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MT ELqON LODGE LIMITED Reports and Financial Statements
For the y$ar ended 30 June 201 8

KEY NTI1UTY INFORMATION
I

Background Informatio n

Mt. Lodge Limited was incorporated under the Kenya Companies Act (Cap 486) in 1974.
The of Mt. Elgon Lodge are Tourism Finance Corporation (TFC, formerly Kenya
Tourist
Council

Corporation (KTDC)) and Trans-Nzoia County (formerly Kitale Municipal
Nzoia County Council). Tourism Finance Corporation is the majority shareholder in

MEL a direct controlling stake of 72.91% shares with Trans-Nzoia County shareholding of
27.09/o. rom the management perspective, Mt. Elgon Lodge is classified as a Commercial State

by virtue of being a subsidiary of TFC. The shareholders through the Directors are
for the general policy and strategic direction of the Lodge.

Activities

The activity of the Mt. Elgon Lodge Limited is ownership and operation of the lodge
y focusing on provision of accommodation and conference facility services tofacility

potential customers.

Directors

The Direptors who served the entity during the yearlperiod were as follows
I

1. Ms Edith Alusa
2. Ms Fatuma Mohammed
3. Hon. Patrick Khaemba
4. Mr.John Orumoi
5. Pauline Rwamba

Chair Person
Director - PS Ministry of Tourism
Director - Govemor Trans Nzoia County
Director
Director

Corpor{te Secretary
Tourism, Finance Corporation
Utalii Hduse, l lth Floor
P.O. Box 42013-00100
Nairobi I

Email: irifoptourismfi nanace. go.ke
I

Regbteried Office

I

Mt. Elgon Lodge Limited.
Mt. Elgdn National Park
P.O. Bo17, ENDEBESS
KENYA

ll

Headquarters
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Utalii House Building, Uhuru Highway
42013 - 00100 GP Nairobi,

C

P.O.
City
Nairobi, Kenya

Contacts

(2s4) 722471992
mtel gonlod ge@yahoo.com
mtelgonlodge@gmail.com

Bank

00200

T
E-mail

Co Bankers

Kenya
Kitale
P.O t974-30200

Auditors

Auditor
Kenya Audit Office

Towers, University Way
P.O. 30084 - 00100 GPo
Nairobi, ya

Legal Advisers

The General
State Office

Avenue
401t2
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MT LODGE LIMITED Reports and Financial Statements
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THE OF DIRECTORS

1 ALUSA

DoB: 9th December,1974

Ms. Alusa is currently a Principal
Partner at EED Advisory, a consultancy
firm based in Kenya with service
offerings in the energy and
environment space. She is a seasoned
consultant and has held Senior
Management positions at Camco
Clean Energy, NIRAS Consulting and
the Ecotourism Society of Kenya.

She holds a Master of Science Degree
n Water and Environmental

nagement from Loughborough
University (UK) and a Bachelor of Arts
Degree (Geography) from Baraton
University (Kenya). She is a Chevening
Scholar, with training in applied
environmental economics at the
lmperial College London (UK).

Ms. Alusa, who sits on several Boards
including the Environment
Committee; Kenya Alliance of
Residents Association and Ecotourism
Kenya, brings on the Board over
nineteen (19) years of experience in
Natural Resource Management,
Environmental Poliry Planning,
Environmental Assessments and
Carbon Asset Management.

MRS.)

HIRSI2.

DoB: lTthAugust 1963
Prior to joining the Ministry of Tourism as

the Principal Secretary, Mrs. Fatuma Hirsi
Mohamed was an international Civil
Servant working for the United Nations.
5he has previous experience in various
business sectors including
telecommunications, media and banking
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contributing to their corporate and
business reputation and success.

Fatuma has wide experience in strategic
implementation and governance of

ness through marketing, public
ations, communications, community

stakeholder relation building,
social responsibility and media
nt. She has also been

for the companies she

lly, she has an MBA in strategy
nd marketing, a BA (Hons) in languages
nd a postgraduate diploma in Public

ations. She is currently at the tail-end
completing a PhD in Communications

I5tudies. Fatuma has been recognized for
her leadership and honoured with a

Fellow and lifetime achievement award
from the Public Relations Society of Kenya
which she served as chairman for 5 years.
She has also been awarded by the
President of the Republic of Kenya with
an Order of Chief of the Burning Spear
(cBs).

Since joining the Ministry of Tourism in
2016, Fatuma, as the Accounting Officer,
has ensured prudent financial
management of public funds and
implementation of the Jubilee
Government's flagship projects steering
the Ministry and the tourism sector to
become the second highest foreign
exchange earner in the country with a
growth rate of about 17o/o in both arrivals
and revenue receipts.
s. Fatuma Hirsi Mohamed is multilingual
and speaks English, French, Kiswahili,
Somali and basic Arabic.

I Er t'.

\_ \]

L,



For
LODGE LIMITED Reports and Financial Statements

ended 30 June 2018

3. )N.
CK
TIAEMBA

Hon Khaemba is currently the Governor
Trans Nzoia Country and has Master's
degree in Public Management.
Former PS Ministry of Livestock
Development.
Head of bank, The African Development
Bank in Uganda

4.C

JO
RU
YAI

MOI T.
I

Mr Orumoi holds a Master of Science in
Finance and Investment (Merit) from
Queen Mary University of London, UK
and is FACCA qualified. He is a
graduate of BA (Hons) in Accounting &
Finance of the East London University,
UK

I

DI

4.

DoB:29th December 1972

Ms. Pauline Rwamba is a career
Social/Community Development Specialist.
She was appointed to the Board on 2nd

October, 2015. She is a consultant with
Polypat Consultancy Firm offerings training on
Donor Relations, Youth and Women
Empowerment, Table Banking and
Revolving Fund, Strategic Plans, Market and
Value Chains, Group Dynamics and Conflict
Resolution, Psychosocial Support, lmpact
Evaluation and Documentation, Financial
Literacy and Resource

Mobilization.

She holds a Maste/s degree in Business
Administration, Marketing Option and an
undergraduate degree in Business

Administration, Entrepreneurship option.
She joined the Board on 1't February 2018.
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EMENT TEAM

For

NA r{E PHOTO KEY
PROFESSIONAL /
ACADEMIC
QUALIFICATIONS

AREA OF
RESPONSIBILITY

l. REUBEN ARGUT

MBA (Marketing)-
Thesis waiting, Bsc.
Hospitality
Management, Dip.
Hotel Management &
Dip. Sc. Educ.

GENERAL
MANAGER

JOHN
CHEPKWOI\TY

ATC I( KATC II )
Finalist, Certificate in IT
( Egerton University)
certificate in Front
Office Cashiering
(Utalii College)

ACCOT]NTS
CLERK

WILLIKISTER
CHEPKISII

Certificate in
Supervisory Techniques
(Kitale College of Hotel
Mgt), Certificate in
Foods and Beverage
service (UTALII
COLLEGE)

F&B
SUPERVISOR
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I

,S STATEMENT

I

oOn

ln

f my fellow Board Members, the Management and myself I hereby

Financial Statements of Mt. Elgon Lodge for the Financial Year

201 8. For a number of years the performance of the hotel has been wanting.

This attributed to a number of factors under lying the downturn of the tourism

country, over the last few years, the state of the facility and the increase

of star rated facilities within Trans-Nzoia County that provided

for the hotel has highlighted the need for a strategic repositioning of the

year under review the hotel incurred a loss of Kshs. 0.66 Million against

the

Gi

of

profit of Kshs. 0.9 Million.

ofthe hotel over the last few years, the continued operation

in the current circumstances would inevitably result in accumulation of

Additionally, the status of the hotel as a going concem is in doubt and

Directors has, in response, opted to take appropriate measures in theanthe of
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year to forestall the accumulation of more losses and safeguard

the

of the shareholders.

financial year, the Board is committed to implementing strategic and

changes in the hotel that are intended to revive its operations. The

has shown a lot of goodwill and I believe this will go a long way in

hotel in making the revolutionary change required to salvage the hotel

from situation.

County has a lot of potential and this facility will spearhead opening

the and Kitale Tourism circuit and compete both domestic and

arrivals.

behalf of the Board of Directors, Management and Staff, I would like to

sincere gratitude to our customers for their patronage over the years and

look to their continued support in future.
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OT THE GENERAL MANAGER

Lodge Limited ls situated at the gate ofMt. Elgon National Park approximately
from Kitale town. The principal activity of the Lodge provide accommodation andis to
servlces to customers visiting the reglon.

of the Lodge have been rather difficult (low) owrng to the cash flow constraints
of the hotel was Kshs 5

28

,87 ,3 64 ln 20 1 7120 8 Financial an increase m1 I
last year 20 I6/20 I 7 Financial Year ofKshs. ,594,654.

Year
The challenges havingI

a
maln

impact on the Lodge performance include lack of Lodge turbishing and
and also the fact that few number of tourists visits Mt. Elgon National Park.

challenges, management with the support of the Board of Directors and the
have managed to continue ln business. Reported revenues also include Land rental

has boosted the overall income to enable the Lodge meet its short term obligations.

the shareholders, the Finance Corporation and the Board Directors forTourism of
support to the management.
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The

CO GOVERNANCE STATEMENT

Directors recognizes the importance of good corporate governance in the company's
capital formation and maximization of shareholders value. Accordingly, the Board

maintaining a high standard of corporate governance.

