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a Our History
The hisLory of NMC revolves around the "Kenyan Car Project",
in the late eighties and earl-y nineties. The motivation to

und.ertake R&D on the Car ProiecE emanated from a challenge

from the then Head of SEate H. E- Daniel A. Moi co l-he

University of Nairobi, MinisLry of Defence and Kenya Railways

to spearhead research and develop a Kenyan car. The project

li
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team successful-fy des j. ned and manufactured five (5)
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Due to the challengee in the car project, Nurnerical
MachlnlBg complex (NMc) was reglstered under the CompaDl,

Act CAP 486 of the Lawa of Kenya on 4th January, L994'b
take over the aaeetB and llabilities of the Nyayo Mo

Corporation.
In ,fanuary 1994. Numerical Machinj.ng Complex Limited (NMC)

was lncorporated a6 a company under Ehe companlee act ix6
485 Lawa of Kertya to take over the agBets and llablIl
of Nyayo Motor eorporatsion. NMC is a puJollc comp€rny

mandatse is t.he commercial production of steel, eng l-neer

deeigm and manufacture of machlnery and conponente. NMC I
under Ehe MtnI t t ry of I nveE tment 6 Trade and I ndue t
(!{I"f) and ie owned by Kenya Railways having 51t and Ken}ra

ShipyardE Limlted 49t aharea in truat for t.he Governmeat.i I

NMC ie ISO 9001: 2OL5 certifled which confirme lgs.
conunitments to good pract,ice6 tshat enEures conaiBt.ea!.
delivery of gervicee in 1l-ne with g1oba1Iy recogaized
gtandards. The company is conmitted to deIlwery of qualj-ty
producEs and eervicee at' aIl- timeB.
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bl Princioal Activities

NMC is a manufacturing company that deals with the manufacture of machinery

and components. NMC is equipped with modern facilities namely; Computer

Numerically Controlled (CNC) machines, foundry plant, heat treatment facility,

fabrication Center and metallurgical laboratory.

The main objective of the company is to provide quality, safe and durable

products to its customers. In pursuit of this objective, the company has invested

heavily on the latest technology machines ranging from 3-Axis to S-Axis mill turn

machines, laser cutter, press brake among others.

The installed capacity enables the organization to manufacture various

products namely; assorted gears, shafts, brake blocks, steel ltttings, spacers,

machine tools & machinery among others.

I
Government SuDDort

Currently, the Ministry of Investments, Trade and Industry (MITI) is responsible

for:

G) Funding;

O Policy direction &

G) General oversight

Our Products



www.nmc.go.ker--
Numericol Mochininq Complex Limited
Annual Report and Financial Statements for the year ended .,une 30, 2023

NMC has a wide range of products which have been designed and manufactured

namely; lathe machines, drilling machines, water pumps, brick making

machines, hospital beds and hydraulic presses. These products are aimed at

assisting the local industries, technical institutions and SME's. NMC also

manufactures replacement parts for various sector to include; energ/, cement,

sugar, tea, automotive among others.
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ISO 9OO 1:2O 15 Certifred

ETffiI
N\1C is IS() ()OoI:2oI5 ccrtillccl arttl tltis corrflrnls its

t-ornrniln-rt nt 1o goo(l })rl('ti(:t's tltat ensr.lre cot)sist('lll clclivcl'

of seni<'r's in lint rvilh qlobirlh recorrtrized sllttrirtrrls.

NMC Market

vI
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Cl Directors

The Directors who served the entity during the year/period were as follows:

1 Capt. (Rtd.) Muhumed
Abdi Mohamed

Chairman Appointed on 1Oth February
2023.

2 M"j. Gen. (Rtd) Pastor
Awita MGH, EBS, ndc(K),
Psc' USA

Chairman Appointed on 17th October
2O 19. Excited on 9th

February 2023

3 Mr. George Makateto Ag. Managing
Director

Appointed on 28th February
2023.

Eng. David Mwadali Managing Director Appointed on 27th March
2O2O. Dxited on retirement
on 28rh February 2023.

4

Alternate to Chief of
Staff and Head of
Public Service

Appointed on 3.d September
20t5

q Mr. Phillip Nyingi

6 Mr. Douglas Manyara Alternate to Principal
Secretary, National
Treasury

Appointed on 6th July 2020

Alternate to PS

Ministry of Transport
and Infrastructure

Appointed on 23.d March
2023

7 Ms. Esther Maina

Mr. James Nyambune Alternate to Principal
Secretary in the
Ministry of
Education.

Appointed on 7th August
20r5

8

Alternate to Principal
Secretary, Ministry of
Investment, Trade &
Industry

Appointed on 7th August
2018.

Appointed Acting MD w.e.f.
28th February 2O23.

9 Mr. George Makateto

Appointed on 28th
February 2023.

10. Ms. Lilian Moraa Alternate to Principal
Secretary, Ministry of

NAME POSITION APPOINTED DATE

v
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Railway Centrd Workshops

Workshops Road

P.O. Box 70660-00400
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Railway Central Workshops

Workshops Road

P.O. Box 70660-00400
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Telephone: (2541 O2O-232723O / 58

(2s41 o20-2lroe7o

lnvestment, Trade &
Industry

Appointed as an
alternate to the PS

Ministry of Defence

Appointed on May 2019.
Excited w.e.f. 28fr February
2023

11, f,r. .Iulla frCrlru

Appointed on 23.d April
2023.

t2 fr. Joreph futuma Appointed as an
alternate to the PS

Ministry of Defence

Appointed on 286 October
202r.

Independent Member13 fr. Yettaac T. Duba

Appointed on 28s October
202L.

74 Independent Memberfr. Gcofty Uahtada
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+254 7LO 568 000/3

+2457L6431 114

E-mail: enquiries@nmc. go. ke

Website: www.nmc. go.ke

KCB Group

Moi Avenue Braach

P.O Box 30081

Nairobi, Kenya

Il Iadcocndent Audlton

Auditor General

OfEce of Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

Jl Hlcloel Lcsd advLcrr

The Attorney General

State Law OfEce

Harambee Avenue

P.O. Box 40112

City Square O0200

Nairobi, Kenya
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3. The Board of Directors

He joined the Board on 17th October 2019.

He is a retired Major General of Kenya Nary.

He has vast experience in logistics and

procurement.

Maj. Gen. lRtdf Pastor Awitta,

McH, EBS, ndc(Kf , Psc'USA

(7O yearsf - Chairman of the

Board

He joined the NMC Board on lOth February

2023 ard is visionary leader who is results

driven with extensive experience in

Aviation, proven success in leadership and

a track record of driving business growth.

He is a professional member of Kenya

Airline Pilots Association (KALPA).

Capt. Muhamed Abdi

Mohamed

Chairman of the Board

Holds a Mesters of Buslness

Admlnistration, Awiation Moi

Uaiverslty and a Bachelors of
Arts in Sustainable Human

Development Catholic

University of Eastern Africa.

xt
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Mr. Phillip Nyingi

(55 yearsf Board Member

He holds e M.A (DevclopmeDt

Studiesl from the

International Institute of
Soclal Studies of Erasmus

University, Itetherlands end a

post greduete Dlploma ln
Corporete Governaace from
KCA universi$, Neirobi.

Appointed as an alternate to Head of Public

Service on 3.d September 2O 15.

He exited w.e.f lOth March 2023.

A
Mr. Douglas Menyare (4O

Yearsf

He holds Master of Arts ia
Economics (MA Economicsf

and Master of Buslness

Admlnlstratlon IMBA) both

degrees from the Universit5r

+
iil, -':
Yi-i{

He is Alternate Director to the PS/ National

Treasury and Planning.

He has over 10 years' experience in

Research, Policy formulation and Analysis,

Budgeting, Project Planning and Appraisal,

Resource Mobilization and Monitoring and

Evaluation

xI



www.nmc.go.ke
N u me rico I M ochi ni ng Complex Li m ited
Annual Report and Financial Statements for the year ended June 30, 2023

of lldrcbi aad a Bachclors of
Arts dcgrce in Economics and

Mathematlcs from the

Egerton Unlvcraity,

Mr. J8me8 NJranbunc

157 yearsl

Hc holds e Bschelor of
Techaolog5r ln Educatloa, Moi

Unlverslty and Mesters of
Phllosophy ln Techaologr

Educatloa from Unlverslty of
Eldoret

He was appointed to the Board on 7th

August 2015 as alternate to the PS in the

Ministry of Education.

fr
Ur. Gicorge Mahateto

152 yearsf

He holds fPhil in Technologr

Educatlon lAutomotive

He was appointed on 7th August 2018 as

an aiternate to the Permanent Secretary,

Ministry of Investment, Trade & Industry

(MITI.) He has 25 years'experience in

accreditation and quality assurance,

industrial development, promotion and

productivity improvement.

xl
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Engineeringf and Bachelor of
Technologr Education

lAutomotlve Optionl. He also

holds a Kaizen certiflcation,
ISO Certlfication EIA

Renesable energf & RIO-

SIYB.

Ms. Llllaa Moraa

Holds an LLB ia Lew from
Matererc and a Diploma in
Lew from the Scchool of lew.

Currently persuiag a Mesters

Degree at the unlverclt5r of
Ndrobl

Appointed as an alternate Director Principal

Secretary/ Ministry of Investment, Trade and

Industry On 28th February 2023.

Currently heading the legal unit at the State

Department of Industry. Has wealth of legal

knowledge and has worked with various

government sectors.

xlv
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Appointed as an alternate to the PS Ministry

of Defence in May 2019. Ms. Ng'ang'a She

has over 14 years' erperience in Public

Finance having worked as a Finance Officer

in various Government Ministries.

Exited on 28tr February 2023.

CPAJuh fJujir (13 ycrnl
EoldrolBAlDltulcc ud
r Brdolodr doa!.c h
Ecoooafcr ion ttc
Ut&asd$l of f,drobl. Shc tr
ebo e Ccttlicd Publlc

Accourtrnt rad e ncubor of
ICPAT.

Appointed as an independent Director On

28e October 2021.

She is a strategist with over 15 years'

experience and has been instrumental in

developing policies and plans desigrred to

achieve organizations objectives.

L" Lttrrc T. Irodr

!f9 ycrnl

Eoldr r Xlrt r: DcgEG ltt
Iii.tipoat tad e bechclon

o[ &tar Econonlce t
Soclotogr.
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Mr. Geofrey Uahinda

166 years|

Holds a Bachelor of
Commercc degree.

Appointed as an alternate Director 0n 28fi

October 202 I .

He is a businessman with extensive

experience in private sector, public sector

and broad experience for effective and

efficient delivery of services.

He was appointed Managing Director on

18th February 2O2O. He has over 30 years'

experience Railways maintenance and

operations.

Eng. David Mwadali exited the comp€rny on

28th February 2O23 upon completion of his

contract.

Eng. David Mradali

160 years) Managlng Dlrectot

Holder of BSc Mcchanlcal

Engineering ead MBA in
proJect managemcnt . A

regietercd engineer wtth EBK

and IEK,.

xvt
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n(.--aa

CS. Susea Mungai,

Ag. Company SecreterJr

Susan is the Ag. Company Secretary and a

Member of ICS M/No. 2031. She holds an

MBA in Strategic Management (USIU), Bsc

IBA in Marketing & Entrepreneurship

(USIU), CPS (K) and a Diploma in Human

Resource Management (Kenya Poly). Has

over 10 years' experience handling Board

matters and strates/.

4. Key Management Team

Managing Director

From 28th February 2023

Mr. George Makateto

MPhil, Bachelor of Technologr
Education (Automotive option), Kaizen

Certification, ISO Certifrction, EIA
Renewable Enerry and RIO-SIYB

,t
t

1

xv
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2

Eng. David Mwadali

Member EBK and IEK, BSc Mech. Eng.
& MBA in project management

Managing Director

Between March 2020 to 28th
February 2023

3

Zachariah Magondu

Msc Mech. & Aerospace Engineering,

Bsc. Manufacturing Engineering

Dr. Charles Kireru, Ph.D

Ph.D., MSc, B. Arts, & Higher National
Dip. HRM

,l
" "rf'

Manager R&D & CNC & Fab

4

Manager HR & Admin

xv l
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5

l
$

I

I
CPA Patrick Karlukl

MBA (Finance & accounting), BBM
(Accounting), Registered Member of

CPAK and CPS (Finalist).

