges in the rrrarkel itt lelatiott to the assct

Provisions
Provisir'rns r.rrerc raisr:rl arr<1 luallaSenrc.rtt detelntittcd att estitttate based ou tltc' irtfi'lrtrrtltiott
availrrble. Aclclitional disclosure of these c'stinrzttes of provisicrtts is inclttded itt Notes. Provisic'rtrs

alc ulcAsulerl at thc nranagclltellt?s best estiutate ot the expelldittlre reqtrired to scttlc the
obligatiorr at the rcpoltirri4 c'lale, and arc discounfed to presetlt valtte wltere the eff'ec:t is

nratclial.

t) Subsequent events - IPSAS 14

Tftere have been 1o evcnts subsecluent to the tiuancial yeat'-ettcl with a siSnificanl itrtpact on
lhe financial stateutetrts tbr the year e'.ndedJtttte 30,2018

u) Related party transactions -IPSAS 2O

Parties arcr rclzrtccl if onc party has the alrility to cotrtrol the othcr party or exercise significattl
influencre over thc othcr perrty in nrzrking f inartcial el lrpertltiottal decisiotts'

NOTES TO THE FINANCIAT STATEMENTS

2. T[e Councril's policy is to apportion opr'r'atittg expeuscs iltcttu'ed uttder Dctveloputeut vote'. to

the statcnrent of' Financial Pcrfbnnance and the balance ol' Devclopnrertt Itrcotrtc lbr
Dcrvcloprrrcnt Projecrts is appoltioned t9 slatentent of cltau.ges itt ttet assets tttrtler Capital Funcl.

Drrrilg tlre finaniial year. undc'r review an :ttrtouttt ol'Ksh 74,9A4,628 relittitrg to t-lcveloptttettt
inconrc was appr)l'titinecl to the stutenrenl of finarrcirtl perforutatrc-e atrd thc balztnce of Ksh

137,595,.,,72 lbr capital expenc-liture transt'cn'ctl to Statetncut of chatlg,cs in ttcl assets.

Recurr,eut oper.ating ixpenses aud Revenue Are firlly lecogtrizecl to the statetrtent of f'inartcial
Perlttrnrir rrcr:

NOTES TO THE FINANCIAL STATEMENTS

DESCRIPTION

2.Transfers from Ministries, Departments and

Agencies

20L7-2018 20L6-20L7

State Department of lndustry &lnvestment-Recurrent

Grant

18

60,919,000 568,600,000
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te Department of lndustry &lnvestment-
opment Grant 212,500,000

L 273,4t9,OOO 558,600,000

lncome

and Production Centre for Shoes lndustry

Project

lncome

s and Services

city

bulk purchases

costs

Wages

nrc, Tax -PAYE

costs

rd expenses

's llonoraria

Irrsurance (lloard)

repairl 20 L6 / 20 1 7 insurance

repaid 2017 / 20 18 insulance

ett tolu nte n ts

director emoluments

tion expense

, plant and equipntent

tion and amortization

and maintenance

cle Maintcnance

731,972

1,21g,7gg

275,37O,771

t4,210,098

5,110,829

4,413,679

675,444

247,850

384,516

I,789,306

7,695,1.27

(t,770,47 r)

7,82L,864

9,92O,342

46,96L,727

46,961,727

Shs

814,85s

t,o+t,o27

6,310,743

575,95r,770

98,273

284,635

382,908

12,693,6t8

4,707,821

3,755,778

:19 t,753

Zt(t,390

960,000

2,364,006

(L,69s,127)

8,r4.3,558

9,772,437

36,14 3,953

36,143,953

Shs

86L,527

24,657,900 2L,765,360

7

19
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I

Maiutc.nancc of offi cc titltri ture &Eqttipntcttt

Maintenance of Intemet

'lotal repairs and maintenatrce

B. Contracted services

Contractcd Grralrls

Consultancy Services

Total contracted services

9. General expenses

Electricity

Newspaper Subscr-iption

Water

'[elcphone Expenses

Foreign 'l'r'avel

Hire of Conf'crcnce Facility

Catering Expenses

1'raining Expenses

Daily Subsistence Allowauce

'l'otal Internet Counections

General 0ffice Supplies

Donrestic 'l'ravel

Courier & Postal Charges

0ffice Rcnt

'[ota[ Motor Vchiclc Iusurancc'

