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I. KEY KENYA CULTURAL CENTRE INFORMATION

a) Background information

The Kenya Cultural Centre (KCC) was established by the Kenya Cultural Centre Act of
Parliament on (20th March, 1951). At Cabinet level, th; KCC is iepresented by the Cabinet
Secretary for the Ministry of Sports, Culture and the Arts, who is responsible for the general
policy and strategic direction of the Kenya Cultural Centre.

b) PrincipalActivities

The principal activity of the Kenya Cultural Centre is to provide a centre for the use and
enjoyment of all the citizens of Kenya without distinction of race or creed, and provide for the
performance of music, drama and dances, for the exhibition of works of an and craft and for the
holding of meetings, for discussion on matters of literacy, historical, scientific or educational
interest and importance.

c) Directors

The Governing Council Members who served the Centre during the yearlperiod were as follows:

1. Eng. Patrick obath - chairman - Appointed March,2013
2. Dorothy Angote Muya -vice Chairman - Appointed March 2013
3. Kimingichi Wabende -Chairman Programs Committee
4. Suzanne Gachukia - Chairman Finance & Administration committee
5. Dr. Salome Mshai Mwangola -Member
6. Ole Moipei Nicholas - Member
7. Fred Obachi Machoka -Member
8. wenslas s.A ong'ayo -Member Alternate to PS Ministry of

Sports
Culture and the Arts

9. John Munge - Member Alternate to PS The Treasury
10. Aghan odero Agan - chief Executive - Appointed July 2010

d) Registered Office

Kenya Cultural Centre
Harry Thuku Road
P.O. Box 4303100100
Nairobi, KENYA
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e) Kenya Cultural Centre Headquarters
Kenya Cultural Centre
Harry Thuku Road
P.O. Box 4303100100
Nairobi, KENYA

0 Corporate Contacts

Telephone: (254) 020 267 2843
Cell:0726 008677
E-mail : director.culturalcentre@ymail.com
Website:

g) Corporate Bankers

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

Barclays Bank of Kenya
P.O Box 30120
GPO 00100
Nairobi

h) IndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

i) Principal Legal Advisers

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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II. THE GOVERMNG COUNCIL

I

Eng. Patrick Obath

Born in 1957. Holder of
BSc. in Mechanical Engineeriug Nottingham
University
Member of the Energ5r Instihrte (tlK),
Member of the Petroleum lnstihrte of EastAfrica
Member of the lnstitution of Engineers in Keaya.

Fell.ow of theAspen Global Leadership Network
(AGLN)
Fellaw of the African Leadership Initiative (ALI).

)

Dorothy Angote-Muya CBS

Bachelor of [,aws (LLB Hons.) University of
Nairobi.
{lrrmng5 of Harvad University.
Meiriber of Advisory Board of the Internatioral
Certre for Democralic Transition (ICDT)
lvtember of African union Advisory Board on
Comrption (AUABC)

Kirningichi Wabende

BA UoN, MA Lm UoN, PHD LIT UON
Lecturer Dept of Literature, Theatre/Drama
Perlormance shrdies

Suzanne Gachukia HSC

A graduate.
A music educator, accomplished composer,
musician, perforurer and producer.
Pioneer of talmt nurturing and discovery initiatives
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Dr. Salome Mshai Mwaagoh

Bplm1967. Holderof:
l. Doctorate in Performarrce Shrdies from
Northrveskrn Uaiversity (USA) [2008J,
2. a Masers of Creative Arts, University of
Melbourne (Aushalia) t2000I
3. a Bactrelor ofEducation from Kenyatta
Univenity (Kenya)[ I 990].

OIe Moipei Nic*rolas HSC

Born t96l
1. BachelorofEducdion(Music) dcgree from

KenyatCa University.
2. Caeer Music Teach€r/IJc.hrer
3- MembsroftbKenpMusic F$tivals

Fomddion Natisnal Ex*rtrivc Committee
4. Chairrnan of Kenya Music and Culhral

Festivals funz0lz

Fred Obachi Macfuoka

Born: G)/091 953, Holder of:
tleadof State Comme,ndation awad
PROFESSIONAL QUALIPICATTONS
KenyaPolice College
Sigrutsfrainfug School
Higbsr Crorry Diplorna in Marketing & PR
(Londm-LlK)

Wenslas S.A Ong'ayo Dirfftorof Administration II Ministryof SporB
Cr.rltEemdthe Arts

John Munge

Born t959.
CPA ova 2tyrs experience in Public N&nagerent,
debt, inves*ments ard ftrances

I
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Aghan Odero Agan

Born ltlay 14, 1965. Holderof:
l. Post Graduare Certificate in Commrmicating
Cultwe to Children. 2001 Maastricht University
Amsterdam
2. Certificate in Project Management (CHEDA
Centre for Heritage Development in Africa)
2. Po"st Graduate ArLs & Culture Management
Diplorna Certificate. 1996 (Jniversity of
Mtwatersrand RSA)
3. Bachelor of Business Administration (Hons.)
l9&9- University of Nairobi.