Manager Finance & Accounts

6

Zipporah Samoel, MCIM

Professional Dip. in Marketing
(Chartered Institute of Marketing)

Dip. Digital Marketing (on-going)

?
Fredrick okumu

MBA (SCM), BCOM (Finance).

He is registered with CIPS, CPA Part 2.

{f

In-Charge Sales & Marketing

7

Manager Supply Chain
Malagement

xtx
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a

Eng, Pius Githu

PE, MrEK, MrET(K), P.Tech

Bachelor of Technologr in Production
Engineering, Dip.lT, Cert. in Precision

Machining Technolory.

Manager Maintenance

9

Jamee Mwangi

MBA (Finance), Bachelors of Business

Administration (Finance and

Accounting), CPAK and CISA (On-

going)

Manager Internal Audit -

Between J anuary 2027-
January 2023

lo.

CS. Susan Mungai

MBA in Strategic Management, Bsc.

IBA in Marketing & Entrepreneurship,

cPS (K),

Dip. HRM

Ag. Company Secretary

xx
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5. Chairman's Statement

Capt. Muhamed Abdi Mohamqd

CHAIRI,,IAN OF THF BOART)

Dear Shareholders and Stakeholders,

It is my pleasure to present to you the Numerical Machining Complex Annual

Report and Financial Statements for the year ended 30th J:une 2023. It's has

been a challenging period for our company, and I would like to address the

reasons behind our performance and our plans moving forward.

Elnanclal Performance :

Despite our best efforts, we fell short of our revenue and profitability targets for

the year. Our total revenue for the year stood at Kshs.58.7 million which is 4o%

of the targeted annual projected revenues of Kshs. 146 million. Similarly, our net

profit was lower than anticipated, coming in at loss of Kshs.130 million compared

to the expected Kshs.59.2 million target.

Our profitability was also impacted, and we did not achieve the expected margin

growth. The unexpected capital and recurrent budgets cuts and lack of working

capital to execute high value orders lead to lower-than-expected revenues.

During the year, we encountered various challenges that hindered our ability to

meet the set targets. These included: operational challenges, increased market

xxt
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competition, unavailability of production inputs locally and machine sparea,

inadequate working capital, insufficient or no credit terms from suppliers of raw

materials.

Way Forward

As we reflect on the past year, it is crucial that we acknowledge the leosont.

learned and identiff areas for improvement. To ensure a more prosperous future,

we have outlined the following strategies: cost optimization, proceit ;

improvements, customer centric approach, strengthen supply chain, investment

in R&D, market diversification and employee development.

Although we did not achieve our financial targets, we are resolute in our

commitment to driving the success of the company.

NMC has over the last year introduced several new initiatives and measureg to

make our services more efficient and accessible. I take this opporh-rniff to thafik
our customers for their continued support and partnership in t.Ire realizadoo

NMC's core mandate.

The coming year presents opportunities for growth and transformation, arld we'

are optimistic about the future. Together, we will navigate the uncertainties and

emerge stronger, ready to face the challenges that lie ahead.

Apprcclatlon
On behalf of NMC's Board, Management and Staff, I would also like to recognize

the support accorded to NMC by our Parent Ministry of Investment, Trade &
Investment and by our main shareholder, the National Tteasur5r.

t and staff: on behalf of the Board of Directors, I commend youTo managemen

for your tireles

and goals.

s effort and commitment to the attainment of NMC's eet
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truly honoured to serve alongside you as we strive to redefine the role played

NMC arrd drive tJ.e Company towards the realization of its strategic goals and

cctives.

. Muhamed Abdi Mohamed
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6. Managing Director's Report

Sales Revenue

Ksh 58.7lVl

Kenya power

Contract

Youth, Women & PWD

Ksh 28.4lVl

It is my pleasure to present to you NMC financial statement for the year ended

3oth June 2023. NMC continues to make investment towards the attainment of

its goal of becoming the catalyst in industrialization. In this regard, NMC has

invested on new machinery for precision machining and to boost its
manufacturing capacity. In order to utilize the installed capacity, the company

managed to create 54 new accounts during the year culminating to revenues

worth Kshs 8.8 million.

Business Performance Hiehliehts

During the year under review, the company managed to sign a contract with

Kenya Power totaling to Kshs. 119million. With this amount, the company was

on the right path to achieving its set revenue target of Kshs.146miliion.

The company recorded sales revenue of Kshs.S8.7million representing 4Oo/o of

target by end of June 2023 compared to Kshs.78.8million recorded in the

previous year. The decline is attributed to challenges in meeting operational costs

associated with budget cuts in both recurrent and development grants making it
difficult to expedite the execution of signed contracts.

If,r. Gcorye teketco
AG MANAGING

xxiv,.
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VI2O22/23, NMC budgeted expenditure was Kshs.399 million but the total

errpenditure for the year under review was Kshs.258 million lower than

budget because of budget cuts by the Government and low internally

ated revenue.

C progressively involved 168 youth in internship/industrial attachment

against a target of I 19. These programs are essential and help the youth

tion from the educational spectrum to the professional world since they are

ved in actual practical learning.

Acccre to GovG

valued at Kshs.28.4million were awarded to youth, women and people

with dieabilities. This is an increase from Kshs.24million awarded in the

o2L/22.

period under review saw the company undertake the following projects:

(i) Modemization of CNC workshop- NMC acquired, installed and

commissioned a s-A;ds turnmill machine to aid in precision machining

and expanding its manufacturing capacity.

(ii) Kenya Power contract amounting to Kshs.l l9million. The organization

signed a one-year contract for the manufacture and supply of assorted

steel fittings.

oking ahead, our focus FY2O23|24 will be on proactively developing scalable

siness in new markets in Kenya and beyond. To this end our aim is to:
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. Capitalize on the Bottom-up Economic Transformation Agenda (BETA) os
areas of capacity building and manufacturing.

o Roll out products within the cement and mining industry that can 116,

manufactured enmass,

r Develop market driven products.

Aoonccletlon

In conclusion, I want to extend my heartfelt gratitude to all our stakeholdero,

customers, Government, employees for their unwavering support accorded to ui
during the year under review. '

Special mention to our Board of Directors for their support, guidance and wige

counsel which has made it possible for us to achieve our objective.

I would also wish to recognize and celebrate all employees for their continued
egility and resilience through these difticult times. They have demonstrated deqp

commitment to the business. We have no doubt that we will emerge stronger an{
with confidence to look forward to a better future.

As we begin the next chapter of NMC growth journey, our main focus wiU be to-
delight our customers by going above and beyond their expectations thus maldngi

NMC achieve its objectives.

George Makateto

MAITAGINO DIRT TOR



www.nmc.go.ke

N u me ricol M ochini n q Complex Lim ite d

Annual Report and Financial Statements for the year ended June 30, 2023

7. Statement of Performance against Predetermined
objectives for the Financial Year 2022123

NMC is expected to be a key player in driving the country's industrialization

agenda in line with vision 2030. The strategic goals, objectives and initiatives that

NMC focused on achieving over the period. The strategic pillars represented the

focal points within which NMC aimed its strategic initiatives in the transformation

Journey.

These were strategic pillars that NMC had to excel to achieve its mandate: -

1. Enhance development and production of engineering parts and machinery

in support of BETA value chains.

2. To strengthen NMC's institutional capacity.

3. To achieve excellence in service provision.

4. To achieve long-term financial sustainability.

\

ter

ity

NMC developed its annual work plans based on the above four pillar'

A3sessment of the Board's performance against its annual work plan is done on

a quarterly basis. The company achieved its performance targets set for the FY

2022 /23 period for its four (4) strategic pillars, as indicated in the table below: -

PILLAR
c

apacity

PILLAR

Strengtlmtr

instrt

PILLAR 3!

To achievc

rn-servlcc

llence

sion.

PILLAR 4:

To achieve

financial g

xxv
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Strateglc

Plllar
ObJectlvc Key

Perforaanc

o

hdlcetorr

Actlvltlcr Targctr

Increase

development and

production of

automotive parts

in support of BETA

value chains

Number of

automotive

parts

manufactur

ed

Manufacture

of automotive

parts

1000

Enhance the

design and

production of

Machine tools.

Number of

machines

manufactur

ed

Develop and

manufachrre

of machinery

36

Tonnes of

casting

Casting of

foundry

products

150Enhance

production of

railway rolling

stock components

Number of

industrial
parts

manufactur

ed

Manufacture

of steel

industrial
parts

460,135Production of

industrial parts in
support of

sustainability of

existing industries.

No. of

equipment

and training

Acquiring of

R&D

equipment

I

Enhencc

dcvelopment

aad

productlon of
olgtaocrlag
paftr and

nachlnery ln
rupport of
BETA value

chalar

Enhance the

Research and

Development arm

of NMC

Completion

rate (o/ol

Rehabilitatio

n of foundry

and CNC

Workshop

35.27Modernization of

Foundry and CNC

Workshop



3 2Formulation

of policies.

No. of

policies

Strengthen

governance

frameworks.

3Replacement

of the vacalt
position-

5

t7Training 120

Number of

staff

employed.

actty

,a

Transformation of

Human resource to

support NMC

mandate

Increase

by 160/o

from

previous

index

reviorlp

a *oq

from

Increaq

e of9Va

Customer

Satisfaction

index (%)

Undertaking

Customers

satisfaction

survey

Enhance customer

relations and

engagement

8No. of

advertiseme

nt and

exhibition

attended

Undertook

advertisemen

t and

exhibitions

Increase NMC

brand visibility

Achlevc

tn

ro0 65Percentage

of funds

allocated

against how

much was

requested.

Bidding for

resources.

To mobilize

resources to

finance NMC

operations and

growth initiatives

ng Tcrm

ty

achlcvc

clal
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the period NMC was able to contribute to Kenya's BEIA value chains by

and manufacturing of parts totaling to 32,437 . Modernization of foundry

d CNC workshop was another milestone for the Company by acquiring and

one (1) machine wtrich will strengthen machining capacity.

e to increased activities, it necessitated the need to strengthen NMC's

4

d

tional capacity by filling of vacaat positions and providing training to its
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staff. However, the company experienced serious financial constraints due to
budget cuts for both operations and capacity development.

Environmental and Sustainabilit Re ortins
Climate change is one of the most pressing challenges facing our planet today.

The effects of climate change are already being felt around the world, in the form

of more extreme weather events and rising of sea level. Action needs to be taken

to address climate change to prevent devastating consequences.

Kenya has made significant political and economic reforms that have contributed

to sustainable economic growth, social development and political stability over

the decade. However, its key development challenges still include climate change

and environmental pollution.

Numerical Machining Complex exists to transform lives. We have sought to drive

a broad development philosophy and to bring excellence and best practices in the

markets in which we operate. We do this by designing, developing, manufacturing

machines and equipment which provide mechanization which is locally produced

and therefore provide import substitutions and create employment.

We recognize that we have responsibility to our stakeholders to apply the best

practices to manage Environment, Social and Governance (ESG) matters across

our operations. This report details the range of initiatives across ESG indicators

that align our operations in accordance with sustainability principles. This is our

purpose; the driving force behind everything we do. It's what guides us to deliver

our strates/, putting the customer/ Citrzen first, delivering relevant goods and

services, and improving operational excellence. Below is an outline of the

organization's policies and activities that promote sustainability.

Sustainability Stratesv and Profile

The company has taken the sustainability in business operations. We have

aligned our operations to sustainable development goals (SDGSs) namely

xxx
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re ponsible consumption and production, affordable and clean energ/,

n, waste reduction and water management adopted by the company and

edded in our everyday business operations. Responsible consumption and

, innovation, energ/ efficiency increased waste consumption and water

t in the organization makes greater business sense for us to save

, minimize climate change risk, enhance business image, lmprove

tomer and stafr satisfaction.

