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I. LIST OF ABBREVIATIONS

AGPO
CEO
CETP

CMF
CPA
CS
DOB
EPTA
ERP

FY

HR

ICPAK
ICT

IFRS

IPSAS

rsc
KAM
KIPPRA
KLDA
KLDC
LPO
LSO

MAC
MLD
MoU
MSMEs
NCCG
PFM
PIA
PS

PSASB

PSC

SCAC
SM
TBA
TOTs

TPCSI

UoN

Access to Government Procurement Opportunities
Chief Executive Officer
Common Effluent Treotment Plon
Common Monufocturing Focility
Certified Public Accountont
Cobinet Secretory
Dote of Birth
Exporting Processing Zones Authority
Enterprise Resource Plonning
Finonciol Yeor
Humon Resources
lnstitute of Certified Public Accountonts of Kenyo
lnformotion Communicotion Technology
Internotionol Finonciol Reporting Stondords
lnternotionol Public-Sector Accounting Stondords
lnspectorote of Stote Corporotion
Kenyo Associotion of Monufocturers
Kenyo lnstitute of Public Policy Reseorch ond Anolysis
Kenyo Leother Development Authority
Kenyo Leother Development Council
Locol Purchose Order
Locol Service Order
Monogement Advisory Committee
Million Litre per Doy
Memorondum of Understonding
Micro, Smoll & Medium Enterprises
Noirobi City County Government
Public Finonce Monogement
Principol lnternol Auditor
Principol Secretory
Public Sector Accounting Stondord Boord
Public Service Commission
Stote Corporotions ond Advisory Committee
Squore Meters
To be Advised
Troiners of Troinees
Troining & Production Centre for Shoes lndustry
University of Noirobi
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2.KEY COUNCTL INFORMATION AND MANAGEMENT

(o) Bockground informotion
The Kenyo Leother Development Council (KLDC) is o Stote Corporotion estoblished
by the Government of Kenyo under the Kenyo Leother Development Council Order,
2Oll (Legol Notice No. ,l14 of the Kenyo Gozette supplement No. l13 of 9tn

September 201.|, under the Stote Corporotion Act (Cop 446l,lows of Kenyo. The

Council wos initioted os o speciolized ogency to drive the Government's ogendo on
the development of leother industry. To ochieve this, the Council is expected to
regulote ond focilitote the growlh of the industry. The principol mondote of the
Council is to drive the tronsformotion of the leother volue choin in the Country from o
row moteriol/semi-processed export driven sector to o finished leother product

, monufocturing industry. KLDC is therefore o key driver of the "Big Four" Agendo under
the Monufocturing Pillor. The roodmop to this success is embedded on strotegic
objectives which specificolly oddress the key chollenges focing it. The strotegic
objectives ore oligned to the Council's mondote.

(b) Principol Aclivities
The principol octivity/function of the Council os mondoted by Kenyo Leother

Development Council Order,2011 (Legol Notice No. ll4 of the Kenyo Gozette
supplement No. ll3 of 9rn September 2011, under the Stote Corporotion Act (Cop

446l,lows of Kenyo ore:
i) To provide odvisory services to the Cobinet Secretory on motters reloting to

processing of ond trode in hides, skins, leother ond leother goods for plonning
purpose;

ii) To promote, direct, coordinote, regulote, ond hormonize oll octivities in the
leother sector;

iii) To oversee licensing in the leother sector;
iv) To undertoke reseorch ond development octivities in the leother industry;

' v) To Enforce complionce with set stondords in colloborotion with other relevont
institutions in the industry.

vi) To Mobilize technicol ond finonciol support for the leother sector.
vii) To Collect, store, onolyze, ond disseminote doto on leother.
viii) To Perform ony other function, os the Cobinet Secretory moy consider necessory.

IV
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(c) Key Monogement
The Council's doy-to-doy Monogement wos under the following key orgons:
l. Boord of the Council
2. Chief Execulive Officer/Secretory
3. The Secretoriot

(d) FiducioryMonogemenl
The Key Monogement Personnel who held office during the finonciol yeor ended
30m June 2021 ond who hod direct fiduciory responsibility ore:

[.l\ rt..rt1.1i..- L:lrr[rrrl A5)t't)r-\ lt\t f)t(\t.]t()li\)D t.rt
31.'1rllrr1t,.-t. in (J(.\.(.1(\llnlt.nl trt lt.tltllr't \'(tl(rr-.
..'lt..tin

i.' l-'lt,\ i,.jt' lt'tlrit't:itt1\ r'ttlr1 tr..,11.'t .Jit,., tirrtl itl
Ir'r l1 rl11f i.r1 1 l\1..r jl rr'lit\t , ,,'t:r't..i\itltl tl llr I

ttr.ttl..r.tirl,'t in tlrr. lr..rtirr.r irltjt,stt\ Sr\ ttS l.\
l\lr-lll,.\tr' r'rlIii'1.)[-]r' rir.'\ t']r\L\illt'tli r)t)ri 1.rir1,'rf1,
It'tll..-li.'ll

1l..ttt.';t.11t'tlt'\" t)lltl '\,
i'l..tt'\:ir,trttJiSttt Iir\ltr.r1\ .lll.i
It'rll'i\\Lrl1,, it,Jl,tIrr'lrliit.ll t:llri
( t\ilrtlllitllt'rtt 1i. \1r'li1r., tilr-\, r)tt,.J
,.'I r Si,til \ S.,.'it]l k'r':1...11si[.rli1i,.

Nt'irr r.tf.ilr'l
\\,r.i1,)tr. rrt

rri, lltti.rlitt
itr1t.t'tti1\'

l. Chief Executive Officer
2. Director, Technicol Services
3. Director, Corporote Services
4. Corporotion Secretory /Heod of Legol
5. Monoger, Finonce & Accounts
6. Principol Supply Choin Monogement Officer
7. Principol lnternol Auditor

Dr. lssock M. Noor, PhD
Mr. Chorles Ndungu
Mr. Mohommednoor A. lsocko
Ms Njeri Chege
CPA Mohomed Kholif
Mr. Erick Rithoo Kinoti
CPA Albert Ariku
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(e) Flduclory Overslght Arrongemenls
The Boord of Directors ore the governing body for the Council providing oversight"l

funclions. ln dischorging its duties, the Boord delegotes its role to vorious committees:

Finonce & Governonce, Humon Resource, Risk & Complionce, Technicol & Strotegy

ond Audit. The resolutions of the Boord ore implemented by the Monogement.

COUNCIT BANKER

Kenyo Commerciol Bonk

P. O. Box 
.l4959- 

00800

NAIROBI, KENYA

INDEPENDENT AUDIIORS
Auditor Generol
Office of the Auditor Generol
Anniversory Towers, University Woy

P.O. Box 30084-00]00

NAIROBI, KENYA.

PRINCIPAT LEGAT ADVISOR

The Attorney Generol
Stote Low Office -Horombee Avenue
P.O. Box 40112-00200
NAIROBI, KENYA.

.go.ke
.ke
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3. BOARD OF DIRECTORS OF THE COUNCIT

I

Mr Abdi Bore Duole
Choirmon

Mr Abdi is the Choirmon of Kenyo Leother Development
Council. He is on experienced business executive wilh vost
knowledge in storting up ond running successful
enterprises. Abdi is o troined entrepreneur with on MBA
(lnternotionol Trode) from Edith Cowon University, Austrolio.
He hos mony business interests ond is currently the
Monoging Direclor of Medino Chemicols Limited ond the
Executive Choirmon of Nomod Poloce Hotel Limited. Abdi
previously served os o Boord Member for Kenyo Revenue
Authority, Kenyo Bureou of Stondords ond Nerix Phormo
Limited. As the choirmon of the council, he choirs oll full
boord meetings.

2.

Anne R. Lengerded
Director

Anne wos born in 1969; she is o MCIPS (Member Chortered
lnstitute of Purchosing & Supplies- Professionol stoge. She
holds Mosters on Public Policy & Anolysis JKUAT ond
Bochelors of Commerce (finonce option) Kenyotto
University; she wos o Boord Member of Postorolist
Development Network, Tele Posto Socco ond vorious
leorning institutions. She got wide experience in
Procurement motters. She currently choirs Finonce &
Governonce committee ond is olso o member of Humon
Resource & Risk Committee of the council.

3

Mr Johnson Moino
Mwongi
Rep CS, Notionol Treosury

Mr. Johnson Moino Mwongi wos born on 20tn December,
1968. He is currently o Senior Deputy Director, Mocro ond
Fiscol Affoirs Deportment in the Notionol Treosury. He hos
served os on Economisl for 26 yeors in vorious Government
Ministries including in the Office of the Vice President ond
Ministry of plonning ond Notionol Development, Ministry of
Environment ond Noturol Resources, Ministry of Educotion,
Science ond Technology, Ministry of Heolth ond the
Notionol Treosury. He holds o Bochelor of Arts (BA) in
Economics ond Moster of Arts (MA) in Economics degrees
from the University of Noirobi. He is o member of both
Finonce & Governonce ond Audit Committees.

)I
t

vil



Kenyo leorher Developmenl Council
Annuol Rcport t Flnonclol Sfohmcnb lor lhe yeor ended 3fi Juna,202l

Mr. Mbogo holds o Moster's of Science degree in

Technology (University of Northompton-UK, 2005),

Bochelors of Science degree (University of Noirobi, 1990).

He hos served in government in vorious positions storting os

o high school teocher with the TSC, lecturer of both Ahiti-

Kobete ond University of Noirobi, o reseorcher of Kenyo

lndustriol Reseorch ond Development lnstitute (KlRDl). He is

currently the Director of Leother Development, Stote

Deportment of Livestock ond olternote Director KLDC to
the Principol Secretory, Stote Deportment of Livestock. He

is o member of the both Finonce & Governonce ond
Technicol & Strotegy Committees.

Leoth4

Mr. Joseph N. Mbogo
Rep. PS Slote Deporlmenl
of Liveslock

Mr. Busienei wos born in 1973: he holds MBA (Executive)-

oviotion option Moi University, hos wide experience in Flight

Operotions in Kenyo. He currently choirs Technicol ond
Strotegy Committee of the council ond is olso o member
of the oudit committee.

5

Mr Elios K. Busienei
Director

6

Mr Rophoel lelimolo
Director

Mr. Letimolo wos born in .l957 he holds o Bochelor of Arts

degree in Peoce Study ond Conflict Resolution I st closs

honors. He wos o Member of Porlioment 2007-20]7 ond
District Officer l9BB-2007. He is currently the choir of the
Boord's Audit Committee ond olso o member of Technicol
ond Strotegy committee.

vilt
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Ms Amino M. Worio
Direclor

Ms Amino is o community leoder on women
empowerment, mentoring youth in creoting oworeness in
ond ofter school progrom, odvocoting for community
membership in educotion ond heolth core. 2013-2017 Wos
o nominoted member of County Assembly of Noirobi. 2008-
20'13 Wos o nominoted councilor Embokosi-Noirobi.2003-
2007- Wos choirlody of EmbokosiSub-Bronch (KANU). 

,l989-

1997- KANU Choirlody Embokosi word (Moendeleo yo
Wonowoke)..l986-1989 Villoge representotive
Kwore/Mukuru Kwo Njengo word. She is o member of Audit
committee os well os Humon Resource ond Risk

Complionce Committee.
B

Ms Elizobeth Komou
Direclor

M/s Elizobeth is o foshion ond interior Designer with mony
yeors ond wide experience in Kenyo ond Eost Africo. She
holds Diplomo in foshion ond inlerior Design. Elizobeth
currently choirs Humon Resource ond Risk Complionce
Committee of the council ond is olso o member of Audit
Committee.

I

Mr Stephen Korume
Director

Mr. Korume joined KLDC Boord on 20th Sep 20'lB. He hos o
Bochelor Degree in Arts (Mojoring in Economics) from Moi
University ond holds on Executive Mosters in Business

Administrotion (Entrepreneurship). He worked os Heod of
Trode Development of Eost Africon Breweries Ltd from 200.|

to 201 4. 1993 -200,l he worked for Dowo Phormoceuticols
Ltd. l99l -l 993 he worked for Cor & Generol os o soles mon
covering Noirobi region. Korume is o member of both
Humon Resource & Risk Complionce ond Technicol &
Strotegy Committees.

tx
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Mr Mutwiri wos born in 1971; he hos 22 yeors' work

experience in finonce reloted office. He holds o Degree in
BBA, MBA-Finonce, ond Post-Groduote-Diplomo in

Finonciol Monogement ond professionol Diplomo in Public

Procurement.

He wos CS Notionol treosury Representotive until lTtn July,

2020. He wos member of Finonce & Governonce ond Audit
Committees.

10.

Mr Henry Mutwiri
Rep. CS Notionol Treosury

il

Dr lssock M. Noor, PhD

CEO/Secretory

Dr. Noor is 59 yeors old, he holds o PhD in Live Stock
Production Systems, Egerton University, (2013), MSc (Animol

Production), University of Noirobi, (2009), BSc (Animol

Heolth) Egerton University (,l995) ond o Cerlificote (Animol

Heolth) Ahiti- Nyohururu, (1990). He hos over 35 yeors of
public service experience with veterinory deportment,
teoching, reseorch, ond odministrotion.

12

Ms Njeri Chege
Corporolion Secretory
/Heod of Legol

Ms. Chege holds o Bochelor of Lows (LL. B) (Hons) degree
from the U.O.N (Porklonds)2003, ond o post groduote
diplomo from the Kenyo Schoolof Low. She is on Advocote
of the High Court of Kenyo, with over fifteen (15) yeors of
experience in the legol field ond o member of the Low
Society of Kenyo. She is o Certified Public Accountont of
Kenyo C.P.A (K) ond Certified Public Secretory of Kenyo
CPS(K) ond member of lnstitute of Certified Secretories of
Kenyo - ICS (K).

She is possionote obout the rule of low ond prudent
monogement of public resources ond sound public
governonce policies.

X
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4. MANAGEMENT TEAM

I

Dr. lssock M. Noor,
PhD

Dr. Noor is 59 yeors old, he holds o PhD in
Livestock Production Systems, Egerton
University, (20.l3), MSc (Animol Production),
University of Noirobi, (2009), BSc (Animol
Heolth) Egerton University (1995) ond o
Certificote (Animol Heolth) Ahiti- Nyohururu,
( r eeo).
He hos over 35 yeors of public service
experience with veterinory deportment,
teoching, reseorch, ond odministrotion.

Chief
Executive
Officer/
Secretory

2

Mr Chorles M. Ndungu

Mr. Ndungu is 56 yeors old ond holds o BSc
Leother Technology degree (200a), Certificote
in Hides ond Skins lmprovement (l 98,l ). He hos
ottended courses in Cluster Monogement,
Leother Finishing, ond Business lncubotion.

Direclor,
Technicol
Service

3

Mr Mohommednoor A.
lsocko

lsocko hos o weolth of HR professionol
experience sponning over 14 yeors in vorious
orgonisotions, including County Public Service
Boord of Morsobit os Boord Secretory/Chief
Executive Officer, Kenyo Meot Commission os
Chief Humon Resource & Administrotion
Monoger. lsocko hos held vorious portfolio os
Humon Resources Officer in vorious
orgonizotion.

A Humon Resource Professionol with vost
experience in monogement, lsocko holds
Mosters in Business Administrotion from the
University of Noirobi ond o Bochelor of
Commerce (Humon Resource Monogement)
from the some university. He holds higher
notionol diplomo from lnstitute of Humon
Resource Monogement ond Diplomo in Public
Administrotion from lnstitute of Golilee (lsroel).

Director,
Corporote
Service

tfb
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Corporoti
on
Secretory

/Heod of
Lego!

4

Ms Njeri Chege

Ms. Chege holds o Bochelor of Lows (LL.B)

(Hons) degree from the U.O.N (Porklonds)2003,
ond o post groduote diplomo from the Kenyo
School of Low. She is on Advocote of the High
Court of Kenyo, with over fifteen (15) yeors of
experience in the legol field ond o member of
the Low Society of Kenyo. She is o Certified
Public Accountont of Kenyo C.P.A (K) ond
Certified Public Secretory of Kenyo CPS(K).

She is possionote obout the rule of low ond
prudent monogement of public resources ond
sound public governonce policies.

5.

Mr PoulM. Ephonlus

Monoger,
Copocity
Building

Poul is o former Employee of Stote Deportment
of Livestock os on Acting Director Leother
Development.

BSc. (Hons.) Moteriols Technology (Leother)
from the University of Northompton (UK) ond
MSc. Environmentol Legislotion ond
Monogement -ongoing

He is o Visionory, Strotegic ond Tronsformotive
Leoder ond on expert in formuloting
Environmentol ond Leother Policies,
Developing Leother Strotegies ond Enocting
Environmentol Legislotions.

He is the founder & choirmon of Kenyo
Associolion of Leother Technologist ond
Scientists (KALTS), o professionol body for
Leother Development Professionols.

xii
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6

Dr Ahmed A. Hosson,
PhD

Holds o BSc (Hons) from Northompton
University U.K. Mosters in Business
Administrotion (MBA) Strotegic Monogement
option from Kenyo Methodist University ond
Doctor of Philosophy in Business Administrotion
(Strotegic Monogement option from Jomo
Kenyotto University of Agricullure Technology,
Noirobi Kenyo.
Holds o thirty-five yeors' experience in the
leother industry.