The

The

consists of Directors who represent the respective shareholders. The Directors possess

of expertise and experience required to direct and provide the Lodge with policy
Board holds meetings on a regular basis.

Board and management are separate and their responsibilities clearly defined as

is responsible for providing overall management and leadership to the company
duties and responsibilities include;

the Strategic Direction of the hotel and putting in place appropriate policies,
and structures for their successful implementation;

and maintaining the hotel's overall systems of planning, accounting and
controls that facilitate prudent risk management;
policy guidelines for management and ensuring competent management of

business including selection, supervision, and remuneration of Senior

the business of the hotel is conducted in compliance with relevant laws and

the hotel's performance and reporting this to the shareholders.

ensure that the Board is able to discharge its responsibilities, the management is
provide adequate and timely information to the Board which includes operational report

, Management Accounts for each quarter, proposals, reports on major issues and
for the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

OPERATIONAL AND FINANCIAL PERFORMANCE

The operations of the Lodge have been rather difficult (low) owing to the cash flow constraints.
Total rcvenue of the hotel was Kshs. 1,875,364 in201712018 Financial Year, an increase in
revenue from last year 201612017 Financial Year of Kshs. 1,594,654. The main challenges having
a direct nbgative impact on the Lodge performance include lack of Lodge furbishing and
renovation- and also the fact that few number of tourists visits Mt. Elgon National Park.

The entitj is still experiencing problems in its day to day operations due to lack of proper facilities.
The sales [n the last financial year was minimal and much below the budgeted sales. The entity
therefore recorded losses amounting to 661,061 as indicated in the statement of profit and loss, but
there is hdpe of improved sales after renovation is over.

Despite this the hotel maintained minimal of operating expenses to be able to cater for the few
guests wtio come for accommodation or casual meals.

l

The entity could not meet its expenses due to low sales. The employees' salaries remained.

CO WITH STATUTORY REQUIREMNTS

Mt Elgorf Lodge is not fully compliant with all the relevant statutory requirements. Because of
low busihess the lodge is unable to remit statutory returns like NSSF, NHIF, UNION DUES,
Catering levy, VAT etc. The lodge therefore is exposed to major worrying liabilities.

i

l

KEY PITOJECTS AND INVESTMENT DECISIONS THE ENTITY IS IMPLEMENTING

The Lo{ee is undertaking capital expenditure on refurbishment of the Lodge in this financial
year frofn extemally generated funds as per the approved budget to the tune of
Kshs.20, 000,000 to take place in the next financial year 2018/2019 of the financial year. All the
improvgments are geared towards meeting customer needs and improving the services rendered
to our clientele.

MAJOR RISKS FACING THE ENTITY
l

The codrpany's activities exposes it to a variety of financial risks, including credit risk and the
effects ofchanges in foreign currency exchange rates and interest rates. The company's overall
risk

potential adverse effects on its financial performance

xll

programme focuses on the unpredictability of the industry and seeks to

I
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Risk management is carried out by the management in collaboration with the internal audit
departrnentITFC under policies approved by the Board of Directors. The Board provides
principles fbr overall risk management.

risk

exchange risk

company does not undertake major transactions denominated in foreign currencies.
exposures to exchange rate flucfuations are minimal.

Foreign culrency transactions during the year are converted into Kenya Shillings at
rates on the transaction date. The resulting differences from conversion and

Thanslation are recognized in the Profit and Loss Statement in the period in which they arise
i
I

i

b) Ciedit risk
l

i

Cfedit risk arises from cash and cash equivalents as well as trade receivables and
balances due from related parties. The lodge observes the credit policy put in place for its
rgspective customers. The lodge because of financial constraints does not make provision
of bad debts in its books to cater for any eventualities of unpaid debts. This exposes it to
cfedit risk.

lc) Liquidity risk

!rudent liquidity risk management includes maintaining sufficient cash to meet company
fbHgations. The company does not meet this requirement because of low business by the1-"
$nhty.

ryIATERIAL ARREARS IN STATUTORY/FINANCIAL OBLIGATION
I

th"t. is an outstanding demand of Kshs.2 ,2 mpenalty charged to the Lodge by NSSF.
The demand penalty arose from non-remittance of NSSF contributions between the years
p0la to date. The lodge is in arrears of all statutory dues as mentioned earlier and may
httract more penalties and court cases.
l

I

I

IxaxCTAL PRoBITY AND SERIoUS GovERNANCE ISSUES

/there are no major financial improbity reported by internal audit, external audit or other

lnational goverrlment agencies providing oversight, neither are there serious governance
I issues among the board or member of the board and top management including conflict
I ofinterest.

a)

xlll
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SOCIAL RESPONSIBILITY STATEMENT

Lodge has complied with the corporate social responsibility as required. In the
the Lodge did not do much of corporate social responsibility due to poor

but soon it shall be accomplished as business takes off

conservation

The in its operations conserves the environment by insuring cleanness, proper disposal of
waste sewerage system.

The

of education

supports education at all levels through provision of hospitality services to those
to the park. This is done by providing meals, parking space and recreation

setTlces

The
ln

La

The

does not give this responsibility direct because of limited funds but considers doing

in its day to day management adheres to labour laws as pertains staff staff

and development

has in place the Human Resource manual that supports staff training and development.
empresses the art of staff retention and development.

w

for both the lodge and the community at large.

sanitation

has empresses the water and sanitation requirement by ensuring there is enough water

xlv
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THE DIRECTORS

The submit their report together with the audited financial statements for the year ended
June 3 7 which show the state of the Lodge's affairs.

ACTIVITIES

The activities of the Lodge are the operation of Mt. Elgon Lodge mainly providing
and conference services to customers.

2. TS

The of the entity for the year ended June 30, 2018 are set out on page ll-25

3.
The do not recommend payment of dividends.

The

The
the 229(4) (5) (6) and (7) of the Constitution of Kenya and Public Audit Act (2015) which

the Auditor

of the Board of Directors who served during the year are shown on page 2 in
with Regulation of the company's Articles of Association.

ITORS

General is responsible for the statutory audit of Mt Elgon Lodge in accordance with

Audit office - Kakamega Branch, were nominated by the Auditor general to carry
of the company for the year ended June 30, 2018 in accordance to section 23 of the
Act,2015 which empowers the Auditor General to appoint an auditor to audit on his

BY OF TIM BOARI)

P 42013 - 00100

I
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
l

Section 81,of the Public Finance Management Act, 2012 and Section l4 of the State Corporations
Act, requirb the Directors to prepare financial statements in respect of that company, which give a
true and fair view of the state of affairs of the company at the end of the financial yearlperiod and
the operatihg results of the company for the year/period. The Directors are also requir.d to 

"nsu."that the coppany keeps proper accounting records which disclose with reasonable accuracy the
financial position of the company. The Directors are also responsible for safeguarding the assets
of the *.p*y.

The Directors are responsible for the preparation and presentation of the company's financial
statementsi which give a true and fair view of the state of affairs of the company for and as at the
end of tho financial year (period) ended on June 30, 2018. This responsibility includes: (i)
maintainirlg adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which
disclose ryith reasonable accuracy at any time the financial position of the entity; (iii) designing,
implemenlting and maintaining internal controls relevant to the preparation and fair presentation
of the financial statements, and ensuring that they are free from material misstatements, whether
due to erfor or fraud; (iv) safeguarding the assets of the company; (v) selecting and applying
appropriate accounting policies; and (vi) making accounting estimates that are reasonable in the
circuurstances.

The Directors accept responsibility for the company's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with International Financial Reporting Standards QFRS), and in the manner
required by the PFM Act and the State Corporations Act. The Directors are of the opinion that the
companyls financial statements give a true and fair view of the state of company's tansactions
during the financial year ended June 30, 2018, and of the company's financial position as at that
date. The Directors further confirm the completeness of the accounting records maintained for the
companyb which have been relied upon in the preparation of the "o-p*y'. financial statements as

well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the entity will not remain a going
concem for at least the next twelve months from the date of this statement.

Approval rof the financial statements

The company's financial statements were approved by the Board on .1.I.i..1.i.t..!....... 2018 and
on its behalf by:

J

a

Director
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OFFICE OF THE AUDITOR-GENERAL

RE OF THE AUDITOR.GENERAL ON MT ELGON LODGE LIMITED FOR THE
IDED 30 JUNE 2018YEAR

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Mt Elgon Lodge Limited set
1 to 35, which comprise the statement of financial position as at 30 June

the statement of comprehensive income, statement of changes in equity,
of cash flows and comparison of budget and actual amount for the year then

ended, and a summary of significant accounting policies and other explanatory
in accordance with the provisions of Article 229 of the Constitution of Kenya

and s on 35 of the Public Audit Act, 2015. I have obtained all the information and
s which, to the best of my knowledge and belief, were necessary for the

pu of the audit

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

, the financial position of Mt Elgon Lodge Limited as at 30 June 2018, and of
its pe ce and its cash flows for the year then ended, in accordance with

I Financial Reporting Standards and comply with the Kenya Companies
Act, 15.