C advocates for resource effrciency and cleaner production to perform their

in production of steel, engineering design and manufacture of machines

components. This is achieved by continuous application of preventive

ental strategies to processes, products and services in order to increase

and reduce risks to the environment.

company emphasizes the use of 3R (Reduce, Reuse and Recycle) approach to

the amount from generation to disposal. NMC is practicing responsible

ption and production by doing the followings:

n

Use of scrap metals generated to smelt and perform casting into new

products which can be reused or recycled after reaching the end of life'

The casting sand used in the foundry is being reused.

Shifting from coke and oil furnaces to induction fumace which use

electricity as a cleaner enerry.

Partnering with Japanese company to establish an environmentally sound

management of end-of life vehicles (ELVs) in Kenya.

ef Iaawrtloa
C has ideas related to technological innovation identilied for the new products,

sses, organization systems that reduces ener5r consumption, minimizes

iv)

llutants emissions, enhaace environmental quality and encourage the growth
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of a green economy. The company is doing the following through the use of
technologies:

i) Designed and manufactured mini hydro plant generating power being

used by communities.

ii) Designed and manufactured biodiesel plant.

iii) Collaborating with local innovators in designing and manufacturing of
electro mobility to support attainment of SDG 13 on combating climate

change and its impacts.

bf Encrsy cfEclcacv
Countries have set ambitious targets to accelerate the transition to energr
efficiency and renewable energr such as the UN sustainable development Goal 7,

which aims to ensure access to affordable, reliable, sustainable, and modenr

energl for all by 2O30. Corporations a.re also making commitments, with maoy

seeking 100% renewable enerry usage. Our objective is to improve our enef5l.
efficiency through various initiatives.

NMC focuses on using enerry responsibly, where fewer resources are consumed

which helps to reduce the carbon footprint. Energr efficienry allows us optimize

the use of natural resources and create a local economy, thereby promoting

responsible consumptions. The company is doing the following to increase erlerry
efficiency in its operation:

i) Use of alternative power to nrn casting operation and use of power

saving lightings to reduce enerry consumption

ii) Use of systems to ensure energr supplied is consumed

iii) Switching of machines and equipment when not in operations

cf lferte Roductioa

NMC generates rnsfalli6 waste during machining operations. The waste whlch
needs to be managed carefi.rlly to achieve sustainability goals. NMC is

with environmental regulations and has developed an effective waste and material

management process by doing the followings: -
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Implementation of a circular process in recycling metallic wastes'

Maintenance of a lean and green facility.

Protection of the pianet by maintaining a healthy environment'

Implementations of 5S and Kaizen philosophies in waste elimination.

Wetcr f,enercncat
t water management is crucial for sustainable development as it impacts

sectors. It is particularly important to address the environment impact of

related processes as they contribute up to 50% of greenhouse gas

sions. By optimizing water distribution systems and reducing enerry

nsive practices, we can mitiSate carbon emissions and promote a sustainable

, Prioritizing water management not only ensure water availability but also

environmental and economic sustainability.

are dedicated to practicing responsible water management and continuous

to decrease our water consumption and effectively safeguard our water

s. We have put in place various efforts on water management as follows: -

Our water is metered to various consumption points in production

facility to enable us monitor inefficient water usage and track leakages

across the production processes.

We focus to sensitize staff on water consumption and management'

C has put in place initiatives to prevent continued degradation of the

ent in its manufacturing processes. We acknowledge the impact our

rations have on environment. Our approach to environment and

vironmental management therefore involves diligently identiffing and

trolling environment risks from sourcing raw materials to production,

erations, and product distribution across our market of operations. Our aim is

proactively reduce our impact on the environment, champion a proactive

ce in protecting our planets and shape sustainable future.
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In addition, carbon emissions contribute to climate change. The latest reports

have indicated that the world needs to reduce its greenhouse gas emissions (GHG)

by 50% by 2030 and reach net zero emission by 2030 to avoid the worst effects

of climate change. Despite Kenya's minimal contribution of less than O.lo/o to

global greenhouse gas (GHG) emission each year. NMC is actively implementing

strategies to embark on a low carbon trajectory, aiming to achieve carbon

neutrality across our operations.

As part of our contribution, we have made progressive measures to reduce our

carbon footprint by putting in place various efforts. NMC has thereby

implemented a range of initiatives to reduce emissions and promote sustainability

on its operations. Some of the initiatives that NMC has put in place to guide on

environmental sustainability include:

a) NMC procured an induction furnace, which uses cleaner ener$/ as

opposed to the traditional use of coke in its processes. This has

contributed to the reduced uptake of coke hence reduction in carbon

monoxide gas emissions into the environment which has adverse effects

to the environment.

b) The Company contracted NEMA certified waste disposal management

companies to collect used oil. This ensured that the oil supplied was

handled properly from the site to its destination and there was no

spillage on the ground.

Due to financial constraints, the company was unable to dispose used sea sand,

cyanide and asbestos which has to been done by a NEMA certified waste disposal

management company. The Company's key mandate is production of steel,

engineering design and manufacture of machinery and components. In view of

this the Company undertook to recycle waste material generated out of its
products in order to reduce negative effects. This was done by smelting of scrap

metal into billets for re-use in manufacturing machinery and components.

xxxrv



www.nmc.8o.ke
N u m e r ico I M ochi n i ng com p lex Li m ited
Annual Report and Financial Statements for the year ended June 30, 2023

Product Stewardship

Driven by business and consumer demands, NMC strive to ensure that their

products and operations are legally compliant across the globe and satisfy the

company's sustainability objectives. Our multidisciplinary team works

collaboratively with clients to develop and implement practical strategies that

identify, prioritize, and meet these constantly and rapidly-changing demands.

Product stewardship (managing the

compliance, risks, and impact of products) has

become more complex in recent years with the

increased regulations, "voluntary" standards,

and regulatory scmtiny regarding product

contents, safety, and use. Our team undertake

spectrum of activities affecting our product

stewardship, from product concept and design

through manufacturing, distribution, product

labelling, packaging, marketing, sale and use

and, ultimately, recycling and disposal.

To hetp us to cross rnternational borders in different jurisdictions with greater

ease, we evaluate existing and new products for compliance with the regulations

of a potential new market and can help us solve stewardship issues that would

otherwise delay product importations at customs.

NMC strive to stay a step ahead of any necessary compliance changes and to

identify the best ways to comply with changes to regulations and standards before

they become effective. Thus, we undertake pre-development screening to ensure

that products comply with current regulations as well as to identify regulatory

changes that may be on the horizon.

Our sustainability-focused practice also includes on the challenges of emerging

contaminants. These emerging contaminants are chemicals commonly used in

xxxv
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operations, cleaning and other products but identified as posing potential threats
to human health and the environment. We manage by not using materials banned

or phased out, as well as potential risks related to the handiing, sale or disposal

of materials affected by contaminants.

With the growing emphasis on and commercial value of corporate responsibilit5r

and environmental impact, we highlight our current sustainability and

compliance successes or to evolve our businesses to stay ahead ofthe competition

and within the regulatory guardrails.

NMC is committed to managing the health, safety and environmental aspects of

raw materials, intermediate and consumer products throughout their life cycle

and across- the value chain in order to prevent or minimize negative impacts and

maximize value.

NMC purchase raw materials which are of required standard and set regulation.

In the manufacturing set up, the company invested in machines and equipment

which are environmentally friendly during their operation to reduce air emission,

wastewater, solid waste, and other release/ co-products.

The company reduce/ reuse/ recycle raw materials such sand and scrap metals in
the foundry plant operation. In addition, NMC ensure the products manufactured

are within the safety and standard required throughout their life cycle.

Emplovee lVelfare

NMC considers its human capital as an important and integral part of all its
operations. The company thus, is committed to being an equal opportunity

employer by attracting, recruiting, and retaining skilled employees aimed at

ensuring it achieves its strategic objectives. Further, NMC is committed to
promote equity and foster equality at the place of work

"Employee welfare is the cornerstone
of a thriving and compassionate

workplace, fostering a culture of care,

suoDort. and mutual erowth."

q
,"*ri

ai'If
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NMC has approved HR policies namely human resource manual and career

progression guidelines that guides in recruitment and currently the same are

being reviewed to accommodate the changes in the business environment.

The manual also enumerates welfare and benefits initiatives which are geared

towards enhanced employee motivation, retention and improvement of

employees' health and wellbeing

Capacitv buildinc

At the beginning of the financial year, each department provides training needs

assessments which enables the HR department to plan.

Performance Mane ment and Reward

To ensure productivity, the organization employs performance management and

reward system. At the beginning of the financial year, each staff signs a pre-

negotiated targets which will be frequently monitored. Performance appraisal is

done annually and the interventions recommended implemented in the preceding

year.

Emolovee EnEaEementa

Feedback from employees is very vital in any organization. NMC has put in place

ways in which staff can be engaged namely; monthly staff meetings, morning

departmental meetings and employee satisfaction survey which are done

annually.

Gender Equallty

Gender equality and diversity remains a key talent focus area. The gender data

for the period under review was 82.57o male and 77.5o/o female. This has been

attributed by low uptake by female applicants despite equal opportunities

presented to all.

Emplovee Wellness

NMC recognizes that employee's health has a direct impact on performance,

concentration, job satisfaction and mora-le. Consequently, mental and physical

wellbeing of staff is one of the company's priorities. During the year, NMC

ensured that staff and their dependents had medical cover and also organized for

xxxv
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screening of non-communicable diseases (blood pressure, blood sugar, & BMI)

and HIV for staff.

tr/ork Place Safety (OSHI

NMC endeavors to ensure that safety is promoted in all its operational and work

environments, as guided in the provisions of the Occupational Safety and Health

Act (2OO7l. To improve safety culture, NMC has put in place an Occupational

Safety and Health Committee which conducted staff sensitization. NMC will
continue to adhere to OSH provisions in the coming year.

i/ Market place practices-

The company conducts its business in an ethical manner and always strives to

follow the general principles namely; respect for customers & suppliers, honest,

integrity and objectivity.

Integrity is one of NMCs core values and the organization has provided various

ways of reporting corruption related matters namely;

. Suggestion boxes which are placed strategically within the organization

. A link on the website that allows reporting of corruption incidents

The organization has continued to implement the anti-corruption policy and

corruption preventions through the guidance of anti-corruption committee which

comprises of all the heads of departments and Chaired by the Managing Director.

al Responsiblecompetltlonpractlce.
Explain how the organisation ensures responsible competition practices

with issues like anti-corruption, responsible political involvement, fair

competition and respect for competitors.

bl Reeponsible supply chain and supplier relations

Explain how the organization maintains good business practices, treats its

own suppliers responsibly by honoring contracts and respecting paJrment

practices.

c) Responslble marketing and advertisement

NMC is committed to responsible marketing & advertising and in compliance with

the existing laws. As a company that deals with the manufacture of various

xxxv I
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products, machines & machinery, we promote the benefits of our products using

different channels of brand communication.

NMC ensures that its marketing communications are decent, honest and truthful

for its targeted market.

dl Product etewardship

Outline efforts to safeguard consumer rights and interests.

fq Corporate Social Responsibility / Community Engagementa

NMC corporate social responsibility is aimed at creating a positive impact in the

society. The main aim is to contribute to sustainable development through

sponsorship programmes and giving back to the society

During the year under review, NMC sponsored through monetary support the

Tegla Lorupe Peace Foundation a private organization that promotes peace

through sports during their Dialogue and Peace Sports Activity in Turkwel West

Pokot County held on 25th and 26rh November 2022. The event targeted women

and youth as a prerequisite to socio-economic development.

ft
MD NMC handing ouer the cheque to Tegla Lorupe

xxxtx
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8. Corporate Governance Statement

Numerical Machining Complex Ltd is committed to upholding the tenets of good

corporate governance which is a reflection of its core values that include integrity; ,

transparency, accountability, diligence, team spirit, loyalty and care for ttre
environment. The Board has continued to guide the Company towardr.

sustainable long-term success through the exercise of objective and ioformed,

decisions aimed at determining tJle stratery of ttre Company, ensuring that thcrd
is a competent team in place to implement the stratery, adheres to the lawr
policies and effective controls to mitigate risks facing the business.