III. I}TAI\[A GEIVTENT TEAIVT

Aghao Odero Agan

Executive Director
O{/€rall Administrative Management and
Strategic Executive Leadership of the
institution; Offficial Spokesperson and
Representative

Farrah Nurani

In*itutional Programmatic Management
and Resowce Mobitization fl,eft December
2A14].

Grace Wania

a

7
Financial, Accounting and Administration

r
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IV. CIIAIRMAN'S S'IATEM IiNT

I arn pleased to plesent tlte Arrnrral Repor-t ancl Accounts oll'he Kenya CLrltural Centre (l(CC) for the
period.lLr ly 2014 to.ltrrte 20 15. Thc I(CC's core firnctiorrs rerrrairr to be provisiorr of space for cr-rltural
referetrce. e.xpressit'rtt artd indtrstn With tlre sLrppor-t arrd conrrlitnrent of the Governing Council
Metnbers, tlte vat'iotts ct-ln.ttttittees, the rlanageurent teaur and stakeholders, The Kenya Cultr-rral Ceutre
has corrtirrued to discharge its maudate.

Creative Cultu ral Activities
Irt the finartcial year 2014/15, The l(errya CultLrral (lentre facilitated cliverse creative activities in artistic
prodLrctiott pl'ocesses corlprising Rehearsals, Workslrops, Dance Trairrings, ALrditions tbr
T'elevision/Filrn/BeaLrty Pageantry/Fzrslriorr and Design. Live Theatre shows, Musical Concerts, Cultural
Festivals artd PLrblic DiscoLrrses on nratters socio-cultLrral. All these has beerr rnacle possible by the
support of CoK throu-{h t-irrarrcial 9r-trnt during tlre tluancial period.

Iiin a n ce

The Kerrya Cr-rltural Cetttre raised l(slrs 8.6 nrilliorr irr Appropliatiorr irr Aicl fortheyear 20l4l15 against
I(shs 10.3 t'eceivecl irr the previous yeerr. The decrease was dr.re to tlre closure of the Kenya National

Theatre for renovatiolts fl-ortr Decerrber20l3totheendoltlrefirrancial yearandbeyorrd.Ourrecurr.ent
expertclittrre rvas Kshs.i l.9M tlrelefbre the errd olyeirrslrorvs a cleficit of Kshs 3.2M.

Iiu nd raising
Thele is a great need to ilrtensity FLrnd raisirrg efforts in orcler to rnobilize resollrces to lleet all of Tlre
KCC's obli-uations irrcltrcl irrg recurrcnt expenditure arrd capital developnrent. Technical Managernent ol
Creative CultLrral processes, Cor.unrunicatiorrs. Public Relations. Marketing arrd Resource Mobilization
effbrts at the Centre lecltt it'e ulgertt strengthenitrg. Irr this regarcl. processes to bolster institutiorral internal
capacity lbreff'ective service cleliverl, are alreirdy in Plogress DLrrirrg the Financial year KCC was able to
raise Kslrs 1.021 ,040 itt clonations in l<ind fcrr lerrovation of I(NT and lanclscaping.

Appreciation
I cottrtttettd nry lellorr'Goverttirt-9 C'outrcil nrerrtbers [or lheil availability to atteud rrreetilrgs a1d prolide
irlvaltrable contribtltiorl. I ulge trs itll to corttirrue worl<irrg as a teant in order to adclress t5e purnerous
challcnges still ahead ol'Lrs.

Ispecially tharrl< the Vice chairrnan, Ms. Dorotlry Arr-uote-N4uya lbr her sr-rpport arrd her rvillingness to
step in tbr rne whenevcr the circurr.tstances call fbr it.

I rvoulcl lilie to tharrl' tlte ExecLrtive I)r'ector', Mr. Aglrarr Oclero, the Marra,gement Tearl ancl the I(CC stafT
fol therr contirrued cledication arrcl Itirrrl rvot.k clur.ing llre year.

Lastly, orr belrall-oFthe Cttvet'rting Courtcil(CC) rnernbels arrcl orr rny own behalf, Itake this opportr-rrrity
to tltarrli the Ministly olSports Ctrl(ut'e artd tlte Arts, tlre CovenrnrerrL o|(epya arrcl all our stalieholclers
fbr the support provicled to the Cerrtre. May Gocl bless you all.

r
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V. REPORT OTI'I'ITI.] EXI'CTJ'I'IVE DTRIIC'I'OR

lant pleased For thrs atttrual opporltruit,v to share the brief sLlnmary of the financial perforrnauce of the
I(enya Cu ltura l Centre.

Revenue
The I(ertya CLrltural Cetttt'e leceived total grant of Kshs.2(), 000,000 being Current Grant. Further, KCC
r.vas able to raise A.l.A of'Kshs 7,642[.075 tl'orn tlre Centle's vehicle parlting grounds, Hire of Theatre
auditoriutn, Audition roonrs. other Creative activities facilities and office rentals.

Expenses
Strict finartcial disciplirre arrd accountability has renrained a key factor in rnanaging tlre resources of The
I(CC. The total expenses fbr tlte veat'stood at l(shs.3l.9 Million beirrg both recLu'rent and developmerrt
erpencl r ture.