Basis Qualified Opinion

1 rty, Plant and Equipment

, plant and equipment reflects total cosUvaluation figure of net book value
of
val

47,977,062 of which could not be confirmed since the asset register and asset
certificate were not availed for audit verification

ln the rcumstances, it was possible to confirm accuracy of the value of property, plant
and uipment as at 30 June 2018.

2. Gash and Cash Equivatents
I

2.1 lfrconsistency in Reported Cash and Bank Balance
I

The flnancial statement for the year under review indicates that the Lodge had a

balanfe of Kshs.417,563. However, the following anomalies were noted:

(i) I fn"r" was no bank reconciliation statement for account No.1 105159779 of KCB
Bank, Kitale branch availed for audit review. No satisfactory explanation was
given as to why the Lodge did not prepare the reconciliation statements.

out on
2018,

Report of the Auclitor-(ienerul on the Financiul Stutemants

30.lunt 20 t,\

I

I

of Mt Elgon Lodge Limited for the year ended

The

Promoting Accountabilily in the Public Sector

,
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(ii) Further, it was noted that there was rampant alterations of the cash book entries,
which may be a clear indication that cash book was being tampered with to read
certain figures.

( iii)

(iv)

The cashbook was not being checked and signed by senior officers.

ln some cases, the accountant did not capture the particulars of transactions in
cashbook.

2.2 Suspense Account

lncluded in trial balance is Kshs.177,887 posted to suspense account. However, there
was no suspense account records and breakdown of the transactions relating to
suspense amount reported of which was not availed for audit verification.

Consequently, the validity, accuracy and completeness of the financial statements for
the year ended 30 June 2018 could not be confirmed.

2.3 Statement of Cashflows

The cash and cash equivalents balance is reflected as an overdraft of Kshs.1 87 ,367
in the statement of cashflows while it is recorded as Kshs.417,563 in the statement of
financial position and hence leading to an unexplained and unreconciled difference of
Kshs.604,930.
ln the circumstances, it has not been possible to confirm that the cash and cash
equivalents balance of Kshs.417,563 as at 30 June 2018 is fairly stated.

3. Trade and Other Receivables

The policy for provision of bad debts has not been disclosed in the financial statements.
This is contrary to section 21 of the lnternational Public Sector Accounting Standards
(IPSAS) 19 which requires that the basis for provision of bad debts should be disclosed.
Further, the debtors' ledger in support of the debtors' balance of Kshs.2,294,536 was
not availed for audit verification. The balance of Kshs.2,294,536 had an increase of
Kshs.468,717 from previous year Kshs.1 ,825,819 relating to staff receivables on loans
advanced to staff which is not recoverable from staff salaries. Further, staff loans and
advances registers were not availed for audit verification and the management did not
explain the measures taken to recover the long outstanding debts of over 120 days.

ln the circumstances, it was not possible to ascertain the accuracy of the staff debtor
balance of Kshs.468,717 as at 30 June 2018.

4. Trade and Other Payables

4.1 Unsupported Trade and Other Payables

The trade and other payables balance of Kshs.25 ,459,332 as at 30 June 2018 is not
supported by details of invoices, demand notices, suppliers' statement, fee notes and
delivery notes for confirmation of the authenticity of the payables. ln addition, statutory
deduction figure of Kshs.10,931,370 as analyzed below remained outstanding;

Report ofthe Auditor-General on the Financial Statements of Mt Elgon Lodge Limitedfor the year ended

2

30 June 2018



Creditor Amount (Kshs.)
VAT 4,983,866
CLT 824,841
NSSF 202,000
NHIF 413,600
PAYE 1,502,444
UNION 268,133
NSSF Penalty 2,267,717
Tourism Levy 468,769
Total 10,931,370

4.2 Unsupported Advance

The trade and other payables balance of Kshs.25,459,332 is Kshs.9,466,377 relating
to advances from Tourism Finance Corporation. However, there was no supporting
document to ascertain authenticity, terms and conditions of the advanced amount.

4.3 Outstanding Audit Fees

lncluded in the current liabilities balance of Kshs.25,459,332 is Kshs.6,624,362 for
othertpayables which in turn includes Kshs.1 ,729,891 outstanding audit fees payable
to Office of the Auditor General relating to a number of years. However, the
management has not indicated how it plans to clear the outstanding audit fee that is
long overdue. Failure to pay audit fees contravenes Section 41 of the Public Audit Act,
2015.

4.4 Unremitted of Statutory Deductions

During financial year 201712018, the management deducted a total of Kshs.469,866
with respect to VAT, catering levy and service charge as analyzed below:

Sales (Kshs.) Deductions (Kshs.)

Month
Gross

Amount
Net
Amount Vat 16% Levy 2o/o

Service
Charge

7o/o

July 47,010 37,608 6,017 752.16 2,633
Augr st 70,610 56,488 9,038 1,129.76 3,954
Sept -.mber 90,800 72,640 11,622 1,452.80 5,085
Octo )er 22,440 17,952 2,872 359.04 1,257
Nove mber 48,910 39,128 6,261 782.56 2,739
December 199,310 162,680 26,029 3,253.60 11,388
January 91,310 73,048 11,688 1,460.96 5,113

189,260 151,408 24,225 3,028.16 10,599
Marc h 1 ,155,960 924,768 147,963 18,495.36 64,734
April 88,200 70,560 11,290 1,411.20 4,939
May 280,890 224,712 35,954 4,494.24 15,730
June 60,590 48,472 7,756 969.44 3,393
Tota 2,345,290 1,879,464 300,714 37,589.28 131,562

Grand Total 469,866

neport $1 tha Auditor-General on the Financial Stutemcnt.s ofMt Elgon Lodge Limited fitr the .yaaiint ul
30 Junel ztt t x
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However, as at 30 June 2018, the management had not remitted the statutory
deductions to the relevant authorities as required.

5. Unsupported Loan Account

The non-current Liabilities balance reflects borrowing from Tourism Finance
Corporation (TFC) amounting to Kshs.3,527,222. However, no details were provided
in regards to terms and conditions of the loan and further, the loan confirmation
certificate was not availed for audit verification.

ln the circumstances, it was not possible to ascertain the validity, accuracy, existence
and authenticity of the borrowings amounting to Kshs.3,527,222 as at 30 June 2018.

6. Inaccuracies in the Expenditure ltems

The financia! statements figures differed with support schedules and ledger amounts
leading to an unexplained negative variance of Kshs.6,499,158 as detailed below;

ln addition, note 2 to the financial statements reflects Ksh.535,775 relating to cost of
sales. However, there was no breakdown of how the figure reported was computed. ln
the absence of the computations, it has not been possible to confirm as to how the
amount was arrived at.

Consequently, the validity, accuracy and completeness of the financial statements as
at 30 June 2018 could not be confirmed.

7. Staff Costs

lncluded in the administration cost of Kshs.1,323,969 is Kshs.502,996 incurred on staff
costs during the year ended 30 June 2018. However, the analysis of payroll and staff

Reportof-theAuditot-GeneralontheFinancialStatementitlfMtElglnbdg@
30 .lune 2018
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No Description

Financial
Statements

Amount
Kshs.

Schedules/Ledger
amounts

Kshs.

Variances

Kshs.
Salaries and allowances of
permanent employees

2,113,328 4,939,318 (2,825,990)

Wages of temporary
employees

109,720 1 1 ,150 98,570

Statutory deductions
(NH|F, NSSF & PAYEE)

396,351 1,382,376 (986,025)

Staff welfare and expenses 45,684 93,582 (47,898)
Communication services
and supplies

25,175 10,020 15,155

Office and General
Supplies and Services

45,119 37,436 7,683

Repairs and maintenance 46,380 58,750 (12,370)
Other operating expenses 306,419 240,168 66,251
Trade and payables 22,412,',|44 19,597,610 (2,814,534)
Total (6,499,158)



documentations revealed that the staff have never received salaries for the whole
financial period under review and there were no records like master roll availed to
enable verification of the staff who were paid as casuals and further, the statutory
deductions were not paid for the same period.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Mt. Elgon Lodge Limited in accordance with
ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance
with the ISSAI and in accordance with other ethical requirements applicable to
performing audits of financial statements in Kenya. I believe that the audit evidence I

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

Emphasis of Matter

Going Concern

The Lodge registered a loss of Kshs.661,061 for the year under review compared to
Kshs.2,983,236 posted in the year 201612017, resulting in accumulated losses of
Kshs.33,150,106. ln addition, the current liabilities balance of Kshs.25,459,332
exceeded the current assets balance of Kshs.2,775,871resulting in a negative working
capital of Kshs.22,683,436 as at 30 June 2018. The Lodge is therefore technically
insolvent and the financial statements have been prepared on a going concern basis
on assumption that it will continue to receive financial support from Government and
Tourist Finance Corporation (TFC). However, TFC, withdrew the monthly financial
support towards staff salaries and creditors with effect from May 2016.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significhnce in the audit of the financial statements. Except for the matter described in
the Basis for Qualified Opinion and Emphasis of Matter sections, I have determined
that there are no key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVE IN USE OF PUBLIC RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except,for the matter described in the Report on Lawfulness and Effective in Use of
Public Resources section of my report, I confirm that, nothing 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

1. Fgilure to Adhere to Budget

1.1 Failure to Avail Approved Budget for Financial Year 201712018

During financial year 201712018, the management of the Lodge incurred expenditure
totaling to Kshs.2,000,650 as disclosed in statement of comprehensive income.