Monoger,
Quolity
Assuronce
&

Complion
ce

7

Mr John Otieno
Okumu

John holds MSc in Environmentol Plonning &
Monogemenl - Moseno University, BSc in
Moteriol Science (Leother) - University of
Northompton, Certificote in Hides & Skins
lmprovement - AHITI Kobete, KCE certificote
from Mowego Technicol School. A leother
professionol with over 34 yeors of experience.

Monoger,
Promotion
s&
Morkeling

8

Mrs. Yvonne K.

Nkoiboni

Yvonne is o Humon Resource proctitioner with
over l0 yeors of experience. She hos vost
experience in recruitment, troining, discipline,
employee relotions, performonce
monogement ond rewords monogement. She
hos o bochelor's degree in Humon Resource
Monogement ond is o member of the lnstitute
of Humon Resource Monogement.

Monoger,
Humon
Resources
&

Administr
olion

9

CPA Mohomed Kholif

PhD Condidote (JKUAT), MBA (Finonce) -MKU,
BBM (Finonce & Bonking)-Moi University, CPA
(K) ond SMC- KSG. A registered member of
ICPAK.
Professionol Accountont with over l0 yeors'
experience in finonce, Accounting, ouditing
ond ossuronce in both Public ond Privote
Sectors.

Monoger,
Finonce &

Accounts

xilt
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Prlncipol
Supply
Choin
Monogem
enl Officer

IO

Mr. Erick Rlthoo Kinoti

Eric is the heod of procurement ond supply
choin monogement function of the Council.
He is seosoned professionol in supply choin
monogement ond governonce in both public
ond privote sector.
He is o finolist Moster of business odministrotion
ond o bochelor of commerce degree
(procurement ond supply choin
Monogement) holder, with CPA port ll

certificotion. He is o member of the Kenyo
lnstitute of Supplies Monogement (KISM).

Peris o visionory ond committed teom ployer
with o strong professionol bockground in
Leother Technology with o Moster's of Science
(Msc) focused in leother ond environment.

Experienced reseorcher ond skilled in
lecturing, leodership, monogement ond
product development. Proven ond copoble
leoder with obility to prepore ond implement
business plons ond mobilize the necessory
resources for implementotion both finonciol
ond humon.

Principol
Leolher
Developm
ent
Officer/C
enlre
Administr
otor IPCSI

Cenhe

lt.

Ms. Peris Njeri
Woinoino

i
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5. CHAIRMAN'S STATEMENT

It is on honour to present the finonciol stotements ond report for the finonciol yeor
2020/2021. The report is o reflection of the commitment of the Boord ond
monogement in striving to ochieve impoctful interventions to grow the leother
industry. The industry remoins o priority sector for industriolizotion under the 'Big Four
ogendo ond the Kenyo Leother Development Council (KLDC) is centrol to the
sector's development ond promotion of the volue choin.

The Boord ond the monogement hove remoined dedicoted to ensuring the Council
dischorges its mondote through the reolizotion of the strotegic objectives set in the
strotegic plon FY 2017 /2018-202112022. The Plon is expected to moteriolize in the FY

202112022 ond the focus for the Council hos therefore been to focilitote excellence
in the leother industry; enhonce leother sector infrostructure; promote leother
processing & product monufocturing; ond promote leother morketing. These
objectives ore designed to tronsform Kenyo towords becoming o leother/leother
products monufocturing hub.

The Council hos continued to work in colloborotion with criticol portners locolly,
internotionolly ond hos olso benefited from the support given by the Ministry.of
Agricullure, Livestock, Fisheries & Co-operotives, the Notionol Treosury, other
Government deportments ond ogencies.

CORE MANDATE

During the yeor, the Council continued to dischorge its mondote. However, the
Covid-19 pondemic did offect operotions significontly. The odherence to the Ministry
of Heolth protocol to curb the spreod of the diseose led to the holting of criticol
octivities, progroms ond projects which were olso in some instonces offected.

Nevertheless, the Council mode importont milestones. ln line with the objective to
enhonce the leother sector infrostructure for exomple, the development of the
Kenyo Leother lndustriol Pork progressed well, with the construction of the Common
Effluent Treotment Plont (CETP) now olmost complete. The Council olso commenced
construction of the leother industriol worehouses which will be expected to provide
o "plug ond ploy" incentivised focility for investors. The enobling portners such os the
Deportments responsible for Roods, Power, Woter ond ICT hove olso begun
preliminories in the implementotion of their respective components. The provision of
these criticol infrostructure ond utilities will bolster the competitiveness of the Leother
Pork.

The Boord wos olso oble to finolize negotiotions on the omendment of the initiol
Memorondum of Understonding (MoU) between KLDC ond Export Processing Zones
Authority (EPZA). The first document which wos executed on Bth December,2015 hod
severol gops which hove been oddressed in the First Amendment to the MoU signed
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in 2020. This MoU now expressly provides for criticol oreos such os lond, funding,
revenue-shoring, zoning within the pork, monogement omongst others. The

consensus between the joint implementors, hos focilitoted the ollocotion of one
hundred (.l00) ocres of lond by EPZA for use by KLDC exclusively. A moster plon wos
developed by the Directorote of Plonning for this porlion of the lond ond thereofter
it wos resurveyed ond opproved by the Cobinet Secretory, Ministry of Londs.

The Council in ochieving the objective of promotion of leother processing ond
product monufocturing hos olso mode significont strides in the finolizotion of the
Koriokor Common Monufocturing Focility (CMF) which is expected to bolster locol
footweor ond leother goods competitiveness. The focility wos honded over on the
l4trr of Jvly,2021 to KLDC by the Noirobi City County Government ond is now
expected to be operotionolized within the first quorter of the next finonciol yeor. The
Council intends thereofter to mop the rolling out of the CMF model ocross the
country in some of the leother monufocturing clusters such os Nokuru, Eldoret,
Kisumu, ond Molindi.

KLDC hos continued to nurture the Troining ond Production Centre for Shoe lndustry
(TPCSI) in order to ensure thot it ochieves its strotegic objective of supporting growth
in the leother sector through oppropriote skills development. ln this finonciol yeor,
there wos o notoble improvement in productivity ottributoble to the re-orgonizotion
of the humon resource ond the stondord operoting procedures. The instollotion ond
operotionolizotion of thirty-three mochines in the focility which is olmost complete is

expected to provide improved services to the Micro & Smoll Enterprises (MSEs) in the
leother sector. The troining component wos unfortunotely offected by the outbreok
of Covid-19 pondemic but it is hoped thot there will be improvement in the next
finonciol yeor.

During the yeor, the Kenyo Leother Development Policy wos finolized by the Council
in consultotion with the Kenyo lnstitute of Public Policy Reseorch ond Anolysis
(KIPPRA). The Policy is intended to provide o dedicoted roodmop for development
of the sector, which hos previously only been oddressed in brood-bosed notionol
policies thot hod implicotions for development of the sector. Lock of o
comprehensive policy hos portly contributed to its underperformonce. The Policy is

pending volidotion by stokeholders, which hos been deloyed by the ongoing
pondemic, but is expected to be conducted in the next finonciol yeor.

GOOD GOVERNANCE & HUMAN RESOURCE CAPITAL

The Boord of Directors hos continued to dischorge its oversight role despite the
chollenges reloting to Covid-,l9. The Directors exemplified service to the notion ond
odopted well to the new woys of conducting business including conduct of virtuol
meetings ond engogements. The oversight role of the Boord wos olso dischorged
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through inspection of projects which ore currently the key performonce indicotor for
the Council.

The Boord in cognizonce of the importonce of its humon copitol, continued to
supporl strotegies thot would ensure o robust productive teom. ln the yeor, the Boord
opproved criticol policies ond operotionol documents such os the Performonce
Monogement Policy, Humon Resource & Procedures Monuol; Budget ond
procurement plon. The Boord oversow the trocking of monogement's performonce
to ensure thot the torgets set in the performonce controct for the yeor were
ochieved. The monogement executed the operotions of the Council sotisfoctorily,
despite the limitotions orising from Covid-,l9 ond the tight budget ceilings set by the
Notionol Treosury.

lom indeed hopeful thot os the entire world odopts to the new environment.of
monoging Covid-l9, the Council will develop innovotive woys to ensure thot the
sector continues to grow. By so doing, the sector's contribution to the Country's gross
domestic product sholl increose significontly through volue oddition in the leother
volue choin, job creotion ond improvement of livelihoods.

Choirmon of lhe Boord
UcMr
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6. REPORT OF THE CHIEF EXECUTIVE OFFICER

Kenyo Leother Development Council (KLDC) is o Stote Corporotion estoblished by th
Government of Kenyo under the Kenyo Leother Development Council Order, 20.l I
(Legol Notice No. 1.I4 of 9tn September,20ll), under the Stote Corporotions Act
Gop.aa6), Lows of Kenyo. The Councilwos instituted os o speciolized ogency to drive
the Government's ogendo on the development of leother industry. To ochieve this,
the Council is expected to regulote ond focilitote the growth of the industry.

The principol mondote of the KLDC is to drive the tronsformotion of the leother volue
choin in the Country from o row moterioUsemi-processed export-driven sector to o
finished leother product monufocturing industry. KLDC is therefore o key driver of the
"Big Four" Agendo under the Monufocturing pillor.

The Council hos continued to focilitote o volue driven ond sustoinoble leother industry
os stipuloted in Kenyo's Vision 2030 ond the estoblishing legol instrument, with the
primory focus being the quolity of leother & leother products for both locolond export
morkets.

ln order to strengthen the Council's regulotory fromework, drofts of Kenyo Leother
Development Policy ond Kenyo Leother Development Authority (KLDA) Bill hove been
developed. These instruments ore expected to olign the Council's operotions with the
new constitution ond focilitote complionce in the industry through effective
coordinotion. The droft policy hos undergone public porticipotion ond is pending
volidotion by the stokeholders before submission to the relevont Porliomentory
Committee for further processing. The volidotion of the Policy is o criticol pre-cursor to
the promulgotion of the KLDA Bill.

The Troining & Production Centre for Shoe lndustry (TPCSI), Thiko, Kiombu County
continues to be centrol to the Council's strotegic objective to undertoke skills
development for the leother industry. ln order to improve service delivery of the Centre
ond provide technicol support for Micro & Smoll Enterprises (MSEs), the Councilis in the
process of finolizing the operotionolizotion of modern mochinery. ln o bid to motivote
the stoff of the Centre, their terms of service hove been reviewed ond formolized. This
hos enhonced their morole ond increosed the Centre's operotionol efficiency. The
performonce of the Centre hos olso improved os o result of ongoing restructuring,
porticulorly the provision of leodership by high codre stoff.

The Koriokor Common Monufocturing Focility in Noirobi County wos officiolly honded
over to the Council. lt is expected to boost the growth of locol MSMEs. The Council is

in the process of finolizing the operotionolizotion of modern equipment to enhonce
competitiveness of the MSEs products/outputs ond expond employment
opportunities.

During the finonciol yeor under review, there wos remorkoble progress in the
construction of the Common Effluent Treotment Plont (CETP) of the Kenyo Leother
Pork, Kenonie, Mochokos County. As o result, the Council's obsorption of exchequer
gronts for development hos improved significontly. The CETP is expected to be
completed in the next finonciol yeor ond to be operotionolized soon thereofter. This
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hos creoted on impetus to commence the construction of the "plug ond ploy"
focilities on the one hundred (100) ocre porcel of lond ollocoted to KLDC. The focilities
comprise of four modern stotes of the ort leother industriol worehouses meosuring
5,000 squore meters ond 2500 squore meters for tonneries ond leother products
monufocturing respectively.

The Council remoins committed to dischorging its mondote of leother sector
development ond promotion of the volue choin through its notionol projects ond
progrommes. lt is keen on estoblishing o conducive environment, through o
consolidoted leother policy ond legol fromework. Further, porticipotion in the fiscol
strotegies developed by the Notionol treosury thot hove on impoct throughout the
volue choin. These interventions ore expected to spur development of the leother
industry, stimulote ond nurture investment, while protecting the interests of oll leother
sector ployers.

ln the next finonciol yeor, the Council intends to complete the ongoing projects ond
initiote new ones thot will expond the impoct within the industry. lt is our hope thot in
the finonciol yeor 2021/2022, the Council will review its five-yeor strotegic plon which
expires in the forthcoming yeor. Subject to the ovoilobility of funds, the Council moy
initiote the development of the KLDC heodquorters; decentrolize operotions ond olso
oversee the commencement of occupotion of the Kenyo Leother lndustriol Pork
(Kenonie) by lnvestors.

Dr. Mohomed Noor, PhD
Chief Executive Officer
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7. STATEMENT OF COUNCIL'S PERFORMANCE AGAINST STRATEGIC OBJECTIVES FOR FY

2020/21

The Council's octivities ond projects ore in pursuont of reolizing the four strotegic

objectives of the current five-yeor strotegic plon 20lB - 2022 ond the notionol

objective of tronsforming the leother industry into on internotionolly competitive
regionol leother ond leother products monufocturing hub. Eoch strotegic objective
oddresses porticulor requirements for continuous improvement of performonce of the

leother sector of row moteriol producfion, leother processing ond product

monufocturing. These strotegic objectives ore: -

ln the drive towords the reolizotion of these objectives, the Council is implementing
vorious projects ond progroms thot inform the plonning of the onnuol octivities. The

plonned octivities for eoch yeor build on the ochievements of the preceding yeor os

well os lessons leorned or ony new dynomic thot comes into ploy in the course of the
yeor.

The current projects ond progroms include: -

i. Development of the Kenyo Leother lndustriol Pork in Kinonie Mochokos County.
ii.Estoblishment of o Common Monufocturing Focility (CMF) of Koriokor Noirobi

County.
iii. Upgroding of Troining ond Production Centre for Shoe lndustry (TPCSI) Thiko, Kiombu

County.
xx
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iv. Development of notionol leother policy.
v. Hides ond skins quolity improvement progrom.

ln the 201912020 issues of quolity of hides ond skins were identified os o mojor chollenge
in the development of the sector ond the Council initioted the development ond
implementotion o notionol progrom for quolity improvement.

Aport from the interventions under the strotegic objectives, other emerging dynomics
offected the performonce of the sector. During the yeor, the outbreok of Covid l9
pondemic hod negotive effects on the sector resulting in shutdown ocross the world
thot slowed the consumption of leother products. The internotionol economic
slowdown reduced the country's moin exports of wet-blue/crust leother offecting the
locol row hides ond skins supply systems due to reduced prices.

The Council ochieved its performonce torgets set for the fY 2020121 period for its four
strotegic pillors os indicoted in the toble below:

Toble 1.0: Stotement of Council Performonce o insl ico

Development of
o notionol
leolher policy

Finol droft
policy

Finolizotion of
droft notionol
leother policv

Droft finolized
owoiting finol
volidotion

Number of
Counties
Focilitoled

Troining ond
sensitizotion of l0
counlies (5 high
livestock & 5 high
sloughter)
identified

Enhonced skills

to improve
quolity in l0
Counties

Number of
floyers troined

Troin 60 floyers 35 floyers
troined
30 producers
sensitized

Pillor l:
Focilitotion
of
Excellence
in Leother
lndustry

lmprovemenl of
hides, skins ond
leother quolity

Number of
hides ond skins
producers/
troders
sensitized

Sensitize 50 hides
ond skins troders

25 TOTs

sensitized on
quolity
produclion

Pillor 2:
Developm
ent of
Leother

Provide o
modern
Common
Effluent

% Completion Construction of o
CETP ond other
reloted works

54% Complete
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Sector
lnfrostructu
re

Treotment Plont
(CETP)

Provision of plug
ond ploy
industriol
worehouses

% Completion Construction of 4
industriol
worehouses (2 of
25O0SM & 2 of
5000sM)

20% Complete

Pillor 3:
Promote
Leother
Processing
ond
Product
Monufoctu
ring

Operotionolize
Koriokor
Common
Monufocturing
focility

% Completion Completion of
Koriokor
worehouse

100%
complete

Number of
Mochines
delivered ond
instolled

Delivery ond
lnstollotion of 55
mochines/
equipment

65 mochines/
equipment
delivered
owoiting
instollotion

Upgrode of
Troining ond
Production
Centre for Shoe
lndustry IPCSI)

Number of
mochines
lnstolled

lnstollotion of 33
mochines

33 mochines
instolled

Number of
operotors
troined

Troining of l5
mochine
operotors
conducted

23 operotors
troined

Pillor 4:
Promotion
of Leother
ond
Leother
Products
Morketing

Enhonce
occess to
morkets

Morket survey
report

Corryout morket
survey of leother
products

One morket
survey done

Number of
MSMEs
promoted
through the
website

Promote l0
MSMEs product
through KLDC
website

Products of 8
MSEs
promoted

Enhonce
footweor ond
leother goods
competitiveness

Number of
MSMEs
occessing
TPCSI focility

Focilitote 25
MSMEs to occess
TPCSI common
monufocturing
focility

27 MSMEs
occessed

Number of
MSMES troined
on
complionce to
stondords

Troin 50 MSMEs
monufocturing
leother products
on stondords
complionce.

l2 MSMEs
troined
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8. CORPORATE GOVERNANCE STATEMENT

The principol mondote of the Kenyo Leother Development Council (KLDC) is to
undertoke leother sector development ond promotion of the leother volue choin. lt
dischorges its mondote in occordonce with the stipulotions in the Kenyo Leother
Development Council (Order) L.N. No. ll4 of 201I under the Stote Corporotions Act
(Cop) 446 of the Lows of Kenyo. lts strotegic objectives ore geored towords driving the
tronsformotion of the leother volue choin in the Country from o row moteriol/semi-
processed export driven sector to o finished leother products monufocturing industry.

