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COMPANIY INFORMATION

Principal Place of Business
KIE Building
Likoni Road

Industrial Area
P. O. Box 78029-00507

Viwandani, Nairobi
Tel: *254 20 651,348/ 54

Fax: +254 20 651,348

Registered Office
KIE Building,
P. O. Box 78029-00507

Viwandani, Nairobi

Company Sectetary
Mr. John F. Omwoyo
P. O. Box 8029-00507

Viwandani, Nairobi

Company Auditors
Controller and Auditor-General
Kenya Nationd Audit Office
P. O. Box 30084-00100

GPO, Nairobi
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Kcnla Industrial Estates Umitcd - Annual Report And Financial Statements For The year Ended JF June 2006

THE CHAIRMAN'S STATEMENT

f t is my plcasure to rePort ofl the performance of the Kenya Industrial Estares for the financial year ended 30,h
I June 2006.

During the vear under review the company recorded an improvcment in its operations towards small and medium
enterprises (SMfis) in line with increased output by the SMIIs in the National Economy.

GLOBAL ECONOMY
Both regional and world ectlnomies continue to show sustained growth. Factors that enable this growth included
macroeconomic stabiliry expansion in wodd, easing of external burdens and improved access to industrial
markets.

The East African region has also made tremendous progfess following the rcaltzatron of a Customs Union and
encouraging Peace agreements in the Great Lakes region in order to strengthen regions economy.

DOMESTIC ECONOMY
The Kenyan economy continued recovery that started in 2OO3 and has continued into the year under review
registering a growth of 5.8oh. Growth was recovered in neady all the sectors of our economy. The Small and
Medium Enterprises continued to form the backbone of the Industrial and Commercial sectors. Kenya Industrial
Estates Umited is proud to have paricipated in this growth.

OPERATIONS
During the year under review, the main focus was on entrepreneur training and capacity building targeting mainly
the rural areas in accordance with government policy. Because of limited financial resources the company conducted
very limited business compared to the enormous demand.
The company lent Kshs.48,821,000 during the year from the funds which the government gave for core poverty
Programmes.
The company continues to clean up its old portfolio through debt negotiations and settlement as a first step
towards Balance Sheet restructuring which is essential for its business image. The company u/as evaluated on the
Performance Contract Scheme introduced earlier. Though there was improvement rhe company performed poo4y. It
has continued to strengthen institutional linkages and collaborarion with other Stakeholders in the Micro, Small and
Medium enterprises Sector. In this regard KIE has continued to work closely with the Export Promotion Council
Authoriry Export Processing Council, Investment Promotion Council, Kenya Industrial Research & Development
Institute, Jua Kali Association, KIPRA among others.

FUTURE OUTLOOK
Kenya Industrial Ilstates l-imited remains a strategic Institution and expects to play a key role in implementing the
Governmenth Industriahzatt<>n as well as Poverty reduclion programmes. The company will continue to re-organize
and restructure in order to convert into a strong and effective institution in serving the SMII sector and our country,s
Industrialization endevour. We are exploring various ways of mobilizing financial resources for this purpose.

APPRECIATION
Finally on my behalf and that of the Board, Management and Staff of KIE, I take this opportunity to sincerely
thank the government, KIE entrePreneurs and other stakeholders for their continued suppoft. We value your sup-
port and good will in our endevour to meet our mandate to people of this counrry.

t

MAJOR GEN. (Rtd) BARRACK O. C. ONYAI{GO, CBS
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,Trh" Directors submit their report and the audited financial statements for the year ended 30'h June 2006, which

I show the state of the affairs of the comPany.

1. Principd Activities
The company conrinues to facilitate development and incubation of Small& Medium Enterprises

(SME's) countryvide by establishing and offering industrial parks, sustainable credit, business

development services and sub-contracting exchange/linkages.

2. Company Results
The company results are set out on Page 9

3. Dividend
The Directors do not recommend payment of dividends-

4. Reserves
The reserves of the company are set out on page22 note 14.

5. Auditors
The Board retains Kenya National Audit Office as KIE Auditors-

fut Ordcrof the Board

Mr. John F. Omwoyo
Company Secretary
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Kenya Industial Estatcs Limitcd - Annual Rcport And Financial Statements For The Ycar Endcd lfh June 2006

CORPORATE GOVERNANCE STATEMENT

Kenva Industrial Irlstatcs is cot'nmitted to the ncw standarcls o[ (.orporatc (iovernancc introduced by the (]overn-
ment of Kcnya. Thc Board of Directors is responsiblc frrr the long-tcrm gr()'wth ancl thc profitabiliry of the com-
pany, whilst being accountablc to sharcholclcrs f<rr compliancc with the law and maintaining the highest standards
of corporate g()vernancc and business cthics.

STATEMENT OF DIRECTORS RESPONSIBILITY

The Kenya (,ompanics Act requires thc directors t() prepare the financial statements for each financial year that give
a truc and fair view of the state of affairs of the company as at the cncl of thc financial year and of the profit or
loss. It also requires thc Directors to ensure that the company keeps proper accounting records that disclose, with
reasonable accurac)', thc financial position of the company.