]'otal Motor Vehicle Fucl

Maintenance of Furnitut'e and Ecluiprnent

Motor Vehicle Maintenance

Pubticity

Subscription &Mernbership fees

Purchase ot Unifomrs

Banl< Chal'ges

Audit l:'ces

'l'racle Shows

Total gcneral cxpenses

10. Cash and caslr equivalents

Recurrent Account

Deposit itccourlt

25,000

5,000

a4+,855

834,368

I ,75 3,000

2,587,368

Shs

56,631

56,140

IB,728

r,020,000

177,257

62,000

44,051

25,800

46,982

4f:4,000

1,011,820

L,6L)(r,'ZO5

540,790

9,8B6,OBB

256,970

7,737,t55

1.41,'.370

15,885

r0,27'2,404

484,929

836,445

86r,527

I,L-14,It4

2 0,1 04,800

21,238,914

Shs

98,273

94,660

284,635

8I 5.03 I
t,L)53,127

54U,594

7 6+,'2L7

2,297,362

5,820,342

185,600

5,092,993

46,9q0

u,091,941

752,256

81 3,4 66

229,600

6'.3L,1)27

55,866

178,001

61,018

464,000

1,383,055

34.,851,590 30,662,9411

7,452,509

73t,972

I

I

20

85,84 3,154
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I

opment account

n lland

cash and cash equivalents

Current account

ncial institution

ya Conrnrercial llanl<

total

lnventories

strnrable Stores

718,660,926

2L6,r58

127,O6L,565

31.12.2017

Shs

7,+52,509

7,452,509

20,890,587

6,s09,919

27,4O0,506

132,000

26,440,999

26,572,999

26,572,999

99,000

6,643,250

6,742,25O

6,643,2s0

L9,830,749

13,187,499

80,013

85,923,167

prior year

Shs

95,00t,769

95,007,769

L5,004,347

5,801,600

20,8O5,947

132,000

26,440,999

26,572,999

99,000

3 3,000

6,610,250

19,830,749

inventories at the lower of cost and net realizable

and other payables fronr Non-exchange

Leather Parl< retention.s

and Machinery retentions

trade and other payables

ANGIBLE ASSETS

ofyear 2016/17

z0t6/ t7

ofyear at cost 2076/77

2077 /18

At

At

of year at cost 2017 / lB
tion and lmpairment
ring of year 2016/77

on 2016/ 17

the end ofyear

2017 / tB

Net Value f une 30.6.2077

Net Value June 30.6.2018

15.

Irrr cl

4,344,808 2,37 t,937

4,344,808 2,37L,937

27

nts

636,415 297,605

11.

Cost

At

adr

Am

'tr

At
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Medical

Motor Vehicle lnsu[ance

hternet C0r)nectiotts

Office Rent

I(enya Lcatlter l']ark (CEI'P)

I(enya Lcather Parl< (Precast WallJ

I.2. PROPERTY, PLANT AND EQUIPMENT

L,770,4.71

343,177

260,000

2,568, r01

5,578,764

Contputers

t,695,127

370,25',2

24 0,000

385,105,1 r9

439,792

388,147,895

Cost

At 30th lune 2016

Additions up to 30.6.2017

Atend ofyear -lune2Ol7

At cost ( Current)

Additions up to 30.6.2018

At cost ( Current)