KLDC is o key driver of the "Big Four" Agendo under the monufocturing pillor.
The roodmop to ochieve success is embedded in the current Strotegic Plon for FY

2017 /18- FY 2021122. The strotegic objectives oddress the key chollenges focing the
leother sector ond ore oligned to the Council's mondote.

The KLDC Chief Executive Officer (the occounting officer) is occountoble to the
Notionol Assembly in occordonce to Section (58) of the Public Finonce Monogement
(PFM) Act of 2012, in ensuring thot the public resources ore used in o woy thot is lowful
ond outhorised; effective ond efficient; economicol ond tronsporent. This role is

dischorged vis-o-vis the principles of good governonce ond the oversight of the Boord
of Directors (Boord) envisoged in the provisions of Section (.l5) of the Stote
Corporotions Act (Cop) 446 of the Lows of Kenyo ond KLDC's enobling stotute. The
section provides thot the Boord sholl be responsible for the proper monogement of the
offoirs of o stote corporotion ond sholl be occountoble for the moneys; the finonciol
business ond the monogement of the entity.

Corporote Governonce Principles
ln pursuit of the corporote objective, we hove committed to the highest level of good
governonce. KLDC strives to foster o culture thot upholds the Constitution of Kenyo
2010, volues ond rewords exemplory performonce within cleor ethicol stondords,
corporote integrity, upholding respect for oll ond sofeguording notionol interest.

The Boord dischorges its role ond functions in complionce with the enobling low, the
Stote Corporotions Act ond the requirements contoined in Mwongozo (The code of
Governonce for Stote Corporotions) ond oll other opplicoble lows, rules ond
regulotions. Mwongozo identifies the roles ond functions of the Boord which should be
exercised collectively ond not individuolly. The roles ond functions inclu.de
determinotion of the orgonizotion's vision, mission, purpose ond core volues; to set ond
oversee the overoll strotegy ond opprove polices of the Council; opprove the onnuol
budget; monitor the orgonizotion's performonce ond ensure sustoinobility; hire the
CEO ond opprove the oppointment of senior monogement stoff; ond ensure effective
communicotion with stokeholders.
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Constitulion of lhe Boord of Directors
The Choirperson of KLDC is oppointed by the Presidenl of the Republic of Kenyo. The

Principol Secretory of the Porent Ministry ond Notionol Treosury oppoint one olternote
eoch to the Boord. The Cobinet Secretory (CS) of the Porent Ministry oppoints seven
(71 independent Boord members ond the CEO is oppointed by the CS upon
recommendotion by the Boord.

Size ond composilion of the Boord
The Boord of Directors during the reporting yeor consisted of o choirperson; six (6)

independent members; ond two olternotes- one to the PS of the Porent Ministry ond
the other the CS Notionol Treosury. The inspectorote of Stote Corporotions (lSC) wos
olso represented in the Boord by Mr. Lowrence Okudo (deceosed) ond thereofter
Mr. lsooc O. Odek.

The skills motrix for the Boord consists of individuols who possess extensive experience
in vorious disciplines, which ore opplicoble in the overoll governonce of the Council
ond ochieved the right bolonce of skills ond experience necessory in decision moking.
The Boord members were olso from diverse counties which provided o regionol
representotion of the "foce of Kenyo".

Toble l.l: Deloils of the Boord members durin lhe finonciol

Gorisso

Kiombu

Trons
Nzoio
Somburu

lsiolo

Kirinyogo

Somburu

Nyeri

Kiri gonyo

I Mr. Abdi
Bore Duole

Choirperson 30.s. 2018 29.5.2021 lst Mosters

2 Ms. Elizobeth
Komou

Director 21.10.2019 20.10.2022 2nd Diplomo

3 Mr. Elios
Busienei

Director 6.6.2018 5.6 2021 lsl Mosters

Director 6.6.2018 s.6.2021 lsl Bochelor's4 Mr. Rophoel
Letimolo

20.9.2018 19.9.2021 lsi N/A5 Ms. Amino
Worio

Director

6. Mr. Stephen
Korume

Director 20.9.2018 19.9.2021 Isl Mosters

20.9.2018 19.9.2021 'l st Bochelor's7 Ms. Anne
Lengerded

Director

8 6.7.2020 TBA N/A MostersMr. Joseph
Mboqo

AIt. PS SDL

9 Mr. Johnson
Mwonoi

AIt. CS
Treosury

17.7.2020 TBA N/A Mosters

17.7.2020 End Mosters
.l0

Mr. Henry
Mutwiri

AIt. PS

Treosury
24.11.2017
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ll Dr. lssock M.
Noor

CEO r.8.20r 6 31.7.2021 lst Doctorote

12 Ms. Njeri
Chege

Corporotion
Secretory/
Heod of
Legol

1.1 I .2019 TBA N/A Mosters-
ongoing
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Mondero

Kiombu

The Boord conducted its business through four committees; Finonce & Governonce;
Technicol & Strotegy; HR, Risk & Complionce; ond Audit. A choirperson wos oppointed
for eoch committee from the independent members ond eoch director served in ot
leost two (2) committees.

lnduction ond Evoluotion
The Council undertook the induction of the new Boord members, Mr. Joseph Mbogo
ond Mr. Johnson Mwongiwho were oppointed during the finonciol yeor. The Directors
olso underwent troining for boord oudit committee mostercloss which wos themed "ln
Pursuit of Wholesome Growth, Effective Governonce ond lntegrity" conducted by
ICPAK.

The onnuol SCAC Boord self-evoluotion wos conducted on the 23ro of July 2020,
however due to the Covid-19 pondemic it wos done virtuolly by the SCAC officiols. The
results were given of the full Boord meeting held on 5th November,2020. The Boord
scored highly os on entity ond the individuol scores were olso groded highly os
summorized below:

Toble 1.2: SCAC Boord Self- Evoluotion Results for FY 2019

I Mr. Abdi Bore Duole- Choirmon 99.0r
2 Ms. Elizobeth Komou 9r.50
3 Mr. Henry Mutwiri- Former Alternote to CS Notionol Treosury 96.68
4 Ms. Anne Lengerded 94.80
5 Mr. Stephen Korume 92.70
6 Mr. Rophoel Letimolo 93.29
7 Mr. Elios Busienei 94.7 6
8 Ms. Amino Worio 85.71
I Dr. lssock M. Noor 93.86
r0 Corporote Boord Performonce 94.15
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Boord Meetings
The Boord in complionce with the directives of the Stote Corporotions ond Advisory
Committee (SCAC) held Committee meetings of leost once in every quorter ond o full
Boord meeting. Speciol meetings were occosionolly convened to oddress urgent
motters.

These regulor meetings ensured thot the Boord wos oble to exercise its oversight role
ond continuous ossessment of performonce of the monogement ond olignment with
the strotegic objeclives. The committees of the Boord considered the ogendo in detoil
ond mode recommendotions for odoption in the full Boord meetings. The Directors
received sufficient notice os prescribed in Mwongozo ond boord popers were
provided in odvonce to enoble them review ond prepore for the meetings.

During the FY 202012021 in complionce with Ministry of Heolth Covid-19 monogement
protocol some of the meetings were held virtuolly. lt wos therefore necessory to
procure ond equip the Boord with the necessory lnformotion Communicotion
Technology (lCT) to do so. During meetings held physicolly oll the preventotive
meosures including sociol- distoncing; weoring of o mosk; regulor woshing of honds
ond sonitizotion; isolotion of symptomotic members; ond short meetings were odhered
to.

It wos olso resolved of the full Boord meeting held on 27tn Jonuory,2021 thot on Ad-
hoc Committee be estoblished to review the performonce of the Council's Directorote
of Technicol Services.

Ioble 1.3: Boord meeli held in the FY 202012021

Full Boord
Finonce ond Governonce
Audit
Humon Resource ond Risk Complionce
Technicol ond Strotegy
Adhoc Committee

6

5

4

4

4

12

4
4

4

4

4

0
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Composilion of Boord Commitlees
The Boord hos estoblished four (4) stonding committees thot ossist to dischorge its
functions. The committees' member during the yeor were os shown:

Toble I.4: Boord Commitlees members

l. Finonce ond Governonce l.Ms. Anne R. Lengerded -Choirperson
2.Mr. Johnson Mwongi -Member
3.Mr. Henry Mutwiri -Member
4.Mr. Joseph Mbogo -Member
S.Mr. Elios Busienei -Member
6.Dr lssock M. Noor -CEO/Secretory
7.Ms. Angelo N. Chege -Corp Secretory
I .Mr. Rophoel Letimolo -Choirperson
2.Mr. Elios Busienei -Member
3.Mr. Johnson Mwongi -Member
4.Mr. Henry Mutwiri -Member
5.Ms. Elizobeth Komou -Member
6.Ms. Amino Worio -Member
7.Mr. Albert Ariku -PlA/Secretory
l.Mr. Elizobeth Komou -Choirperson
2.Ms. Amino Worio -Member
3.Ms. Anne Lengerded -Member
4.Mr. Stephen Korume -Member
S.Dr lssock M. Noor -CEO/Secretory
6.Ms. Angelo N. Chege -Corp Secretory
l.Mr. Elios Busienei -Choirperson
2.Mr. Joseph Mbogo -Member
3.Mr. Rophoel Letimolo -Member
4.Mr. Stephen Korume -Member
5.Dr lssock M. Noor -CEO/Secretory
5.Ms. Angelo N. Chege -Corp Secretory

2. Audit

4. Technicol ond Strotegy

Finonciol Monogement
During the FY 2020/2021, the Boord omongst other recommendotions by its others
committees considered, omended ond opproved the Annuol Budget ond the
Procurement & Assets Disposol plon for the yeor. On the recommendotion of the
Finonce & Governonce Committee, the Boord olso considered, deliberoted, gove
directions, omendments ond opproved the quorterly finonciol stotements thot were
submitted to Notionol Treosury.

3 Humon Resource ond Risk

Complionce
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The Boord ocknowledges the need for strotegic portnerships ond encouroges the
porticipotion of the privote sector in our finonciol motrix. The pressing needs for more
finoncing ond the cleor need for tronsporency mokes engogement with ond reporting
to the government ond other stokeholders criticol. The increosing requirement for
prudent finonciol monogement hos heightened the level of interest in the Council's
opprooch to risk monogement ond ossuronce.

The Boord governs the Council consistent with the stoted business strotegy indicoted
in the Council's volues of equity, teom work, meritocrocy, occountobility ond probity
oll contributing to the commitment to tronsporency ond high-quolity governonce
system.

The Council incurred o totol expenditure of Kshs. 14.8 million in focilitoting the Boord
to ottend meetings which includes o monthly honororium of Kshs 87,000 (Gross) for the
choirmon.

Toble 1.5: The Boord gross expendilure

K$r '000' '000' '000' '000' '000' '000' '000' '000' '000'

I
Mr AbdiBore
Duole

Choirmon
1,476.7?57 400 36 54 30

2
Mrs Elizobeth

Komou

Director

500 r63.8 20 60.00 54 36 833.5

.) Mr Rophoel

Lelimolo

Direclor
780 1,092 300 r20.00 54 48 2,393.7

4
Mrs Amino
Worio

Director
440 655.2 240 60.00 54 36 1,4U.?

( Mrs Anne
Lengerded

Director
740 l,t l0 340 2,417.9r 20.00 54 54

6
Mr Elios

Buslenei

Direclor
780 1,074 340 r20.00 54 40 2,407.5

Mr Stephen

Korume

Direclor
540 782.6 260 r20.00 54 30 1,786.3

8 Mr Henry

Mutwiri
Former CS

Treosury Rep

140
54 6 1??.7

9
Mr Joseph

Mbogo
Rep, PS SDL

740 273 7.807 r20.00 54 42 1,236.5

l0 Mr lsooc
Odec

Rep. of
lnspectorote

200 54 l4
267.7

lt Mr Lowrence

Okudo
Rep. of
lnspectorole

120 53.7 r0
r83.7

t2
Mr Johnson

Mwongi
Rep, CS

Treosury
600 345.8 \20 53.7 32 l,l5l .5

lnvllees Secretoriot 304 839.22 120 62 345 1,670.1

Tobl ?57.0 6z8,,.O 6.371.6 1J07.8 960.0 61/..4 440.0 344-9 17.50?.7
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9. MANAGEMENT DISCUSSIONS AND ANALYSIS

This onnuol report coptures the overoll performonce of the Council bosed on its key
intervenlions ond performonce indicotors in line with the performonce controcl. The
report highlights the operotionol ond finonciol performonces, chollenges in relotion to
performonce monogement ond mojor risks corried out during the yeor.

A. The Council's operolionol ond finonciol performonce
The Council continues to deliver on its key mondote of undertoking leother seclor
development ond promotion of the leother volue choin. The operotions of the
Council ore bosed on the strotegic plon 2017-2022 ond the performonce controct.
Presented below ore lhe discussion ond onolysis of Council performonce for the
period under review:

i) FinonciolPerformonce
The overoll finonciol performonce of the Council wos less thon optimol compored
to previous finonciol yeor. There wos significont increose in expenditure due lo
increose in operotionolizotion of the Council os o result of plocement of the key
personnel. The Comporotive onolysis of revenue ond expenditure in the lost two
yeors ore os presented below:

2019 /20 TPCSISERVICE CHARGES.
l.0MOTHERS,

0.44M

r RECURRENT t DEVELOPMENT T TPCSI SERVICE CHARGES I OTHERS

Flgure 1.0: A grophlcol presenlollon showlng lncome lrends over lhe perlod 2019l2O
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2020/21
TPCSI SERVICE CHARGES, I.5M

I RECURRENT T DEVELOPMENT TTPCSI SERVICE CHARGES

Figure 1.1: A grophlcql presentqtlon showlng lncome lrends over lhe perlod 202012021

Revenue ond Expendilure Anolysis
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2020/2021
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Flgure 1.2: A grophlcol presenlollon showlng revenue ond expendlture lrends over lhe perlod

20171'l8lo 2O2Ol21

During the period under review, o revenue of Kshs.l63.9 million wos received ond
roised ogoinst on expenditure of Kshs. 207.1 million resulting in on operotionol deficit
of Kshs.43.l million.

ii) Operollonol Performonce
The overoll weighted oggregote performonce score for Council in FY 2020/21wos
60% which is in the ronge of good. The summory of ochievement is os presented in
the figure 3 below:
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% Achievement in FY 2020121
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Flgure 1.3: A grophicol presentollon of operotlonol performonce for FY 2020/21

It is importont to note thot there wos on increose in operotionol performonce in the
yeor under review os compored to prior yeor of 50%. This con be ottributed to the
plocement of initiol criticol stoff for service delivery. The performonce could hove
been even more if it were not the disruption coused by the emergence of Covid-
l9 which led to scoling down of octivities to curb the spreod of the pondemic. This

hos resulted in deloy in commencement of plonned octivities. This is due to the
meosures token by governments on conduct of businesses resulting in minimol
movement of people ond goods, offecting delivery services of the Council
heodquorters ond TPCSI, Thiko.

B. Council's complionce with stolutory requiremenls
During the yeor under review, the Council complied with oll its stotutory obligotions
including complionce to public procurement regulotions, remittonce of P.A.Y.E,
NHIF, NSSF, NITA ond HELB within the stipuloted deodlines. KLDC Boord commits to
implement internol control mechonisms in line with the Ethics ond Anti-Corruption
Commission Act No. 22 of 2011 ond Leodership ond lntegrity Act of 2012. The
Council does not foresee ony potentiol for contingent liobilities orising from ngn-
complionce with stotutory obligotions.

C. Key projecls ond investmenl decisions the Council is plonning/implementing
The Council plons to continue implementing its projects os per the Strotegic Plon
2017-2022. This finonciol yeor, the Council is undertoking the following projecls:
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i) Kenyo Leother Pork
The Ministry of lndustry, Trode ond Enterprise Development ond the Ministry of
Agriculture, Livestock, Fisheries & Co-operotives through the Kenyo Leother
Development Council (KLDC) ond Export Processing Zones Authority (EPZA), is

developing Kenyo's first Leother Pork of Kinonie, Mochokos County, to boost locol
production of leother ond leother products.

The Pork is situoted on o 500-ocre plot ond will consist of vorious industries ond
services to promote the growth of the leother sector in the country. The ongoing
works ore of different levels of completion os shown below: -

{ Fencing of the 500-ocre Leother lndustriol Pork complete.
{ Construction of Common Effluent Treotment Plont (l0.5MLD, 2.5MLD ond

reticulotion)-ongoing ond 547" complete.
{ Construction of industriol worehouses for tonneries ond leother goods

monufocture- ongoing ond 20% complete.