Thc Direct()rs acccpt rcsponsibiliry for the annual financial statemcnts that havc becn prepared using appropriate
accountinq policies supportcd bv reasonablc ancl pruclcnt iudgments ancl cstimatcs, in conformity with International
Rcporting Stanclarcls ancl tlrc rcquircmcnts oi thc (,ompanics Act. Thc [)ircctors arc of the opinion that the ac-
coul'lts givc a trr-rc ancl fhir view of the statc ()f affzrirs of tltc c()lnpanv and its pcrfirrmance.
The l)ircctors furthcr accept rcsponsibilitl' for thc rnaintcnancc of accorrntins rccorcls u,hich may bc relied upon in
the preparation <lf linancial statcrncnts, as u'cll as adctluatc svsfcms of intcrnal c()ntr()I.
Nothing has comc to thc attention clf the l)ircctors to inrlicatc that thc c()rnpirny will not remain a going concern
f<rr at least rwelvc nronths from thc datc of this staternent.

I

Mai. Gen. (Rtd) B
(Chairman)

O. C. Onyango Charles Mumanyi
(Director)

BRANCHNETWORK

There arc twent!-one (21) branches including head offiee and these are.-

Head Office: Nairobi

Regional Offices: Nakuru, Kisumu, Mombasa, Eldoret, Machakos, Nyeri, Kakamega, Embu
Branches: Kabarnet, Malindi, Voi, Kericho, Kitui, Sultan Hamud, Murang'a, Thika, Bungoma,

Garissa, Kisii & Meru.

7



Kcnlu Indtstrial Estates Limited - Annaal Beport And Financial Statcments For Thc Year Enfud lUh June 2005

KENYA NATIONAL AUDIT OFFICE
REPORT OF THE CONTROT I FRAND AUDITOR GENERAL ON THE FINANCIAL STATEMENTS OF

KENYA rND USTRL4 L EjiTATES T IMITED FOR THE YEAR ENDED t 07-t 
I 
JUNE 2005

f have audited the financial statements o[ Kenya Industrial Estates Limited f<rr the year ended 30'hJune 2006 in accordance

Iwith the provisions of section 14 of the Public Audit Act, 2003.I have obtained all the information and cxplanations which,

to the best of my knowledge and belief, were necessary frrr the purp()sc of the audit. The financial statements are in agreement

with the books of account.

Respective Responsibilities of the Directors and the Controller and Auditor General

The directors are rcsp()nsible f<rr the prcparation of financial statements, which give a true ancl fur view of the state of affairs

of the Oompany and of it operating results. N[y responsibility is to express an independent opinion ()n the financial statements

based on my audit.

Basis of Opinion

Thc audit was conclucted in accorclance with the International Standards on Aucliting. Th<lse standarcls require that thc autlit

be plannecl and perfrrrmed with a view to obtaining reasonable assurance that the financial statements are frec from material

misstatcment. An audit inclucles an examinati()n, ()n a test basis, <>f evidence suppotting the amounts antl disclosures in

the financial statements. It also includes an assessment of the accounting policies used ancl significant estimates macle by

the dircctors, as well as an evaluation of the overall prcsentation of the financial statements. I believe the audit provides a

reasonable basis f<rr my opinion.

1. Going Concern

The Oompany registered a loss of Kshs.84,379,000 during the year (2005 Kshs.37, 090,000) which brought its cumulative

reserves to a negative balance of Kshs.1,135,338,000 as at 30June 2006. The accumulated loss has reduced the company's

equity to negative balance of Kshs.1,055,061,000. The unfavorable result is mainly atributed to susPension <>f interest due

from non performing l<>ans amounting to Kshs.750,209,000 as disclosed in N<>te 2 to the financial statements. In addition, the

Company's balance sheet, whose item classifications do not indicate current and non-current catcgories in accordance with

Internati<rnal Accounting Standard No. 1, shows total liabilities of Kshs.1,247,730,000. These include interest on long term

krans <rf Kshs.363,069,000 and G()K krans and extcrnal loans of Kshs.332,(r88,000 and Kshs.421,729,000 respectively, most

of which have remaincd unsettled [<>r klng, with n<> pr()spects frrr future repayment. Under the circumstances, the c()mPany

is tcchnically insolvent and its continued operation as a going c()ncern is fully dependent on financial supPort from the

Government.

2. Property & Equipment

The property and ccluipment balancc of Kshs.220,907,000 as at 30 June 2000 includes the value <>f st>me of 481 parcels of
land irregularll' all<>cated t() ()thcr parties without thc approval of thc Oompan1,. Although the company has explained that

the process of repossession is on and that 50 parcels havc bccn recovcred in Narok and V<ri, no such evidcncc has been

made available for audit verification. In the circumstances, it is not possible to confirm the ownership status of the parcels

of land n()t repossessed and ro confirm whcther the carrying value as stated in the financial statements reflect the fair values

of the properties as at the balance sheet date.