3o June l0l8
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However, the management only availed proposed budget for the year under review
and not an approved budget.

1.2 Budget Performance

Comparative analysis of Lodge's budget revealed that the budgeted revenue collection
was Kshs.8,614,551. However, the Lodge realized revenue collection of
Kshs.1,875,364 resulting to under collection of Kshs.6,739,187 or approximately 78o/o

of the budgeted revenue for the year.

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, R]SK MANAGEMENT
AND GOVERNANCE

Gonclusion

As required by SectionT (1) (a) of the Public Audit Act, 2015, based on the procedures
performed, except for the matter described in the Conclusion on Effectiveness of
lnternal Controls section of my report, ! confirm that, nothing has come to my attention
to cause me to believe that internal controls, risk management and overall governance
were not effective.

lnformation Gommun ication Technology (lCT)

During audit verification and assessment of the lnformation Technology position of the
Lodge, the following anomalies was noted:

(i) There is no lT depatment and systems in place to manage the overal entity
documentations and improve performance.

(ii) No disaster recovery plan to enable recovery of information in case of any
disaster.

(iii) No back up and retention strategy to enable the Lodge continue with its
services in case of any eventualities.

(iv) No formally documented approved user management standards and
procedures to minimize errors.

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

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

30 June 2018
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RT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As ired by the Companies Act, 20151report based on the audit, that

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

ln my opinion, adequate accounting records have been kept by the Lodge, so
far as appears from the examination of those records;

(iii) The Lodge's statement of financial position and statement of comprehensive
income are in agreement with the accounting records; and

(iv) ln my opinion, the information given in the report of the directors is consistent
with the financial statements.

Responsibilities of Management and Those Charged with Governance

to
m

ln

Ma ent is responsible for the preparation and fair presentation of these financial
in accordance with lnternational Public Sector Accounting Standards

( al Basis) and for such internal control as management determines is necessary
en ble the preparation of financial statements that are free from material

, whether due to fraud or error

ring the financial statements, management is responsible for assessing the
Hotel ability to continue as a going concern and using the applicable basis of
accou ng unless the management either intends to liquidate the Lodge or to cease

, or have no realistic alternative but to do so
is also responsible for the submission of the financial statements to the

eral in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln to the responsibility for the preparation and presentation of the financial
ts described above, management is also responsible for ensuring that the

s, financial transactions and information reflected in the financial statements
are rn compliance with the authorities which govern them, and that public money is

in an effective manner

charged with governance are responsible for overseeing the Lodge's financial
ng process, reviewing the effectiveness of how the entity monitors compliance

with legislative and regulatory requirements, ensuring that effective processes
and

the lenvironment.

ms are in place to address key roles and responsibilities in relation to
and risk management, and ensuring the adequacy and effectiveness of

Aud neral's Responsibilities for the Audit

The a it objectives are to obtain reasonable assurance about whether the financial
ts as a whole are free from material misstatement, whether due to fraud or

error, to issue an auditor's report that includes my opinion in accordance with the
provi ons of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compl ance with Article 229(7) of the Constitution. Reasonable assurance is a high

(ii )

M
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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 review is planned and
performed to express a conclusion with limited assurance as to 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 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. The nature, timing and extent of the
compliance work is limited compared to that designed to express an opinion with
reasonable assurance on the financial statements.

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

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

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

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

a

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

Report of the Auditor-General on the Financial Statements of Mt Elgon Lodge Limited for the .year ended
30 June 2018
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a

a

o

a

a

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

Conclude on the appropriateness of the management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Lodge's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Lodge 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 Lodge to express an opinion on the financial statements

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

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

I also provide management with a statement that I have complied with relevant ethical
requireTnents regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

FCPA ard R. O. Ouko, CBS

Nairobi

07 March 2019

-l0.lLutt' l8
Auditor-General on the
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MT LODGE LTD

Financial Statements
ended 30 June 2018

OF COMPREHENSIVE
THE YEAR ENDED 30

EXPENSES

Costs

of property, plant and equipment

TING EXPENSES

PROFTT/(LOSS)

BEFORE TAXATION

EXPENSE/(CREDTT)

AFTER TAXATION

er share - basic and diluted

For

Note 2018

KShs

739,364

1.136.000

2017

KShs

807,884

786.770

L

3

r.875.364 1.s94.654

2 535,775

1.339.589

433,503

1,1 1.151

4

7

1,323,969 3,459,599

676,68L 684,7BB

2.000.650 4.144347

( 661,061) (2,983,236)

(66L,O61) (2,983,236)

( 661.061) (2. 36)

(2.6+)

6

54

share 10 10

Reports

Sales

Other

TOTAL

COST OF

GROSS

TOTAL

INCOME

Earnings

Dividend
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AssetsN

DGE LIMITED Reports and Financial Statements
the 30 June 2018

oF FINANCIAL POSITION AS AT 30 JUNE,2019

Note

and equipment

et

-Current Assets

receivables

cash balances

Assets

AND LIABILITIES

and Reserves

share capital

reserve

earnings

Reserves

t Liabilities

7 47,977,062 48,552,798

47.977.062 48.552.798

I 63,772

2,294,536

17,697

2,294,7t7

10 417,563 691

2.775.871 2.313.105

s0.7s2.933 50.865.903

11

2018

I(Shs

1,845,780

s3,070,705

(33,150,106)

21.766.379

2077

1(Shs

1,845,780

53,070,705

(32,489,04s)

22.427.440

other 9

1.2 3,527,222 2,596,370

2

lc)ffr

Liabilities 3.527.222 2.596.370

ASSE-TS

Property,

Deferred

Total

Trade

Bank

Staff

Total

Total
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Trade

Total

LIMITED Reports and Financial Statements
30 June 201 8

payables

Liabilities

AND LIABILITIES

13 25,459,332

25.459.332

25,842093

25.842.O93

so.7s2.933 50.865.903

Director

1"
\\

h.t

t

by the Board or...l.*..['tl..lt'f "*d signed on its behalf bv
The Financial were approved

Chairman

a

J

Current

TOTAL
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MT ELGO LODGE LIMITED Reports and Financial Statements
For the year 30 June 2018

F

Total

I

2t

986,23(.

661 06

7I

Ordinary
share capital

Revaluation
reserve

Fair value
adjustment
reserve

Retained
earnings

Proposed
dividends

1,84s.780 0 (29,505,809) 0At July 1,2016 53,070,705
Transfer ofexce ss depreciation 0 0 0 0 0

excess
0 0 0 0 0

Deferred tax on

depreciation

0 0
Fair value adjus
investmen8

:ment on quoted
0 0 0

0Total comprehe nslve lncome 0 0 0 (2,983,236)

Dividends paid - 2017 0 0 0 0 0

0 0 0 0 0Interim dividen ls paid -2017
0 0 0Proposed final , lividends 0 0

(32.489,045) 0At June 30,20 l7 1,845,780 53,070,705 0

1.84s.780 53.070.705 0 (32,489,045) 0At July 1,201' I

0 0 0 0 0Issue ofnew share capital

0 0 0Transfer ofexr ess depreciation 0 0

00 0 0 0
on excessDeferred tax

depreciation

0 0 0
Fair value adjr
investments

stment on quoted
0 0

(661,061) 0Total comprehensive income 0 0 0

0I - 2018 0 0 0 0Dividends pai,

00 0 0 0Interim divide - 2018

0 0 0Proposed fina dividends 0 0
0Dl8 1,845,780 53,070,705 0 (33,150,106)At June 30, 2

4
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LODGE LIMITED Reports and Financial Statements
ended 30 June 2018

TEMENT OF CASH FLOWS AS AT 30 JUNE,2018

ACTIVITIES

generated from/(used in) operations

received

paid

generated ftom/(used in) operating activities

NGACTIVITIES

of property, plant and equipment

from disposal of property, plant and equipment

cash generated from/(used in) investing activities

ACTIVITIES

from issues of new share capital

of borrowings

Paid

paid

cash generated from/(used in) financing activities

IN CASH AND CASH EQUIVALENTS

AND CASH EQUIVALENTS AT BEGINNING OF THE

of foreign exchanges rate fluctuations

AND CASH EQUIVALENTS AT END OF THE QUARTER

20 {86,4021

20L7

KShs

(1 3 10)

(t 6402) (1310)

[100,945] (s000)

10 (1 945) (s000)

18

(1a7347) (1310)

(61e)

paid

paid

Note

L4

2018

KShs

paid

5

1.6 (1 .3671 (6e1)

Net
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ELGON LODGE LIMITED Reports and Financial Statements
For the ended 30 June 2018

ST OF COMPARISON OF BUDGET AND ACTUAL

AS 2018

Exl
ofr
vaI

Var

Budget
qurte14

ActuaI
quarter 4

Budget Actual

fune - 18 fune - 18 Variance Cumulative
to date Cumulative

to date

Variance

Shs Shs Shs Shs Shs Shs

Revenue

Sales

8,61.4,55L 7,875,364 6,269,261 8,61.4,551 1,875,364 6,269,261
Other income

Total Rer 'enues
8,614,551 7,875,364 6,269,261. 8,614,551. t,875,364 6,269,261

Cost of sales
1,558,517 535,775 1,022,742 1,558,517 535,775 L,022,742

Gross pr ofit
7,056,O34 1,339,599 s,246,519 7,056,O34 1,339,589 5,246,519

Expenses

Administration costs
52,990,039 t,323,969 51,61,9,635 52,990,039 t,323,969 51,61,9,635

Selling and
distributlon costs
Deprecia tion of PPE

444,768 676,681 231,,91.3 444,768 676,681 231,91.3

Total op
expense

erating
s s3,434,807 2,047,O8S sL,387,722 s3,434,807 2,O47,OBS sL,387,722

Operatir
profit/0

lg
oss) 46,378,773 661.,061 46,1.41.,203 46,378,773

-667,067
46,1.4r,203

Finance i ncome

Finance costs

Profit/(l
taxation

oss) before
46,378,773 66L,06l 46,141,203 46,378,773 66l,06l 46,141,203

Income
expense Icredit'l

:ax

I
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after
66 ,773 66tO6t

notes (a) and (b)
and gross profit was much below set target generally because of low business due to poor facilities. The sal

in the near future after the renovations as per the management plan.