The overoll works is ol 48% complete. Meonwhile, other government Enoblers
(Roods, Power, Woter, ICT ond Security) hove been engoged to fost-trock their
contribution towords reolizotion of the pork.

ii) Koriokor Common Monufocluring Focility
The Koriokor Common Monufocturing focility houses over 200 stolls with over 6000

entrepreneurs/employees. lt is o mojor producers of leother products (footweor
ond leother goods). To improve both the quontity ond quolity of the leother
products, the Council in colloborotion with the Noirobi County Government is

upgroding the cluster through provision of both production technology ond skills

development.

The MOU between the Council ond Noirobi City County Government hove been
signed. The Monogement Advisory Committee (MAC) for smooth implementotion
of the project hos been put in ploce. The three stokeholders (i.e the Council, the
County Government ond the beneficiories) hove eoch oppointed three (3)

Members to the Committee. The focility hos been honded over to the Council ond
instollotion of the mochinery ongoing.
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iii) Upgroding of Troining ond Produclion Cenlre for Shoe lnduslry OPCSI)
TPCSI is o troining institute designed to support the development of the leother
sector through skills development ond common monufocturing focility. To ochieve
the objectives, the Centre is being equipped with both humon resource ond
mochinery. The Council hos procured modern leother monufocturing equipment
ond mochinery to enhonce copocity building ond offer common monufocturing
focilities to MSMEs. The outcome of this effort is to creote employment ond improve
micro-economic stobility for citizens. The upgrode is fully funded by the
Government.

iv) Replicolion of Common Monufocturing Model in the Counties
KLDC is mopping other monufocturing clusters with the intention of replicoting the
Common Monufocturing model in the Counties. Some of the Counties identified
for mopping include Nokuru, Molindi, Eldoret, Kisumu, Meru ond Momboso.

D. Mojor risks focing the Council ond mitigotion meosures
i) Finonciol risk - insufficient funding is hompering delivery of the set torgets. To

mitigote this, the Council will implement Resource Mobilizotion Strotegy through
oppeols to Notionol Treosury ond generote more income internolly.

ii) Lego!/Complionce Risk - The existing regulotory ond policy fromework. locks
sufficient enforcement bocking (KLDC is on o legol notice). To mitigote this, the
Council hos developed the Kenyo Leother Development Policy ond o droft KLDA
bill which ore currently of different stoges of completion.

iii) Governonce Risk - The term of choirmon ond two independent directors of the
Boord ended during the yeor. Three other independent directors' terms ore to
end in the first quorter of FY 2021/22. This sholl expose the Council to governonce
risk if re-oppointment or replocement is not done within stipuloted time. To
mitigote this, the Council hos notified the oppointing outhority.

iv) Informolion Securily Risk - The current monuol system is prone to errors,
inodvertent loss of doto ond cyber-ottock thot would odversely offect our brohd
identity ond reputotion. To mitigote this, The Council is implementing Enterprise
Resources Plon (ERP) to outomote the processes ond secure doto.

v) Covid-l9 Risk - the pondemic hos greotly impocted on the octivities of the
Council. lt hos reduced occessibility ond ovoiloble of Council focilities ond
services ond there is likely exposure of Council stoff to Covid-19. To mitigote this,
the Council scoled down its octivities ond followed meosures token by
governments on conduct of businesses to curb exposure ond spreod of the
pondemic.

vi) Reputolionol Risk - the Council brond identity is criticol ond foilure to protect this
would result in deteriorotion of our reputotion ond potentiol loss of businesses. To
mitigote this, the Council continues to reinforce its volue, policies ond processes
with its stokeholders, business porfners ond employees. The Council sholl toke
robust oction where necessory, to protect its trodemorks, brond ond reputotion.
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The Councilshollolso be committed to development of communicotion strotegy
ond stokeholder engogement progrommes.

E. Moteriol orreors ln stotulory/finonciol obligolions
During the period under review, the Council hos no ony moteriol orreors in

stotutory deductions or ony historicol pending bill.

F. The Counci!'s finonciol probity ond serious governonce issues
The Audit Committee of the Boord ond the Auditor Generol regulorly review the
Council's internolcontrolsystems to ensure occurocy of finonciolreports, efficiency
ond effectiveness of operotions ond complionce to rules ond regulotions. ln the FY

2020-2021, the Council strictly odhered to the code of ethics especiolly being
honest in oll finonciol motters including those reloting to collections ond its funding.
The oversight bodies hove not reported ony finonciol improbity or ony governonce
issues.
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I O. ENVIRONMENTAT AND SUSTAINABILTY REPORTING

The Council exists to tronsform lives through the mondote of driving the
tronsformotion of the leother volue choin in the Country from o row moteriol/semi-
processed export driven sector to o finished leother product monufocturing
industry. The strotegic objectives guide the Council to deliver on its mondote. Below
ore outline of the Council's policies ond octivities thot promote sustoinobility:

o) Sustoinobility strotegy ond profile
The Council is o stote corporotion estoblished under the Kenyo Leother
Development Council Order,2011 (Legol Notice No. 114 of 9th September, 20ll)
with its functions spelt out to drive the government's ogendo on the development
of leother industry. The Council espouses the principles reloting to public finonce,
bill of rights, notionol volues os well os principles of good governonce, to the extent
thot they opply to Public Finonciol Monogement (PFM). KLDC ploys o significont
role in promoting ond odvoncing occountobility, development, service delivery
ond equity through its octivities ond policy recommendotions. The Council wos
estoblished to provide on objective ond independent fromework for regulotion ond
focilitotion of industry growth. The Council hos monoged to sustoin its operotions
using the onnuol Exchequer ollocotions. Further, it supplements the GoK funding
with its lnternolly generoted income for services of TPCSI, Thiko ond donor support
from time to time besides prioritizing expenditure on need bosis ond in line with its
core mondote.

All over the world, overexploitotion of noturol resources required to ochieve
economic growth ond development hos hod negotive impocts on the
environment while olso cousing these resources to become scorcer ond costlier.
Commitment to develop three quorters of Kenyo's semi-orid lond qreo to support
beef ronching leods to increosed livestock products. Volue oddition of these
products impocts positively on economic ond community sociol stotus. ln Kenyo,
the meot processing plonts ore on the increose to support the meot volue choin.
The Council supports the development of hides, skins ond leother volue choin within
the country.

b) Environmenlol Performonce
Environmentol performonce of the Council is guided by the Environmentol
Monogement ond Coordinotion Act, which informed the estoblishment of Notionol
Environmentol Monogement Authority whose mondote is to support lnstitutions on
environmentol motters. The Council os o Stote Corporotion complies with this Act
ond supports NEMA in meeting its core mondote. This is seen in the woy the Council
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disposes woste os well os discouroge the use of plostic bottles in its offices ond
working leother focilities.

KLDC supports ond odvocotes for on enobling environment thot supports
industriolizotion in Kenyo. Competitive ond sustoinoble locol monufocturing colls for

odequote, relioble ond offordoble foctors of production. These ore onchored on
its sustoinoble policies to ensure thot it meets the needs of the current generotion
without jeopordizing the lives of future generotions. The council's interventions in

support to the privote sector by developing infrostructures specificolly Common
Effluent Treotment Plont of the Kenyo Leother lndustriol Pork is oimed to improve
environmentol performonce in terms of efficiency in resource utilizotion, recycling
ond reduction of pollution, woste & emissions.

c) Employee welfore
The Council hos o Humon Resource Policy ond Procedures Monuol guiding
recruitment ond selection, terms ond conditions of employment ond retention
strotegies. The monuol provides for offirmotive oction e.g oge, gender, regionol
bolonces, ethnicity ond persons living with disobilities. The Council promotes gender
ond disobility moinstreoming, ond hondles stoff grievonces in line with the
requirement of the monuol. The Council olso odheres to Article 234 (l) (g,h,i), (2)

(b), of the Constitution, Section 5 (3 o ond b) of the Employment Act 2007 ond
Section 36 (c) PSC Act 2017 guiding the hiring process.

The Council hos o Performonce Monogement Policy in ploce which detoils the
opproisol, rewords ond sonctions system. The Council olso corries out o Troining
Needs Assessment every yeor ond recommends stoff for competency
development. The Council is in complionce with Occupotionol Sofety ond Heolth
Act of 2007, OSHA. ln oddition, the Council hos o Group Personol Accident for oll
employees.

d) Morket ploce proclices
Morket ploce proctices ore types of plotforms thot promotes ond enobles
tronsoctions between multiple porties, such os o customer ond o third-porty seller.
Morket ploces generolly do not fulfil the products or services purchosed. Since
buyers crove for leother goods, most troders sell non-leother goods disguised os

leother hence the coining of words like 'reol leother' ond 'pure leother'. The

Council in its website connects buyers to leother MSMEs. The Council's website
promotes genuine leother footweor ond other leother products. While morket
ploces generolly chorge fees for enobling the tronsoction, KLDC is offering its
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website to support footweor ond leother goods monufocturers to hosten
movement of the row moteriol consumption olong the volue choin. The following
ore the efforts the Council hos put in ploce to promote morket ploce proctices:

i. Responsible compelilion proclice
Kenyo Leother Development Council procurement function hos on estoblished
system of competitive ond responsible business proctices onchored on the Kenyon
Constitution 20,l0, the Public Procurement ond Asset Disposol Act 2015 ond the
Public Procurement ond Asset Disposol Regulotions 2020. The Council mointoins o
corrupt free, opoliticol ond competitive procurement system. Towords this end, the
Council:
o Advertises for procurement opportunities through the print medio (MyGov) ond

further publishes the ovoiloble procurement opportunities in the Governments'
public procurement informotion portol; lenders.go.ke, its website;
www.kldc.go.ke ond noticeboords within the institution. Open tendering is the
preferred method of mojor procurement opportunities in the Council.

. The Council enforces the requirement on preference ond reservotion schemes
for the criticol sectors of the society by offering of leost 30% of procuremgnt
opportunities to the Youth, Women, Persons Living with Disobilities (PWDs) ond
morginolized suppliers though on open ond competitive process.

o The Enforcement of Locol Content (Buy Kenyo Build Kenyo) purchoses ensures
thot of leost 40% of oll procurement opportunities is ollocoted to locol suppliers.
This promotes competition for locol goods ond services ond thus the growth of
the locol industry.

o Prequolificotion ond registrotion of suppliers is done through open
odvertisement where oll potentiol suppliers ore given on opportunity to
porticipote. The Council ensures thot the quolified suppliers ore registered in the
vorious cotegories of suppliers. The list gives exclusive preference to the Youth,
Women, PWDs ond the morginolized groups for specific procurements to ensure
inclusivity ond equity. The prequolificotion list is published on the Council's
website for openness ond public informotion.

o To ensure thot the pricing for goods, works ond services ore within the morket
trends, the Council conducts morket surveys ond further seeks professionol
odvice from experts depending on the procurement needs.
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ii. Responsible Supply Choin ond Supplier Relolions

The Council mointoins o responsible supply choin ond supplier relotions through
vorious interventions. These include:
. The Council mokes prompt poyment to its suppliers once the goods, services

ond works hove been certified. There ore no pending invoices from previous

controcts.
o The Councilot olltimes offers controcts ond LPO(s)/LSO(s) to its suppliers to signify

controctuol obligotion between the two porties. The Council hos of no time
breoched ony of its controctuol obligotions with its suppliers.

. The Council ensures thot there is o cordiol relotionship with its suppliers through
on open customer service line during working hours ond o procurement emoil
where suppliers engoge the Council on procurement issues.

iii. Responsible morkeling ond odverlisemenl
To improve our morketing strotegy, the Council consistently obides by certoin
ethicol principles such os:

. Genuine MSMEs - The Council vets ond profiles MSMEs whose products ore
promoted in its website.

. Genuine products - Leother products uplooded in the website ore verified ond only
promoted if they ore genuine leother products.

iv. Producl slewordship
KLDC upholds ethicol stondords, employs competitive morketing ond olso
promotes the interests of consumers under the principle of economic efficiency.
Before products ore uplooded on the website, the quolity is verified ond certified
to ensure the consumers get volue for their money.
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11. REPORT OF THE BOARD OF THE COUNCIT

The Boord of the Council submits its onnuol report together with the unoudited
finonciol stotements for the yeor ended June 30,2021, which shows the stote of the
Council's offoirs.

i) Principol octivities
The principol mondote of the Council is to drive the tronsformotion of the leother
volue choin in the Country from o row moteriol/semi-processed export driven sector
to o finished leother product monufocturing industry. KLDC is therefore o key driver
of the "Big Four" Agendo under the Monufocturing Pillor. The roodmop to this
success is embedded on strotegic objectives which specificolly oddress the key
chollenges focing it. The strotegic objectives ore oligned to the Council's mondote.
While the monogement corries out the doy-to-doy octivities of the Council, the
Boord of Council is responsible for the policy direction ond evoluotion of the
octivities through the vorious committees ond Boord opprovols.

ii) Results
The results of the Council for the yeor ended June 30,2021 ore set out on poge I

iii) The Boord of Directors
The Appointment of the Boord is in occordonce to Section 4 of The Kenyo Leother
Development Council Order,2011. The members of the Boord of Council who
served during the yeor ore shown from poge vi to vii.

iv) Surplus Remission
The Council did not moke ony surplus during the FY 2020/21 ond hence no
remittonce to the Consolidoted Fund.

v) Auditors
The Auditor Generol is responsible for the stotutory oudit of the Council in
occordonce with the Section 16(2) of the Kenyo Leother Development Council
Order, 20,l 1 ond Article 229 of the Constitution of Kenyo ond the Public Audit Act
2015.

By Order of the Council Governing Boord of Directors

ck M. Noor, PhD
Chief Execulive Officer
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I2.STATEMENT OF THE DIRECTORS' RESPONSIBITITIES

Section 8l of the Public Finonce Monogement Act, 2012 ond Section 
,l3, .l4, .l5, 

16, 17

ond l8 of The Kenyo Leother Development Council Order, 2011, requires the Directors
to prepore finonciol stotements in respect of the Council, which gives o true ond foir
view of the Council of the end of the finonciol yeor ond the operoting results of the
Council for the yeor ended 30th June,2021.

The Directors' responsibilities include: -
(i) Mointoining odequote finonciol monogement orrongements ond ensuring thot

these continue to be effective throughout the reporting period;
(ii) Mointoining proper occounting records, which disclose with reosonoble occurocy

of ony time the finonciol position of the Council;
(iii) Designing, implementing ond mointoining internol controls relevont to the

preporotion ond foir presentotion of the finonciol stotements, ond ensuring thot
they ore free from moteriol misstotements, whether due to error or froud;

(iv) Sofeguording the ossets of the Council;
(v) Selecting ond opplying oppropriote occounting policies; ond
(vi) Moking occounting estimotes thot ore reosonoble in the circumstonces.

The Directors occepts responsibility for the Council's finonciol stotements, which hove
been prepored using oppropriote occounting policies supported by reosonoble ond
prudent judgements ond estimotes, in conformity with lnternotionol Public-Sector
Accounting Stondords (IPSAS), ond in the monner required by the Public Finonce
Monogement (PFM) Act, 2012 ond the Stote Corporotions Act. The Directors ore of the
opinion thot the Council's finonciol stotements give o true ond foir view of the stote of
its tronsoctions during the finonciol yeor ended June 30, 2021, ond of the finonciol
position os of thot dote. The Directors further confirm the completeness of the
occounting records mointoined, which hove been relied upon in the preporotion of the
finonciol stotements os well os the odequocy of the systems of internol finonciol control.

Nothing hos come to the ottention of the Directors to indicote thot the Council will not
remoin o going concern for of leost the next twelve months from the dote of this
stotement.

Approvol of lhe Finonciol Slotements
The Council's finonciol stotements were opproved by the Boord on l6m September 2021
ond signed on its beholf by:

D k M. Noor, PhD Mr Froncis Munywoki
Choirmon of the Boord
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR.GENERAL

E n hanc i ng Ac c ount ab i I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ootoo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON KENYA LEATHER DEVELOPMENT
COUNCIL FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financialstatements of the Kenya Leather Development
Council (KLDC) set out on pages 1 to 35, which comprise the statement of financial
position as at 30 June, 2021, and the statement of financial performance, statement of
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changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Kenya Leather Development Council as at
30 June, 2021, 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 Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

1.1 Cash Flow Statement

The statement of cash flow reflects a negative balance of Kshs.72,590,169 under cash
generated from operating activities. However, operating activities balances for
expenditure on employee costs and use of goods and services differ with those reflected
in the statement of financial performance under the two accounts, as indicated in the
following table:

Gomponents Note

Cash Flow
Statement

Amount
(Kshs.)

Statement of
Financial

Performance
Amount
(Kshs.)

Variance
(Kshs.)

Emplovee Costs 23 86,836,339 89,714,881 (2,878,5421

Goods and Services 24 70,494,047 76.471.458 6,977,411\
Total Payments 157,330,386 166,186,339 (8,855,953)

ln addition, contrary to the financial reporting guidelines issued by the Public Sector
Accounting Standards Board, the deficit balance totalling Kshs.42,450,748 reflected in
the statement of financial performance was not reconciled to the net cash flows from
operating activities deficit balance totalling Kshs.72,590,168 reflected in the statement of
cash flow.

ln view of these discrepancies, the statement of cash flow may not be fairly stated.