Board of Dlrcctore

In the period ending 30th June 2023, rhe Board was made up to eleven (11)

members comprising of the Chairman, Managing Director Kenya

Limited, Managing Director Kenya Railways, alternate Directors for permanent

Secretary/National Treasury, the Permanent Secretar5r / Ministry of Education,
the Permanent Secretar5r /Ministry of Transport & Infrastructure, the Permanent

Secreta4r /Ministry of Education, Head of Public Service & Chief of Staff ,tho
Managing Director/NMC arld

backgrounds.

two (2) independent directors of

in tandem with the Memorandum and Articles of Association of ttre
Company.

apt. (Rtd.) Muhamed Abdi Muhamed was appointed as the Chairman of t&O

on 10th February 2023 repLadag Mqjor Gen. (Rtd.) Pastor Awitta,

r George Makateto was appointed the Acting Managing Director and CEO of the
ompany with effect from 28*t February 2023 to replace Eng. David Mwadalt

ment and completion of his term in office.

Boerd



Machlntng Complex Llmited
noport and Flnrnclal Statomentr tor th. year cnded Junc 30, 2023

Board provides leaderstrip and strategic direction to the company arrd is

with the following responsibilities:

o Determining the business strategies, plans and policies that underpin the

corporate strateg/.

r Discuasing and approving strategic plans, policies and annual budgets.

e Continually monitoring the exercise of delegated power by management.

o Ensuring that a comprehensive system of policies is in place and that

appropriate governance structures exist to ensure smooth, efficient and

prudent stewardship of the company.

r Identi& and reviewing key risks, opportunities and strengths relating to the

company.

e Ensuring that the company's organizational structure and capability are

appropriate for implementing strategies.

r Setting policies on internal controls and obtaining regular assurance that

tJre system is functioning effectively and is effective in managing risks'

Board has developed and put in place a Board Charter. The Charter has

ed the roles to ensure there is clear separation of responsibilities as required

good corporate governance.

Mwongozo Code of Conduct permits the Board to set up committees

sting of Board members and departmental heads, who are tasked with

the Board in the execution of its duties and authorities and as defined

the Board.

se committees include:

r Audit and Risk committee

o Tecfurical Committee

r Finance Committee

o Human Resource Committee
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The composition of the Board Committees as indicated in the table below

Maj. Gen. (Rtd.f

Pastor Awitta
Chairman

(Exited9/2/23)

capt. (Rtd.f

Muhumed Abdi

Mohamed

Chairman

( W.e.f

to /2123)

Major Gen. Paul

Otieno

MD/ Kenya

Shipyard Ltd.

Vice Chairman

Chair

(Technical)

Mr. George

Makateto

Alternate to PS,

Ministry of

Investment,

Trade and

Industry

Ms. Lillian Moraa

(Replaced Mr.

George Makateto
w.e.f.2a/21231

Alternate to PS,

Ministry of

Investment,

Trade and

Industry

Mr. Philip M

Nyingi

Alternate to PS,

Chief of Staff &

Head of Public

Service

Mr. James

Nyambune

Alternate to PS

Ministry of

Education

Human

Resource

Board Committees

Audit Finance &
& Risk Technical

Land Ad-

hoc

Name of Director Board Position

xlii



Chair

(Finance)

Mr . .Iulta Waqllru Alternate to PS

Ministry of

Defense

ChairUr

Dr

. Yattaanc

ba

Member

Chairlfir

Mr

Gcoffrcy

hlnda

Member

u,
B.

. Rctaay
cch

Member

{u,
& ljnyera

. Douglar Member

M:

Mr

Erthcr
rtne

Member

Chair

(Finance)

Ut

U1

'. Jorcph
ftuma

Member

Member ./Ur

rl
r. Uary
BOlyG:r
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Board of Directors meets regularly as required in order to effectively and

tly monitor the implementation of the Company's planned strategies,

it in conjunction with its furancial performance and business development

approve issues of strategic nature.

e notice, agcnda and detailed Board papers are circulated on a timely basis to

that the directors receive accurate, timely and clear information for

n making.

Board held four (4) fi.rll Board meetings and Iive (5) special Board meetings

d

10

the year in review as below:

xli



www.nmc.go.k6 -
Numericol Mochininq Complex Limited
Annual Report and Financial Statements for the year ended June 30, 2023

5 4 1 1 4 o 1

Capt.
Muhamed
Abdi
Muhamed

1\4

MaJ. Gen, P.
Awltta

4\s 3\4 1\1

Mr, George
Makateto

4\s 3\4 3/4 1\1

Mr. Phillp M,
Nyingt

3\s 3\4 1\1 1 1

s\s 4\4 1\1 4\4Mr. Jemes
Nyambune

1\1

Ms. Yattanne
Duba

s\s 2\4 1 1 2\4 1\1

4\s 1 4 l\rMr, Remmy
Koech

s\s 2\4 1\1 1 1Mr. Geoffrey
Mahinda

3\s 3\4 3\4 1 1

Mr. Douglas
Manyara

4\s 4\4 I
,l

1 1

Mr.
Livingetone
Mburu

2\s 3\4

2\4Ms. Llllan
Moraa

1\s

Special
Board
meetin
gs

Board
Meetin
gs Financ

e&
Techni
cal

Land
Ad-
hoc

Total No. of
Meetings

Human
Resourc
e

Audit
& Risk

Board
Inductio
n

Finan
e&
Audit

1

1\1

l\1

1\rMs. Julla
WanJiru

xliv
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members were remunerated for their services in accordance with the

t legislative provisions or as guided by the State Corporations Advisory

ttee.

rs were entitled to sitting allowance for wery meeting attended, lunch

(in lieu of lunch being provided), accommodation allowance and

reimbursement where applicable within set limits of the State

ations.

addition, the Chairman is paid a monthly honorarium.

of Dlrcctorrt cmoluacatr durlry the ycar arc rhowa belorr

BoardroornChdrmalI o Alloseacc
N/AI Kshs.80,000Honoraria

Kshs.20,000

per sitting
Sitting Kshe.20,00o per sitting

N/AAirtime {mobile) 5,000 per month

Kshs.2,000 per

day

Kshs.2,000 per dayLunch

I Transport Determined by prevailing guideline, National

Treasuqr Circular 20f5 paid at prevailing AA of

Kenya rates

I Personal Accident

Cover (not life)

Procured competitively

Medical Expenses Inpatient Kshs.2million per annum.

Outpatient Kshs.1O0,000 per annum and last

expense (self) Kshs. 1 00,000.
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ADDointment end Removal of Directorg

Appointment and remova.l of Directors are made in line with legal and statutory

requirements i.e the Constitution of Kenya 2010, NMC Memorandum and Articles

of Association and the State Corporations Act. The appointment takes into

consideration the mix of skills and competencies required for the achievement of

the Company's long-term goals.

Induction and Training
The new members were not taken through a full and formal training organized by

State Corporations Advisory Committee (SCAC) as required by Mwongozo to

ensure they are provided with knowledge and information to enable them to add

value to the Board.

However, the same is scheduled to be facilitated in FY 2023/24.

Succession Planning

Under Mwongozo Code of Governance, the appointing authority is required to

ensure the tenures of the Board members are staggered to ensure a phased

transition.

The Chairperson, members and Managing Directors have different dates of

appointment.

Ethlcs and Conduct

The Board ensures ali Board members subscribe to the code of ethics and

conduct promoting ethical conduct and sanctions of misconduct.

Governance Audit
The governance audit was not conducted during the period in review.

4
.!
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Directors declare conflict of interest in respect to the agenda items to be

ed in every meeting. SCAC is required to undertake the govemance audit

with Mwongozo Code of Governance.
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9. Managenent Discussion and Analysis

Oocratlond Pcttormencc
One of the strategies that the company employs is Government to Govemment

procurement especially for the energ/ sector which has several fabrication
products namely steel fittings and meter seals. NMC has six (6) business units
that contributes to sales revenue.

In the year under review, the company managed to manufacture several products

and offer services as shown below:

AMOUNT KSHS'OOO

1 ncc 831
. Machine tools & Machinery

. Foundry casting of ferrous products

rlrr:" Manufacture of general spares &
Components

General Fabrlcation
:'I

. EnglncerlrBrtrvsrc &

. Ensin8erint S€wlcet

Flnancld Pcrfornancc
During the year under review the company's turnover decreased by 25,5o/o to

stand at Kshs.58.7M from Kshs.78.8M reported in the FY 2022.

NMC total revenue for year ended 30th Jlu::e 2023 was Kshs.225 million. This

represents a drop of 27o/o compared to revenues received in financial year 2O2L-

2022.



www.nmc.go.ke
Nu m e rical M ochi n i ng Com pl ex Li m ited
Anhual Report and Financial Statements for the year ended ,une 30, 2023

5
F.
b

f'
h

F.

H

The drop was caused by budget cut both in recurrent and development grants.

Additionally, the targeted internally generated revenue was not achieved due to

lack of working capital to execute high value orders. To mitigate the challenge

NMC applied for a loan facility to process Kenya Power order of Kshs.119m' This

had not been processed by the end of the financial year.

Total Revenue for the last Five Years

350,000

300,000

250,000

200,000

150,000

100,000

50,000

a lntornJl y Grn{'rrl{rd
Rev{,rrf (SHS 000

6ov('rllrrrrrt (rr.rnt

Re. ul.ft KSH\ (l0O

Gov(]rnnrenl 8 r.r rt
Development K Sl-15 000

I I
2018-19 2019-20 2021-21 2021-22 2022-23
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F
h

NlllC's kev ro ects or investments decision imolemented or ongoItl g-

The company has a key project of Modern2ation of Foundry and CNC workshop

whose estimated cost is Kshs.1.7888. Currently we have received Kshs.602m

culminating to a project completion of 33.67%o. The funding received has

facilitated the purchase of machines and equipment during the year in review'

ItlIlIC's comollance slth atatutorv reouirementg
Due to budget cuts on recurrent expenditure for financial year 2022 /23 the

company was not able to meet its statutory obligation for the last quarter of the

Iinancial year.

L

Ifaior Riska Faclns the Orcanizatlon

xlix

i. Operatlon rlaks
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Rgvlcs of tLc cconoray.
The countqr economy has been greatly affected by the drought and

Taking into account the adverse impact of tlre ongoing drought conditiom;

This includes various factors that contributed to failures in execuEoa of i

operations and may negatively affect the overall performance of the company

a. Failure to automate our processes.

b, Delay in disbursement of grants.

c. Demotivated staff due to delay in salary ald other staff deductions,

It. ffnaaatal Rtrkr
Risks in this category includes factors that alfects internal financial operations

a. Inability to raise adequate revenue

b. Inability to meet financial obligations

Itt. Stratcglc Rltkr
This risk involves the decision tJre company make. During the year NMC wat
faced by the following: -

a. Dra-ft strates/ still awaiting approval by the board

b. Inadequate resources to discharge its mandate

lv. Martct Rlrk
This is risk associated with change of market prices which includes

a. Depreciation of Kenyan currency against foreign currencies,

b. Commodity prices and interest rate. NMC is currently atrected by
commodity prices and interest due to heavily relying on importa

machines, equipment and raw materials.

Uaterld Arrcen ln Strtutorv ud Othcr Ehraclel OUlmtloan.
NMC has an arrears Of Kshs.42,712,543 due to withdrarral of IGhs.SOM froa
recurrent budget.

The Company has an outstanding matter of tax payable to Kenya Renenuc

Authority of Kshs, 52,282,747 being corporation tax, VAT and withholding tat,

The ligure includes interest and penalties which has been accrued over a l,or1g

period of time.
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pressures as well as other external pressures. The economy was

ected to grow by 5.5% in 2022 and will recover to 6.10/o b 2023.

regard to manufacturing sector, GDP is estimated to have grown by 5.5% in

firtst quarter of 2023 compared to 4.8o/o growth in the corresponding quarter

2A22, thie growth if manufacturing will give opportunity for NMC to supply

ustrial spare parts, steel fittirigs, castings to the various industries.