Sponsorslrip
The KCC ttttdertooh tlte rertovations of the l(NT and open grouud facilities comprising Cr.rltural Centre
br-rilding, National Theatre grounds and the Mugun.ro Courtyard creative space. The National Theatre
retrovatiorr project was partially sponsored by the EABL/KBL under Kenya @ 50 Celebrations Legacy
pro.jects. lhe sporrso|ship t"otalled to Kshs.94. 926.521.

Perlbrrrra rrce

I(CC u'as able to underlal<e pr-ograuts that contributecl tcl the developntent of cultural ancl arlistic
expressions dLrrirrg the vear.
Or-tr treL operating resttlts show a srrrplus of Kshs. 23.2 Million as reported ou page I of the financial
report. OLtt' assets have -rlt'orvn by about 41oh over last yeal arrd by on the wlrole r.r,e have lreen able tcr

rnaintain a healthv balance sheet with stlong lrsset positiorr.

'l'rr rget
We expect to ertgage irr aclcl itional resource rnobilizatiorr this yeal to raise aclclitional financiug to help
cotnplete rettovatiotr of National Theatre ituditoriurr, CultLrlal Centre bLrilding. Mugulno creative
Coultyarcl, I(t'lna ya Wasanii artd othel cl'eative artistic spaces. This also irrcludes acqLrisition of The
Kenya Crr lttrlal Certtre's opet'atiortal nrotol vehicles clitical for prograrnrratic sr,rpport to achieve
inrpacttirl c'rtrtconre irr ltlarrrred cultulal arrd artistic irritiatives.
We also expect to review the l(enya Cultural C'entro Act Cap 218 to alisrr it with the 2010 ConstitLrtion
besicles other relevartt operational policy suiclelines applica[rle withirr tlre sector.

llunt:rn Resource (-'aprrcity-The cerrtre operated witlr serious shortage of the HR capacitS, dur.ing tlre
FiY. There is rreecl to nrcreasL'the capacity to enstr'e proper s,v'stenrs are irr place to irnplernerrt its
p|ogfa lIl l)les

Conclrrsiorr
Iattt grateltrl to tlre Ken-'ya C.lultural Centre Coverrrirrg Corrncil (KCC-CC) fbr their sllpport arrcl goocl
stewaldslrip of tlre Cerrtre. I also wish to tharrk the staff of the Kenya CLrltural Centre for their dedication
to tlreir r.rork. May the l-orcl in His tirre bless eaclr orre as only He can.

I look firrrvarcl to (he cclntintrerl qrttrvtlr of, tlrc l(eny,a Cultural C'entr-e as rve str.irc to serve orrr.clierrts nncl
slalieholders irr tlre yeilt''s ahead T'lrarrli ytttr.

i-* 
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VI. CORPORATE GOVERNANCE STATEMENT

The Kenya Cultural Centre Coverning Council supports best practice in corporate governance. Corporate
Governance is the process and structure used to direct and manage business affairs of an institution
towards enhancing prosperity and corporate accounting, with the ultimate objective of realizing
stakeholders' long-term value.

Governing Council
The Kenya Cultural Centre Governing Council consists of a Chairman, Eng. Patrick Obath, 1l Council
members who are non-executive and one Executive Director (ED/CEO).However, during the year the
council operated with a total of 9 GC members the chairman included, due to resignations without
replacement. The director's profiles appear on Page v.

All the non-executive directors are considered to be independent of management and have an appropriate
range of expertise both in business and cultural sector for proper stewardship of the Centre.

The Governing Council's appointment is for 3 years renewable once. The appointing authority is the
Cabinet Secretary in the Ministry responsible for culture, currently being the Ministry of Sports Culture
and the Arts.

Responsibilities
The Governing Council meets quarterly to consider key issues pertinent to the proper running of The
Kenya Cultural Centre and any matters which would have a material effect on the KCC's financial
position, future strategy and reputation.

To enable the Council to function effectively and allow members of GC to discharge their responsibilities,
full and timely access is given to all relevant information. [n case of Governing Council meetings, this
consists of regular progress reports and discussion documents regarding specific matters.

The Council delegates to the Executive Director, powers for the day-to-day management of the Centre
and to assist him in fulfilling his responsibilities, the Council has constituted the following two
committees namely Programmes and Finance and Administration. Other ad hoc committees are set up as

and when need arises. Details of the two main committees are given below:

Programmes Committee
The Committee is chaired by a GC member Mr. Kimingichi Wabende and comprises of four other GC
members who are all non-executive. In addition, the Executive Director and Programmes Coordinator
fulfil attendance of the committee's deliberations.
The committee meets quarterly to review all areas of programming and programmatic activities as
proposed and administered by the management.

Finance and Administration Committee
This GC committee comprises five governing council members and is chaired by Ms. Suzanne Gachukia.
The Executive Director and the Head of Finance also participate in its deliberations.

The committee's responsibility is to ensure the KCC's Finance and Administration policies are in line
with the best market practise. The committee meet quarterly to review the financial reports and provide
guidance in administrative matters.

xlPag:



I

I

VII. CORPORATESOCIALRESPONSIBILITYSTATEMENT

As a Governing Council we acknowledge that we need to promote socially responsible
behaviour. This will help build our reputation and strengthen relationships with customers,
stakeholders and the general public. In order to achieve this, the GC focuses on building and
sustaining efforts geared towards collaborations and partnerships with other industry
stakeholders. Through the years, the GC has been able to partner with various institutions and
will work towards enhancing its regulatory and advisory role in Cultural matters in the coming
years.