2. Property, Plant and Equipment

2.1 Property, Plant and Equipment

The statement of financial position reflects property, plant and equipment net book value
balance totalling Kshs.958,876,995, as further disclosed in Note 19 to the financial
statements. The following anomalies were noted in relation to the balance:

The property, plant and equipment balance includes additions to work-in-progress
balance totalling Kshs.565,592,877 which, however, differs with the ledger balance for
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the account totalling Kshs.685,071,002. The variance of Kshs.119,478,125 between the
balances reflected in the two sets of records was not explained.
As a result, the accuracy and completeness of the property, plant and equipment balance
totalling Kshs.958,876,995 could not be confirmed.

2.2 Training and Production Centre for Shoe lndustry Assets

The property, plant and equipment further includes land valued at Kshs.44,000,000 and
other assorted equipment taken over when the Training and Production Centre for the
Shoe lndustry (TPCS!) was acquired by the Council from Kenya lndustrial Research and
Development lnstitute (KlRDl). However, the handing over report did not disclose the
values of the items of equipment, some of which were bought at inception of the Centre
in 1994, or in earlier years, and were operational, and others that were obsolete and
dysfunctional.

ln addition, the handing over report indicated that TPCSI campus was located on a 0.1096
hectare (0.271 acre) plot of land in Thika Town, as per Trustee Deed made on 25
February, 1994 and certificate of title issued on 25 April, 1996. However, the title deed
had not been transferred to the Council as at 30 June, 2021.

ln view of these anomalies, the accuracy and completeness of the property, plant and
equipment balance totalling Kshs.958,876,995 and ownership by the Council of the land
on which the TPCSI is located could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kenya Leather Development Council
Management in accordance with ISSAI 130 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. There were no key audit matters to
report in the year under review.

Other Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects actual expenditure
totalling Kshs.875,359,998 against a final expenditure budget of Kshs.1 ,502,264,677
resulting to under-expenditure of Kshs.626,904,679 or 42o/o of the budget. The significant
under-absorption of funds constrained implementation of planned activities and may have
impacted negatively on delivery of goods and services to the public.

Further, the property, plant and equipment balance includes additions to furniture, fittings
and equipment totalling Kshs.1,468,824 incurred against a budgetary provision of
Kshs.500,000. Authority for the over-expenditure totalling Kshs.968,828 was not provided
for audit and as a result, the validity of the expenditure could not be confirmed.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

Delayed Construction of Effluent Treatment PIant

As reported in the previous year, in February, 2017, KLDC, in a joint venture with the
Export Processing Zone Authority (EPZA) entered into a contract with a local contractor
to build a modern common effluent treatment plant at Kenya Leather Park - Kenanie,
Machakos County at a contract sum of Kshs.2,265,324,226. Records provided for audit
indicated that a feasibility study on the plant had beforehand been procured by the EPZA
and carried out in April, 2016.

However, audit review of procurement and management of the project contract denoted
the following anomalies:

(i) Records provided for audit indicated that, work commenced on 15 March, 2017 and
was due for completion on 18 September,2018 after 540 days but the date was
revised on two occasions and eventually set for 28 June, 2021. By March , 2021,
cumulative expenditure on the project amounted to Kshs.629,827 ,310 equivalent to
27.8% of the contract price. Comparison of the work plan and targets revealed that
the works were at 48o/o level of completion.

(ii) ln June, 2017 , Management made an advance payment totalling Kshs.385,105,1 19
to the contractor and thereafter paid Kshs.90,000,000 in 2018 for Works Certificate
No.2 and Kshs.40,000,000 for Works Certificate No.3 in 2019. Although Clause
13.2.2 of the contract indicated that the value of the performance security was to be
amortized in proportion to the value of the work executed by and paid to the contractor
until full recovery, the Council paid the contractor Kshs.25,718,920 in 201912020
financial year instead of recovering the amount from the advance payment as
prescribed in Clause 13.2.2 of the contract.

(iii) Both KLDC and EPZA claim 50% stake in the project. However, the advance payment
totalling Kshs.385,105,119 made by KLDC surpassed the 50% value of the venture
costed at Kshs.226,532,435. The Council's final stake in the project has not been
clarified.

(iv) After construction work commenced, approximately 60% of the project site measuring
500 acres was flooded by rain waters. As a result, the Department of Public Works
recommended that the plant be built on the unflooded portion of the land.
Consequently, the master plan was revised to accommodate two treatment plants
and re-location and a re-design of effluent flow from the leather park to the treatment
plant. However, the agreement between the joint-venture partners and the contractor
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on the revised contract price following the agreed adjustments in the original works
had not been concluded at the time of the audit. ln the absence of complete records
on the revised works, it was not possible to confirm whether there was change in the
value of the contract and how much the completed project would cost.

ln view of the continuing delay in completion of the project, the services that it was
expected to provide to the shoe industry have not been realized. Further, failure by the
Council to recover the expenditure totalling Kshs.25,718,920 from the contractor may
result in loss of public funds.

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

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSA! 2330. The standards
require that I plan and perform the audit to obtain assurance about whether 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.

Responsibilities of Management and the Board of Directors

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 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 sustain its services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
ltlanagement is aware of the intention to terminate the Council or cease operations.

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

The Board of Directors is responsible for overseeing the Council's financial reporting
process, reviewing the effectiveness of how Management 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 Responsibil ities 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.

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
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Council to express an opinion on the financial statements

o

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

I communicate with 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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence, and where
applicable, related safeguards.

CPA CBS
AUDITOR.GENERAL

Nairobi

02 September,2022
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Kenyo Leother Development Councll
Annuol Repod t Flnonclol Stolernenls for lhe yeor ended 3Ot' June, 2021

Revenue ftom non.excho nge lro nsoctions
G.o.K Gront -Recurrent
G.o.K Gront -Development
Totol

I4.SIATEMENT OF FINANCIAI PERFORMANCE FOR THE YEAR ENDED 30JUNE 2O2I

6(o)
6(c)

15.|,530,000

10,977,949

158,200,000

10,669,836
162A07,848 1 6g,g6gg36

Sundry lncome: Services fee of TPCSI

Tolol f,evenue
7 1,546,550 1,476,660

163,954,398 170346A96

Goods ond Services
Employee Costs
Boord Expenses

Depreciot ion ond Amort izot ion
Repoirs ond Mointenonce
Finonce Cost
Operoting Expenses Reloting to Core Mondo
Totol Expenses

I
9

r0
il
12

13

14

76,471,459
89,714,89.|

17,509,719

17,264,973

2,397,517

39,379

3,018,220

52,067,514

45,451,404
13,036,500

28,821,379
1,859,124

56,349

3,949,335
206,405.146 145,140,604

Surplus/( Deficit ) before Tox
Toxolion
Surplusl(Defrclt) for the Perlod

(42,450,7491 25,205,992

(42450,7481 25,205,9?2

The notes set out on poges 6 to 30 form on integrol port of these finonciol
stotement.

The finonciolstote
of Directors by:

ments set out on poge 1 to 5 were signed on behorf of the Boord

L--- 1

k M. Noor, PhD CPA m Khollf Mr Froncls Munywoki
ChoirmonMonoger, Finonce & Accounts

ICPAK No.l3129

1

Chief Execulive Officer
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Kenyo Leother Development Council
Annuol nepod e Flnonclol Sfqfemenh for fhe yeor ended 3Ua June, 2021

I5.STATEMENT OF FINANCIAT POSITION AS AT 30 JUNE 2O2Ia
T

I

Currenl Asseh
Cosh ond Cosh Equivolents
Receiv obles from excho nge t ronsoct ions

Receivobles from non-exchon ge t ro nsoct ions

lnventories
Tolol Currenl Assets 1,240,4l,/.,9?6 1,655,576,039

t5
16

17

l8

684,899,486

628,205

548,138,817

6,8l g,3gg

1,257,949,812
5,ggg,6g4

385,105,1 1?

6,531,423

Property,Plont ond Equipment
lntongible Assets

Iolql Non - Curenl Assels

Tolol Assets

19

20

958,876,995

312,637

408,767,695
513,751

?59,189,633 409,291,446

2,19?,674,529 2,054,957,493

Trode ond Other Poyobles from exchonge tronsoctions
Refundoble Deposit from customers
Totol 97,330,152 27,491,745

21

22

1,392,000

95,938,,l52

r,002,958

26,478,787

Tolol Llobllltles

Nel Asgeh

?7,330,152 27,497,745

2,102344377 2,037,375,739

Copitol Reserve
Revenue Reserve
Revoluotion Reserve

Totol Reserves

The finonciolstotements set out
of tre tors by

k M. Noor, PhD

2,102,344,377 2,037,375,739

were signed on beholf of the Boord

I

1,879,490,664

173,971,897

48,88.|,816

1,772,071,278

216,422,644
48,881,816

A Moho Kholif
Monoger, Finonce & Accounls

ICPAK No.l3129

Mr Froncis Munywoki
ChoirmonChief Execulive Officer
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Kenyo Leolher Development Council
Annvol Repoi & Flnonclql Slolemenh lor lhe yeor ended 30m June. 2021

l6.STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2O2I

Surplus/(deficit) for the period

Tronsfers lo Revoluotion reserves

Copitol gronls received during the yeor

Prior yeors odjust ments

As ol30 June 2020

SurpluV(deficit ) for t he period

Tronsfers to Revoluolion reserves

Tronsfer of depreciotion on revoluolion

Copitol gronts received during the yeor

As ol30 June 2021

25,205,892 25,205,892

256,528,253

6,580,387

256,528,253

6,580,387

n6/ln,644 1,772p71 278 48,881116 2,037J75,738

(42,450,7 48]l 142,450,748]|

107,419,386 107,419,386

173,971,897 1,87r,410,664 48,881,816 2,102W377

Note:

o) Revenue Reserve
This represents the net worth of the Council for the period ended 30tt' June,2021
ond forms the retoined eornings.

b) Copitol reserve
This represents the net worth of the Council for the period ended 30th June ,2021
ond forms the Copitol Reserve.
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Kenyo Leother Development Council
Annuol Repott a Flnonciol Slolemenls for lhe yeor ended 30tt June,202l

Government Gronts

Sundry lncome:Services fee of TPCSI

Tohl Receipls

Boord Expenses

Repoirs ond mointenonce
Finonce Cost
Operoting Expenses Reloting to Core Mondote
Employee costs
Goods ond Services

TohlPoymenls

Net Cosh Flowsfrom Operofing Acllvilies

I7. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2I

6(d)

7

106,147,500
'r,546,550

158,200,000

1,476,660

107,694,050 159,676,660

l0
12

r3
t4
23

24

25

17 ,509,718

2,387,517

38,378
3,018,220

86,835,339

70,494,047

13,036,500

1,859,124

56,349

3,848,335

44,239,912

64,896,991

180,2U,220 127,937,101

(72,5?0,170) 31,739,559

Purchose of Property,Plont,Equipment

Purchose of lntongible Assets

NelCosh Flows Used ln lnveding Aclivilies

26

20

(618,7 57,9_9 1) *r' 
lr}rrroli,r,

(618,757,391) (90,422,6721

CopitolGronts

Nel co$ llows used ln llnoncing octvllies
6(b) 118,297,234 267,199,089

118297,2U 267,199,099

Cosh ond Cosh Equivolent of 1 July 2020

Cosh ond Cosh Equivolenl os of 30 June 2021

1,257,94?,812 1,039,434,836

684,899,486 1,257,949,812

Nole:
The Cosh flow stotement is prepored on the octuolreceipts ond poyments, hence
excludes ony occrued omount.

The finonciol stotements set ou I to 5 were signed on beholf of the Boord
of by: \

Dr k M. Noor, PhD CP med Kholif Mr Froncis Munywoki
ChoirmonMonoger, Finonce & Accounls

ICPAK No.l3129

4

Chief Executive Officer



Kenyo Leofher Developmenl Council
Annuol Reporl & Flnonclol Slolernenls for lhe yeor ended 30h June, 2021

18. STATEMENT OF COMPARISON OF BUDGET AND ACTUAT AMOUNTS FOR THE YEAR 30 JUNE

2021

Explonollon of moleriol vorlonce

o) Recurrent Copitolion - The odjustment is os o result of supplementory I budget
estimote.

b) Developmenl Copltotion - the octuol omount ollocoted wos sloshed by 50% of
Budget cut in supplementory I Budget Estimote. The odjustment is os result of
deduction of Kshs. 118,297,834 due to budget cut ond oddition cosh bolonces
brought forword of Kshs. 1,231,417,443 from previous yeors for the ongoing project
works.

c) Other lncome-wos obove the budget os the Council reqlised more income hence
fovouroble vorionce.

d) Employee Cosls- The vorionce is due to deloy in recruitment process qnd unpoid
grotuity.

e) Use of goods ond servlces - The vorionce is fovouroble due to corry over of certoin
octivities to next finonciol yeor qs o result of Covid-.l9 pondemic.

0 Operollng expenses relollng to core mqndole- The vorionce is fovouroble due to
corry over of certoin qctivities to next finonciol yeor os o result of Covid-.l9 pondemic.

5

r5r,530,m0

2f20.[2r

r 5r,530,000

2020.2021 20m.mrI
14r,530,m

msmrI
(o)Recunenl Copitotion r0,m,CI10

202SXI2r

(b)236,$5,66/ r,r3,ll9,0l0 1,349,714,677 |,349,7]|4,677Development Copiloiion

r,020,000 r,546,550 526,550 F)0lher lncome l,020,0m

526,5503nt$,e67 l,l23,l l r,0l0 l,f,I12ll,6l7 l,!fr2,1$,uIolollncome

89,/r4,BBr 2r,007,i04

I
Employee Cosls r0,0m,010

I
il0,72,585 (d)rm,722,585

9,954,CI10 8,300,CI10 r8,254,0C)0 r/,509,7r8 7U,282Boord Expenses

95,288,m8 76,471,458 18,81 6,550 F)Use of Goods & Services 48,9 r 7,082 46,370,926

21,622Finonce Cosl 50,000 r 0,000 m,000 38,378

fl350,0m 4,900,CI10 5,250,0m 3,018,220 2,231,/80Operoling Expenses Reloting to Core Mondole

5m,CI10 2,780,000 2,387,5r7 $2,4B3Repoin ond Moinlenonce 2,280,CI10

(s)Koriokor Clusier Prolecl 6,980,010 F,3m,0r0) 2,680,010 2,680,000

9,892,0m 9,892,0)0 I , I 48,824 8,743,176 h)Revililizolion of IPCSI

1,25i,338,084 685,07r,002 572,267,ffiZ il)Developmenl of Kenyo Leother Pork 2m,CI10,CI10 r,057,338,084

TohlHpenCnue 379,1{5,667 l,l23,l I ?,010 l,$il,7u,6n E75,351,?r8 626,90f,e79

(626378,r2flludtr/0dcill la tln pedod 621$l^u?



Kenyo Leother Devetopmenf Council
Annud Roporl 3 Flnoncld Stolcncnlr lorlho ycar cr/rtasu Unc,ZOZI

g) Korlokor Clusler Profect- The vorionce is fovouroble due to deloy in honding over of
the focility by Noirobi County Government.

h) Revltollzollon of TPCSI- The vorionce is fovouroble due to deloy in renovotion of the
centre os o result of BQs not reody on time.

D Kenyo leolher Pqrk- The Vorionce is becouse of unpresented works certificote by
project monoger for works done. The difference in the figure of Kshs. 119,478,125 of
octuol omount in stotement of Budget comporison ond os reported PPE is o result of
odvonce poyment for the projects which ore not certified Works.
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Kenyo Leother Developmenf Council
Annvol Report t Flnonclol Ststctnenfu for the yeor cnded 30n June, 2021

I9. NOTES TO THE FINANCIAI STATEMENTS

I. GENERAT INFORMATION

KLDC is estoblished by ond derives its outhority ond occountobility from Stote

Corporotions Act (CAP 446, Legol Notice No.l I 4 of 9th September 2011). The entity is

wholly owned by the Government of Kenyo ond domiciled in Kenyo. The entity's
principol mondote o is to drive the tronsformotion of the leother volue choin in the

Country from o row moteriol/semi-processed export driven sector to o finished leother
product monufocturing industry.

2. SIATEMENI OF COMPLIANCE AND BASIS OF PREPARATION

The Council's finonciol stotements hove been prepored bosed on historicol cost,

unless stoted otherwise. The preporotion of finonciol stotements in conformity with
lnternotionol Public-Sector Accounting Stondords (IPSAS) ollows the use of estimotes

ond ossumptions. The oreos involving o higher degree of judgement or complexity or
where ossumptions ond estimotes ore significont to the finonciol stotements, ore
disclosed under note 5 of these finonciol stotements. The finonciol stotements ore
presented in Kenyo shillings, which is the functionol ond reporting currency of the
Council. The qccounting policies hove been consistently opplied to oll the yeors

presented. The cosh flow stotement is prepored using the direct method. The finonciol
stotements ore prepored on occruol bosis in occordonce with IPSAS qnd PFM Act.