Opinion

Except for the foregoing reservations, in my opinion, proper b<nks of account have becn kept and the financial statements

give a true and fair view of the state of affairs of thc Company as at 3OJune 2006 and of its loss and cash flows fior the year

ended and comply with the Companies Act (Cap 486 of the [,aws of Kenya).

P. N. KOMORA
CONTROI,I FR AND AUDITOR GENERAL

Nairobi
19l\{arch 2ff)7
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Kcrry Indastrial Estates Lirnited - Arrnual Rqport Arrd Financial Sturcments fur Thc Ycar Ended 1Ftau 2(M6

ASSETS Notes Year?fr06
Krhs.'m0

Year2fi)5
Kshs.'0(X)

Cash and Bank Balancc 7,567 7,304

Time deposits 12 21,507

Debtors 11 4,064 23,420

Stock 1,054 850

Staff Loans 8 33,166 34,1,80

Mortgages 10 224s7 29,779

Industrial Sheds 36,152 35,574

I-oans 9(") 88,109 70,387

Other Investments eo) tl200 ,2001t

Property and Equipment 7 220,907 228,979

Total Assets 44O,182 u7,673

Liabilities

Interest on Long Terms l-oans 17 (1) 363,069 337,209

Creditors 15 130,244 97,483

Kenya Government Loans 17 332,688 280,688

External l,oans 17 421,729 421,729

Total Liabilities 1,247,730 1,,137,709

Capital Resources

Share Capital 13 80,277 80,277

Reserves 14 -1,135,338 -1,023,226

Shareholders Funds -1,0551061 -942,949

Grants "t6 247,573 247,513

Total Liabilities, Grants and Shareholders Funds 4,/0.J82 4/-1,673

BALANCE SHEET AS AT 3OTH 2006

The Financid statements for the year 2005/2006 were signed for the board on

OL oz 2o by

Mai. Gen. (Rtd) Barack O. C. Onyango (Chairman)

I

Mr. \ruLIAM SHIMANYUI-A (Managing Director)



Ken-ya hdustial Estates Lintited - Annual Rtport And l:itturuial Statcntent.r Ibr'fhc Ytar Enfud )At' June 2006

pRoFIT AND LOSS ACCOUNT FOR THE YEAR ENDING 30rH JUNE 2006

Notes
Year2AO6
Kshs.'0(X)

Year 2|N5
Kshs.'(XX)

INTIlRI,ST INCONII, ) 67,876 87,312

INTIiREST IrXPITNSIIS -) 25,860 24,660

NET INTEREST INCOME 42,016 62,652

Rent Income 13247 tt,o02

Prcfit r>n asset disp()sal 807

()ther income 5,983 11,025

OPERATING INCOME 61248 85,486

()perating llxpcnscs 4 137,032 141,877

Provisi<>n for pending cases 18(d) -36,38s

Operating Profit before provi-
sions

-75,7A; -20,006

Provision for bad debts 5 8,593 17,084

Profit/ (I-oss) before Tax -84,379 -37,090

(-orporation Tax

RETAINED PROFIT/
(LOSS) FOR THE YEAR

-84379 -37,070

EARNTNGS/ (LOSS) PER
SHARE

6 -21.02 -9.24

t0



Kenya Industrial Estates Linited - Annual Reporl And r'inancial Statements For'I'he Year Ended )0't' Junc 2006

CASH FLOW STATEMENT FOR THE YEAR 2005/2006

Net Profit before Taxation and Extra-ordinarv items

3tt/6/zu)6
Kshs-'(XX)

30/6/200s
Kshs.'000

-u,379 -37,090

Adiustments for items not involving cash

De precration 8,499 8,620

Profit on disprosal o[ Irixerl Assets 807

Provision frrr long term loan intcrest 25,860 24,660

Provision irrr Bad and doubtful debts 8,593 '17,084

Interest Suspencled 7s020e 971,315

Prior year adiustments -18218 924

Adiustments on Profit and Loss Accounts -71,936

Audit fees 400 400

Rent accrued -13247 -11,002

Rent received 13,190 13,825

Other income Accrued 5,993 -11,025

Other income received 4,897 11,541,

[,oan Repayments 75,517 60,474

Mortgage Repayments 13,446 16,382

Loan Disbursements -48,827 25,590

Intcrest Income added to Loans -791,790 -947,990

Interest Income added to staff I-oans -2,146 -4,236

Interest Income added to mortlaages -24,749 -34,475

-3,744 1,8,174

Operating Profit,/Loss bef<rre working capital charges -88,723 - 18,916

Increased/Decrease in operating Assets:

Stock
203

-89

Debtors 19,356 23,30s

19,559 23,216

Increased/Decrease in operating Liabilities

Sundry Creditors 32,761 -34,516

Cash Generated from operating activities 52,320 -11,300

Irss tax paid

11



Kcau ladtstial Estabs limiad - Anaul Beport Aad Finaaeial Stabmcats furTlu YcarEafud 1F June 2Nl6

s23n -11"300

Net cash from operating activities: -35,803 -3O216

Cashflow from Investing Activities:

Proceeds on disposal of Fixed Assets

Purchase of Fixed Assets 4n 671

Net cash From Investhg Activities: 427 -671

Cashflow from Financing Activities:

GOK loans received sa000 40,(x)0

GOK principal loan repaid

Net cash from Financing activities 52,W 40,000

Net Increase/Decrease in cash and cash Equivalents 1sflo 9,113

RECONCILIATION OF CASH AND CASH
EOUTVALENTS

Cash and cash equivalent at beginning of period 730/. -3218

Cash and cash equivalent at end of period ?3p74 5,895

MOVEMENT tsflo 9,113

12



Kcnya lnd*strial Estates Limited - Annual R4ort And Financial Statcments For The YearEnded lP Junc 2006

STATEMENT OF CHANGE IN EQUITY

At 1"'July 2005
Kshs'000

Net Profit/
(I-oss)

Kshs'fiX)

Prior Year
Adiustrnents

Kshe'000

At306June ZXE
Kshg'(m

Share Capital 80,277 80277

Capital Reserves 22,523 ?.ds%

Revaluation Reserves 207,595 207595

Retained Prcfits -1,510,939 -84,379 -27,733 -7,623p50

GOK Irredeemable Loans 190,257 1902s7

Profit on sale of sheds 67,337 67,337

-942,949 -u379 -27,733 -11055,051

t,



Kenya lndustial Estates Limited - Annual RePort And Financial Statements For The Year Endcd 10'h June 2006

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 30rH JUNE 2006

ACCOUNTING POLICIES7

a) The lrinancial Statcmcnts arc prcpzlrccl uncler thc historical cost conventi<ln and as Per the recluirements tlf

the lAS.

b) Provisioning and Interest Suspension

The Ccntral Bank Pruclential Rcqulati()ns on provision of bad and doubtful debts have been aclopted

Uncler there regulatigns, Intcresr income for accounts in arrears over three months is suspended and

specific loss is prttvided fcrr all accounts over six months'

The intcrpretation of it is shown on note 5.

c) Fixed Assets
Leaseh.ld land alprcatccl by Kenya ()ovcrnment is stated at cost or professional valuation when such land

value is capitaLizecl. ()ther Fixed Assets are stared at cost with the exception of donated assets, which are

stated at invoice valuc. The value of donated assets is credited to capital value.

d) Depreciation
Leasehold land is written off in equal annual installments over the period of the lease. ()ther Fixed Assets

are clepreciatecl on thc reducing balance basis to write off the cost of the assets over their expected useful

life.

The annual rates of depreciation applied are as follows

Building and improvements 2'5o/'

Plant Machinery and Tools 2.5u/o

Furniture Fittings and ()ffice tiquip 10'00%

(,omputers 33'00u/o

Motor Vehicles 20'00u/o

e) Stock
Stock is stated at the lower of cost or net realizatron value'

2. INTEREST INCOME

YEAR2006
Kshs'000

YEAR 2OO5

Kshs'000

lrlans 791,790 947,980

Mortgage 24,749 34,475

Staff home and car loans 2,746 4,236

Tcrtal Intercst Income 818,085 986,691

Adcl: Prior vears intercst adiustments 71,936

818,085 7,058,627

Less interest suspendecl 750,209 971,315

67,876 1t7,312rirtal lntercst Incomc

t1



Kcnlta Industrinl Estates Umited - Annual Rcport And Financial Statetnents For The Year Enfud 10'h June 2006

3. INTEREST EXPENSES

4. OPERATING EXPENSES

YEAR2006
Kshs'(X)0

YEAR 2OO5

Kshs'000

G()K I-oans 8,421 8,421

KFW Loans 5,576 5,575

IDA I krans 2,877 2,872

IDA II Loans 7,099 1,100

ADF Ixrans 7,557 7,556

Belgium L<>ans 336 336

Totd Interest Expenses 25,860 25,860

Typ. of expenses Year?-406
IGhs.'fi)O

Year 2005
Kshs.'000

Directors' fees & expenses 3,398 2,066

Audit fees 400 400

Staff Costs 90,882 89,459

Staff retrenchment

Rent & Rates 3,881 5,560

Repairs & Maintenance 920 1 ,1 23

Light, Water & Oonservancy 1,995 1 1 42

Communications 4,297 3,871

Bank Charges 2,952 4,204

Depreciation 8,499 8,620

Insurance 1,710 2,371

Printing & Stationery 3,052 1,,911

Professional & legal fees 1,258 3,896

Security expenses 2,025 1,61,7

Advertisement and Public Relations 1,056 1,539

Motor vehicle expense 7,889 9,932

General expenses 2,918 -3,841

BAS expenses 435

Total Operating Expenses 137,032 141,877

It



Kcnya Industrial Estates Limited - Annaal Rcport And Financial Statements For The Year Ended lUh Junc 2006

5. PROVISIONS FOR BAD & DOUBTFUL DEBTS

ln the year 2002/2003 the org riT.^tion tlecidcd to adopt the banking rcgulations issued by the Central Bank

on risk classification fr>r loans and pr<>visioning for bad and cloubtful loans, using prudcntial guidclines ref.

CBK/R(;/10, N()V. 1990. Thcse regulations have been applied consistently in subscquent years.