We also take responsibility for ensuring that care for our environment since we have an
obligation to our community, investors and customers. The GC actively encourages our staff to
recognize those responsibilities and behave in a responsible manner toward the society in which
we function.

We regard the setting of a good example as an important practice in this regard. Below are a few
examples of how our Governing Council and staff have shown their commitment to practice
responsible corporate behaviour and to establish and support initiatives in the community.

Environment

We encourage staff to work closely with companies and organizations to ensure the recycling of
waste is practical for example paper, plastics etc.

xilr'.1 -:u



VIII. REPORT OF THE GOVERNING COI.NCIL

The Directors submit their report together with the audited financial statements for the year ended 30h
June,20l5 which show the state of the Centre's affairs.

Principal Activities
The principal activities of the Centre continue to be development and promotion of creative cultural
activities for use and enjoyment of all Kenyan citizens without discrimination or distinction whatsoever
along the lines of race, creed, ethnicity, religion and status nor class among many others.
The Centre does this by providing for performance of music, drama and dances, exhibition of works of art
and craft and for the holding of meetings, discussion on matters of literacy, historical, scientific or
educational interest and importance.

Results

The results of the Kenya Cultural Centre for the year ended June 30, 2015 are set out on page I

Auditors

The Auditor General is responsible for the statutory audit of the Centre.

By Order of the Governing Council

I
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IX. STATEMENT OF GOVERNING COUNCILS' RESPONSIBILITIES

Section 84 of the Public Finance Management Act,2012 and section 14 of the State Corporations Act,
require the Governing Council to prepare financial statements in respect of the Kenya Cultural Centre,
which give a true and fair view of the state of affairs of KCC at the end of the financial yeariperiod and
the operating results of the Centre for that yearlperiod. The Governing Council Members are also required
to ensure that the Centre keeps proper accounting records which disclose with reasonable accuracy the
financial position of KCC. The Governing Council is also responsible for safeguarding the assets of the
Kenya Cultural Centre.

The GC is responsible for the preparation and presentation of the Centre's financial statements, which give
a true and fair view of the state of affairs of the Centre for and as at the end of the financial year (period)
ended on June 30, 2015. This responsibility includes: (i) maintaining adequate financial management
arrangements and ensuring that these continue to be effective throughout the reporting period; (ii)
maintaining proper accounting records, which disclose with reasonable accuracy at any time the financial
position of the entity; (iii) designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud; (iv) safeguarding the assets of the entity; (v) selecting and
applying appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The GC accept responsibility for the Cente's financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with lnternational Public Sector Accounting Standards (IPSAS), and in the manner required by
the PFM Act and the State Corporations Act. The Governing Council is of the opinion that the Cenffe's
financial statements give a true and fair view of the state of KCC's transactions during the financial year
ended 30fi June, 2015 and of the Centre's financial position as at that date. The Goveming Council further
confirm the completeness of the accounting records maintained for the Kenya Cultural Centre, which have
been relied upon in the preparation of the Centre's financial statements as well as the adequacy of the
systems of intemal financial control.

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

Approval of the financial statements

The Kerrya Cultural Centre'
,a-l Cn 2ol5and

s financial statements were approved by the Governing Council on
signed on its behalf by:

1',

Council Member r
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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON THE KENYA CULTURAL
CENTRE FOR THE YEAR ENDED 30 J UNE 2015

REPORT ON THE FINANCIAL STATEMENTS

! have audited the accompanying financial statements of the Kenya Cultural
Centre set out on pages 1 to 12, which comprise the statement of financial
position as at 30 June 2015, and the statement of financial performance,
statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution of
Kenya and Section 14 of the Public Audit Act, 2003. I have obtained all the
information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with lnternational Public Sector Accounting
Standards (Accrual Basis) and for such internal control as management
determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

The Management is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section
13 of the Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provisions of Section 15 of the Public
Audit Act, 2003 and submit the audit report in compliance with Article 229 (7) of
the Constitution. The audit was conducted in accordance with lnternational
Standards of Supreme Audit lnstitutions (lSSAls). Those standards require
compliance with ethical requirements and that the audit be planned and
performed to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.

T'he Kenva Culnral (-entre Reports ancl Financial Stotements.fir the.vear encled 30,June 20 l5

Promoting Accounlability in lhe Public Sector



In making those risk assessments, the auditor considers internal controls
relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Centre's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

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

Basis for Qualified Opinion

1. Budget and Budgetary Control

Expenditure

A comparison between the approved budget and the actual expenditure reflected
in the statement of financial performance revealed that the Kenya Cultural Centre
spent in excess of the voted provision of the following sums on various
expenditure heads:

The Centre had budgeted to spend Kshs.8,900,000.00 on staff costs but spent
Kshs.15,516,559.00 resulting to over expenditure of Kshs.6,616,559.00 or by
74.34o/o. As previously reported in 201312014, where the administration costs
had increased by Kshs.9,931,932.00 or by 98.61%, the statement of financial
performance for the year ended 30 June 2015 shows that administration costs
increased by Kshs.10,786,152.OO or 53.92o/o from Kshs.2O,004,263.00 to
Kshs.30,790,415.00. The increase was attributed to a pending payment of a
court ruling that compelled the Centre to pay salary arears to staff.