3. ADOPTION OF NEW AND REVISED STANDARDS
l. New ond omendmenls slondords ond lnlerprelolions in issue effecllve ln lhe yeor

ended 30 June 2021

Other
lmprove
ments to
IPSAS

Appllcoble: lst Jonuory 2021:
o) Amendments to IPSAS 13, to include the oppropriote references to

IPSAS on impoirment, in ploce of the current references to other
internotionol ond/or notionol occounting fromeworks.

b) IPSAS 
.l3, 

Leoses ond IPSAS 17, Property, Plont, ond Equipment.
Amendments to remove tronsitionol provisions which should hove been
deleted when IPSAS 33, First Time Adoption of Accruol Bosis

lnternotionol Public Sector Accounting Stondords (lPSASs) wos
opproved.

c) IPSAS 21, lmpoirment of Non-Cosh-Generoting Assets ond IPSAS 25,
lmpoirment of Cosh Generoting Assets. Amendments to ensure
consistency of impoirment guidonce to occount for revolued ossets in
the scope of IPSAS 17, Property, Plont, ond Equipment ond IPSAS 3,l,
lntongible Assets.

d) IPSAS 33, First-time Adoption of Accruol Bosis lnternotionol Public
Sector Accounting Stondords (lPSASs). Amendments to the
implementotion guidonce on deemed cost in IPSAS 33 to mqke it
consistent with the core principles in the Stondord.
The omendment does not hove impoct on the Council
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NOTES TO THE FINANCIAI STATEMENTS (Contlnued)

ii. New ond omendmenls slondords ond inlerprelollons ln issue but nol yel effecllve
ln lhe yeor ended 30 June 2021

IPSAS 4I:
Finonciol
lnstruments

Appllcoble: lst Jonuory 2023:
The objective of IPSAS 4l is to estoblish principles for the finonciol
reporting of finonciol ossets ond liobilities thot will present relevont ond
useful informotion to users of finonciol stotements for their ossessmenf
of the omounts, timing ond uncertointy of on entity's future cosh flows.
IPSAS 41 provides users of finonciol stotements with more useful
informotion thon IPSAS 29, by:
. Applying o single clossificotion ond meosurement model for

finonciol ossets thot considers the chorocteristics of the osset's cosh
flows ond the objective for which the osset is held;

o Applying o single forword-looking expected credit loss modelthot is

opplicoble to oll finonciol instruments subject to impoirment testing;
ond

. Applying on improved hedge occounting model thot broodens the
hedging orrongements in scope of the guidonce. The model
develops o strong link between on entity's risk monogement
strotegies ond the occounting treotment for instruments held os port
of the risk monogement strotegy.

The stondord is currently not opplicoble to the Council
IPSAS 42:
Sociol
Benefits

Applicoble: lsr Jqnuory 2023
The objective of this Stondord is to improve the relevonce, foithful
representotiveness ond comporobility of the informotion thot o
reporting entity provides in its finonciol stotements obout sociol
benefits. The informotion provided should help users of the finonciol
stotements ond generol-purpose finonciol reports ossess:

o) The noture of such sociol benefits provided by the entity;
b)The key feotures of the operotion of those sociol benefit schemes;
ond

c)The impoct of such sociol benefits provided on the entity's finonciol
performonce, finonciol position ond cosh flows.

The stondord is opplicoble to the Council ond will be odopted when it
becomes effective

Amendments
to Other
IPSAS

resulting from
IPSAS 4I,

Appllcoble: lst Jonuory 2022:
o) Amendments to IPSAS 5, to updote the guidonce reloted to the

components of borrowing costs which were inodvertently omitted
when IPSAS 4l wos issued.
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tit.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES

o) Revenue Recognition

i) Revenue ftom Non-Exchonge Trqnsocllons

Governmenl ond Donor Fundlng
The Council recognizes revenues from Government ond donors when the event
occurs ond the osset recognition criterio ore met. To the extent thot there is o
reloted condition ottoched thot would give rise to o liobility to repoy the omount,
deferred income is recognized insteod of revenue. Other non-exchonge revenues
ore recognized when it is proboble thot the future economic benefits or service
potentiol ossocioted with the osset will flow to the Council ond the foir volue of the
osset con be meosured reliobly.

The Council's policy is to recognizes opportion of development fund to be used
for project odministrotion to the stotement of finonciol performonce ond the
bolonce of Development fund to stotement of chonges in net qssets under copitol
reserve ond subsequently to stotement of finonciol position. Recurrent Revenue
ore fully recognized to the stotement of finonciol performonce.

Eorly odoplion of slondords
The Council did not exercise the choice given in the stqndord to eorly - odopt ony
new or omended stondords in yeor 202012021.

I

b) Amendments to IPSAS 30, regording illustrotive exomples on
hedging ond credit risk which were inodvertently omitted when
IPSAS 4l wos issued.

c) Amendments to IPSAS 30, to updote the guidonce for occounting
for finonciol guorontee controcts which were inodvertently
omitted when IPSAS 4l wos issued.
Amendments to IPSAS 33, to updote the guidonce on clossifying
finonciol instruments on initiol odoption of occruol bosis IPSAS

which were inodvertently omitted when IPSAS 4l wos issued.

The stondord is currently not opplicoble to the Council

Finonciol
lnstruments
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Annuol Reporl t Flnonclql Slqlernenh for lhe year ended 30h June, 2021

NOTES TO THE tINANCIAL STATEMENTS (Continued)

Tronsfers from olher governmenl entilies
Revenues from non-exchonge tronsoctions with other government entities ore
meosured of foir volue ond recognized on obtoining control of the osset (cosh,
goods, services ond property) if the tronsfer is free from conditions ond it is

proboble thot the economic benefits or service potentiol reloted to the osset will
flow to the Council ond con be meosured reliobly.

lnleresl income
lnterest income is occrued using the effective yield method. The effective yield
discounts estimoted future cosh receipts through the expected life of the finonciol
osset to thot osset's net corrying omount. The method opplies this yield to the
principol outstonding to determine interest income eoch period. Council sholl

recognise ony interest eorned on occruol bosis in the stotement of finonciol
performonce ond cosh flow stotement.

ii) Revenue from Exchonge Tronsoclions

Fees ond service chorge
The Council recognizes the revenue from rendering of services os on internolly
generoted income in stotement of finonciol performonce.

b) Budgel informollon
The originol budget for FY 2020-2021 wos recommended by Notionol Treosury on
30rn June, 2020 ond opproved by the Boord of Directors on 2$n July, 2020 ond
subsequently by the stote Deportment of Livestock on sih August, 2020.
Consequent revisions or odditionol oppropriotions were mode to the opproved
budget in occordonce with specific opprovols from the oppropriote outhorities.
The odditionol oppropriotions ore odded to the originol budget by the entity upon
receiving the respective opprovols in order to conclude the finol budget.

The Council's budget is prepored on the occruol bosis, thot is, oll plonned costs
ond income ore presented in o single stotement to determine the needs of the
Council. As o result of the odoption of the occruol bosis for budgeting purposes,

there ore no bosis, timing or differences thot would require reconciliotion between
the octuol comporoble omounts ond the omounts presented os o seporote
odditionol finonciol stotement in the stotement of comporison of budget ond
octuol omounts.

c) Toxes
Corporotion lox

The Council is exempted from the poyment of corporotion tox os stipuloted in
section 219 13) of the PFM Act regulotion 2015. However, the Council complies with
oll other stotutory obligotions like the PAYE ond withholding toxes.
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Annuol Repor, e Flnonclol Slolernenh for lhe yeor ended 3@ tuna, 2021

NOTES TO THE FINANCIAI STATEMENTS (Conlinued)

Sqles lox

Expenses ond ossets ore recognized net of the omount of soles tox, except:

i) When the soles tox incurred on o purchose of ossets or services is not
recoveroble from the toxotion outhority, in which cose, the soles tox is

recognized os port of the cost of ocquisition of the osset or os port of the
expense item, qs opplicoble

ii) When receivobles ond poyobles ore stoted with the omount of soles tox
included

The net omount of soles tox recoveroble from, or poyoble to, the toxotion outhority
is included os port of receivobles or poyobles in the stotement of finonciol position.

Council recognises expenses ond ossets of gross volue.

d) lnveslmenl property
lnvestment properties ore meosured initiolly of cost, including tronsoction costs.
The corrying omount includes the replocement cost of components of on existing
investment property of the time thot cost is incurred if the recognition criterio ore
met ond excludes the costs of doy-to-doy mointenonce of on investment
property.

lnvestment property ocquired through o non-exchonge tronsoction is meosured
of its foir volue of the dote of ocquisition. Subsequent to initiol recognition,
investment properties ore meosured using the cost model ond ore deprecioted
over o 3O-yeor period. lnvestment properties ore derecognized either when they
hove been disposed of or when the investment property is permonently withdrown
from use ond no future economic benefit or service potentiol is expected from its

disposol. The difference between the net disposol proceeds ond the corrying
omount of the osset is recognized in the surplus or deficit in the period of de-
recognition.

Tronsfers ore mode to or from investment property only when there is o chonge in

USE

e) Property, Plonl ond Equlpmenl

All Property, Plont ond Equipment ore stoted of cost less occumuloted
depreciotion ond impoirment losses. Cost includes expenditure thot is directly
ottributoble to the ocquisition of the items. When significont ports of Property, Plont
ond Equipment ore required to be reploced of intervols, the Council recognizes
such ports os individuol ossets with specific useful lives ond depreciotes them
occordingly. Likewise, when o mojor inspection is performed, its cost is

ll



Kenyo Leofher Developmenf Council
Annuol Reporl t Flnonclol Slolemenh for lhe yeor ended 30h tune, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)
recognized in the corrying omount of the Plont ond Equipment os o replocement
if the recognition criterio ore sotisfied. All other repoir ond mointenonce costs ore
recognized in surplus or deficit os incurred. Where on osset is ocquired in o non-
exchonge tronsoction for nilor nominolconsiderotion the osset is initiolly meosured
of its foir volue.

The Council odopts o stroight-line depreciotion policy os follows;

Motor Vehicles 25%
Computers 30%
Furniture, Fittings ond Equipment 12.5%
Plont ond Mochinery 33.3%
Building 2%

Free hold lond ond Copitolwork in progress ore not deprecioted. Depreciotion of
work in progress sholl commences when the ossets ore reody for their intended
use.

0 leoses

Flnonce leoses

Finonce leoses ore leoses thot tronsfer substontiolly oll the risks ond benefits
incidentol to ownership of the leosed item to the Council. Assets held under o
finonce leose ore copitolized of the commencement of the leose of the foir volue
of the leosed property or, if lower, of the present volue of the future minimum leose
poyments. The Council olso recognizes the qssocioted leose liobility of the
inception of the leose. The liobility recognized is meosured os the present volue of
the future minimum leose poyments of initiol recognition.

Subsequent to initiol recognition, leose poyments ore opportioned between
finonce chorges ond reduction of the leose liobility to ochieve o constont rote of
interest on the remoining bolonce of the liobility. Finonce chorges ore recognized
os finonce costs in surplus or deficit.

An osset held under o finonce leose is deprecioted over the useful life of the osset.
However, if there is no reosonoble certointy thot the Councilwill obtoin ownership
of the osset by the end of the leose term, the osset is deprecioted over the shorter
of the estimoted useful life of the osset ond the leose term.

Operoting leose
Operoting leoses qre leoses thot do not tronsfer substontiolly oll the risks ond
benefits incidentol to ownership of the leosed item to the Entity. Operoting leose
poyments ore recognized os on operoting expense in surplus or deficit on o
stroight-line bosis over the leose term.
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Annuol Repor, & Flnonctol Stotemenb lor lhe yeor ended 3@ June, 2021

NOTES TO THE FINANCIAI STATEMENTS (Continued)
The Council hos o six (6) yeors leoses with CPA Centre whereby we pqy rent on
quorterly bosis. The rights of ownership hove not been conveyed to the Kenyo

Leqther Development Council.

g) lntongible ossels

lntongible ossets ocquired seporotely ore initiolly recognized of cost. The cost of
intongible ossets ocquired in o non-exchonge tronsoction is their foir volue of the

dote of the exchonge. Following initiol recognition, intongible ossets ore corried ot
cost less ony occumuloted omortizotion ond occumuloted impoirment losses.

lnternolly generoted intongible ossets, excluding copitolized development costs,

ore not copitolized ond expenditure is reflected in surplus or deficit in the period in

which the expenditure is incurred. The useful life of the intongible ossets is finite ond
intongible ossets ore omortized of 25% per onnum on stroight-line bosis. The

intongible ossets recognized in the Councils books relote to occounting softwore's
ond brondings.

h) Reseorch ond Developmenl cosls
The Council expenses reseorch costs os incurred. Development costs on on
individuol project ore recognized os intongible ossets when the Council con
demonstrote:
i) The technicol feosibility of completing the osset so thot the osset will be

ovoiloble for use or sole
ii) lts intention to complete ond its obility to use or sell the osset
iii) How the osset will generote future economic benefits or service potentiol
iv) The ovoilobility of resources to complete the osset
v) The obility to meosure reliobly the expenditure during development

Following initiol recognition of on osset, the osset is corried of cost less ony
occumuloted omortizqtion ond occumuloted impoirment losses. Amortizotion of
the osset begins when development is complete ond the osset is ovoiloble for use.
It is omortized over the period of expected future benefit. During the period of
development, the osset is tested for impoirment onnuolly with ony impoirment
losses recognized immediotely in surplus or deficit.

l) Flnonclol inslrumenls

i) Finonciol ossets
lnltlol recognltlon qnd meosuremenl
Finonciol ossets within the scope of IPSAS 29 Finonciol lnstruments: Recognition ond
Meosurement ore clossified os finonciol ossets of foir volue through surplus or deficit,
loons ond receivobles, held-to-moturity investments or ovoiloble-for-sole finonciol
ossets, os oppropriote. The Council determines the clossificotion of its finonciol
ossets of initiol recognition.
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NOTES TO THE FINANCIAL STATEMENTS (Conlinued)

loons ond ]ecelvobles
Loons ond receivobles ore non-derivotive finonciol ossets with fixed or determinoble
poyments thot ore not quoted in on octive morket. After initiol meosurement, such.
finonciol qssets ore subsequently meosured of omortized cost using the effective
interest method, less impoirment. Amortized cost is colculoted by toking into
occount ony discount or premium on ocquisition ond fees or costs thot ore on
integrol port of the effective interest rote. Losses orising from impoirment ore
recognized in the surplus or deficit.

Held-lo-moturlty
Non-derivotive finonciol ossets with fixed or determinoble poyments ond fixed
moturities ore clossified os held to moturity when the Council hos the positive
intention ond obility to hold it to moturity. After initiol meosurement, held-to-moturity
investments ore meosured of omortized cost using the effective interest method,
less impoirment. Amortized cost is colculoted by toking into occount ony discount
or premium on ocquisition ond fees or costs thot ore on integrol port of the effective
interest rote. The losses orising from impoirment ore recognized in surplus or deficit.

lmpolrmenl of finonciol ossels
The Council ossesses of eoch reporting dote whether there is objective evidence
thqt o finonciol osset of the Council is impoired. A finonciol osset of the Council is

deemed to be impoired if, ond only if, there is objective evidence of impoirment os

o result of one or more events thot hos occurred ofter the initiol recognition of the
osset (on incurred 'loss event') ond thot loss event hos on impoct on the estimoted
future cosh flows of the finonciol osset or the Council of finonciol ossets thot con be
reliobly estimoted. Evidence of impoirment moy include the following indicotors:

. The debtors of the Council ore experiencing significont finonciol difficulty

. Defoult or delinquency in interest or principol poyments

. The probobility thot debtors will enter bonkruptcy or other finonciol
reorgonizotion

. Observoble doto indicotes o meosuroble decreose in estimoted future cosh
flows (e.g., chonges in orreors or economic conditions thot correlote with
defoults)

ll) Flnonciol llqbllities
lnltiql recognlllon ond meosurement
Finonciol liobilities within the scope of IPSAS 29 ore clossified os finonciol liobilities
of foir volue through surplus or deficit or loons ond borrowings, os oppropriote. The
Council determines the clossificotion of its finonciol liobilities of initiol recognition.
All finonciol liobilities ore recognized initiolly of foir volue ond, in the cose of loons
ond borrowings, plus directly ottributoble tronsoction costs.
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NOTES TO THE FINANCIAI STATEMENTS (Contlnued)

loons ond borrowlng
After initiol recognition, interest beoring loons ond borrowings ore subsequently
meosured of omortized cost using the effective interest method. Goins ond losses

ore recognized in surplus or deficit when the liobilities ore derecognized os well os

through the effective interest method omortizqtion process. Amortized cost is

colculoted by considering ony discount or premium on ocquisition ond fees or

costs thot ore on integrol port of the effective interest rote. The intongible ossets

ore omortized of 25% of the initiol cost.

f)lnvenlories
lnventory is meosured of cost upon initiol recognition. To the extent thot inventory
wos received through non-exchonge tronsoctions (for no cost or for o nominol
cost), the cost of the inventory is its foir volue of the dote of ocquisition.