Depreciation and itnpairment

BIF tluly ZOt6

Deprcciation

At 30 lune 2017

Total Depreciation as at
30.6.2017

Dc,preciatiou

Depreciation as at 30.06.2018

Net book values

At 30 lune 2016

As at 30 lune 201 7

Motor
vehicIes

Shs

16,740,888

9,54:l,6tiB

26,28+,s76

26,284,576

26,2a+,576

7,t24,L04

6,57 t,144

13,695,248

73,695,248

6,571,t44

20,266,392

9,616,784

12,s89324

'Iotal

Furniture and
fittings

Shs

Plant and
Equipnrent

3,817,714

6;338,175

10,155,289

10,155,289

240,000

10,395,289

954,279

L,269,4LL

2,223,690

2,223,690

t,299,4tt

3,523,101

2,862,835

7,931,599

Shs

7,972,014

2,044,557

1o,016,571

to,o16,571

1,450,000

tL,466,571

Shs

76.395.452

76,395,452

76,395,452

1 5,651,133

92,046,585

4,239,64+

'3,00+,()72

7,244,616

Zr:,4'39,684

25,439,684

Capital In
Progrcss

Total

Shs

L6,471,676

B 1,461.J,6f:0

97,935,336

97,935,336

L}L),184,95')

207,tzo,?BB

sl-

45,O01,69?,

175,785,532

220,787,224

220,787,22,

t26,526,085

347,3L3,30\

t2,318,027

36,285,'2tr

4A,603,238

- 48,603,238

4l'L)(t2,0'-l()

207,120,288 90,565,277

7,244,616

:3,439,97 |

10,684,587

2s,439,684

3 0,65 1,5 13

56,O9r,197

I

3,732,370

2,777,955

- 16,+71,676

5p,955,768 . 97,935,336

32,6A3,665

172,L83,98.

I

)')
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at fune 2018

audi

6,078,784 6,872,787.75 7Bt,9B4 35,955,388 207,L20,288 256,748,032

figures-Depreciation component.)

PROGRESS REPORT ON PRIOR YEAR AUDIT MATTERS (FINANCIAT YEAR
16-2017)

following
lllellts that wel'e pr'ovided io the auditor'. We focal

issues as shown below with the associated tinte fraute withirt
s to be resolved

is tlte surnlnaly of issrtes raised by the extenral
have uonriuated

tor, and nrarrageutent
Dersolls to resolve tlte
which we expect tlte

Issuc
Obcervations from
Auditor

The Council's
counts for

o1
yeat
6/ 2077

re
udited in

1.7 / 2078
d the
uncil is a

omments/
rt for

tati

EXECUTI cER (

SI TURE

I\larlat
enrent Colntncnts Focal

Point
Person to
Rcsolve
the
Issue(Na
rne and
Designati
orr)

Status :(
Rcsolved/N
ot Resolved

Time
lrame
When The
tssue is
expectcd
to be
resolved

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

Timefra:
e:
(Put
date
when yt
expect
the issr
to)
resolvea

Status:
(ResoIved
/ Not
Resolved)

D

23

g

a
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APPENDIX II: PROJICTS IMPLEMENTED BY THD ENTITY

Project title Nurnber Donor Pcrio
d/
durat
ion

Donor
commit
ment

Separate donor
reporting
(yes/no)

Comments

I Kcttv;r l,cathcr' ['iuk I

2 Kaliokol Lc:rthcr'
Cluslcl

STATUS Ot PROJECTS COMPLETION

Proj ec t

/\'Lrslct Pllrrt riul'vcv iur(l
itttct'rtitl clt'irrilt.g
corttlrlcle. I't'rrt irr;q is lX)')i'
pef (-('tlt t'tltttl)1911'.
I IPct';rtlinI, ol lnlt'r'rrirl
t'orttls is on11trirr.g. ll{ ll rrcrr t

tleatrrtctrl pl;tn
('0ll.sl rudtioll l('n(lcl'
lurylrldcd irud sitc lrurrtlctl
ov('r to thc coilll';t( tol'.