T'he Ken.r'o ('ulturol (-entre Reportr and [.'inoncial ,\latement.s.fiy the .v'ear entlecl 30.Iurre 20 I 5

2

q

Expenditure
Head

Budget
Kshs.

Actual
Kshs.

Unfavorable
Variance

Kshs.

Percentage
l"/"1

Staff Costs 8,900,000.00 15,s16,559.00 (6,616,559.00) 74.34o/o

Printing and
Stationery

170,000.00 734,851.00 (s64,8s1.00) 332.27o/o

Repair and
Maintenance

930,000.00 1,846,814.00 (916,814.00) 98.58%

Travel and
Subsistence

624,000.00 1,122,550.00 (498,5s0.00) 79.90o/o

Donation 30,000.00 (30,000.00) 100o/o

'l
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2. Property, Plant and Equipment

The statement of financial position as at 30 June 2015 reflects property, plant
and equipment balance of Kshs.296,820,914.00. lncluded in the figure of
Kshs.296,820,914.00 are freehold land, buildings and civil works valued at
Kshs.120,000,000.00, Kshs.80,000,000.00 and Kshs.96,436,326.50 respectively
whose ownership documents and completion certificate for the civil works were
not provided for audit review.

ln the circumstances, it has not been possible to confirm the ownership of land,
buildings and civil works worth Kshs.296,436,326.50 as at 30 June 2015.

3. Undetermined Rent Arrears

As previously reported, the Cultural Centre signed a lease agreement with the
then East African Conservatoire of Music now Kenya Conservatoire of Music on
14 December 1961 to occupy a whole wing of the building The lease agreement
required the lessee to pay two hundred and sixteen (216) monthly installments of
Kshs.1,150.00 commencing on the first day of October 1960. However, the
lessee did not pay rent amounting to Kshs.248,400.00 from October 1960 to
October 1978, a period of 216 months (18 years) as agreed.

Further, the outstanding amount of Kshs.248,400.00 rent not paid up to October
1978, excludes an undetermined amount of rent arrears up to 30 June 2015 for
which no lease agreement was provided for audit review. ln addition, no action
appears to have been taken on our previous report to review the lease
agreement with the Kenya Conservatoire of Music. ln the circumstances, it has
not been possible to confirm the accuracy and completeness of the receivables
balance of Kshs.6,370,958.00 reflected in Note (8) to the financial statements.

Consequently, the accuracy of debtors and receivables balance of
Kshs.7,780,854.00 as at 30 June 2O15 could not be ascertained.

4. Trade and Other Payables

(a) Unexplained lncrease in Trade and Other Payables

The statement of financial position as at 30 June 2015 reflects trade and other
payables balance of Kshs.73,376,943.40 which increased by Kshs.4,534,266.4O
or 6.59% from Kshs.68,842,677.0O reported in 201312014. No satisfactory
explanation has been provided for the increase.

(ii) Pending Bills

The Kenya Cultural Centre had pending bills totalling Kshs.73,376,943.40 out of
which Kshs.7,194,045.40 relates to2O14l2O15 which were not settled during the
year while the Kshs.66,182,898.00 has been outstanding since 201312014. The
defunct City Council of Nairobi was owed Kshs.63,184,432.00.

l'he Keryo (-ulturol ('ertlre lleport.s and Finonc'ial ,\tatenent.s.fitr the.t'ear enclecl 30.Iune 20 l5
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However, documents to support the amount of Kshs.63,184,432.00 were not
availed for audit review.

5. Receivables

The statement of financial position as at 30 June 2015 reflects trade and other
receivables balance of Kshs.7,780,854.00 which increased by Kshs.42o,428.OO
or 5.71o/o from Kshs.7,360,426.00 reported in 201312014. ln addition, debts
totalling Kshs.7,770,854.40 have remained uncollected for over two (2) years.
The failure to collect the debts inherited from the former management has been
attributed to scanty documentation to support the same. However circularization
of debtors has not been done to establish their validity.

Qualified Opinion

ln my opinion, except for the effect of the matters described in the Basis for
Qualified Opinion paragraph, the financial statements present fairly, in all
material respects the financial position of The Kenya Cultural Centre as at 30
June 2015, and of its financial performance and its cash flows for the year then
ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with The Kenya Cultural Centre Act of 20 March
1 951.

Other Matter

I draw your attention to the following matters:

(i) The audit revealed that the Cultural Centre does not have proper systems
and structures necessary for running the Centre including internal audit,
audit committee, lnformation Technology (lT) policy for management and
control of lT functions and assure on data integrity.

(ii) The Centre also operated with acute shortage of the Human Resource
capacity during the year which contradicts the huge increase in staff costs.

My opinion is not qualified in respect to the above matters.