C'e land at Athi River can be used for establishing a green manufacturing hub

a Common User Facility (CUF) by the SMEs to design and manufacture parts

components for automotives and industries ranging from electric cars,

ctronics components, solar systems, machines and equipment.

measures put in place by management to mitigate and improve the

performance in the coming year include: -

o Reduction of cash conversion rycle.

r Frame work contract with suppliers to ease delivery of material inputs and

in conformity with PPAD Act 2015.

o lnvest in machine and people to enhance production elficiencies.

o Negotiate credit terms with our main suppliers in order to improve on cash

flow.

uLtt

C is sourcing for the fund to'Iirst gecure the land and thereafter plan how to

lop the areas to become a green manufacturing hub.
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1O. EnvironmentalandSustainabilityReporting

(a) Responsible competition practices

NMC practiced a set of business practices that promoted healthy market

dynamics, fostered innovation, and benefited both customers and its business

without resorting to unethical or anti-competitive behaviour.

(tf The key anti - corruptlon aspects practiced by NMC were:

. Compliance with Anti-Corruption Laws:

NMC strictly adhered to anti-corruption laws and regulations which prohibit

bribery, extortion, and other forms of corruption in business transactions. NMC

has a robust internal control system to prevent corrupt practices within the

organizations.

. Reporting and Whistleblower Protections:

NMC encourages employees, suppliers, and other stakeholders to report any

suspected corrupt practices. The company has developed and implemented a

whistleblower protection policy that ensures that those who report corruption are

safeguarded from ret aliation.

(ii| The key aspects on NMC's lesponsible political involvement rpere:

. Publlc Interest Advocacy:

NMC advocated for policies that promote the public interest and contribute to the

betterment of societSr. For example, the proposed bill on scrap metal.

f'fDr
l!
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. Respecting Diversity of Opinion:

NMC respected the diversity of political opinions among their employees,

customers, and stakeholders. It avoided the appearance of coercion or pressure

to align with specific political beliefs fostering a culture of inclusivity and respect.

(iii) The key aspects on fair comPetition practices by NMC were:

o AvoldedAnti-Competitive Behavlour:

NMC refrained from engaging in anti-competitive practices such as price-fixing,

bid-rigging, market allocation, or collusion.

o Transparent Pricing aud Terms:

NMC provided transparent pricing information and terms of sale to customers on

its cost sheet.

o Quality and Safety Standards:

NMC prioritized the quatity and safety of their products and services. It invested

in research and development, adhered to industry standards, and ensured their

products and services meet customer expectations.

o Respect for Intellectual Property Rights:

NMC respected intellectual property rights, including patents, copyrights, and

trademarks. For example, on the electric motor cycle, NMC did the design of the

motor cycle brought in by stakeholder without violating his proprietary rights.

. Competing on Merit:

NMC focused on competing based on product quality, customer service, and

innovation rather than engaging in unethical tactics to gain an advantage in the

market.

o Avoided Predatory Pricing:

NMC refrained from engaging in predatory pricing, where prices are set below cost

with the intent to drive competitors out of the market.

. Accurate Advertising and Marketing:

liii
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NMC ensured that their advertising and marketing are accurate and do not

mislead consumers. During trade exhibitions held across the country, NMC

provided accurate information to the potential customers.

(ivf The key aspects on respect for competltors by NMC were:

. Maintalning Professionalism:

NMC maintained professionalism in their interactions with competitors. This

included adhering to ethical business practices, respecting intellectual property

rights, and engaging in fair play.

. Recognlzlng Competitors' Strengthe:

NMC acknowledged the strengths and achievements of their rivals. This not only

promoted respect but also inspired it to strive for continuous improvement.

. Cooperatlon ln Indugtry Inltlatlves:
NMC co-operated with competitors in industry initiatives, such as setting

industry standards, addressing common challenges, or advocating for the

interests of the sector.

(b) Responsible supply chain and supplier relations

NMC focused on responsible supply chain management and cultivated positive

relationships with its suppliers. This demonstrated commitment to ethical

standards, transparency, competitiveness, fairness, cost -effectiveness and equity

in the supply chain processes.

(i) NMC's key aepects on horr lt malntained good business practice:

. Compllance with legal requirements

NMC supply chain management is embedded on ethical sourcing practices. It
prioritized suppliers that adhere to the dictates of the Public Procurement and

Asset Disposal Act, 2O 15 and its attendant regulations.

liv
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o Traneparency:

NMC undertook its supply chain activities in a transparent manner by

disseminating information on invitation to tenders through the Public

Procurement Information Portal and the company website. The results of the

tenders are also published on the same platform informing the tenderers and the

general public on the outcome of the tenders.

. Supplier Diversity and Inclusion:

NMC emphasized on suppiier diversity and inclusion promoting a more equitable

business environment. NMC actively engaged with diverse suppliers, including

youth-owned enterprises, women-owned enterprises, and enterprises owned by

persons with special needs.

. Risk Management:

NMC supply chain management activities

involved identi$ring and mitigating potential

risks, such as supply disruptions. It

developed and implemented risk

management strategies to ensure the

resilience of the supply chain. Some of the

strategies deployed by NMC include:

Continuous monitoring of stock levels to

avert stock outs ald emergency purchasing,

enhancing compliance of the PPAD Act,

2Ol5 through training and implementing.

(iif NMC'e key aspects on how it treats lts own suppliere responsibly by

honouring contracts:

o Clear and fair contracts

NMC engaged suppliers, service providers and contractors in a transparent

manner through the public procurement information portal, clearly outlining the

n

RISK

lv
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terms and conditions, payment schedules, delivery expectations and any other

relevant details to avoid ambiguity and potential disputes.

o Ertabltrhlag comnualoatlon ohannelr

NMC maintained open and effective communication channels with suppliera,

service providers and contractors to address any concerns, changeo ln
requirements or unexpected changes in requirements that arose during the

colrrse of the contract. This was done through the standard tender documentl.

where tenderers were provided with an address to communicate any ieouor

arising out of the process.

o Collaboratloa and capeclty butldlng

NMC worked closely with suppliers to enhance their capabilities, improve quallsr,

and align with industry best practices. The Company held a sensitization forxrts

for its suppliers to sensitize them on the needs of NMC and on how the two cqrl

have a stronger buyer -supplier relationship.

(lfll Rcrpecttng paynont practlcc!
o Tlnely ard cond.tGnt payEont!

NMC paid its supplers promptly and consistently within agreed - upon terrEs.

y delayed payments to suppliers arising from unforeseen circumstancea watr

unicated and commitment given when paJment will be settled.
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Report of tte Directors

Directors submit their report together with the audited financial statements

the year ended 30th J:uu:re 2023 which show the state of t}:e ampang's affairs '

Hnclpal actlvltler
principal activities of Numerical Machining Complex Ltd are the commercial

uction of steel, engineering design and development of machinery and

ponents.

Bcrultr
results of tJle company for the year ended 30s Jun'e 2023 are set out on page

(1) during the year the company made a loss of IIrhs.129r988,8O9 during

financial year 202212023 compared to Krhr.59'193,273 in tJle

o2L/2022.

Dlrcctor
members of tJ:e Board of Directors who served during the year are shown on

(xi-xiv) In accordance with Regulation of the state corporations Act (Cap

6).

Audltorr

Auditor General is responsible for the statutory audit of Numerical Machining

plex Ltd in accordance qrith Article 229 of the Constitution of Kenya and the

blic Audit Act 2015.

Order of the Board

$ag,tril l.l^rNqkl ?s
C8. Suraa llungd A$aturc Datc
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L2. Statement of Directors' Responsibilities

Section 81 of the Public Finance Management Act, 2072 and (section 14 of the

State Corporations Act, require the Directors to prepare financial statements in

respect of that entitA, which give a true and fair view of the state of affairs of the

entitA at the end of the financial year/period and the operating results of the

entitg for that year/period. The Directors are also required to ensure that the

entity keeps proper accounting records which disclose with reasonable accuracy

the financial position of the entitg. The Directors are also responsible for

safeguarding the assets of t}:.e entitg.

The Directors are responsible for the preparation and presentation of the entity's

financial statements, which give a true and fair view of the state of affairs of the

entity for and as at the end ofthe financial year (period) ended on June 30, 2023.

This responsibility includes: (i)Maintaining adequate financial management

arrangements and ensuring that these continue to be effective throughout the

reporting period;(ii)maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the entity; (iii)Designing,

implementing and maintaining internal controls relevant to the preparation and

fair presentation ofthe financial statements, and ensuring that they are free from

material misstatements, whether due to error or fraud; (iv)Safeguarding the

assets of the entity; (v)selecting and applying appropriate accounting policies;

and (vi)Making accounting estimates that are reasonable in the circumstances.

The Directors responsibility for the entif5r'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 (IFRS), and in the manner required by the PFM Act,2Ol2

and (the State Corporations Act)

lviii



M ochl nl ng Co mpl ex Llmite d
naport and Flnanclalst tememr for thc year cndod June 3O,20i23

OT DIRECIORS' RESPIONSIBILITIES (ContINUCd)

Directore are of the opinion that the enfiA's financial statements give a true

fair view of the state of entitg's transactions during the linancial year ended

30,2023, and of the entitg's finalrraal position as at that date. The Directors

confirm the completeness of the accounting records maintained for the

, wlrich have been relied upon in the preparation of the entifo's fnancial

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

has come to ttre attention of the Directors to indicate that the entifu $11

remain a going concem for at least the next twelve months from the date of

statement.

6f f.f,6 fitanq[al rtatC6Crt!

entiS's financral statements were approved by the Board on

and signed on its behalf by:

CAPT. UUIIAIIED ABDI UOHAUED

BOARD CIIAIRIIAII
CEORGE UAI(A'rETO

Ag. MAIIAOMG DIRtgfOn
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REPORT OF THE AUDITOR.GENERAL ON NUMERICAL MACHINING COMPLEX
LIMITED FOR THE YEAR ENDED 30 JUNE,2023

PREAMBLE

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion
I have audited the accompanying financial statements of Numerical Machining Complex
Limited set out on pages 1 to 57, which comprise of the statement of financial position as

Rcport o;/ the Auditor-General on Nunrcrical Mu<hining ('omplex Limitedfor the ycor ended 30.lune, 202j
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at 30 June, 2023, and the statement of profit and loss and other comprehensive income,
statement of changes in equity, statement of cash flows and statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 ot lhe Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the basis for Qualified
Opinion section of my report , the financial statements present fairly the financial position
of the Numerical Machining Complex Limited as at 30 June, 2023 and of its financial
performance and its cash flows for the year then ended, in accordance with lnternational
Financial Reporting Standards (IFRS) and comply with the Companies Act, 2015.

Basis for Qualified Opinion

1.0 lnvestment Property

As previously reported, and disclosed in Note 13 to the financial statements, the
statement of financial position reflects Kshs.965,678,998 balance in respect to property
plant and equipment which includes Kshs.290,000,000 for land. However, the following
observations were made.

1.1 Long Outstanding Debtors

As previously reported, the Government of Kenya in 't 994 allocated the Company land
measuring approximately 703.59 hectares in Movoko, Athi River. ln 2001, the Company
with the consent of the Government sold part of the land measuring 242.89 hectares to
individuals and other entities whose titles deeds have not been wholly processed and
released. The Company continued to pay rates based on the original title deed up to
2009. Further, a net amount of Kshs.6,640,310 due from individuals has remained unpaid
since 2001. The recoverability of the debt therefore remained doubtful.

1.2 Encroachment of Land

The remaining portion of the unsold land measuring 460.70 hectares was not fenced and
has been encroached by informal settlers and other parties who have put up permanent
structures. Further, the portion of land was revalued at Kshs.290 million in 2009 and
revaluation gain of Kshs.1 58,993,190 arising thereon approved by the Board for inclusion
in the financial statements in October, 2016. However, the Company has not revalued
its assets in the last thirteen (13) years to take cognizance of drastic change in value of
its assets. This was contrary to lnternational Accounting Standard No. 16 which requires
that property plant and equipment be revalued after every three (3) or five (5) years. The
presence of informal settlers has largely impaired the value of the land.

1.3 Title Deed not Updated

On 14 January,2003 a new title deed was issued to the Company for a parcel of land
measuring approximately 202.4 hectares which did not match the actual size of the land

Report ol the Audilor-General on Nunt$ical llachining Comple.r Linited for thc yeor encled 30 June, 202 3
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of 460.70hectares. AletterfromtheMinistryof Landsdated 17February,2009indicated
that the tirle had been subdivided and new Land Reference numbers (Ltt's) given,
however Management did not provide the new title deed for audit.

ln the circumstances, the accuracy, ownership, valuation and security of the land balance
of Kshs.290,000,000 could not be confirmed.