03

The

7

taxation
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MT ELpON LODGE LIMITED Reports and Financial Statements

For the frear ended 30 June 2018

suli,rrrlanv oF sIGNIFICANT ACCouNTING PoLICIES

i

GENERAL INFORMATION

I

fne Mt. Elgon Lodge Limited is situated at the gate of Mt. Elgon National Park approximately

2g kiiometls from [itul" town. The principal activity of the Lodge is to provide accommodation

and oonference services to customers visiting the region.

l

Foi Kenyan Companies Act reporting purposes, the balance sheet is represented by the

stalemeni of financial position and the profit and loss account by the statement of profit or loss

and other comprehensive income in these financial statements

sCarnvrENT OF COMPLIANCE AND BASIS OF PREPARATIoN
I

Thp financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and equipment,

mdrketable securities and financial instruments at fair value, impaired assets at their estimated

reJoverable amounts and actuarially determined liabilities at their present value. The

pr€paration of financial statements in conformity with lnternational Financial Reporting
^Stura*ar (IFRS) allows the use of estimates and assumptions. It also requires management to

exbrcise judgement in the process of applying the entity's accounting policies. The areas

inlolving a frlgher degree ofjudgement or complexity, or where assumptions and estimates are

sienificant to the financial statements, are disclosed in pages 14 to 19.
T

T{,e financial statements have been prepared and presented in Kenya Shillings, which is the

fuirctional and reporting currency of the entity.

financial statements have been prepared in accordance with the PFM Act, the State

Act, and Intemational Financial Reporting Standards (IFRS). The accounting

policies adopted have been consistently applied to all the years presented.

I

2. n[ppIIcaTIoN oF NEw AND REVISED INTERNATIONAL FINANCIAL

REPORTING STANDARDS (IFRS)

I

ij R.l.ruot new standards and amendments to published standards effective for the year

ended 30 June 2018

AmendmenUlnterPretation
to a standard

Effective date Impact (State the impact of the standard if relevanl

to the entity)

IFRS 9: Financial
Instruments
(Issued 24 July 2014)

Effective for
annual periods
beginning on

or after I
January 2018

Finalized version of IFRS 9 which contains

accounting requirements for financial instruments,

replacing IAS 39 Financial Instruments:

Recognition and Measurement.

8
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ON LODGE LIMITED Reports and Financial Statements
ended 30 June 2018

Amend ment/Interpretation
to a standard

Effective date Impact (State the inrpact of tlrc standord if relevant

to the entity)

Classification and measurement.
Financial assets are classified by reference
to the business model within which they are
held and their contractual cash flow
characteristics. The 2014 version of IFRS 9
introduces a 'fair value through other
comprehensive income' category for certain
debt instruments. Financial liabilities are
classified in a similar manner to under IAS
39, however there are differences in the
requirements applying to the measurement
of an entity's own credit risk.
Impairment. The 2014 version of IFRS 9
introduces an 'expected credit loss' model
for the measurement of the impairment of
financial assets, so it is no longer necessary
for a credit event to have occurred before a
credit loss is recognised
Hedge accounting. Introduces a new hedge
accounting model that is designed to be
more closely aligned with how entities
undertake risk management activities when
hedging financial and non-financial risk
exposures
Derecognition. The requirements for the
derecognition of financial assets and
liabilities are carried forward from IAS 39

(State the impacl of the standard if relevant to the
entity)

a

a

a

lrns t5: Revenue from

pontracts with Customers

(lssued 28 May 2014)

I

Applicable to
an entity's first
annual IFRS
financial
statements for
a period
beginning on
or after I
January 2018

IFRS l5 provides a single, principles based five-step
modelto be applied to all contracts with customers.

The five steps in the modelare as follows:

. Identi& the contract with the customer

. Identifu the performance obligations in the
contract

. Determine the transaction price

. Allocate the transaction price to the
performance obligations in the contracts

. Recognise revenue when (or as) the entity
satisfi es a performance obligation.

Guidance is provided on topics such as the point in
which revenue is recognised, accounting for variable
consideration, costs of fulfilline and obtaining a

9
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MT ELGON DGE LIMITED Reports and Financial Statements
For the year 30 June 2018

Ameqd ment/Interpretation
to e siandard

Effective date Impact (State the intpctct of the standard if relevant

to the entity)

contract and various related matters. New
disclosures about revenue are also introduced.

(State tlrc inrpoct of the stanclard if relevant to lhe
entity)

IFRIC 22: F oreign Currency
Tran$actions and Advance
Condideration

l

(Issied 8 December 2016)

Applicable to
annual
reporting
periods
beginning on
or after I
January 2018

The interpretation addresses foreign currency
transactions or parts of transactions where:

there is consideration that is denominated or
priced in a foreign currency;
the entity recognizes a prepayment asset or
a deferred income liability in respect of that
consideration, in advance of the recognition
of the related asset, expense or income; and
The prepayment asset or deferred income
liability is non-monetary.

The Interpretations Committee came to the
following conclusion:

The date ofthe transaction, for the purpose
of determining the exchange rate, is the date
of initial recognition of the non-monetary
prepayment asset or deferred income
liability.
If there are multiple payments or receipts in
advance, a date oftransaction is established
for each payment or receipt.

(Stale the impacl of the standard iJ'relevattt to the
entity)

a

a

a

a

a

RTcognition of Deferred Tm
A$sets for Unrealised Losses

Qmendments to IAS t2)

19 January 2016)

Effective for
annual periods
beginning on
or after I
January 2017

Amends IAS 12 Income Taxes to clariff the
following aspects:

Unrealised losses on debt instruments
measured at fair value and measured at cost
for tax purposes give rise to a deductible
temporary difference regardless of whether
the debt instrument's holder expects to
recover the carrying amount of the debt
instrument by sale or by use.

The carrying amount of an asset does not
limit the estimation of probable future
taxable profits.
Estimates for future taxable profits exclude
tax deductions resulting from the reversal of
deductible temporary differences.

a

a

a

l0



t ON LODGE LIMITED Reports and Financial Statements
ended 30 June 2018

Amend ment/Interp retation
to a standard

Effective date Impact (State the inrycrct of the standard if re.le.,-ant

to the entity)

An entity assesses a deferred tax asset in
combination with other deferred tax assets.
Where tax law restricts the utilisation of tax
losses, an entity would assess a deferred tax
asset in combination with other deferred tax
assets of the same type.

(State the imltuct of the stundard if relevunt to the
entity)

a

Disclosure Initiative
(Amendments to IAS 7)

(Issued 29 January 2016)

Effective for
annual periods
beginning on
or after I

lanuary 2017

Amends tAS 7 Statement of Cash Flows to clariff
that entities shall provide disclosures that enable
users of financial statements to evaluate changes in
I iabil ities arising from fi nancing activities.
(State the inqtact of the stonclard if reletttrnt to the

entity)

Clarifications to IFRS l5
' Rev enue fr om C ontr ac ts
with Customers'
(Issued 12 April 2016)

Effective for
annual periods
beginning on
or after I
January 201 8

Amends IFRS 15 Revenue from Contracts
with Customers to clariff three aspects of the
standard (identifring performance obligations,
principal versus agent considerations, and licensing)
and to provide some transition relief for modified
contracts and completed contracts.

(State the impact o.f the stundard if relevant
t0 the entit,v)

Classification and
Me asur ement of S har e -b as e d
Payment Transactions
(Amendments to IFRS 2)
(Issued 20 June 2016)

Effective for
annual periods
beginning on
or after I
January 201 8

Amends IFRS 2 Share-based Payment to
clarifr the standard in relation to the accounting for
cash-settled share-based payment transactions that
include a performance condition, the classification
of share-based payment transactions with net
settlement features, and the accounting for
modifications of share-based payment transactions
from cash-settled to equity-settled.