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

Nairobi

07 March 2016

'l.hc Ken.t'a ('ulrural ('entc lleptrt.s ond ["inanc'ittl ,*otettrent.s fir tlte 1;eor ended 30,ltrne ]0 l-i
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 30 JUNE 2015

Jun-1 5

NOTES

Jun-14

INGOME
Sales

GoK Grant

Other lncome

Total lncome

EXPENOITURE

Administration costs

Governing Councrl Expenses

Depreciation

Total Expenditure

Surplus(Deficit) for the Year

KSHS KSHS
3 7,644,075 8,444,555.00

3 20,000,000 33,513,434

3 1 ,021 ,040 1,888,778

28.665.1 15 43,846,767

4

5

6

27,407,746

3,820,865

697.

18,753,256

1,251,008

622.309

3r.926.409 20.626.573

(3,261,2941 23,220,194.0

Page 1



STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2015

NOTES
Jun-15 Jun-14

ASSETS

Non-Current Assets
Property and Equrpment

Current Assets
Debtorsi/Recervables
prepayments

Cash and Bank Balances

TOTAL ASSETS

EQUITY AND LIABILITIES

Revaluatron Reserve
Retarned Earnrngs

Caprtal Fund

Current Liabilities
Payables
Accruals
TOTAL EQUITY ANO LIABILITIES

The

KSHS KSHS

6 296,820,914 203,s35,867

8

9

7

7,360,425

24.414.157

35,740,362 31.774,582

332.561.276 235,310,'150

7,780.854
5,861 ,0't 6

22 09A 492

(74,182)
165,001,987

94 926 527

2,517.112
163,950,661

259 144 332 166.467.773

'10 73,376,943

332,561,276

68,U2,677

235,310,,{lt0

were approved by the governing council on .. 2015 and signed on its behalf by,^l 03

COUNCIL

Page 2



I

STATEMENT OF CHANGES IN R,NDS & RESERVES FOR THE YEAR ENOED 30 JUNE 2015

Rcrraluatlon Reoorvc

KSHS

Rctalned EarnlnEs

KSHS

Capltal Fund

}$HS
Total

KSHS

Batb/d0L.07.L4
Surplusforthc ycar
PP rctaln€d crrnlngs

2,5L7,LL2
(3,26,-,294)

L64,382,4L2

619,575

166,899,524
p,24L,294)

619,575

EABL SponloEhlp(Rcfurlhlbm6nt
of TheatGr) 94,926,527 94,926,527
At 3oth June, 2015 ?44,1.E.2) 165,001,987 94,924,527 259,L443,32

Page 3



I
STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2014

Notes

CASHFLOWS FROM OPERATING ACTIVITIES

Surplus/(Deficit) for the year

Adjustments for:-
Annual Depreciation
Prior Year Adjustment
Surplus before working capital changes

lncrease/decrease tn Stocks
lncrease/decrease in Recetvables
rncrease/decrease in prepayments
Decrease/increase in Payables

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property and Equrpment

Net cash flows after investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Net Cashflow after Financing Activities

Net lncrease in Cash and Cash Equivalents

Cash and Cash Equivalents at beginning of the period

Cash and Cash Equivalents at end of the period

KSHS KSHS

(3,261,2941 23,220,1%

697,798

(2,s63,496) 23,220,194

410,428
(s,861,016)
a F?tt267 _

(3.479.818) 23,220,'.tg/

2.624.799 e,670.u2\

(855-0t9r 20.549.852

(855.019) 20.549.852

22,953,511 2,403.658

22non(92 22aea411

Jun-1 5 Jun-14

6

Page 4
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XVI. NOTES TO THE FINANCIAL STATEMENTS

1. Statement of compliance and basis of preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformity with (IPSAS) allows the use
of estimates and assumptions. It also requires management to exercise judgement in the
process of applying the Centre's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is
the functional and reporting currency of the Centre.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, and International Financial Reporting Standards (IFRS) and IPSAS.
The accounting policies adopted have been consistently applied to all the years
presented.

2. Summary of significant accounting policies

a. Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will
flow to the Centre and the revenue can be reliably measured. Revenue is recognised at
the fair value of consideration received or expected to be received in the ordinary course
of the Centre's activities, net of value-added tax (VAT), where applicable, and when
specific criteria have been met for each of the Centre's activities as described below.

Revenue from the sale of goods and services is recognised in the year in which
the Centre delivers products to the customer, the customer has accepted the
products and collectability of the related receivables is reasonably assured.

Grants from National Government are recognised in the year in which the
Centre actually receives such grants.

Finance income comprises interest receivable from bank deposits and investment
in securities, and is recognised in profit or loss on a time proportion basis using the
effective interest rate method.

Dividend income is recognised in the income statement in the year in which the
right to receive the payment is established.

Rental income is recognised in the income statement as it accrues using the
effective lease agreements.

Other income is recognised as it accrues.

b. In-kindcontributions

In-kind contributions are donations that are made to the Centre in the form of actual
goods andTor services rather than in money or cash terms. These donations may include
vehicles, equipment or personnel services. Where the financial value received for in-kind
contributions can be reliably determined, the Centre includes such value in the statement

6



c.

of comprehensive income both as revenue and as an expense in equal and opposite
amounts; otherwise, the contribution is not recorded.

Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost less
accumulated depreciation and impairment losses.
Certain categories of property, plant and equipment are subsequently carried at re-valued
amounts, being their fair value at the date of re-valuation less any subsequent
accumulated depreciation and impairment losses. Where re-measurement at re-valued
amounts is desired, all items in an asset category are re-valued through periodic
valuations carried out by independent extemal valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
comprehensive income. Decreases that offset previous increases in the canying amount
ofthe same asset are charged against the revaluation reserve account; all other decreases
are charged to profit or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment are determined
by comparing the proceeds from the disposal with the net carrying amount of the items,
and are recognised in profit or loss in the income statement.

d. Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in progress
relates mainly to the costs of ongoing but incomplete works on buildings and other civil
works and installations.

Depreciation on property, plant and equipment is recognised in the income statement on
a reducing balance basis to write down the cost of each asset or the re-valued amount to
its residual value over its estimated useful life. The annual rates in use are:

Buildings and civil works
Computers and related equipment
Offlrce equipment, furniture and fittings

25 years or the unexpired lease period
30%
12.s%

e

A full year's depreciation charge is recognised both in the year of asset purchase and in
the year ofasset disposal.

Items of property, plant and equipment are reviewed annually for impairment. Where the
carrying amount of an asset is assessed as greater than its estimated recoverable amount,
an impairment loss is recognised so that the asset is written down immediately to its
estimated recoverable amount.

Intangible assets

Intangible assets comprise purchased computer software licences, which are capitalised
on the basis of costs incurred to acquire and bring to use the specific software. These
costs are amortised over the estimated useful life of the intangible assets from the year
that they are available for use, usually over three years.

7



f. Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated useful life of
computer software of three years.

All computer software is reviewed annually for impairment. Where the carrying amount
of an intangible asset is assessed as greater than its estimated recoverable amount, an
impairment loss is recognised so that the asset is written down immediately to its
estimated recoverable amount.

g. Investment properfy

Buildings, or part of a building (freehold or held under a finance lease) and land
(freehold or held under an operating lease) held for long term rental yields and/or capital
appreciation, and which are not occupied by the Centre, are classified as investment
property under non-current assets.

Investment property is carried at fair value, representing open market value determined
periodically by independent external values. Changes in fair values are included in profit
or loss in the income statement.

h. Finance and operating leases

Leases which confer substantially all the risks and rewards of ownership to the Centre
are classified as finance leases. Upon initial recognition, the leased asset is measured at
an amount equal to the lower of its fair value and the present value of the minimum lease
payments, and the asset is subsequently accounted for in accordance with the accounting
policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognised in the
statement of financial position to the extent of prepaid lease rentals at the end of the year.
Payments made under operating leases are recognised in profit or loss on a straight-line
basis over the term of the lease. Lease incentives received are recognised as an integral
part of the total lease expense over the term of the lease.

i. Fixed interest investments (bonds)

Fixed interest investments refer to investment funds placed under Central Bank of Kenya
(CBK) long-term infrastructure bonds and other corporate bonds with the intention of
eaming interest income upon the bond's disposal or maturity. Fixed interest investments
are freely traded at the Nairobi Securities Exchange. The bonds are measured at fair
value through profit or loss.

Quoted investments

Quoted investments are classified as non-current assets and comprise marketable
securities traded freely at the Nairobi Securities Exchange or other regional and
intemational securities exchanges. Quoted investments are stated at fair value.

k. Unquoted investments

Unquoted investments stated at cost under non-cuffent assets, and comprise equity shares
held in other Government owned or controlled entities.

J
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l. Inventories

Inventories are stated at the lower of cost and net realisable value. The cost of
inventories comprises purchase price, import duties, transportation and handling charges,
and is determined on the moving average price method.

m. Trade and other receivables

Trade and other receivables are recognised at fair values less allowances for any
uncollectible amounts. These are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at
the year end. Bad debts are written off after all efforts at recovery have been exhausted.

n. Taxation

The Kenya Cultural Centre is exempt from income tax under the First schedule,
paragraph l0 of the Kenyan Income Tax Act (cap 470)

o. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the financial year. For the
purposes of these financial statements, cash and cash equivalents also include short term
cash imprests and advances to authorised public officers and/or institutions which were
not surrendered or accounted for at the end ofthe financial year.

p. Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being received,
net of issue costs associated with the borrowing. Subsequently, these are measured at
amortised cost using the effective interest rate method. Amortised cost is calculated by
taking into account any issue cost and any discount or premium on settlement. Finance
charges, including premiums payable of settlement or redemption and are accounted for
on accrual basis and are added to the carrying amount of the instrument to the extent that
they are not settled in the period in which they arise. Loan interest accruing during the
construction of a project is capitalised as part of the cost of the project.

q. Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised cost,
which is measured at the fair value of contractual value of the consideration to be paid in
future in respect of goods and services supplied, whether billed to the Centre or not, less
any payments made to the suppliers.