2.0 Lack of a Fixed Assets Register

The statement of financial position and as disclosed under Note 13 to the financial
statements, reflects Kshs.965,678,998 in respect to net book value balance of property,
plant and equipment. However, the balance was not supported with a fixed asset register
indicating the address, area, dates of acquisition, capital expenditure and other pertinent
details as required under Regulation 143(1) of Public Finance Management (National
Government) Regulations, 201 5.

ln the circumstances, the audit could not confirm that the assets of the Company had
been properly safeguarded and that the reported property, plant and equipment balance
of Kshs.965,678,998 was fairly stated.

3.0 Trade and Other Payables

As previously reported, Note 22 to the financial statements reflects a balance of
Kshs.21 5,613,602 relating to trade and other payables. However the following
observations were made:-

3.1 Long Outstanding Payables

As previously reported, Note 22 to the financial statements reflects a balance of
Kshs.53,782,747 relating to other payables. lncluded in the balance is an amount of
Kshs.52,000,000 relating to tax liability following tax assessment by Kenya Revenue
Authority that has been outstanding since 1999 and continued to attract penalties and
interest.

3.2 Unsupported Trade Balances

The trade and other payables balance includes Kshs.82,'l83,431 comprising of
Kshs.3,000,000, Kshs.5,667,261, Kshs.3,490,647, Kshs.57,034,782 and
Kshs.12,990,741 in respect of University of Nairobi advances, sundry creditors,
withholding tax, accrued gratuity and staff expenses respectively for which supporting
documents were not provided.

3.3 Undeclared Trade Payables

As previously reported, the Company received orders for manufacture of machines for
the Constituency lndustrial Development Centres worth Kshs.26,597,000 some years

Report ofthe Auditor-Gcncral on Numerical Machining Conplex Limitedfir the year endcd 30 June. 2023
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back. However, review of the records showed that as the time of audit, the Company had
produced goods worth Kshs.9,496,329 against paid up orders of Kshs.26,597,000
resulting to an amount of Kshs.17,100,671 still owed to the State Department for
lndustrialization. These liabilities had not been reported in the Company's financial
statements under trade payables as at 30 June, 2023.

ln the circumstances, the accuracy and completeness of trade payables balance of
Kshs.215,613,602 could not be confirmed.

4.0 Unsupported Trade and Other Receivables

As previously reported, and as disclosed in Note 16 to the financial statements, the
statement of financial position reflects a balance of Kshs.112,387,196 for trade and other
receivables. The amount was net of provision for bad and doubtful debts of
Kshs.55,215,962. However, the following observations were made: -

(i) The balance included staff receivables amount of Kshs.1 ,071 ,255 tor salaries
advances from staff who have since left the Company's service and other
receivables of Kshs.34,253,215 whose analysis was not provided for audit
verification.

(ii) As previously repo(ed, the deposits and prepayments includes as amount of
Kshs.l ,544,762 relating to deposits for tenders and performance bonds the
Company participated in, however evidence in support of the long outstanding
balances was not provided for review.

(iii) lncluded in trade receivables is a debt of Kshs.17,019 ,282 due from a local
Company, whose recoverability was doubtful. Further, Management did not provide
analysis of the provision for bad and doubtful debts balance of Kshs. 55,215,962.

(iv) The balance is net of credit balances of Kshs.2,865,830. This is contrary to the
provisions of Paragraph 32 of the lnternational Accounting Standard (lAS) No. 1

which states that an entity should not offset assets and liabilities or income and
expenses, unless required or permitted by an IFRS. This negative balance that
reduced the trade and other receivables balance by an equivalent amount was not
explained.

ln the circumstances, the accuracy and completeness of the trade and other receivables
balance of Kshs.1'12,387,196 could not be confirmed.

5.0 Material Uncertainty in Relation to Going Concern

As previously reported, the statement of profit and loss and other comprehensive income
reflects a loss of Kshs.129,988,809 (202112022 loss Kshs.S9,193,273) during the year
under audit. The loss together with a prior year adjustment of Kshs.57,988,041 increased
the accumulated loss from Kshs.1,726,117,837 to Kshs.1,798,118,605 as at
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30 June, 2023. However, Management has not explained and provided evidence to show
how the Company intends to turn into profitability.

ln the absence of the actions being taken to reverse this loss-making trend, the
Company's continued existence is dependent upon the financial support of the
Government and its creditors.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). lam independent of Numerical Machining Complex Limited
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
of Kshs.316,830,000 against actual receipts on comparable basis of Kshs.186,858,527
resulting into a short fall of Kshs. 1 29 ,97 1 ,473 or 41 % of the budget.

The shortfall of the receipts affected the planned activities of the Company and may have
impacted negatively on services delivery to the public.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those mafters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Matters

ln the audit report of previous years, several issues were raised under the Report on
Lawfulness and Effectiveness in Use of Public Resources and Report on Effectiveness
of lnternal Controls, Risk Management and Governance. However, Management has not
resolved the issues as at 30 June, 2023.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, except for the effect of matter described
in the Basis for Report on Lawfulness and Effectiveness in Use of Public Resources, I

Reporl of the Auditor-Aeneral on Nunterical Mochining Oomplex Linited for the )'ear "r4", 
tO trn", ,0, t
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confirm that, nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and ih an effective way.
Basis for Conclusion

Failure to Deliver on Tender for Supply of MV & HV Fittings to KPLC

The Company entered into a contract to supply the Kenya Power and Lighting Company
(KPLC) with MV & HV Fittings through tender No. KPL/9A.3/DT/09121-22 on
27 October, 2022.The Tender period was for 12 months to 26 October, 2023 and the
total tendered fittings amount was Kshs.138,745,657 . As at the time of the audit, the
Company had only delivered fittings worth Kshs.66 million or477o of the tendered amount
while the tender period had lapsed.

This is contrary to Section 79(1) (b) (i) (ii) of the Public Finance Management Act which
requires a public officer employed in a National Government state organ or public entity
to ensure that the resources within the officer's area of responsibility are used in a way
which is lawful and authorized, is effective, efficient, economical and transparent.

ln the circumstances, the management was in breach of the law

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. 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 overall 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.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Companies Act, I report based on my 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 Company, so
far as appears from the examination of those records; and,

The financial statements are in agreement with the accounting records and
returns.

Report ofthe Autlitor-(]enerol on Numerical Machining Conplex Linitedfor the year ended 30 June, 2023
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Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective internal control as Management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether
due to fraud or error and for its assessment of the effectiveness of internal control, risk
management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
Management is aware of the intention to liquidate the Company or to cease its operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement and weakness when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,

Reporl ofthe Auditor-General on Nunerical lvlachining ('onplex Limiledfor lhc year ended 30 June, 2023
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financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) oI the Constitution
and submit the audit report in compliance with Article 229(7) ot the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public AuditAct, 2015 and submit
the audit report in compliance with Article 229(7) ot lhe 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
performlng 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
Company's 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

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 Company'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 Company to
cease to continue as a going concern.

Report ofthe Auditor-General on Numerical Machining Complex Limitedfor the year ended 30 June, 2023
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a

a

a Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represernt 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 Company to express an opinion on the financial statements.

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

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

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

FCPA BS
AUDITOR-GENERAL

Nairobi

01 February,2024

Report oJ the Auditor-General on Numericol Machining Complex Limitedfor the year ended 30 June, 2023
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Nu me ricol M ochi ni ng Compl ex Li mited
Annual Report and Financial Statements for the year ended June 30, 2023

14. Statement of Profit and Loss and Other
comprehensive income for the year ended 30th June
2023
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Revenues

6 58,736,O27 78,826,643Revenue from Contracts with Customers
(1s8,605,148)7 (t53,s26,6791Cost of sales

179,778,5061194,79O,65.21Gross profit

Other income
252,808,7478 224,400,1t7Grants from the national government

2t8,352 130,081Other income 9

I29,a27,a17 173,160,362Total revenues

Operatlng expensea

10 (249,OO2,259], (22O,25O,s72)'Administration costs

11 (1O,8r4,367l' (12, 103,063)Selling and distribution costs

t2 1259,816,6261 (232,353,6351Total operatlng expensea

|.59,193,2731(129,988,8091Proflt/ (lossf before taxatlon
0 0fncome tax expense/ (credttl

(129,988,8O9) 159,L93,273l,Proflt/(lossl after taratlon

0oEarnings per share - basic and diluted
0 oDividend per share

Other comprehenslve income
0oProfitl (lossl after taxation
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N ume ricol Mochi ni ng Com plex Li m ited
Annual Report and Financial Statements for the year ended June 30, 2023

Surplus or deficit on revaluaLion ofPPE 0 0tI
Re-measurement of net defined benefit
liabilify

0 0l

Fair value gain/(loss) on investments in
equit5r instruments designated as at
FVTOCI

0 oi

Total comprehenslve lncome for the
year

(129,988,8O91 159,193,27 3l;
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N u m e rico I M ochi ni nq Com p lex Li m ited
Annual Re port and Financial Statements for the year ended June 30, 2023

15. Statement of Financial Position as at 3O June
2023

Assets

Non-Current Assets
230,590,82613 965,678,998Property, Plant And Equipment
290,000,00014 0Investment Property

965,678,998 52O,59O,826Total Non-Current Assets

Current Aseets

I 16,955,653 75,966,O2215Inventories
89,sog,64716 1t2,387,196Trade And Other Receivables

t56,779,4241,490,t4077Bank And Cash Balances

322,255,O9323O,832,989Total Current Assets

a+2 a45 9191 947L96 511TOTAL ASSETS

Equlty And Llabillties

Capltal And Reeerves

1,2t4,O24,64618 t,2t4,o24,646Ordinary Share Capital

598,387,541 158,993,19019Revaluation Reserve

(r,726,r17,8s7],20 11,798,t 18,605)Retained Earnings
I,O24,aa2,420966,604,8032lCapital

ooProposed Dividends
736,408,0859ao,898,385Capltal and Reeerves
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N umericol Mdchining Com plex Lim ited
Annual Report and Financial Statements for the year ended .,une 30, 2023

The financial statements were approved by the Board on

and signed o behalf by:

2023

(^,+ +:

Name: /,/pir""tJ"f,of
General/C.E.O

NlaKc{r E [.,**.( MName: Patrick Kariukl Neme:

C-.r,rf M'
Chairman of the Board/M.D Head of Finance

ICPAK M/NO: LL77O

Non-Current Liabilities

Total Non-Current Liablllties o 0

Current Liabilities

Trade And Other Payables cc 215,613,602 171,063,501

Total Current Liabilitiee 2t5,613,602 171,063,5O1

Total Equity and Liabilities 1.196.511.987 842.445.919

.,, )
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Numerical Machining Complex Limited
Annual Report and Financial Statements for the year mded June 30, 2023

t6, Statement of Changea in Equity for the lrcar cndcd 3O Juae 2V2g

5aryi:'

777,954,479o lr ,666,924,5641 o t,o7 r,461,207t,2t4,o24,646 158,993,190As at July l, 2021

(59,19s,273)(59, 193,273)Profit for the year

35,OOOO,OOO 35,0000,oooCapital/development grants
received during the year

141,974,747 141,974,747

Transfer of
depreciation/ amortization
from capital fund to retained
eamings

67\7A2,419[t,726,LL7,A37t. o \o24,482,420t,214,o24,646 154,993,r9() oAs of Jutre 30, 2022

o \o24,442,420 67t,7A2,419154,993,r9() o lt,726,tl7,a37lA! at JuIy 1, 2022 1,214,o24,646

439,394,351439,394,351Reva-luation gain

57,988,04157,988,04 iPrior period adjustment

(129,988,8O9)(129,988,8O9)Profit for the year

38,000,000 38,000,000Capital/development grants
received during the year

196,277,6t71 196,277 ,6171

Transfer of
depreciation/ amortisation
from capital fund to retained
earnings

98O,898,385o 966,6()4,8031,214,o24,646 598.387,54r o 1r,798,1r8,60s)At June 3(), 2023
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Note:

1. NMC did valuation of asset and gain on tJle revaluation is credited to revaluation reserves

2. Prior year adjustment relates to write back of expenditure/ liabilities which has been in our book erroneously



Numericol Mochining Complex Limited
Annual Report and Financial Statements for the year ended June 30, 2023

17. Statement of Cash Flows for the year ended 3O

June 2023

Cash flowe from operatlng activities

23 5,482,O94 38,7Ll,604Cash generated from/(used in)
operations

o0Taxation paid

38,7LL,6045,482,O94Net cash generated from/(used inf
opetating activities

Cash flows from invegting activities

147 ,ssl,e76)13 (113,569,863)Purchase of property, plant and
equipment

18,A4O,3721(113,569,8631Net cash generated from/(used inl
investing activities

Cash flows from financiag actiwities
(47,20 i,51s)

$6,9e7,786\Increase in capital grants

((46,987,7861l47,2OL,5t5l
Net cash generated from/(used inf
fiaancing activities

(55,819,158)(155,289,2841Increase/ (decreasef in cash and cash
equlvalents

L56,779,424 2L2,59A,582Cash and cash equivalents at beglnning
of year

1,49O,140 t56,779,424Cash and cash equivalents at end ofthe
year t7

) t,i t 2t)22 /t,/l 2t)2 i '/t)'/t,
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N ume r ico I M och in i ng Com plex Lim ite d
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18. Statement of Comparison of Budget and Actual amounts for the
period ended 30 June 2023

Revenue Kshs Kshs Kshs Kshs

Sale of goods 146,O00,000

Kshs

o 146,000,000 58,7 36,O27 -47 ,263,97 3 40%

Transfers from the government 170,830,000 o 170,830,000 124,122,500 -42,707,500 75%

Total income 316,83O,OOO o -129 ,97 t ,473 59%

Expeases

315,83O,OOO 186,858,527

Compensation of employees 183,42 1 ,861 o 183,421,861 177,090,583 97%

Use of goods and sen,ices 2,000,000 o 2,O00,000 38, 120

-6,331,27a

- 1 ,961 ,880

Other payments t28,444,346 o 124,844,346 139,818,633 10,97 4,2a7 1,O9%

Grants and subsidies paid 0 o 0 0 0 o%

Total erpenditure 3t4,266,207 o 3t4,266,207 3lo,154,O94 -4,1 12,1 13 99%

Surplus for the period 2,563,793 o 2,563,793 - 129,988,8O9 -t32,552,602 -4809%

Capltal Expenditure 82,OOO,OOO -44,OOO,OOO 38,OOO,OOO lo,ooo,ooo -28,OOO,OOO 26%
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1. SeIe ofgpods
The comparry did not achieve 6oolo of the projected reveoues, Ttrese revenues were to be generated from diversified

product lines. This was afrected by cash iuflow inadequary and mo.st of tJre work was under work in progress by the

end of financial year. Budget cut also attributed to this loss as fund meant for operation were diverted to payeents

of staff salaries ,lt"r 4u quarter grants meant to pay salaries were cut.

2. Ttensfcr from the Goveraaetlt
Consumption of production materials had a variance of 25"/o. Ttris is occasioned by budget cut of recurrent Srants

amounting to Kshs.42,7O7,5OO low levels of production in the year under review.

3. Dcvelopmeat accouat

During the year under review, tJ e company projected by 727o. This was as a result of budget cuts by the National

Government.
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19. Notes to the Financial Statements

l.General Information
Numerical Machining Complex Ltd is established by and derives its authority and

accountability from the Companies Act. The company is wholly owned by the

Government of Kenya through 49o/o of equity held by Kenya Ship yard Ltd and 51%

held by Kenya Railways Corporation and is domiciled in Kenya. The company's

principal activity is the commercial production of stee1, engineering design and

development of machinery and components.

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

the statement of frnancial position and the profit and loss account by the statement

of profrt or loss and other comprehensive income in these financial statements.

2. Statement of Compliance and Basis of Preparation

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

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

equipment, marketable securities and financial instruments at fair value, impaired

assets at their estimated recoverable amounts and actuarially determined liabilities

at their present value. The preparation of financial statements in conformity with
International Financial Reporting Standards (IFRS) allows the use of estimates and

assumptions. It also requires management to exercise judgement in the process of

applying the company's accounting policies. The areas involving a higher degree of
judgement or complexity, or where assumptions and estimates are significant to the

financial statements, are disclosed in Note 5.

The financial statements have been prepared and presented in Kenya Shillings,

which is the functional and reporting currency of the company.

10
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Iinancial statements have been prepared in accordance vrith the PFM Act, the

Corporations Act, and International Financial Reporting Standards (IFRS).

accounting policies adopted have been consistently applied to all the years

sented.
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Notes to the Financial Statements (Continued)

S.Application of New and Revised International
Financial Reporting Standards (IFRS|

Neut and. amended standards ond interpretatlons ln issue and. eflectloe

ln the gear ended 30 June 2023.

Tttlc Dcrcrlptloa Etrestlve D{mffi
IFRS 17

Insurance
Contracts
(issued in May
2017)

The new standard, effective for annual
periods beginning on or after 1st
January 2023, establishes principles
for the recognition, measurement,
presentation and disclosure of
insurance contracts issued. It also
requires similar principles to be
applied to reinsurance contracts held
and investment contracts with
discretionary participation features
issued. The objective is to ensure that
entities provide relevant information
in a way that faithfully represents
those contracts. The Company does
not issue insurance contracts.

The
amendments
are effective for
annual
periods
beginning on
or after
January 1,

2023. Earlier
application is
permitted.

The standard is not
relevant to NMC Ltd
for FY 2022/231.

IAS 8-
Accounting
Policies,
Errors, and
Estimates

The amendments are
effective for annual
reporting periods
beginning on or after
January 1,2023.

The standard is
relevant to NMC Ltd
tor FY 2022/231.

The amendments, applicable to
annual periods beginning on or after
lst January 2023, introduce a
definition of 'accounting estimates'
and include other amendments to IAS
8 to help entities distinguish changes
in accounting policies from changes in
accounting estimates.

(entitg to statc' the effect of
amendments on their financial
statements for the Aear ended.)

L2
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m-,s Ecsaffioa- Dflcotlve Datc

Amendments
to IAS 1 titled
Disclosure of
Accounting
Policies
(issued in
February
2O2tl

The amendments, applicable to
annual periods beginning on or after
lst January 2023, require entities to
disciose their material accounting
policy information rather than their
signlfl cant accounting policies

The
amendments
are effective for
annual
periods
beginning on
or after
January 1,

2023. Earlier
application is
permitted.

The standard is not
relevant to NMC Ltd
for FY 2022 /231

Amendments
to IAS 12

titled Deferred
Tax Related to
Assets and
Liabilities
arising from a
Single
Transaction
(issued in May
2O21.1

The amendments, applicable to
annual periods beginning on or after
1st January 2O23, narrowed the
scope of the recognition exemption in
paragraphs 15 and 24 of IAS 12

(recognition exemption) so that it no
longer applies to transactions that, on
initial recognition, give rise to equal
taxable and deductible temporary
differences.

The amendments are
effective for annual
periods beginning on
or after January 1,

2023.

The standard is not
relevant to NMC Ltd
for FY 2O22 /231

The Dlrectors haue assessed the appllcable stando,rds and amendments.
Based on thelr assessm ent of impact of application of the aboue, theg do
not expect thot there uill be a signlficant lmpact on the comPang's

financial statements.

iii. Earlg adoption of standards

The entitg did not earlg - odopt any neL.D or amended standords in gear
2022/ 202s
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Notea to the Flnancial Statements (Continued)

Application of New and Revlsed International Financlal Reportlng
Standards (IFRS|

1l New and amended standards and interpretations in issue but not get effectiue in

the year ended 3O June 2023.

SIil. lrqpdllloa EffirySrlDe{fiE
Amendments to
IAS I titled
Classification of
Liabilities as
Current or Non-
current (issued
in January 2020,
amended in
October 20221

The amendments, clarify a
criterion in IAS 1 for classi$ring a
liability as non-current: the
requirement for aI entity to have
the right to defer settlement of
the liability for at least 12

months after the reporting
period.

The amendments
are effective for
annual periods
beginning on or
after January 1,

2023. Earlier
application is
permitted.

The standard is not
relevant to NMC Ltd for
FY 2022/231

Amendment to
IFRS 16 titled
Lease Liability in
a Sale and
Leaseback
(issued in
September 2O22)

The amendment, applicable to
annual periods beginning on or
after lst January 2024. requires
a seller-lessee to subsequently
measure lease liabilities arising
from a leaseback in a way that it
does not recognise any amount
of the gain or loss.

The amendments are
effective for annual
periods beginning on or
after January 1, 2024.
Earlier application is
permitted.

The standard is not
relevant to NMC Ltd for
FY 2022/23]-

Amendments to
IAS I titled Non-
current
Liabilities with
Covenants
(issued in
October 2022)

The amendments, applicable to
annual periods beginning on or
after lst January 2024, rmprove
the information an entity
provides about liabilities arising
from loan arrangements for
which an entity's right to defer
settlement of those liabilities for

The amendments are
effective for annual
periods beginning on or
after January l, 2024.
Earlier application is
permitted.

14



at least twelve months after the
reporting period is subject to the
entity complying with conditions
specilied in the loan
arangement.

M ochln I ng Complex Li m lte d
Report and tlnanclal statements for the year endcd June 30, 2023

(fhe Directors do rlot plan to applA ang of the aboue until theg become effeaiue.

Based on their a,ssessment of the potential impact of applbation of the aboue, thcg
d.o nat eryect that there utill be a significant impact on the compang's financial
statements),

krlg afuptlon ol sta;tdo,rds

tity did not early - adopt any new or amended standards in year 2022 /2023

i

I

I

I
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I
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Notes to the Flnancial Statements (Continuedl

4.Summary of Accounting Policles
The principle accounting policies adopted in the preparation of these financial

statements are set out below:

af Revenue recogaition
Revenue is measured based on the consideration to which the entity expects to

be entitled in a contract with a customer and excludes amounts collected on

behalf of third parties. The entity recogn2es revenue when it transfers control of

a product or service to a customer.

i| Revenue from the sale ofgoods and servlces is recogn2ed in the year in
which the entity delivers products to the customer, the customer has

accepted the products and collectability of the related receivables is

reasonably assured.

iil Grants from Natlonal Government are recognized in the year in which the

entity actwally receives such grants. Recurrent grants are recognized in the

statement of comprehensive income. Development/capital grants are

recognked in the statement of financial position and realised in the

statement of comprehensive income over the useful life of the assets that

has been acquired using such funds.

llif Flnance income comprises interest receivable from bank deposits and

investment in securities, and is recognized, in profit or loss on a time

proportion basis using the effective interest rate method.

tvl Dividend income is recognized in the income statement in the year in which

the right to receive the payment is established.

vl Rental Income is recognized in the income statement as it accrues using

the effective interest implicit in lease agreements.

vil Other lncome is recognized as it accrues.
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![otes to the Financid Statements (Coatinuedf

Bummary of Accounting Policies

b) In-kindcontributions
In-kind contributions are donations that are made to the entity in the form of

actual goods and/or services rather than in money or cash terms. These

donations may include vehicles, equipment or personnel services. Where the

financial value received for in-kind contributions can be reliably determined, the

enfity includes such value in the statement of comprehensive income both as

revenue and as an expense in equal and opposite amounts; otherwise, the

contribution is not recorded.

cf Property, plant and equipnent
All categories of property, plant and equipment are initially recorded at cost less

accumulated depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently carried at

re-valued amounts, being their fair value at the date of re-valuation less any

subsequent accumulated depreciation and impairment losses.

Increases in the carrying amounts of assets arising from re-valuation are

credited to other revaluation reserves. Decreases that offset previous increases

in the carrying amount of the same asset are charged against the revaluation

reserve account; a-11 other decreases are charged to profit or loss in the income

statement.

Gains and losses on disposal of items of property, piant and equipment are

determined by comparing the proceeds from the disposal with the net carrying

amount of the items, and are recognised in profit or loss in the income statement.