1,oK

(;r)l(

Total
project

Cost

4.+O9B

-t\1's Nonc

N0ll('

1\ Ll

Ntr

Budget Actual per quarter

71r9,621t,0'+ 7

Total
expe
nded
to
date

Complet
ion %
to dEte

I rpgr':trlin,4 Irtl Litsl lut't ttt't'-
1 Kcttyit lc;tlltcl l'ltlk

') Karitrkotl-citthct'Clttslo'

:., io

s0,li; 13,l117,5011

184,$05,7(;2

7S4'.',75

24

a
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III INTER- ENTITY TRANSFERS

RIPTION 2017-2018 2016-2017

fers from
Ministry

Amount
Recognized to
statement of
comprehensive
lncome

Total grant
lncome
during the
year

Kshs

Actual audited
Prior Year

Kshs

of
ization

135,82:3,629 273,419,0OO 5G8,600,000

TOTAT
1,35,923 1629

27 3,41 g,OOO 568r6OO,O0O

EIVABLES FROM NON-EXCHANGE TRANSACTIONS

crt kslr 548,1 72,500 recognized to the staterucrrt ot' financial posrtron as
frorrr non-exchange trit ttsac tir'rtls was f)evelopnre nt G ra rrts for 20"17 /2018 FY
not re'nritted to the council as at 30.6.201 8.

25

N
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NB:

The
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RPORATE GOVERNANCE STATEMENT

thc period nnder review, the Board held 26 tnectings with an attendance of gg%. The C--alrinet
tnr.v appoints the Board nrernbers; their datcs of appointnlent vary rvhich nreans there is alway.s

tiuuity ancl instituliorral nremory. The role ancl furrction.s of the Board irre clearly statcd in the
wotl:lozo (The cr'ldc c'rf Goverttanccr for Slate Corporations) which states (atuotrg other roles and

irnctions) that thcr Bt)artl .slroLrld c'xerc'ise" theit'role collectively ancl rtot individuelly, sct aud oversee the
I strutc.gy and epprove sigrriticant policies of tltc or3anizittion, hire the CEt), on such teuns anrl

tic'rrts of service as nlay be approved by the t'elevattt .govemlrlellt organ(s) and approvc thc
ppointurent of Scniol Manalgernent Staff

. order to enhance Board Capacity, urernbers were trained on risk illanagelllent fbr Audit Cornmittee
entbers,

EMENT DISCUSSION AND ANAIYSIS

s Compliance with Statutory Requirements

Council fully conrplied ancl enfblcc'd statutory rcqrtiretnents during the c:ontract period
s Inr:lurtles;

Board conrnrits to irnplenreut intenral colltrol rlrecllarlisrlrs in line with the Ethics and
rrrltrptic'rn Conunissiou Act No. 22 of 20 I 1 and leaclelship and intelqi'ity Act of 2012

K

ti-c

PROJECTS AND !NVESTMENT DECTSTONS THE ENTTTY !S PLANNTNG/ TMPLEMENTTNG

,ya Leather Park

Governurent fturds the Leather Park. Cottserlttetttly, r'educ:tiorl of the burdget alkrcatetl firr
ploject has lqreatly atfbcted lottg terttt plartning. Work otr the tacility is oir-goin.g.

Co m mo n Ma n ufdctu ri n g Fa ci I ity

Thc

XV

Kariokor rllarket whic-h houses ovcr 200.stalls and over'600L1 iVlSMEs, has been iu

(

lr

lr

1) Cortrplied u,ith public procrLll'enlent regulations attd rules
2) P r e p a r e d a procul'enrellt plall zrucl subrrrittecl to PPC)A by 31st Au.gust 2A16.
3) S tt b ur i t t e cl qtrarterly plocLlrenlent itrtpletttetttatiou rcporls to the Authority.
4\ Ensured rerrrittancc'ot' dues to PAYE, NSSF, and NHIF tbr enrployees of the Counc:il.
5) The Council Subnritted orvironnrental sustainability audit report t'rn conrpliancc witlr

EMCA- 1 :)99 by 30th Septentber 201 6.
6) S u Lr nr i t te d anllllal work plan to the parellt ntinistly.
7) Inrple ulcllted Governnrent policy on af firutative action for pelsorls

with Disability.