(Stette the intperct of the stctndarcl d relavunt
lo llrc entitl,)

iApplying IFRS 9 'Financial

llnsnr*rnts' with IFRS 4
l'Insurance C ontracls'

l{A*rnd*rnts to IFRS 4)

l(Issued l2 September 2016)

I

Overlay
approach to be
applied when
IFRS 9 is first
applied.
Deferral
approach
effective for
annual periods
beginning on
or after I

Amends IFRS 4 Insurance Contracts
provide two options for entities that issue insurance
contracts within the scope of IFRS 4:

an option that permits entities to reclassiff,
from profit or loss to other comprehensive
income, some of the income or expenses
arising from designated financial assets; this
is the so-called overlay approach;
an optional temporary exemption from
applying IFRS 9 for entities whose

a

a

ll

MT
For the



MT ELGON E LIMITED Reports and Financial Statements
For the year 30 June 2018

AmenSment/Interp
to e slandard

retation Effective date Impact (State. the inrpact of the stondard if relevanl

to the entity)

January 20 I 8

and only
available for
three years
after that date

predominant activity is issuing contracts
within the scope of IFRS 4; this is the so-
called deferral approach.

The application of both approaches is optional and
an entity is permitted to stop applying them before
the new insurance contracts standard is applied.

(Stote the imltcrct oJ'tlrc stanclard if relevant to the
entitl)

of Investment
(Amendments to

8 December 2016)

Transfers
Property
rAS 40)
(Issued

Effective for
annual periods
beginning on
or after I
January 201 8

The amendments to IAS 40 Investment
Property:

(Slate the impacl of the standord if relevartt lo the
entily)

a

a

Alnual Improvemenls to
[f1ff.$ Standards 2 0 I 4-2 0 I 6
Cllcle
(I\sued S December 2016)

I

The
amendments to
IFRS I and
IAS 28 are
effective for
annual periods
beginning on
or after I

January 201 8,

the
amendment to
IFRS 12 for
annual periods
beginning on
or after I
lanuary 2017

Makes amendments to the following
standards:

IFRS I - Deletes the short-term exemptions
in paragraphs E3-E7 of IFRS 1, because
they have now served their intended purpose
IFRS 12 - Clarifies the scope of the standard
by speciffing that the disclosure
requirements in the standard, except for
those in paragraphs 810-816, apply to an
entity's interests listed in paragraph 5 that
are classified as held for sale, as held for
distribution or as discontinued operations in
accordance with IFRS 5 Non-current Assets
Heldfor Sale and Discontinued Operations
IAS 28 - Clarifies that the election to
measure at fair value through profit or loss
an investment in an associate or a ioint

a

t2

Amends paragraph 57 to state that an entity
shall transfer a property to, or from,
investment property when, and only when,
there is evidence of a change in use. A
change of use occurs if property meets, or
ceases to meet, the definition of investment
property. A change in management's
intentions for the use of a properly by itself
does not constitute evidence ofa change in
use.

The list of examples of evidence in
paragraph 57(a) - (d) is now presented as a
non-exhaustive list of examples instead of
the previous exhaustive list.

a

a



V.

l

For
LODGE LIMITED Reports and Financial Statements

ended 30 June 2018

amended standards and interpretations in issue but not yet effective in the
30 June 2018

l-
A.n

{"

rend ment/Interp retation
r standard

Effective date Impact (State the intpact of tlrc standard if relevant
to the entity)

venture that is held by an entity that is a
venture capital organisation, or other
qualifying entity, is available for each
investment in an associate or joint venture
on an investment-by-investment basis, upon
initial recognition.

(State the impuct of the standurd if relevunt to the
entity)

l3
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f.mendmentfl nterpretation

{o a standard
Effective date Impact (State the impact of'the stancltrd if relevant

to the entity)
Ipns lo: Leases

[*rurd 13 January 2016)
I

I

Applicable to
annual reporting
periods
beginning on or
after 1 January
2019

IFRS 16 specifies how an IFRS reporter will
recognise, measure, present and disclose leases. The
standard provides a single lessee accounting model,
requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or
less or the underlying asset has a low value. Lessors
continue to classifu leases as operating or finance,
with IFRS l6's approach to lessor accounting
substantially unchanged from its predecessor, IAS
17.
(Sttrte the inryuct of lhe stttndard if relevcrnl lo the
entity)

I,rns tz tnsurance
Contracts

18 May 2017)(!ssued

i

Applicable to
annual reporting
periods
beginning on or
after I January
2021

IFRS 17 requires insurance liabilities to be measured
at a current fulfillment value and provides a more
uniform measurement and presentation approach for
all insurance contracts. These requirements are
designed to achieve the goal of a consistent,
principle-based accounting for insurance contracts.
IFRS 17 supersedes IFRS 4 Insurance Contracts as

of I January 2021.
(State the inryuct of the. stttndard if relevcrnt to the
enlity-)

tfruC 23: (Jncertainty over

lncome Tax Treatments

(ssued 7 June 2017)

I

I

Applicable to
annual reporting
periods
beginning on or
after I January
20t9

The interpretation addresses the determination of
taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates, when there is
uncertainty over income tax treatments under IAS
12. It specifically considers:

Whether tax treatments should be
considered collectively
Assumptions for taxation authorities'
examinations
The determination of taxable profit (tax
loss), tax bases, unused tax losses, unused
tax credits and tax rates
The effect ofchanges in facts and
circumstances

(State the inpact rsf the standard if relevant to the
entity)

a

a

a

a

t4
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Prepq'tment Feature s w it h
Negalive Compensation
(Amendments to IFRS 9)

Qssued l2 October 2017)

Annual periods
beginning on or
after I January
2019

Amends the existing requirements in IFRS 9
regarding termination rights in order to allow
measurement at amortised cost (or, depending on the
business model, at fair value through other
comprehensive income) even in the case of negative
compensation payments.

(State the impact of rhe slandard if relevant
to the entitlt)

LonS+erm Interests in
Associates and Joint
Venlures (Amendments to
usl28)
(Issued 12 October 2017)

Annual periods
beginning on or
after 1 January
2019

Clarifies that an entity applies IFRS 9
Financial Instruments to long-term interests in an
associate or joint venture that form part of the net
investment in the associate or joint venture but to
which the equity method is not applied.

(Stale lhe inryact oJ'the stondard if relevant
to the entily)

Anrlual Improvements to
IF$S Standards 20 I 5-20 I 7
Cylt"
(Istued l2 December 2017)

Annual periods
beginning on or
after I January
2019

Makes amendments to the following
standards:

IFRS 3 and IFRS 11 - The amendments to
IFRS 3 clarif,, that when an entity obtains
control of a business that is ajoint operation,
it remeasures previously held interests in
that business. The amendments to IFRS l1
clarifu that when an entity obtains joint
control of a business that is ajoint operation,
the entity does not remeasure previously
held interests in that business.
IAS 12 - The amendments clariff that the
requirements in the former paragraph 528
(to recognise the income tax consequences
of dividends where the transactions or
events that generated distributable profits
are recognised) apply to all income tax
consequences of dividends by moving the
paragraph away from paragraph 52A that
only deals with situations where there are
different tax rates for distributed and
undistributed profits.
IAS 23 - The amendments clarifu that if any
specific borrowing remains outstanding
after the related asset is ready for its
intended use or sale, that borrowing
becomes part of the funds that an entity
borrows generally when calculating the
capitalisation rate on general borrowings.

(State the impac:t ol'the standur"d ifrelevattt to the
etiily,)

a

a

l5
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Annual periods
beginning on or
after I January
2019

The amendments in Plan Amendment,
Curtailment or Settlement (Amendments to IAS 19)
are:

If a plan amendment, curtailment or
settlement occurs, it is now mandatory that
the current service cost and the net interest
for the period after the remeasurement are

determined using the assumptions used for
the remeasurement.
In addition, amendments have been included
to clariff the effect of a plan amendment,
curtailment or settlement on the
requirements regarding the asset ceiling.

(^Jtate the impact o.f the stcutdard if relevant to the
efiity)

a

a

Afundments to References
b tlpe Conceptual
Frdnework in IFRS
StAra*a,
(Isilued 29 March 2018)

I

Annual periods
beginning on or
after 1 January
2020

Together with the revised Conceptual
Framework published in March 2018, the IASB also
issued Amendments to References to the Conceptual
Framework in IFRS Standards. The document
contains amendments to IFRS 2, IFRS 3, IFRS 6,
IFRS 14, IAS I, IAS 8, IAS 34, IAS 37, IAS 38,
IFRIC 12,IFRIC 19, IFRIC 20, IFRIC 22, and SIC-
32. Not all amendments, however update those
pronouncements with regard to references to and
quotes from the framework so that they refer to the
revised Conceptual Framework Some
pronouncements are only updated to indicate which
version ofthe framework they are referencing to (the
IASC framework adopted by the IASB in 2001, the
IASB framework of 2010, or the new revised
framework of 201 8) or to indicate that definitions in
the standard have not been updated with the new
definitions developed in the revised Conceptual
Framework.

(State the impacl ofthe standard if'relevant
to lhe enlitv)

t6

Plan
or Settlement

7 February 2018)
to IAS 19)
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Tde Directors do not plan to apply any of the above until they become effective. Based on
their assessment of the potential impact of application of the above, they do not expect that
thpre will be a significant impact on the company's financial statements.