Costs incurred in bringing eoch product to its present locotion ond conditions ore
occounted for, os follows:
. Row moteriols: purchose cost using the weighted overoge cost method
. Finished goods ond work in progress: cost of direct moteriols qnd lobor ond o

proportion of monufocturing overheods bosed on the normol operoting
copocity, but excluding borrowing costs

After initiol recognition, inventory is meosured of the lower of cost ond net
reolizoble volue. However, to the extent thot o closs of inventory is distributed or
deployed of no chorge or for o nominol chorge, thot closs of inventory is meosured
of the lower of cost ond current replocement cost.

Net reolizoble volue is the estimoted selling price in the ordinory course of
operotions, less the estimoted costs of completion ond the estimoted costs
necessory to moke the sole, exchonge, or distribution.

lnventories ore recognized os on expense when deployed for utilizotion or
consumption in the ordinory course of operotions of the Council.

k) Provlsions
Provisions ore recognized when the Council hos o present obligotion (legol or
constructive) os o result of o post event, it is proboble thot on outflow of resources
embodying economic benefits or service potentiol will be required to settle the
obligotion ond o relioble estimote con be mode of the omount of the obligotion.
Where the Council expects some or oll of o provision to be reimbursed, for
exomple, under on insuronce controct, the reimbursement is recognized os o
seporote osset only when the reimbursement is virtuolly certoin. The expense
reloting to ony provision is presented in the stotement of finonciol performonce
net of ony reimbursement.
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NOTES TO THE tlNANC|AI STATEMENTS (Continued)

l) Conlingent liobllities
Contingent Liobilities ore possible obligotions thot orose from post events whose
existence will be confirmed only by the occurrence or non-occurrence of one or
more uncertoin future events but is not recognized becouse:
. lt is not proboble thot on outflow of resources embodying economic benefits

will be required to settle the obligotions; or
. The omount of obligotion connot be meosured with sufficient reliobility.
The Council does not recognize o contingent liobility, but discloses detoils of ony
contingencies in the notes to the finonciol stotements, unless the possibility of on
outflow of resources embodying economic benefits or service potentiol is remote.
ln the yeor under review there were no ony contingent liobilities.

m) Contingenl ossels
The Council does not recognize o contingent osset, but discloses detoils of o
possible osset whose existence is contingent on the occurrence or non-
occurrence of one or more uncertoin future events not wholly within the control of,
the Council in the notes to the finonciol stotements. Contingent ossets ore
ossessed continuolly to ensure thot developments ore oppropriotely reflected in

the finonciol stotements. lf it hos become virtuolly certoin thot on inflow of
economic benefits or service potentiol will orise ond the osset's volue con be
meosured reliobly, the osset ond the reloted revenue ore recognized in the
finonciol stotements of the period in which the chonge occurs.

n) Noture ond purpose of reseryes
Reserves ore creoted ond mointoined in terms of specific requirements. The

Council's copitol ond revenue reserves ore mointoined for purpose of
development projects, contingent liobilities ond copitol commitments thot
become poyoble. Revoluotion Reserves ore the chonges in fixed ossets since lost
revoluotionin 2O2O.

o) Chonges in occounting pollcies ond esllmoles
The Council recognizes the effects of chonges in

retrospectively. The effects of chonges in occounting
prospectively if retrospective opplicotion is improcticol.

occounting policy
policy ore opplied

p) Employee benefils' Relirement benefil plons
Defined benefit plons ore post-employment benefit plons other thon defined-
contribution plons. The defined benefit funds ore octuoriolly volued tri-onnuolly on
the projected unit credit method bosis. Deficits identified ore recovered through
lump sum poyments or increosed future contributions on proportionol bqsis to oll
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NOTES TO THE FINANCIAt STATEMENTS (Contlnued)

porticipoting employers. The contributions ond lump sum poyments reduce the
post-employment benefit obligotion.

The Council operotes o defined contribution ond defined benefit scheme for its
employees. The defined contribution scheme is odministered by o trustee ond is

funded from contribution from both the employee ond employer ol7.57o ond l5%
of the bosic solory respectively. The contributions to fund obligotions for the
poyment of retirement benefits ore chorged ogoinst income in the yeor in which
they become poyoble.

q) Forelgn curency tronsocllons
Tronsoctions in foreign currencies ore initiolly occounted for of the ruling rote of
exchonge on the dote of the tronsoction. Trode creditors or debtors denominoted
in foreign currency ore reported of the stotement of finonciol position reporting
dqte by opplying the exchonge rote on thqt dote. Exchonge differences orising

from the settlement of creditors, or from the reporting of creditors of rotes different
from those of which they were initiolly recorded during the period, ore recognized
os income or expenses in the period in which they orise. Currently there ore no
foreign exchonge tronsoctions done.

r) Borrowlng cosls
Borrowing costs ore copitolized ogoinst quolifying ossets os port of property, plont
ond equipment. Such borrowing costs ore copitolized over the period during
which the osset is being ocquired or constructed ond borrowings hove been
incurred. Copitolizotion ceoses when construction of the osset is complete. Further

borrowing costs ore chorged to the stotement of finonciol performonce.

s) Reloted porlies
The Council regords o reloted porty os o person or on entity with the obility to exert
control individuolly or jointly, or to exercise significont influence over the Entity, or
vice verso. Members of key monogement ore regorded os reloted porties ond
comprise the Boord of directors, the CEO, divisionoldirectors, senior monogers ond
heod of vorious deportments within the Council.

t) Servlce concesslon orrongemenls
The Council onolyses oll ospects of service concession orrongements thot it enters
into in determining the oppropriote occounting treotment ond disclosure
requirements. ln porticulor, where o privote porty contributes on osset to the
orrongement, the Council recognizes thot osset when, ond only when, it controls
or regulotes the services the operotor must provide together with the osset, to
whom it must provide them, ond of whot price.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

ln the cose of ossets other fhon 'whole-of-life' ossets, it controls, through ownership,
beneficiol entitlement or otherwise - ony significont residuql interest in the osset ot
the end of the orrongement. Any ossets so recognized ore meosured of their foir
volue. To the extent thot on osset hos been recognized, the Council olso
recognizes o corresponding liobility, odjusted by o cosh considerotion poid or
received.

u) Cosh qnd cosh equivolenls
Cosh ond cosh equivolents comprise cosh on hond ond cosh of bonk, short-term
deposits on coll ond highly liquid investments with on originol moturity of three
months or less, which ore reodily convertible to known omounts of cosh ond ore
subject to insignificont risk of chonges in volue. Bonk occount bolonces include'
omounts held of the Centrol Bonk of Kenyo ond of vorious commerciol bonks ot
the end of the finonciol yeor. lt is the policy of the Council to disclose the finonciol
institutions where such omounts ore held.

v) Comporolive figures
Where necessory comporotive figures for the previous finonciol yeor hove been
omended or reconfigured to conform to the required chonges in presentotion.

w) Subsequenl evenls
There hove been no events subsequent to the finonciol yeor end with o significont
impoct on the finonciol stotements for the yeor ended June 30,2021.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preporqtion of the Council's finonciol stotements in conformity with IPSAS
requires monogement to moke judgments, estimotes ond ossumptions thot offect
the reported omounts of revenues, expenses, ossets, ond liobilities, ond the
disclosure of contingent liobilities, of the end of the reporting period. However,
uncertointy obout these ossumptions ond estimotes could result in outcomes thot
require o moteriol odjustment to the corrying omount of the osset or liobility
offected in future periods.

o) Esllmoles ond ossumplions
The key ossumptions concerning the future ond other key sources of estimotion
uncertointy of the reporting dote, thot hove o significont risk of cousing o moteriol
odjustment to the corrying omounts of ossets ond liqbilities within the next finonciol
yeor, ore described below. The Council bosed its ossumptions ond estimotes on
porometers ovoiloble when the consolidoted finonciol stotements were prepored.
However, existing circumstonces ond ossumptions obout future developments moy
chonge due to morket chonges or circumstonces orising beyond Control of the
Council. Such chonges ore reflected in the ossumptions when they occur (IPSAS
r.r40)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

b) Useful llves ond residuolvolues
The useful lives ond residuol volues of ossets ore qssessed using the following

indicotors to inform potentiol future use ond volue from disposol:

i) The condition of the osset bosed on the ossessment of experts employed by the
Council

ii) The noture of the osset, its susceptibility ond odoptobility to chonges in

technology qnd processes
iii) Avoilobility of funding to reploce the osset
iv)The noture of the processes in which the osset is deployed
v) Chonges in the morket in relotion to the osset

c) Provisions
Provisions were roised ond monogement determined on estimote bosed on the

informotion ovoiloble. Additionol disclosure of these estimotes of provisions is

included in Note 22. Provisions ore meosured of the monogement's best estimote
of the expenditure required to settle the obligotion of the reporting dote, ond ore

discounted to present volue where the effect is moteriol. The only provision

disclosed is on oudit fees, which is specific.

d) Projecl odminislrolive Expenses

The Council's policy is to opportion operoting expenses reloting to copitol project
odministrotion incurred under development vote to the stotement of finonciol
performonce ond the bolonce of development fund to stotement of chonges in

net ossets under copitol reserye. During the finonciol yeor under review on omount
of Kshs. 10,877,848 reloting to development income wos opportioned to the
stotement of finonciol performonce ond the bolonce of Kshs. 107,419,386 for

copitol expenditure tronsferred to Stotement of chonges in net ossets ond
subsequently to stotement of finonciol position. Recurrent operoting expenses ore

fully recognized to the stotement of finonciol performonce.
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Annuol Reporf & Flnonclol Slolement for lhe yeor ended 30a tune, 2021

NOTES TO THE FINANCIAt STATEMENTS (Continued)

6. GOVERNMENT GRANTS AND CAPITATION
o) RECURRENT GRANTS

lst
2nd
3rd
4th

Aug-20
Dec-20
A pr-21

Jul-21

Quorterly Copitotion
Quorterly Copitotion
Quorterly Copitotion
Quorterly Copitotion

35,632,500

35,632,500

34,882,500

45,382,500

39,550,000

39,550,000

39,550,000

39,550,000
Tolol 15I,530,000 158,200,000

b) G.O.K GRANI-DEVETOPMENT

lsl

3rd

Feb-2.|

Feb-20

Development Gronts

Development Gronts

118,297,234 50,000,000

- 217,lgg,0gg

548,172,000

200,000,000

Iohl 118,297,234 267,198,099 749,172,000

c) G.O.K GRANT - DEVETOPMENT

AdministrotionI 10,877,848 
,l0,669,835

Tolol 10,877,848 10,669,936

d) G.o.K GRANT -RECURRENT (CASHFTOW)

lst
2nd
3rd

Aug-20
Dec-20
A pr-21

Quorterly Copitotion
Quorterly Copitotion
Quorterly Copitotion

35,632,500
35,632,500
34,882,500

39,550,000
39,550,000
39,550,000

Tofiol 106,147,500 I 18,650,000

7. SUNDRY INCOME

Services fee of TPCSI

Ot her income

Sub-Iolol

1,546,550 1,037,,l50

439,500

20
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Annuol Repoil t Flnonclol Stolemenh for the yeor ended 30h June, 2021

NOTES TO THE FINANCIAt STATEMENTS (Contlnued)

8. USE OF GOODS AND SERVICES

Electricity
Woter
Telephone Expenses

Courier ond Postoge
Doily Subsist encce A llowonce
Printing ond Stotioneries
Newspoper Subscript ion

Advertisement, Aworeness & Publicity

Office Rent

Troining Expenses

Medicol lnsuronce
Hospit olity, Supplies ond Services

Controct ed Professonol Services

Purchose of coffins
Consultoncy Services
Motor Vehicle I nsuronce
Generol Office Supplies

Securit y Guord Services

Sonitory & Cleoning Services

Motor Vehicle Fuel ond Oil

Subscription & Membership fees

Audit Fees

Purchose of Uniforms

Hire of Tronsport
Foreign Trovel
Domestic Trovel
lnternet Connections
Purchose of ICT Networks
Purchose of Softwore
Corporot e Sociol Responsibilit y

ICT systems expenses
Project s odminist rot ive expenses
Tolql

694,004

150,000

2,142,867

6,283,586

1,159,097

54,388

9,000

9,450
8,121,991

9,352,208

252,300

1 ,276,615
20,433,673

747,720

9,692,409

3,073,494

3,377,221
476,746

5,993,522
1,715,484

1,890,864

443,261

I I3,760
464,000

50,000

727,814
45,207

1,876,756

23,200

7,591,420

3,684,498

161,060

544,662

14,717,446

129,720

5,896,229

4,30'.r,656

45,000

673,930

6,369,762

1,446,701

898,480

1,4.l3,51 I

130,920

464,000

at,ssg

347,802

21

76,471,458 52,067,514



Kenyo Leother Developmenl Council
Annual Repor, e Flnonclol Sldenenls forlhe yeor ended 30n June, 2021

NOTES TO THE FINANCIAI STATEMENTS (Continued)

9. EMPTOYEE COSTS

Bosic Solories

House Allowonce

Commuter Allowonce

Leove Allowonce

Ot her Remunerot ive A llowonce

Pension & NSSF Employer Contribution

Cosuol Woges

Tolol

10. BOARD EXPENSES

Choirmon's Honororio
Directors emoluments
Sitting Allowonces
Doily Subsistence, Trovelling & Accommodotion Allow
Milloge Allowonce
Troining expenses
Medicol lnsuronce
Other boord expenses
Totol

I I. DEPRECIATION AND AMORTIZATION

Refurbishment of Building
Furnilure ond Fittings
Motor Vehicle
Computer ond Printers
Office Equipment
lntongible Asset
Toiol

53,669,599

17,609,394

7,598,227

4,851,177

1,024,718

4,961,776

26,270,190

8,694,728

3,796,949

223,000

751,597

1,055,055

4,659,886

89,714,881 45A51,404

957,000 960,000
,l0,891,400

6,284,000
6,811 ,620
1 ,507,807

960,000
644,385
344,906

17,509,719 13,036,500

1 .r 85.r 00

2,161 ,151
10,870,072

2,161 ,151
10,726,469

3,108,402
6,31 9,3.l 1

6,304,932
20r,r r 3

4,032,639

201,1 r 3

22

17 264,973 29,921,379
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Kenyo Leother Developmenf Council
Annuol Repoi & Flnonclol Stqtemenh lor the yeor ended 30n June' 2021

NOTES TO THE FINANCIAL STATEMENTS (Conllnued)

I 2. REPAIRS AND MAINTENANCE

Mot or Vehicle Moint enonce
Mointenonce of office furniture & equipment
Mointenonce of Comps, Softwore ond lnt ernet
Mointenonce of plont ond Mochinery
Refurbishment of Buildings
Tolol

13. Finonce Cosls

Bonk Chonges
Totql

l4.OPERATING EXPENSES RETATING TO CORE MANDATE

Hides & Skin Quolity lmprovement Progromme
Copocity Building for Seclor Stokeholders
Promotion & Morketing
Reseorch & Development
Totrol

I5.CASH AND CASH EQUIVATENTS

Current Account
Cosh in Hond
Totol

o) Cunentoccount
Flnonclol lnslltullon
KCB Recurrent Account
KCB Development Account
KCB Deposit Account
Totol

684,899,486 1,257,949,812

1,194,712

81,597

390,126
26,700

694,382

887,582
209,461

406,640

355,44.|

2,387,517 1,859,124

38,378 56,349

38,378 56,349

67 5,400
2,342,820

2,r 48,83s

1,699,500

3,018,220 3,848,335

684,897,O14

2,472
1,257,914,727

35,085

1 ,671 ,907
587,242,890
95,982,217

s4,159,822
1 ,17 5,636,517

28,118,389

23

684,897,O14 1,257,914,727
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Kenyo Leother Developmenl Council
Annuol Repor, & Flnonclol Slolemenh for rhe year ended 30,r June, 2021

NOTES TO THE FINANCIAt STATEMENTS (Conlinued)

I6. RECEIVABTES FROM EXCHANGE TRANSACTIONS

Prepoymenh
Fuel

Mol or Vehicle I nsuronce

lnternet Connections

Office Rent

Tolol

I 7. RECEIVABTES FROM NON.EXCHANGE TRANSACTIONS

Kenyo Leother Pork Advonce Poyments

GoK Recunent Gront
Tolul

I S.INVENTORIES

Consumoble Stores

Toh!

430,879

303,1 l6
172,954

5,082,736

628205 5,ggg,6g4

502,756,317

45,382,500

385,105,1 l9

548,138,817 3g5,l05,llg

6,818,387 6,531,423

6,818,387 6,531A23

536,8.l8

91,397

24



Kenyo Leolher Developmenl Council
Annuol Repoil t Flnonclol Slolernenh lot lhe yeot ended 30h June, 2021

NOTES TO THE FINANCIAt STATEMENTS (Conlinued)

I9. PROPERTY, PTANT AND EQUIPMENT

Nole:

i). The Council conied out voluotion of its motor vehicles in the yeor 201 8/2019. ln the
current yeqr, this closs is olso fully deprecioted ond voluotion con be done once
in every three yeors in line with IPSAS l7 ond hence the NBV for FY 2018/2019 forms
the depreciotion volue for the yeor under review.

ii). The Plont ond Mochinery is olso fully deprecioted ond voluotion sholl be in the next
finonciol yeor.

iii). The odditions under copitol work in progress is net of odvonce poyment of Kshs.