9



r Retirement benefit obligations

The company contributes to the statutory National Social Security Fund (NSSF). This is a
defined contribution scheme registered under the National Social Security Act. The company's
obligation under the scheme is limited to specific contributions legislated from time to time and
is currently at Kshs.400 per employee per month.

s. Provision for staff leave pay

Employees' entitlements to annual leave are recognised as they accme at the employees.
A provision is made for the estimated liability for annual leave at the reporting date.

t. Exchange rate differences

The accounting records are maintained in the functional crrrency of the primary
economic environment in which the Centre operates, Kenya Shillings. Transactions in
foreign currencies during the yearlperiod are translated into the functional currency using
the exchange rates prevailing at the dates of the transactions or valuation where items are
re-measured. Any foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation at year-end exchange rates of monetary assets

and liabilities denominated in foreign currencies are recognised in profit or loss.

u. Comparative figures

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

v Subsequent events

There have been no events subsequent to the financial year end with a significant impact
on the financial statements for the year ended June 30, 2015.

l0



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2015
3

SALES
Parkrng fees
Rental lncome
Theatre Htnng

GOK GRANTS
Recurrent grant

Development grant

Totat

OTHER INCOME
Other rncome Donatrons
In-Krnd Donarrons
Totrl

ADMINISTRATION COSTS
Staffcosts
Watcr and elcctrrctfy
Newspapers and perrodrcals

Telephone. lnteruet and posrage

Clearrng
Prrnltng and srattonery

Secunty

Bank charges

Professronal fees

Rcparr and ntalltteltaDce

Travel and subsrstence

Donallon
Programmcs

Total

Governing council erpenses
Govcmrng councrl allowances
Govcmrng councrl cxpenses

Total

7 CASH AND CASH EQUIVALENTS

Cash and Bank Balances
Cash rn hand
Cash at Bank

4. 100,209,00
7,6214,075.00 8.444.5s4.60

20,000,000 00 13,513,434 0o

20,000,000.00 33,513,€4.00

513,900.00 1,888,778.00
507 140.00

Jun-1 5
KSHS

6,151 ,1 15 00
998,000 00
494,960.00

Jun-14
KSHS

3,349,345.60
995,000 00

3

3

4

15.516,559.00

920,831.00
50,175 00

307,902.00
297,214 00
734,851.00

3,579,006 80
50,239 00

475,210 00
1 ,846,814.00
1j22,550.00

30,000,00

6,1 78,662.00
649,1 49.00

54,914 00
184,'100,00

260,569.00
818,714 00

1,239,900.00
42,435 00

1 1 0,000 00
1,450,888 00

688,837,00
25,000,00

7.050.088.002.476 394 00

27,407,745.80

5

3,397,790 00
423,075 00

1,250,000 00
1,008 00

,008.00

33,443 00
22,065.049 00

1 1,607.00
24,402,550.00

Total

DEBTORS & RECEIVABLES
Recervables

Brns Narrobt Servtces Deposrt
Total KPLC Deposrts
Total Salary Advance

Contrngency: Francts Luchtfl

Total

PREPAYMENT
Rarcon development servtces

PAYABLES ANO ACCRUALS

Tradc payables

Accrued expenses

Othcr payablcs

Total

22,098,492.00 24.114.157.OO

8

5,370,958 00

5,000 00

5,000.00
79,700 00

6,026,730.40
5,000.00
5,000,00

13,500.00
196 00 1,320 ,196.00

7,780.854.00 7

9

10

5,861,016.00

73,376.943 40 68,842,676 70

11

73,376,9/B..tO 68,842,676.20



NOTES TO T}IE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTH JUNE 2015

6. & SCHEDULE

Frcehold land Bulldlng & Clvll Wort Eloctronlc Ortr
Proco!.lni Equlpmont

Fumltur! & FHnal Total

xan8. ngns. lt8n9. K8ht. il3n3.
COIIT VALUATION

Balance as at 1st July,2O!4 120,O00,000.00 80,000,000.00 425,L49.00 3,106,967.00 203,535,867.0C
Additions 1,509,799.50 242,900.00 876,386.40 2,629,085.90
Eabl refurbishment 94,926,527.OO 94.926.527.O0

30r,09r"479.90At SOth Jun.2015 120,000,000.00 170,436.326.50 668,O49.OO 3,98:t,363.it()
ACCUMUIITED DEPRECIATION

0.30 o.r:26
As at 1st Julv,2014 0.00 0.00 439,891.00 3,128,590.00 3,568.481.OO
ChargE for the year 0.00 0.00 200,414.70 497,919.18 698.333.88

A. st 3oth Juno 2015 0.00 0.00 640,305.70 3.626.509.18 4,268,814.88
NET BOOK VALUE

As6t 3othJune2015 120,000.0oo.oo 176,436,326.50 27.743.30 356,844.23 296,E2O,91.1.0
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Guidance Notes:

i. Use the same reference numbers as contained in the external audit report;

obtain the "lssue/observation" and "management comments", required above, from final
external audit report that is signed by Management.

Before approving the report, discuss the timeframe with the appointed Focal point persons
within your entity responsible for implementation of each issue

lndicate the status of "Resolved" or "Not Resolved" by the date of submitting this report to
National Treasury.
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