(a)Classification and Provisioning
Category Classification
A normal risk
B watch
C sub-standard
D & Il, doubtful & Loss

Provisioning
general provision <tf lYo of loan balance
general provision of 7'Yo of loan balance
all interest not received is suspended
provision on total amount in full, net of
Interest suspended and realtzable value of security.

Type of
orovisions

Loans Mortgages Staff
Fixed

DeDosits
Totd

Kshs'Ofi) Kshs'000 Kshs'000 Kshs'000 Kehs'U)0

General Provision 549 54
603

Specific provision 453,885 7,095 45,659 115,91.5 622,554

Total Provision 454,434 7,149 45,659 1 1 5,915 623,757

Suspended
interest

5,122,472 139,825 37,259 6,163,467

Total 5,576,906 146,974 82,918 715,915 6,786,624

Provision for Bad Debts - Year 2005 - 2006 Movement

6. EARNINGS PER SHARE

Earnings per share are calculated on the loss attributed to shareholders of Kshs.87,379 million and the issued

shares outstanding during the period.

Cloeing Bdance
30.M.2005

Increase in the
Year

Decrease in the
YearType of Provisions

Opening Balance
1.07.2005

117,410 453,985557,889 7,506Speci6c loss to Loans

548232
General Provisions
on loans

316

4,974 7,094Specific loss on
Mortsases

11,195 873

53
-1,9

General Provision on
Mortgages

72

116,384 467,680Total 569,472 8,592

EARNINGS PER SHARE
YEAR 2006

Kshs'0fi)
YEAR 2OO5

Kshs'000

Net pro6t/Qoss) for the year -u,379 -37,090

No of Shares 4,013,865 @ Kshs.20 each 80,277 80,277

Earning per share -21.02 -9.24

t6



Idrya Infustial Esutcs lidted - Ann .dl BryrtAad Fhuneiol Stataaeab furThe ycoElded lFJw 2dM
7. FIXED ASSETS 200s/2006

KSHS.'(MO
Irasehold
Lard &
Buildings

Plant &
Machinery

Office
Equipment

Furnitue
& Fittings

Motor
Vehides

Motor
Bikes

C-ompute,ts To.&

Kshs. Kshs. Kshs- Kshs Kshs Kshs Kshs Kshs"

As at I /07 /2005 253,825 5U 31,917 6,143 179s6 2,752 3t2zn

Additions 178 10 239 qn

Revaluations

Disposals

As at3O/6/2A06 253,825 5M 32,U)5 6,153 17,056 2,991 3t4U
DEPRECIATION
As atl/07 /2005

41,973 584 22,593 2299 74,64 1279 83298

Charge per Year 5,760 455 483 vn 571 8,499

Eliminated on
Disposal

As *30/6/20O6 47,673 584 23,039 4782 15,970 1,850 9t:ry|
Net Book Value
As at3O/6/2006

206,752 9,057 3371 1,186 I,l4l m,w7

As at10/6/20O5 271,912 9,334 3,U4 4416 1,473 mgTe

8. STAFF LOANS
Staff loans are arrived at after netting off those loans that are likely to be collecte4 which relete to Former
staff.

These loans are secured and bear rates of 6% with exception of the former Managing Director,s house whose
loan interest rate of l1oh per annum is charged. Car loans are payable u/ithin two (a to seven f/) years
These loans have been provided for. The former managing director's house loan is provided net of the Security's
retlizable value.

STAFF LOANS M m5
fshslm Kshs{m

I-and

House lpans 1t23t5 98,944

Car Loans 3,769 2,526

Total 11 6pu 101,470

kss Interest Suspended 372s8 21,631

kss: Provision for bad debts 45,659 45,659

Net balance 33,l6il 34,180

17



Kenjta lndustial Estates Lintitcd - Annual Report Antl Fitancial Statements For Thc Year Ended )0'h June 2006

9. (") I-oans
The tablc bcl,-ru. sheg's thr- nct loan balancc aticr suspcr-rsi()n oi intcrest for all ,lcc()unts catcgorizc]d as sub-

stanrlarcl, cl.ubtftl ancl loss accoLlnts.'I'hcsc acc()unts arc in irrrc'.rrs ()ver six months. An aclclition specific prrr

'isi.. 
is r-naclc f<rr all accoLrnts in arrcars F<lr pcrio<l cxceccling nine months. (]cneral provisiorr is l()i' of ltlan

balance frrr accounts in arrcars firr thrcc months <lr lcss'

LOANS
Year 2fl)6
Kshe'000

Year 2005

Kshs'000

I-oan balance 5,665,014 6,611,728

Specilic Provision -453,885 -557,889

Suspencled interest -5,122,472 -5,989,736

General Provision -549 -316

Net Asset 88,108 70,387

9. (b) Investment in Consolidated Bank Limited

N6 20p.5

Krhs'000 Kshs'0(X)

Value of shares 11200 11.,200

Share Held
Made up of

Proportion of Total Paid Kshs'000 Kshs'000

a),140,000 non-cumulative
preference shares of
Kshs.20l= each

0.55o/o 8,800 8,800

b) 120,000 Ordinary Shares

of Kshs.2O/= each
0.60Yn 2,400

2,400

Total nominal value 11200 1.1,200

10. (a) MORTGAGES
These are Industrial Sheds sold to entrepreneurs where 70n/o of the purchase price was paid as down Payment

and the balance is repaid over a period of 20 yearc.