119,478,125 being work not done ond cerlified.

2613$J76 {e117,011Atmddyeot.Iunel0l9 fl,000,m 3l,l66112 10,t15.09 l2ll5^571 101,0t8tr16

83,622,63649051,9r 6 8,848800 25,7r8,920Addilions

26,32r,549r08,057,543 26,32r,519 I 
r08,057,54qIronslen/odjudnents

RevoluotionGoin

31,166312 E5Ill,751 2lM37l l0l,00ll6 185,012,153 576,161.U?Aral$luneM 11,000,m 100,051,5{3

431,1d0 565,592,8ii 567,r 73,r 6rAdditions r,r 48,824

Tronslen/odjusl rnenls

RevoluollonGoin

1,113131,390Arot$lune202l fim,m 108,057,5{3 31,16{,392 86,?60,51E 21,{g5lI rfifl8ll6 7$,605130

Deprecloion or 0t30,06101 ? 28,051,110 ll,t{3tr92 r{J{3I841,821512 l$,mI6E

Depreciotion/Amul[otion fu t he yeor 2,t6t,l5l 3,r 08,402 r 0,/26,469 6,3 r9,3| 6,304,932 28,CIo,266

hpedolonorol$,06.til 2,lel,ul 31,16{,3t2 t5sl3,lE2 17,{3,1t3 l0l,0tEfie 167,393S1

Depreciol ion/A msl'zotion fu t he yeor 2,r di,r 5r r 0,870,072 4,032,638 r 7,063,861

Depndolon or ot$,06X021 1J2,S2 il,16e3fl 26,12{U{ 21,195,&31 r0r0r8trr6 181,157,315

As ol 30 lune 2020 44,m0,m r05,896,392

I I
70,25t,712

I
3,60r,r /8

I
r 85,0r 2,353 408,767,695
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Kenyo Leolher Development Councrl
Annuol Report a Flnonclol Slolemenh lor lhe yeor ended 30n June, 2021

NOTES TO THE FINANCIAt STATEMENTS (Continued)

20.INTANGIBtE ASSETS

2l.TRADE AND OTHER PAYABTES FROM EXCHANGE TRANSACTIONS

Provisions-Audit Fees

lnternet Connections
Audit Fees

Totol

22. REFUNDABTE DEPOSIT FROM CUSTOMERS

Kenyo Leother Pork

Plont ond Mochinery

lntongible Assets

Pension

Tohl

464,000

929,000

928,000

7 4,958

1,392,000 I,002,958

83,465,787

8,382,231

15,571 ,892

8,382,231

1,313,072

1,211,5924,090,,l34

Atend ofyeor - June 2O1? 119,450 I19,450
Additions 562,600 122,400 685,O00
As ol 3O June 2O2O 562,600 241,950 804,450
Additions
As ot 3O June 2021 562,600 241,850 804,450

Depreclollon qs of 3O.O6.2O19 8?,587 8?,588
Depreciotion/A mort izotion for t he yeor 140,650 60,463 201,r 13

Depreclollon qs ot 3O.06.2O2O 140,650 150,050 2?O,700
Depreciot ion/A mort izotion for t he yeor r 40,650 60,463 201,113
Depreclollon os ot 3O.06.2O21 281,300 210,512 4?1,8I3

29,863 29,862As ot 3Oth June 2019
As ot 30 June 2O2O 421,950 9 r ,800 5r3,75r
As ol3O June 2O2'l 281.300 31,339 312.637

26

95,938,152 26,478,787



Bosic Solories

House Allowonce

Commuter Allowonce
Leove Allowonce
Ot her Remunerotive A llowonce

Pension & NSSF Employer Contribution
CosuolWoges

Tolol

Kenyo Leofher Development Council
Annuol Repoil & Flaonclol Slolem enll for lhe yeor anded 30h June, 2021

NOTES TO THE FINANCIAI STATEMENTS (Contlnued)

23. EMPTOYEE COSTS (Coshflow)

25,866,333

8,694,728

3,796,948

223,000

751,597

247,320

4,659,886

86,8ii6,339 423?,812

Nole: The difference in figure of employee cost of Kshs. 2,878,542 under stotement of
finonciol performonce ond coshflow stotement is os o result of stoff pension contributions
which were deducted but not yet remitted since the Council is in the process of
identifying on umbrello scheme during the yeor under review.

52,710,085

17,609,384

7,598,227

4,851,177

1,024,718

3,042,748

27



Electricity
Woter
Telephone Expenses

Courier ond Postoge
Doily Subsist encce A llowonce
Printing ond Stotioneries
Newspoper Su bscript ion
Advertisement, Aworeness & Publicity
Office Rent
Troining Expenses
Medicol lnsuronce
Hospitolity, Supplies ond Services
Consultoncy Services
Motor Vehicle I nsuronce
Generol Office Su pplies

Securil y Guord Services
Sonitory & Cleoning Services
Motor Vehicle Fuel ond Oil
Subscription & Membership fees
Audit Fees

Purchose of Uniforms
Foreign Trovel
lnternet Connections
Corporot e Sociol Responsibilit y
ICT systems expenses
Project s odminist rot ive expenses
Releose of Retention
Tohl

Kenyo Leother Development Council
Annuol Reporl t Flnonclal Slalemenh for lhe yc,or ended 3Oa tune, 2021

NOTES TO THE FINANCIAI STATEMENTS (Continued)

24. USE OF GOODS AND SERVICES (Coshflow)

727,814
45,207'

1 ,87 6,7 56

23,200
7,591,420
3,684,498

161,060

544,662

17,232,081

129,720
4,589,703
4,30,|,655

45,000
621,453

6,369,7 62

1,446,701

898,480
1 ,118,17 6

l3o,92o'
464,000

50,000

81,538
347,802

150,000

2,142,867
6,283,586

12,663,174

70,4r4,U7 64,8?6,?81

Note: The difference in figure of use of goods ond services under stqtement of finonciol
performonce ond coshflow stotement is os o result of inclusion of Rent (Kshs 5,082,735)
due to increose in prepoyment over the period, inclusion of Audit fees provision
(Kshs.464,000), previous bolonces on printing ond stotioneries (Kshs.599.708), reduction
in fuel consumption (Kshs. -105,939), generol supplies (Kshs. 274,822) ond inclusion of
motor vehicle insuronce (Kshs 211,729) being decreose in prepoyments for the services.

1 ,159,O97
54,388

9,000
9,450

8,121,991
7,752,500

252,300
1,276,615

15,350,938
747,720

9,692,409
3,O73,494
3,377,221

265,017
6,258,344
1,715,484
1,890,864

549,200
113,760
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Annvol Report & Frnoncro, Stotern enh for lhe yeor ended 30h June. 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)

25.Cosh Generoled from operolions

Surplus for lhe yeor
Adjusled for:

Depreciotion & A mort izot ion

Contribution to provisions

Workin g Copltol odf uslrn enh
lncreose in lnventory
I ncreose in receivobles
lncreose in poyobles

Nelcosh f,ows

26.Cosh flows from lnvesting Activilies: PPE

Property Plont ond equipment : Additions

Less: Retention for the period

Tolol

(42,450,748) 25,205,892

17,264,973

464,000

1286,965)
(117,022,993)

69,459,365

(72,590,169)

685,07,|,002

( 66,31 3,61 I )

28,821,378

928,000

(1,3.l4,087)

(6,794,031)

31,739,559

(79,737,6721

618,757,391 (79,737,6721

27. Flnonciol Risk Monogement
The Council's octivities expose it to o voriety of finonciol risks including credit ond
liquidity risks. The Council's overoll risk monogement progromme focuses on
unpredictobility of chonges in the business environment ond seeks to minimise the
potentiol odverse effect of such risks on its performonce by setting occeptoble levels
of risk. The Council does not hedge ony risks ond hos in ploce policies to ensure thot
these risks ore minimised.
The Council's finonciol risk monogement objectives ond policies ore detoiled below:

l) Llquidlty risk mqnogement
Ultimqte responsibility for liquidity risk monogement rests with the Boord to the Council
who hove built on oppropriote liquidity risk monogement fromework for the
monogement of the Council's short, medium ond long-term funding ond liquidity
monogement requirements. The Council monoges liquidity risk through continuous
monitoring of forecosts ond octuol cosh flows. lnsufficient budgetory ollocotions ore
o mojor risk os liobilities will not be settled os scheduled.
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Annuol Reporl & Flnonclol Sfolemenh forlhe yeor ended 30h June,202l

NOTES TO THE FINANCIAI STATEMENTS (Continued)

At30 June 2021

Trode poyobles
Current portion of borrowings
Provisions

Deferred income
Employee benefit obligot ion

464 928 1,3?2

Tolol 464 ,28 1,3?2

At30 June 2020
Trode poyobles
Current portion of borrowings
Provisions

Deferred income
Employee benefit obligot ion

r,003 1,003

Totql 1,003 1,003

ii) Morkel risk
The boord hos put in ploce on internol oudit function to ossist it in ossessing the risk
foced by the Council on on ongoing bosis, evoluote ond test the design ond
effectiveness of its internol occounting ond operotionol controls.

Morket risk is the risk orising from chonges in morket prices, such os interest rote, equity
prices ond foreign exchonge rotes which will offect the Council's income or its
purchosing power. The objective of morket risk monogement is to monoge qnd
control morket risk exposures within occeptoble porometers, while optimising the
return. Overoll responsibility for monoging morket risk rests with the Audit ond Risk

Monogement Committee.

The Council's lnternol Audit Deportment is responsible for the development of
detoiled risk monogement policies (subject to review ond opprovol by Audit ond Risk

Monogement Committee) ond for the doy-to-doy implementotion of those policies.
There hos been no chonge to the Council's exposure to morket risks or the monner in
which it monoges ond meosures the risk.

iii) Foreign currency risk
The Council does not engoge in foreign currency tronsoctions ond therefore no
tronsoctionol currency exposures. Such exposure orises through purchoses of goods
ond services thot ore done in currencies other thon the locol currency.

iv) lnlerest rote rlsk
lnterest rote risk is the risk thot the Council's finonciol condition moy be odversely
offected os o result of chonges in interest rote levels. lts interest rote risk orises from
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Kenyo Leofher Developmenl Council
Annuol Repor, & Flnonclol Slolemenh for lhe yeor ended sOlr June, 2021

NOTES TO THE tlNANC|AI STATEMENTS (Continued)

bonk deposits. This exposes the Council to cosh flow interest rote risk. The interest rote
risk exposure orises moinly from interest rote movements on the Council's deposits.

Monogemenl of inleresl role risk - To monoge the interest rote risk, monogement hos
endeovoured to bonk with institutions thot offer fovouroble interest rotes.

Foir volue of flnonclql qssels ond liobillties

o) Flnonclol lnslruments meosured ql folr vqlue
Determinotion of foir volue ond foir volues hierorchy. IFRS 7 specifies o hierorchy of
voluotion techniques bosed on whether the inputs to those voluotion techniques ore
observoble or unobservoble. Observqble inputs reflect morket doto obtoined from
independent sources; unobservoble inputs reflect the entity's mqrket ossumptions.
These two types of inputs hove creoted the following foir volue hierorchy:

o Level I - Quoted prices (unodjusted) in octive morkets for identicol ossets or
liobilities. This level includes listed equity securities ond debt instruments on
exchonges.

o Level 2 - lnputs other thon quoted prices included within Level I thot ore
observoble for the osset or liobility, either directly (thot is, os prices) or indirectly
(thot is, derived from prices).

o Level 3 - inputs for the osset or liobility thot ore not bosed on observoble morket
doto (unobservoble inputs). This level includes equity investments ond debt
instruments with significont unobservoble components. This hierorchy requires the
use of observoble morket doto when ovoiloble. The entity considers relevont ond
observoble morket prices in its voluotions where possible.

The following toble shows on onolysis of finonciol ond non- finonciol instruments
recorded of foir volue by level of the foir volue hierorchy:

FinonciolAssets
Quot ed equity invest ment s

Non- finonciolAssets
lnvestment property
Lond & Building

Iotql
147,735,241 147 ,735,241
117,735,241 147,735,241

FinonciolAssets
Quot ed equity invest ment s

Non- finonciolAssets
lnvestment property
Lond & Building

Iolol
149,896,392 149,896,392

3l

14?,8?63?2 14?,8?6,3?2



Kenyo Leother Developmenl Council
Annuol Rapoil t Flnonclol Slolemenh for lhe year ended 30h June, 2021

NOTES TO THE FINANCIAL STATEMENTS (Contlnued)
There were no tronsfers between levels l, 2 ond 3 during the yeor.

v) Copltol Rlsk Monogemenl
The objective of the entity's copitol risk monogement is to sofeguord the Council's
obility to continue os o going concern. The entity copitol structure comprises of the

funds

Revoluotion reserve

Revenue Reserve

Copitolreserve
Iololfunds

Totolbonowings

Less:cosh ond bonk bolonces

Net debt/(excess cosh ond cosh equivolents)

Georlng

2,102814379 2,037375,78

48,881,8.l6

173,971,899

1,879,490,664

48,881,816

216,422,644

1,772,071,278

0

684,899,486

(684,899,486)

0

1,257,949,812

(1,257,949,8121

07o Vo

28. Reloted Porty Tronsoclions

o) Nolure of relqled porty relolionships
Entities ond other porties reloted to the Council include those porties who hove obility
to exercise control or exercise significont influence over its operoting ond finonciol
decisions. Reloted porties include monogement personnel, their ossociotes ond close
fomily members. The Council is reloted to:

i) The Notionol Government;
ii) The Porent Ministry: Ministry of lndustry, Trode ond Cooperotives
iii) Boord Members
iv)Export Processing Zones Authority (EPZA)

v) Noirobi City County Government (NCCG)
vi)Key Monogement

b) Reloted porty lronsfers
There were no tronsfers mode tolqnd from the top monogement stoff

c) Due from reloted porlies
There were no dues from the top monogement or from the council members during
the yeor under review.

d) Due lo reloled porlies
There were no dues to ond from ministries or other deportments during the period
under review.

32



r

Kenyo Leothq Developmenf Council
Annuol Repoil t Flnonclol Strotc manl, lot lhc ycor endcd 30tt June, 2021

NOTES TO THE FINANCIAt SIATEMENTS (Contlnued)

29. Segmenl lnformollon
The Council operotes with County Governments ond specificolly in the proximity of
Noirobi ond does hove bronch in Thiko. Hence IPSAS l8 on segment reporting is not
opplicoble

30.Contlngenl ossels ond conllngent llobllltles
At the close of business on 30th June 2021, the Council did not hove ony contingent
osset or liobility.

3l . Copltol Commllments
At the close of business on 30tn June 2021, the Council did not hove ony copitol
commitments

32. Evenls otler lhe reporllng perlod
There wos no moteriol odjusting events ofter the reporting period.

33. Ultlmote ond Holdlng Councll
The Council is o Stote Corporotion/ or o Semi- Autonomous Government Agency
under the Ministry of lndustry, Trode & Cooperotives. lts ultimote porent is the
Government of Kenyo.

34. The Reporling Currency
The finonciol stotements ore presented in Kenyo Shillings (Kshs)
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Kenyo Leother Deve,oprnent Council
Annvol Repoi & Flnonclol Stote menls lor the yeor endad fin June, 2021

APPENDIX II: PROJECTS IMPTEMENTED BY THE COUNCIT
The projects which the Council undertook during the yeor under review were fully funded
by the Government of Kenyo, through the Ministry of Agriculture, Livestock, Fisheries &
Co-operotives; Stote Deportment of Livestock.

I. PROJECT DETAITS

II. STATUS OF PROJECTS COMPTETIONS

K$r'Mllllon'

Development of Kenyo

Leol her I ndustriol Pork

I GoK 2017-Dote 4,809 No yes
II II

I

Developmenl of Kenyo

Leother lndustriol Pork 4,809 2,329 48% ll8 lr8 GoK

Iotol 4,809 2,32? ll8 118

II II I
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Kenyo Leother Devebpmenl Council
Annuol Rcporl e Frnoncro, Storrr?, cnb lor thc yeot ended W Junc, 2021

APPENDIX lll: INTER-ENTITY TRANSFERS

The trqnsfers which the Council received during the yeor under review were oll from the
NotionolTreosury, through the Ministry of Agriculture, Livestock, Fisheries & Co-operotives;
Stote Deportment of Livestock.

The ob o nts hove been communicoted t nd recon with the porent
Minis I

t
CPA omed Khollf moro
Monoger, Flnonce & Accounls
Kenyo leolher Developmenl Councll
ICPAK No. 13129

Deputy Accountonl Generol
Stote Deporlmenl of Llveslock
ICPAK No.7770

39,550,000Recurrent Gronts Sep-20 35.632,500
35,632,500 39,550,000Dec-2O

Apr-21 34,882,500 39,550,00O

Jul-21 45,382,500 39,550,000
l5t.530.ooo 158.200,OOOToiql

Development Gronts Feb-2'l 118,297 ,234 50,000,ooo
217,198,089

Toiol 118.2?7.234 267.1r8.O8?

Grqnd Toilal 26r,l,,272 425.398,O8'

37