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

a) $tatement of compliance and basis of preparation

Thg financial statements have been prepared on a historical cost basis except for the measurement at
re-yalued amounts of certain items of property, plant and equipment, marketable securities and

L

findncial instruments at fair value, impaired assets at their estimated recoverable amounts and
actuarially determined liabilities at their present value. The preparation of financial statements in
conformity with International Financial Reporting Standards (IFRS) allows the use of estimates and
assirmptions. It also requires management to exercise judgement in the process of applying the
cothpany's accounting policies.

j

Th{ financial statements have been prepared and presented in Kenya Shillings, which is the
funbtional and reporting cumency of the company (Kshs).

Thq financial statements have been prepared in accordance with the PFM Act, the State Corporations
Ac{, and International Financial Reporting Standards (IFRS). The accounting policies adopted have
bee6r consistently applied to all the years presented.

b) f.evenue recognition

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

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

ii) Grants from Tourism Finance Corporate are recognised in the year in which the company
actually receives such grants.

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

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

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

Other income is recognised as it accrues.

17
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SUMMARY OF SIGNIFICAI\T ACCOUNTING POLICIES (Continued)

c) In-kind contributions

In-kind contributions are donations that are made to the company in the form of actual goods
and/or services rather than in money or cash terms. These donations may include vehicles,
equlipment or personnel services. Where the financial value received for in-kind contributions
can be reliably determined , the company includes such value in the statement of comprehensive
incgme both as revenue and as an expense in equal and opposite amounts; otherwise, the
conltribution is not recorded.

ld) Property, plant and equipment

All categories of property, plant and equipment are initially recorded at cost less accumulated
depteciation and impairment losses.

Ceritain categories of property, plant and equipment are subsequently carried at re-valued
amounts, being their fair value at the date of re-valuation less any subsequent accumulated
depreciation and impairment losses. Where re-measurement at re-valued amounts is desired, all
iter{rs in an asset category are re-valued through periodic valuations carried out by independent
extbrnal valuers.

IncJ'eases in the carrying amounts of assets arising from re-valuation are credited to other
conirprehensive income. Decreases that offset previous increases in the carrying amount of the
sanfe asset are charged against the revaluation reserve account; all other decreases are charged
to flrofit or loss in the income statement.

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

e) Depreciation and impairment of property, plant and equipment

Frephold land and capital work in progress are not depreciated. Capital work in progress relates
mainly to the cost of on-going but incomplete works on buildings and other civil works and
in(allations.

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

Buf ldings and civil works
Plairt and machinery
Motor vehicles, including motor cycles
Copputers and related equipment
Of$ice equipment, furniture and fittings

25 years or the unexpired lease period (2.5% p.a)
12.5 years (12.5%p.a)
4 years (25% p.a)
3 years (33.3%p.a)

12.5 years (12.5%p.a)

l8



MT N LODGE LIMITED Reports and Financial Statements
For the ended 30 June 2018

A
of

year's depreciation charge is recognised both in the year ofasset purchase and in the year
disposal.

Depreciation and impairment of propertyr plant and equipment (Continued)

of property, plant and equipment are reviewed annually for impairment. Where the carrying
of an asset is assessed as greater than its estimated recoverable amount, an impairment loss

IS ised so that the asset is written down immediately to its estimated recoverable amount.

g) Intangible assets

I

Int{ngible assets comprise purchased computer software licences, which are capitalised on the basis

of tosts 
incurred to acquire and bring to use the specific software. These costs are amortised over the

estifnated useful life of the intangible assets from the year that they are available for use, usually over
thr(e years.

I

lnl Inventories

I

Invpntories are stated at the lower of cost and net realisable value. The cost of inventories comprises
purthase price, import duties, transportation and handing charges, and is determined on the moving
avTage price method.

l

D Trade and other receivables

I

Tr{de and other receivables are recognised at fair values less allowances for any uncollectible

ambunts. These are assessed for impairment on a continuing basis. An estimate is made of doubtful
reclivables based on a review of all outstanding amounts at the year end. Bad debts are written off
aftfr all efforts at recovery have been exhausted.

I

i)

Current

Taxation

income tax assets and liabilities for the current and prior periods are measured at the amount

expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used to
co{npute the amount are those that are enacted or substantially enacted as at the reporting date.

Cdrrent income tax relating to items recognised directly in equity is recognised in equity and not in
the income statement.

income tax is provided using the liability method on temporary differences at the reporting
daie between the tax bases of assets and liabilities and their carrying amounts for financial reporting
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k) Cash cash equivalents

Cash cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are convertible to known amounts of cash and are subject to insignificant risk of

in value. Bank account balances include amounts held at the Central Bank of Kenya
and at commercial banks at the end of the financial year. For the purposes of these

statements, cash and cash equivalents also include short term cash imprests and

advances to authorised public officers and/or institutions which were not surrendered or
l

accounted for at the end ofthe financial year.

r)

bearing loans and overdrafts are initially recorded at fair value being received, net
of issue costs associated with the borrowing. Subsequently, these are measured at amortised
cost tuiing the effective interest rate method. Amortised cost is calculated by taking into
account any issue cost and any discount or premium on settlement. Finance charges,

includfng premiums payable of settlement or redemption are accounted for on accrual basis

and arb added to the carrying amount of the instrument to the extent that they are not settled

in the period in which they arise. Loan interest accruing during the construction of a project
is capitalised as part of the cost of the project.

I

m) Trede and other payables
i

I

Tradd and other payables are non-interest bearing and are carried at amortised cost, which is
measqred at the fair value of contractual value of the consideration to be paid in future in
t.tp.ft of goods and services supplied, whether billed to the company or not, less any
paynients made to the suppliers.

i

Retirement benefit obligations
I

The pompany contributes to the statutory National Social Security Fund (NSSF). This is at'
defirfed contribution scheme registered under the National Social Security Act. The

comirany's obligation under the scheme is limited to specific contributions legislated from
timeito time and is currently at Kshs. 360 per employee per month.

I

I

Proiision for staff leave pay

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

o)
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Y OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

rate differences

accounting records are maintained in the functional currency of the primary economic

in which the company operates, Kenya Shillings. Transactions in foreign

during the yearlperiod are translated into the functional currency using the

rates prevailing at the dates of the transactions or valuation where items are re-

Any foreign exchange gains and losses resulting from the settlement of such

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

denominated in foreign currencies are recognised in profit or loss.

uent events

have been no events subsequent to the financial year end with a significant impact on

financial statements for the year ended June 30, 2018

2t
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued

a) I Budget information

The original budget for FY 2017-2018 was approved by the Board of Directors as

, required. Subsequent revisions or additional appropriations were made to the approved
budget in accordance with specific approvals from the appropriate authorities. The
additional appropriations are added to the original budget by the entity upon receiving
the respective approvals in order to conclude the final budget. Accordingly, the entity
recorded additional appropriations of 20 million being on the 2017-2018 budget
following the Board of Directors approval.

The entity's budget is prepared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statements are prepared on accrual
basis using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassified by
jpresentation to be on the same basis as the approved budget. A comparison of budget and
lactual amounts, prepared on a comparable basis to the approved budget, is then presented

]in the statement of comparison of budget and actual amounts. In addition to the Basis

ldifference, adjustments to amounts in the financial statements are also made for
ldifferences in the formats and classification schemes adopted for the presentation of the
jfinancial statements and the approved budget.

l

b) NOTE Budget information

The original budget for FY 2017-2018 was approved by the Board of Directors as

required. Subsequent revisions or additional appropriations were made to the approved
budget in accordance with specific approvals from the appropriate authorities. The
additional appropriations are added to the original budget by the entity upon receiving
the respective approvals in order to conclude the final budget. Accordingly, the entity
tecorded additional appropriations of 20 million being capital expenditure on the 2017-
2018 budget following the Board of Directors approval.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual
basis using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
sltatements were recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and
actual amounts, prepared on a comparable basis to the approved budget, is then presented
ih the statement of comparison of budget and actual amounts. In addition to the Basis
difference, adjustments to amounts in the financial statements are also made for
differences in the formats and classification schemes adopted for the presentation of the
flnancial statements and the approved budget.
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i

sbruuanY oF SIGNIFICANT ACCOUNTING POLICIES (Continued

A, statement to reconcile the actual amounts on a comparable basis included in the
sthtement of comparison of budget and actual amounts and the actuals as per the
stbtement of financial performance has been presented under section xxx of these
financial statements.

c) Serviceconcession arrangements

Tfre Entity analyses all aspects of service concession uurangements that it enters into in
dOtermining the appropriate accounting treatment and disclosure requirements. In
pdrticular, where a private party contributes an asset to the arrangement, the Entity
recognizes that asset when, and only when, it controls or regulates the services the
operator must provide together with the asset, to whom it must provide them, and at what
p.tlce. In the case of assets other than 'whole-of-life' assets, it controls, through
ownership, beneficial entitlement or otherwise - any significant residual interest in the
a$set at the end of the arrangement. Any assets so recognized are measured at their fair
v0lue. To the extent that an asset has been recognized, the Entity also recognizes a
corresponding liability, adjusted by a cash consideration paid or received.

d) Comparative figures

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

e) Subsequent events

There have been no events subsequent to the financial year end with a significant impact
oh the financial statements for the year ended June 30, 2018.

SIGI,IIFICANT JUDGMENTS AND SOURCBS OF ESTIMATION
UNCERTAINTY

The preparation of the Entity's financial statements in conformity with IFRS requires
man4gement to make judgments, estimates and assumptions that affect the reported amounts
of reirenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the
assetlor liability affected in future periods.