Mortgages
Year 2006

Kshs'000

Year 2005

Kshs'000

Mortgage Balance 1.69,431 't85,422

Specific Provision -7,095 -1.1,196

Suspended interest -139,825 -744,375

General Provision -54 1)

Total 22,457 29,779
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(b) INDUSTRIAL SHEDS
Reposscssed sheds are held as lixed assets in thc books at their historical vah.rc

2006
Kshs'000

200s
Kshs'000

Sheds 36,152 35,574

Ti>tal 36,752 35,574

11. (a) Cash and Bank

Cash and Bank
2M

Kshs'0(X)
200.s

Kshs'Ofi)

Cash b<xrk
1,567 7,304

Balance as per Bank 1,567 7,304

(b) DEBTORS
These c()mpfise rent, staff and sundry debtors.

Debtors
2W

Kshs'0(X)
2005

Kshs'000

l)ebtors 4,064 12,948

Add Cash and bank statements 10,472

Balance as at 30.06.2U)6 4,064 23,420

12. TIME DEPOSITS

a) Pioneer Building Society Rate Terms Kshs'(XX)

Nairobi llranch 1,5'Yn (lall 240

14.5 (lall 5,870

t4 (-all 5,370

Tirtal 11 ,480

kss Repayments 4,039

kss Repayments 3N

7,101

kss Provision 7,707

Balance 
^s ^t 

30.06.2(n6 Nil
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b) Cosmopolitan building Rate Terms Kshs'm0

Nairobi Branch 130h Call 2m
t3 Call 2m
20.5 Call t2

Total 4012

4072

Nil

c) Thabiti Finance Co Ltd Rate Period KBhs'000

Nairobi Branch 220h Call 2,000

20.s Call 3,928

Total 5,928

Dividend pard capitahzed 5/6/1998 -500

DMdend paidJune 2000 -1,200

Dividend paidJune 2003 -500

3,728

Less Provision -3,728

Balance as at 30.06.2006 Nir
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d) Continental Credit Finance Ltd.

Btanch Term FDR NO Kshs'000
Nairobi branch 14.5oh Call 4.008829 5,745

1,4.5oh Call 4.008830 1 ,65 1

14.5oh Call 8848 2,672

131'h Call 8835 7,666

14.5"h Call 8843 2,590

13oh Call 8834 1,000

14.75o/o Call 8845 2,149

14oh Call 8844 2,070

14"h Call 8837 3,109

14.501> Call 8852 752

14.5oh Call 8849 2,000

14.5oh C^11 883(r 1,150

14oh Call 8846 5,000

14.5oh C^11 8853 4 108

140h cil) 8839 5,776

14.5oh C^ll 8842 4,786

14.5oh C^11 8851 3,745

14.5'h Call 8850 4,000

14.5oh Call 8839 3,877

14o/o CaJl 8840 2,',1.64

14oh Call 8841 2,239

14.5oh Call 8832 756

14.5o/n Call 8831 339

74.5o/o Call 8847 3,11,0

13%, Call 4.008827 472

14.5oh Call a.008828 5,266

1,4.5o/o Call 8833 123

Total 77,594
Repayment -1,900
Dividend paid -16,397

53,403
I-ess Bank Overdraft -3,422
kss Provision for bad debts -49,987
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e) National IJank of Kenya I-ttl
H:rrarlbce Avcnuc

Kshs'000
21.507

Summary
2006

Kshs'Ofi)

2005

Kshs'000

Totrl Irixccl Dcposits 89,497 (t7,990

Arltl Accrued interest 47,925 47,925

Tirtal trTl) and interest 137,422 1 15,915

Lcss Receipts

lrss Bank ()verdraft -3,422 -3,422

Less Provision fcrr Principal debt -64,568 -64,568

Lcss Provision ftrr Accruecl interest -47,925 -47,925

27,507

13. SHARE CAPITAL

2006

Kshs'000

2005

Kshs'000

Authorizccl slrirrc ca1'rital

No. of sharcs 10,000,(XX)(r, Kshs.20.(X) 200,000 2(X),(XX)

Issuccl and fully paitl

No. oi shares 4,013,1t65 (z! hshs.20.(X) 80,277 80,271

1a.(a) RESERVES

Type of Reserve
Year 2006

Kshs'000

Year 2005

Kshs'000

Oaprtal Rescrvcs 22,523 22,523

Rcvaluation Rcservcs 207,595 ?{)7 595

Retained Prolit -1,623,050 -1,5 r 0,938

G( )K lrredeemablc L<>ans 790,257 190,257

Profit on sale of sheds 67,337 67,331

Total -1,135,338 -1,023,226

14. (b) RETAINED PROFIT

Year 2006

Kshs'Ofi)