TI



exislellce lirr dcc:acle.s as a hub t-rf nuurrrlirctuling activities with ,l\'lSN,llls specializing in
prodrrctir)Il of tr widc iru'ay rrt tirolwear arrcl other itcnrs nraclc fl'onr rangc of nratelial.s
includirrlq k':rther. I(irriokr.rr'-sltrre clustcr is Lrc.inS upgratlcd by I(LDC, cortslructiort rrl':r 8tr-
dowrr by Nairobi L'ounty Govcrrrurr'nt with tlre aiur of llarrstouuirr;q thc' rrrarkct irrtcr a
cortrprrtitivc lcather p1r-rducls rnartrrfhc:turing lrub through the establishnrent of a Conuuorr
I\{anulitcturing t'acility is ongr'ritr1q. 'l'he rrpgradr' will rcsult iu ituproving tltc pt'oduction irr
ternrs olr (iuality arrd tluantity. The MSA4E clrrstc'r upgrading is 1007; frrnded by thc
Gr)veulnleut.'l'he urachincs lbr the facility have been pl'oculed.

Upgroding ol Training ond Production Centre for Shoe lndustry (TPCSI)

KENYA LEATHER DEVELOPMENT COUNCIL

ANNUAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201.8

'I'PCSI is rt trainirrg irtstitrttc c{esi;qttecl to supporl tltc tleveloptnenl trf thc leatltet' sectol
tlrlorr;qh skills dc.veloprrrcnt.'ltr achicvc thc ob.jcctivcs, it slrorrlt'l bc well cqrripped in terurs ol
Itttrttart rcsouL'ce irrrd rrrlrcrhirrery. Tlrc Cr'runr'il lrlr.s prrtrcurcd rrrrrclcl'n Icathcr uranrrtaclrrrirrg
equrpnrort rrnd nrirclrincry to euh:rncc caplrt'ilv. brriklirrg arril rrfler collullon. nranutirclurinlq
tacilitics to A4SMEs. 'lhc oulcrrnre t)f this el'firrt is to crerltc employnrr'nl artd irnprr'rvc' nricrro-
ec:t-rr1c-uuic staLrility tbr citizens.'l'he Lrpgradc' is fully t'underl b1, 11r.' Govelnnrurt.

Switch Africa Green Project

This is rt two-ycirr'projc'ct furrdecl by thc turopean Llnion direcllv (ELJ) ilu'orr;1h the United
Natir.'urs Euvirr'rnnrent (tlNtl) and Llnited Natiorts t)ffic:e fbr Prqjecl Services (tlNOPS).'l'he airrr
of the. plclect is to suppcrrt six (6) Africarr Countlies to achieve sttstainable developnte'nt_by
ettgaging in transition towards all inclrrsive :41'ecn ecollorlly, lrasccl l)n Sustainnlrle
CorrsurrrPtiorr arrd Plodrrc:tiorr pattc'rn.s whilc .qcucralirrg:irr)wth, creirtirrlq rlec:ent job.s irncl
t'cducing povcrly. Thc plojccl is irrrprlcnrentcci by KLttC in collaboratiorl with Africu Lcathcr
artci Lealher Prodtrcts lnstitute /ALLPI. In achieving the.sc qrlrjcctivcs, KI.DC fbcnsed orr
stakeholclers netwolking rulloncg MSMEs through clustering and providing thenr with
llecessary skills.

Replication of Kariokor Common Manufacturing Model in the Counties

I{LDC irttertris to rcprlic:ate lhe Katiokot' Couuttort Matrrrlilctttt'irtg tttorlel ttr Nakrrt'u, Malirtdi,
Elcloret, Kisunru, Mcnr lrnd Murang'a.

IVIqiol Risks/challcnges ['acing the Errtity

KLDC- ttray bc insrrfficicntly prcpared tr'r nlallage thc' nrajor risk.s, which nray fhce the
r-rlqanizalit'rns. Sonre ol'the nrajor risks tircinl4 KI,DC are;

1) titrdget rccluclir'ru duling Supplententary budlqet proccss.
2) Insrrfl'icieni fu ndin.g.
3) Lack t'rl'srrl'ficient luunan l'csource.
l3) 'fhe existing rc.gulatory l'r'anrework (KLDC le11al nr'rtic:e) lacks sul}'icie ut crtblce nrcnt
bacl<in.g.

I(LDC Managlrrnent is rloing everything possiblc lo inrprove the Council's rrLlility to deal with
existirrg risks/challengcs through appropriatc risk ru.lllaScnlent prcrc:esscs.

t
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