Statej all judgements, estimates and assumptions made: e.g.

I

4
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and assumptions

assumptions concerning the future and other key sources of estimation uncertainty
reporting date, that have a significant risk of causing a material adjustment to the

based its assumptions and estimates on parameters available when the financial
were prepared. However, existing circumstances and assumptions about future

may

due to market changes or circumstances arising beyond the control of the Entity.
are reflected in the assumptions when they occur.

lives and residual values

lives and residual values of assets are assessed using the following indicators to
potential future use and value from disposal

condition of the asset based on the assessment of experts employed by the Entity
nature of the asset, its susceptibility and adaptability to changes in technology and

nature of the processes in which the asset is deployed
ity of funding to replace the assets

in the market in relation to the asset

Elgon lodge does not have any provision as at now. The Board intends to factor in
budget the provision for bad debts.

24
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TO THE FINANCIAL STATEMENTS

of goods

charge on gross sales

added tax on gross sales

Levy on gross sales

OF SALES

SALES 2017

20ta zo17

t,209,290 1,589,034

(131,562)

(300,714)

(37,589) 1,589,034

_739354. _1,589.g.y.

350,903

184,872

307,488

355,404

535.775 662.a92

I TOTALS DRINKS FOOD

PEI {ING STOCK 77,697 10,536 7,160

)D PURCHASES 581,850 185,138 396,7t3

)Tr \L 599,547 L95,674 403,873

SS CLOSING STOCK 63,772 10,802 52,970

)s- OF SALES 535,775 184,872 350,903
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documents

staff loans

receipts

N COSTS

- note 5 (a)

emoluments

and water

services and supplies

n, travelling and subsistence

printing, stationery and photocopying

expenses

supplies and services

and commissions

general supplies and services

remuneration

TIONS

and maintenance

for bad and doubtful debts

expenses

COSTS

and allowances of permanent employees

1,136,000

1.136.000

4.

D

EI

502,996

154,800

75,000

10,020

L25,635

1.4,032

100,945

952

37,436

2t6,663

3,235

58,750

23,505

t,774,685

892

3t,628

48,793

72,745

2,000

4,038

1,300

130,605

51,599

F

1.323.969 2.117.6A5

382,126

1.09,720

sory national health insurance schemes

1,774,685

Interest

Fine{

Land

Other

Staff

Rent

Staff

Bank

Office

Other

s (a)'
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national social security schemes

contributions/PAYE

and gratuity

TAX EXPENSE/(CREDTT)

(a) taxation

based on the adjusted profit for t}te year at30o/o

prior year under/(over) provision

deferred tax charge

under-provision for deferred tax

oftax expense/(credit) to the expected tax based on

taxation

applicable tax rate of 30o/o

tax: 20 L7 / 201 B under-provision

ofexpenses not deductible for tax purposes

of income not taxable

of excess capital allowances over depreciation/amortisation

tax prior year over-provision

7 TY, PLANTAND EQUIPMENT

Schedule Separate)

2017 / beginning ofyear

11,150

19,800

199,500

so2.996 L993.985

6.

-661..06t 2.983.236

48,552,798 49,237,586

100,945

n Surplus

27

Other

Leave

Wages

Current

Cument

Current

Prior

(b)
profit

Profit

Tax at

Cost

Tax

Tax

Tax

At
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At Year

At 7/ beginning ofyear

8.

9. OTHER RECEIVABLES

prepayments

and other receivables

bad and doubtful receivables

48,653,743 49,237,586

676,68L 684,788

47,977,062 48,552,798

70,802

52,970

7,1.61.

10,536

63,772 17,697

ble

2,29+,536 1.,825,819

468,717

2,294,536 2,294,536

other receivables

28

2,294,536 2,294,717

At end

Net Values

Food

Drinks Tobacco

Trade

VAT

Staff

Other

Gross

Net
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10. AND CASH BALANCES

KCB

KCB

cash

tt. SHARE CAPITAL

shares of Kshs.20 par value each

tullypaid:

shares of Kshs.20 par value each

12.

beginning of the period

386,538

31,025 61.9

417,563 6L9

9
7,845,780 1,,845,780

3,527,222 2,596,370

borrowings during the year

borrowings during the year

of external borrowings during the period

of domestics borrowings during the period

on borrowings

end ofthe period

of both external and domestic borrowings are as follows

Borrowings

loan from'A'

Borrowings

from Tourism Finance Corporation

3.527.222 2.596.370

9,466,377 9,466,377

29

9,466,377 9,466,377

t

MT

Cash at

Cash at

Issued

92289

Balance

Total

Balance

The

Dollar

Kshs.
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at end ofthe period

AND OTHER PAYABLES

expenses

TO THE STATEMENT OF CASH FLOWS

of operating profit/(loss) to

from/(used in) operations

profit/(loss)

profiU(loss) before working capital changes

in inventories

/decrease in hade and other receivables

) in trade and other payables

decrease) in retirement benefit obligations

decrease) in provision for staffleave pay

) in NSSF Penalties Payable

from(used in) operations

9,466,377 9,466,377

t0,522,345

8,372,625

6,624,362

t0,522,345

5,643,34L

210,000

25,459,332 16,375,716

I

95,219

178,633

1,850,336

707,198

273,852 2,557,534

2,557,534

30

t

Total

Trade

0ther

13.

cash

Cesh
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| 7. Property, plant

Cost

Atlluly2OlT

Additions

Disposals

Transfers/adj

At SEPT 2017

Additions

Disposals

Revaluation Surplus

At end ofQtr. -
20L7

Depreciation and

At 1 Sep 2017

Depreciation

On Disposals

J Additions

Impairment

I et Declotl

Depreciation

On Disposals

Additions

Impairment

N LODGE LIMITED Reports and Financial Statements
For the ended 30 June 2018

Land Motor
vehicles

Furniture
and

fittings
Computers Buildings Plant and

Equipment Total

rnd

Shs Shs Shs Shs Shs Shs Shs

23,000,000 173,525 25,300,372 78901 48,552798

23,000,000 173,525 25,300,371 L79,846 48,552,798

23,000,000 173,525 25,300,371 78,901 48,552,798

5,423 158,727 2,466 766,016

5,423 158,127 2,466 166,016

LO,846 3t6,254 4,932 332,032

tTransfer/adjustme

31

rts(ESD

ember
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At 31 March

Netbook

At 31st

Depreciation

At 30 lune 2

69 4 81 7

I
23,000,000 ls7,2s6 24,825,990 7L,503 48,054,749

100,945
Additions

100,945

s,422 l5B,l27 15,083 178,632

At 30th

23,000,000 151,834 24,667,863 157,365 47,977,062

!!IiE

I

!t

32

Transfer/adjust
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Cumulative to date Actual Audited

2018 20L7

Shs Shs

op7. I rrty, plant and equipment

Cos

24fi / beginning of Quarter 48,552,798 49,237,586

Adc s 100,945

uaRel ion Surplus

adjt rnts(ESD machine Writeoff)

At( d f the quarter/Year 48,653,743 49,237,586

Adr ls

Del adon and impairment

\prAt 'il2018/ beginning of Quarter

Del rtion 676,681 684,788

Dis s

irnIml ent

trnadjr )nt (ESD machine Writeoff)

At d rf quarter/Year 676,681

Net k Values 47,977,062 48,552,798

JJ

At lfuly
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1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

is the summary of issues raised by the external auditor, and management
were provided to the auditor. We have nominated focal persons to resolve the

as shown below with the associated time frame within which we expect the issues
to be

Dismal
performance of
the lodge
.Expedite the
refurbishment
of the lodge to
improve on
sales

The refurbishment
process on going

Board of
Directors

On going One year

,-.2

Working
capital---The
lodge has been
operating on a
negative
working
capital for
more than 3
years

The turnaround strategy
of renovation and
refurbishment of the
lodge shall change the
place completely and
improve sales

management On going One year

1..3
I

Fencing of the
lodge farm to
secure the land

The surveyor was
engaged to put beacons
and fencing is in progress

management On going One year

z

I

4
Dispute over
the boundaries
of the lodge

The meeting between the
community and the lodge
and the issue was
resolved

management resolved executed

Lack of
standard
operating
Procedures
organogram

The SOPS were put in
place

management resolved executed

Weak internal
controls

Internal controls were put
in place and risk for loss
minimized

management resolved executed

il

I

I

34
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Chairman of the Board

)

MT

Date.

On going

On going

On going

4
D

Date

management Not yet4.2
Non payment
of Audit fees

The management
promises to pay when
funds become available

management Not yett.6

Non recovery
of trade and
other
receivables

The management intends
to come up with a credit
policy to ensure all debts
are recovered

management Not yetI .10
Non-payment
Statutory dues

The management shall
pay the dues as and when
funds become available.

35

For the

(Reuben k.
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VIATIONS

Tourism Finance Corporation

Standard Operating Procedures

Mount

Value Added Tax

Levy Trust

socialsecurity Fund

I Hospital lnsurance Fund

As You Earn

perty plant and Equipment

TFC

SOPS

Mt-

VAT.

CLT

NSSF

NHIF.

PAYE

PPE.

36
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