Year 2005

Kshs'000

Net pro6t/[,oss -84,379 -37,090

Retained Pro6t -1,510,938 -7,464,398

Prior period Adiustment -27,733 -9,450

-1,623,05 -1,510,938
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15. CREDITORS

This is made of the

16. GRANTS

Yeat2OO6
Kshs'(X)O

Year 2005
Kshs'000

Trade and sundry creditors 130,244 97,483

130,244 97,483Total

a.N Governrnent

Under the terms of this grant interest earned on the deposit and part of the intercst carncd on disbursed

funds is credited to the revolving fund. None was accrued this year.

b. E.E.C. Grant

Yeat 2{X}6

Kshs'(XX)
Year 2005
Kshs'000

Opening balance 1"July 2005 146,039 146,039

YearZX}5
Krhr'(100

Year 2fi)5
Kshs'0(X)

Opening balance 1"July 2005 1,857 1,857

Under the terms of this gr^fi 3oh of the interest earned on disbursed funds is crcdited to the revolving fund.
None was accrued this year.

c. G.T.Z. Grant for ISL
Year2AA6
Kshs'(m

Year 2fi)5
Kshs'0(X)

Opening balance l"July 2005 77,594 17,594

Under the terms of this grant, the excess of administration expenses over income earned out of financing
from grant is withdrawn from the revolving fund and credited to the Income Account and subsidy.

d,. GTZ Grant

Under the terms of this grant the amount utilized for devekrpnrcnt of protorypes for Renewable Energy is
treated as subsidy and withdrawn from the grant. There were n() tlcvelopments of the Prototypes for Renewal

Energy in the current year.

e. KFSI Grant for informal Sector Loans

Yeet?fr06
KBhs'(m

Year 2fi)5
Kshs'(XX)

4,385 4,385Opening balance 1" July 2005

Yeac?fr06
XshB'000

Year 2005

Kshs'(X)O

Opening balance l"July 2fi)5 72,943 72,943

f. GTZ Co-operation Fund
Year 2fi)6
Kshs'000

Year 2005

Kshs'fi)O

Opening balance 1"July 2005 3,705 3,705
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GOK- IT
Year 2(Xb
Kshs'(XX)

Year 2005
Kshs'000

Opening balance 1'' July 2005 990 990

h. of Grants

17. GOVERNMENT OF KENYA AND EXTERNAL LOANS

a) GOK Irredeemable Loans
The amount of kshs.190,257,000/= includes the book value of Kshs.137,900,000/= of Industrial Sheds

constructed as at 30.h June 1985 from Government of Kenya Loans up to 30d June 1985. These loans are

irredeemable subordinate to equity and bear no interest. These are included as part of the resserves.They were
part of the restructuring done on that date.

Year 2fi)5
Kshs'Ofi)

Year 2005

Kshs'000

Norwegian Government 146,039 746,039

EEC Grant 1,857 1,857

GTZ Grant for ISL 77,594 17,594

GTZ Rep. Financing Grant 4,395 4,385

KFW Grant for ISL I-oans 72,943 72,943

GTZ Co-operation Fund 3,705 3,705

GOK-IT 990 990

Total 247,513 247,513

b a Government Loans

The loans carry intere st of 3o/o per annum payable to the Treasury on 31" December and 30'r' June each year
commencing from July 1984 and are included as part of accrued interest on long Terms I-oans.

c) IDA Loans

Year 2fi)6
Kshs'fiX)

Year 2005
Kshs'000

Opening balance l"July 2005 280,689 540,688

Received during the year 52,000 40,000

Repay,ment

Balance 30'r'June 2006 332,688 280,688

Year 2006
Kshs'000

Year 2005

Kshs'000

Opening balance l"July 2005 47,849 47,849

Received during the year

Repayment

Balance 306June 2006 47,U9 47,849

24



Kenyru Industial Estates Limited - Annual Rcport And Financial Statements For The Year Endcd )Uh June 2006

d) rDA rr (1738-KE)
Year2fi)6
Kshs{m0

Year 2005
Kshs'fi)0

Opening balance 1" July 2005 18321 "18,321

Rcceived during the year

Repayment due-current liabilities t2991 12,091

Balance 30'hJune 2006 6230 6,230

Interest on the se loans is computcd at 6"/o per annum and payable half yearly. IDA I l,oan is payable through thc
(iovcrnment of Kenya over 15 ycars with effect from 1"July 1985. Rcpayment of IDA II Loan Commenccd

from 15'h August 1995.

e) Loan Co-operation KFII of West Germany

They rclatc r() amount disburscd by KIIV up to 10'r'June 1989 in respect of thc approved and finance proiects

in acc<rrdance with the terms of the agreement dated 26'h March 1974 betwcen Kenya Government and KFW.

Interest on this loan is computed at the l: te of 6"h per annuln and payable through thc govcrnment of Kenya

over 15 ycars with effect f<rrm l"July 1985.

The cxchange risk in respect of borrowings in US Dollars ancl SDRs from IDA ancl Deutsche Marks from KIV
is borne by the Government oI Kcnya.

f) African Development Bank (ADF)

Yeac20i06
Kshs'(X)0

Year 2005

Kshs'Ofi)

92,935 92,935()pening balance 1"'July 2005

Receivecl during the year

92,935 92,935Repayment clue-current liabilities

Balancc 30'r'.fune 2006

Year Z)05
Kshs'fiX)

Year 2005

Kshs'000

Opening balance l" July 2005 251,424 251,424

Receiverl cluring the year 0 0

Repavn-rcnt clue-currents liabilities 133,257 116,495

Balancc 30'r' Jr-rne 2006 118,167 134,929

This loan carries an interest rate of 3o/o per annum and repavablc through thc ()overnment of Kenya over 15

years period with effect from 1 /7 /97.

g) Belgium Loan
Year 2fi)6
Kshs'Ofi)

Year 2005
Kshs'000

Balancc 11 ,200 11,200

Receivecl cluring the vear

Repayment due-current liabilitics

Balance 30'r'Junc 2006 11,200 1 1,200

Tlrc l<ran carrics an infcrcst ratc of 3tt/opcr arrnulrr 1'lavablc to tlre (i<lvcrnment of Kent'a
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of External and GOK loans

i) Interest on loans comprises interest on Government of Kenya loans of Kshs.81,830,000 and other
financiers Kshs.281,239,000 as at 30sJune 2006.

18. CONTINGENT LIABILITIES
These comprise:

A. Bank overdraft
The company may be required to pay interest on the Bank Overdraft of Kshs.3.422 million with
Bank. This interest is expected to accrue from the date the Bank was placed under official Receivership. However
assurance in writing has been given that the interest charged in excess of the interest receivable from
will be borne by the Continental Credit Finance, these were relate institutions.

B. Corporation Tax
This exists for the Financial Years 7997 and 1998 where the company has {iled a section 90 appeal against self-
assessment. There is also a likelihood of tax charges against self-assessment tax due of Kshs.7,816,201.00. The
matter is being pursued with Kenya Revenue Authority.

C. Receiverships
There are projects which has been placed under receivership by the company in the past, claims against the
receiver managers may arise in future, it is however not possible to quanti$, the amount.

D. Pending legal cases
The company had in past hired a panel of lawyers to handle specific cases and not all have forwarded their biils.
It is not possible to quanti$ the amounts at the moment; however, some of the bills will be borne by the clients
depending on the outcome of the cases.

E. Mortgages
There are cases of disputed ownership of industrial sheds in certain stations, where tides were obtained
fraudulendy. The financial implications arising from these disputes are unknown.

F. Civil Suit No.994 of 1998
The above high court case was decided against the company to pay damages and interest since 1998. The company

Institution Loans due Principal Totd 2006

Cumulative
Interest to
30.06.2005

Principal
balance

as at
30.06.2005

Cumulative
interest to
30.06.2005

Kshs'000 Kshs'000 Kshs'000 Kshs'000Kshs'000 Kshs'000

IDA I Loan 41,849 47,U9 52,289 47,849 49,41,8

18,321IDA II Loan 12,091 6,230 23,883 18,321 22,784

KFW Loan 92,935 92,935 106,076 92,935 100,500

ADF Loan 133,257 118,167 251,424 94,945 251,424 87,388

71,200 11200 4,046 11,200 3,710Belgium Loan

Subtotal 286,'1,32 135,597 421,729 281,239 421,729 263,800

332,689GOK Loans 210,181 122,508 81,830 280,688 73,409

Total 496,313 258,105 754,478 363,069 702,417 337,209
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has appealed against this decision in the Court of Appeal. The claim as of 30/06/2N5 is approximately Kshs.2O
million. The treasury released Kshs.19.6 million tkough the parent Ministry to cushion the company against the
outcome. The same is placed as a Fixed Deposit Account with National Bank of Kenya, Harambee Avenue, at
87o interest rate- Signatories to this account include the advocates of the claimant and ourselves.
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EAST AFRICA SPECTRE LIMITED

Gas Cvlinder Nfanufacruring Plant

I
----<-,

a-

b-s
.Ei

7

I
I
I

e
ra

s

L I

(
I

I

\
I

'f -..
-"(

Tou'el Nlanufacruring Planr



L

[: J.-,1 F.d fr 1\
'> b*? t trr .:Ir

,+f
o.t ti},* .

T
I

$
?rI ti t

I

h
!'I

t
YI !

It"'i+I,*

lA.*-
!?

Tg

K. I. E. HM,D OFFICE ON LIKONI ROAD - NAIROBI

I

;J-'a!

;.'l Y,,; iI i-r

t

a:L
;)-'

1 F

'i5

:a_

a

e"
. la't
ll '.rll'

I
.. "' ;

I
L

3'v

;l i':.''
.-i.a
-t. t

. t.+9_ ' -;'!
(' a .. ' , .

j. i -Gtr

'43'i;'\r''...[ a'. .
,. 'rr . .' :,' J, . '.'":-. .'

##

:l

Head Office: Likoni Road, Industrial Area P. O. Box 78o29-oo5o7, Nairobi
Tel: +254-2c.6Srg+8/S+ Fax. +254-2o-651355

"rt ,j;n &