17
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Notes to the Flnancial Stetemeats lContlnuedf

Summary of Accountlng Policies

d) Depreciation and lmpairment of property, plant and equlpment

Freehold land and capital work in progress are not depreciated. Capital work in

progress relates mainly to the cost of ongoing but incomplete works on buildings

and other civil works and installations.

Depreciation on property, plant and equipment is recognized in the income

statement on a straight-line basis to write down the cost ofeach asset or the re-

valued amount to its residual va,lue over its estimated useful life. The annual

rates in use, as grrided by National Treasury policy on assets depreciation are:

Freehold Land Nil

Buildings and civil works S0years or 2o/o the unexpired lease

period

Plant and machinery 8 years or 12.5o/o

Motor vehicles, including motor cycles 5 years or 2Oo/o

Computers and related equipment 3 years or 33.33o/o

Office equipment, furniture and fittings 8 years or ),2.5o/o

A full year's depreciation charge is recognised both in the year ofasset purchase

and in the year of asset disposal.

Items of property, plant and equipment are reviewed annually for impairment,

Where the carrying amount of an asset is assessed as greater than its estimated

recoverable amount, an impairment loss is recognised so that the asset is written

down immediately to its estimated recoverable amount.

18
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Notes to the Finaacial Statements (Continuedl

Eummary of Accourting Policies

ef Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried

at cost less accumulated amortization and accumulated impairment losses

Amortization is recognized on a straight-line basis over their estimated useful

lives. The estimated useful life and amortization method are reviewed at the end

of each reporting period, with the effect of any changes in estimate being

accounted for on a prospective basis. Intangibie assets with indefinite useful lives

that are acquired separately are carried at cost less accumulated impairment

losses.

f) Amortization and lmpairment of intanglble assets

Amortization is calculated on the straight-line basis over the estimated useful

life of the intangible asset. All intangible assets are reviewed annually for

impairment. Where the carrying amount of an intangible asset is assessed as

greater than its estimated recoverable amount, an impairment loss is recognized

so that the asset is written down immediately to its estimated recoverable

amount.

gl Inveatmerrtproperty

Investment property, which is property held to earn rentals and/or for capital

appreciation (including property under construction for such purposes), is

measured initially at cost, including transaction costs. Subsequent to initial

recognition, investment property is measured at fair value. Gains or losses

arising from changes in the fair value of investment property are included in

profit or loss in the period in which they arise. An investment property is

derecognized upon disposal or when the investment property is permanently

withdrawn from use and no future economic benefits are expected from the

19
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disposal. Ariy gain or loss arising on derecognition 6f the property {calculated
the difference between the net disposal proceeds and the carrying amount of thc
asset) is iqcfudgd 4 frro,nt or loss in the peribd in ;which thc property

derecognized.
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Not€r to the Flnancial Statements (Continuedf 
i

Summary of Accounting Pollcies

h) Rlght of Use Aeset

The right-of-use assets comprise the initial measurement of the corresponding

lease liability, lease payments made at or before the commencement day, less

any lease incentives received and any initial direct costs. They are subsequently

measured at cost less accumulated depreciation and impairment losses.

Whenever the entity incurs an obligation for costs to dismantle and remove a

leased asset, restore the site on which it is located or restore the underlying

asset to the condition required by the terms and conditions of the lease, a

provision is recognized and measured under IAS 37. To the extent that the

costs relate to a right-of-use asset, the costs are included in the reiated right-

of-use asset, unless those costs are incurred to produce inventories. Right-of-

use assets are depreciated over the shorter period of lease term and useful life

of the underlying asset. If a lease transfers ownership of the underlying asset

or the cost of the right-of-use asset reflects that the entity expects to exercise

a purchase option, the related right-of-use asset is depreciated over the useful

life of the underlying asset. The depreciation starts at the commencement date

of the lease. The right-of-use assets are presented as a separate line in the

consolidated statement of financial position.

if Fixed lnterest inveetmeats (bondel

Fixed interest investments refer to investment funds placed under Centrai

Bank of Kenya (CBK) long-term infrastructure bonds and other corporate

bonds with the intention of earning interest income upon the bond's disposal

or maturity. Fixed interest investments are freely traded at the Nairobi

Securities Exchange. These bonds are measured at amortized cost/ at fair

value through other comprehensive income (FVTOCI)or at fair value through

profit or loss (FVTPL/
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Jf Quoted lnvestnenta

Quoted investments are classified as non-current assets and comprise

marketable securities traded freely at the Nairobi Securities Exchange or other

regional and international securities exchanges. Quoted investments are stated

at fair value through profit or loss (FVTPL).

kf Unquoted investments

Unquoted investments are measured at fair value through profit or loss

(FVTPL). (EntitA to elaborate hou-t this fair u.alue i.s obtained)

Unquoted inuestments stated at cost under non-current assets, and compri.se

equitg shares held in other Gouentment otuned or controlled entities that are not

quoted in the Secuities Exchange.

l) Inventorles

Inventories are stated at the lower of cost and net realizable value. Cost

comprises direct materials and, where applicable, direct labour costs and those

overheads that have been incurred in bringing the inventories to their present

location and condition. Cost is calculated using the weighted average cost

method Net real2able value represents the estimated selling price less all

estimated costs of completion and costs to be incurred in marketing, selling

and distribution.

m) Trade end other recelveblea

Trade and other receivables are recognised at fair values less allowances for

any uncollectible amounts. These are assessed for impairment on a continuing

basis.

An estimate is made of doubtful receivables based on a review of all outstanding

amounts at the year end. Bad debts are written off after all efforts at recovery

have been exhausted.
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:r.

Ifotea to the Fiaaacial Statements (Contlnuedl

Eumnary of Accountlng Policies

n! Ta:ration

lf Curent income tax

Current income tax assets and liabilities for the current period are measured

at the amount expected to be recovered from or paid to the taxation authorities.

The tax rates and tax laws used to compute the amount are those that are

enacted or substantively enacted, at the reporting date in the area where the

Entity operates and generates taxable income. Current income tax relating to

items recognized directly in net assets is recognized in net assets and not in

the statement of financial performance.

Current income tax assets and liabilities for the current period are measured

at the amount expected to be recovered from or paid to the taxation authorities'

The tax rates and tax laws used to compute the amount are those that are

enacted or substantively enacted, at the reporting date in the area where the

Entity operates and generates taxable income.

Management periodically eva-luates positions taken in the tax returns with

respect to situations in which applicable tax regulations are subject to

interpretation and establishes provisions where appropriate.

ol Deferred tax
Deferred tax is provided using the liability method on temporary differences

between the tax bases of assets and liabilities and their carrying amounts for

financial reporting purposes at the reporting date.
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Notea to the I'inancial Statements (Continuedl

Summary of Accounting Policies

Deferred Tax

Deferred ta-x liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled

entities, associates and interests in joint ventures, when the timing of the reversal of
the temporary differences can be controlled and it is probable that the temporary

differences will not reverse in the foreseeable future. Deferred tax assets are recognized

for all deductible temporary differences, the carry forward of unused tax credits and

any unused tax losses. Deferred tax assets are recognized to the extent that it is

probable that taxable prolit will be available against which the deductible temporary

differences, and the carry forward of unused tax credits and unused tax losses can be

utilized, except in respect of deductible temporary differences associated with

investments in controlled entities, associates and interests in joint ventures, deferred

tax assets are recognized only to the extent that it is probable that the temporary

differences will reverse in the foreseeable future and taxable profit will be available

against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and

reduced to the extent that it is no longer probable that sufficient taxable profit will be

available to allow all or part of the deferred tax asset to be utilized. Unrecognized

deferred tax assets are re-assessed at each reporting date and are recognized to the

extent that it has become probable that future taxable profits will allow the deferred

tax asset to be recovered. Deferred tax assets and liabilities are measured at the tax

rates that are expected to apply in the year when the asset is realized or the liability is

settled, based on tax rates (and tax laws) that have been enacted. or substantively

enacted at the reporting date.
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tax relating to items recogrr.ized outside surplus or deficit is recognized outside

or deficit. Deferred tax items are recognized in correlation to the underlying

tran action in net assets. Deferred tax assets and deferred tax liabilities are offset ifa
enforceable right exists to set off current tax assets against current income tax

ties and the deferred taxes relate to the same taxable entity and the same taxation

ty.
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Notes to the Flnancial Stetements lContlnuedf

Summary of Accounting Policies

pf Borrowlng costs

Borrowing costs directly attributable to the acquisition, construction or

production of qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended use or sale, are added

to the cost of those assets, until such time as the assets are substantia-lly

ready for their intended use or sale. To the extent that variable rate borrowings

are used to finance a qualifying asset and are hedged in an effective cash flow

hedge of interest rate risk, the effective portion of the derivative is recognized

in other comprehensive income and reclassified to profit or loss when the

qualiffing asset impacts profit or loss. To the extent that fixed rate borrowings

are used to finance a qualifoing asset and are hedged in an effective fair value

hedge of interest rate risk, the capitalized borrowing costs reflect the hedged

interest rate. Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying assets is deducted

from the borrowing costs eligible for capitalization. A11 other borrowing costs

are recognized in profrt or loss in the period in which they are incurred.

qf Caah and cash equlvalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-

term deposits on call and highly liquid investments with an original maturity

of three months or less, which are readily convertible to known amounts of
cash and are subject to insignificant risk of changes in value. Bank account

balances include amounts held at the Central Bank of Kenya and at various

Commercial Banks at the end of the reporting period. For the purposes of these

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

imprests and advances to authorised public officers and/or institutions which

were not surrendered or accounted for at the end of the hnancial year.
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rl Borrowings

Interest bearing loans and overdrafts are initially recorded at fair value being

received, net of issue costs associated with the borrowing Subsequently, these

are measured at amortised cost using the effective interest rate method.

Amortised cost is ca.lculated by taking into account any issue cost and any

discount or premium on settlement. Finance charges, including premiums

payable of settlement or redemption are accounted for on accrual basis and are

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

settled in the period in which they arise' l,oan interest accming during the

construction of a project is capitalised as part of the cost of the project.

!l Trade and other payables

Trade and other payables are non-interest bearing and are carried at amortised

cost, which is measured at the fair value of contractual value of the

consideration to be paid in future in respect of goods and services supplied,

whether bitled to the entity or not, less any payments made to the suppliers.

t) Retirement beneflt obllgatlons

The entity operates a defined contribution scheme for all full-time employees

from July l,2O2O. The scheme is administered by an in-house team and is

funded by contributions from both the company and its employees. The

company also contributes to the statutory National Social Security Fund

(NSSF). This is a defined contribution scheme registered under the National

Social Security Act. The company's obligation under the scheme is limited to

specific contributions legislated from time to time and is currently at based on

Tier 1 & 11 per employee per month.

uf Provieion for staff leave pay

Employees' 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.

vl Exchange rate differencee

The accounting records are maintained in the functional currency of the

primary economic environment in which the entity operates, Kenya Shillings.
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Transactions in foreign currencies during the year/period are translated in
the functional currency using the exchange rates prevailing at the datea of

transactions or valuation where items are re-measured. Any foreigrr

gains and losses resulting from the settlement of such transactions and

the translation at year-end exchange rates of monetarJi assets and liabili
denominated in foreign currencies are recognised in profit or loss.
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to tto Fbuold EtrtGEGat lConttaucdf

ofAocouatlng Pollclcr

wl Budgct llfornatlon
Ttre original budget for FY 2O22-2023 was approved by the National Assembly

on2a/O8/2o22. 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 entigr upon receiving the respective approvals in order to

conclude the final budget. Accordingly, the entity recorded reduced

appropriations of 50,000,000 on the FY 22123 budget following the governing

body's approval.
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Notes to the Flnanclal Statemente (Continuea)

Summary of Accounting Policiee

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

expenditure disclosed in the hnancial 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 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 in 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 financial statements and the

approved budget.

A statement to reconcile the actual amounts on a comparable basis included in
the statement of comparison of budget and actual amounts and the actuals as

per the statement of financial performance has been presented under section

18 of these financial statements.
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Noter to the Flnancial Statemert8 (Continuesf

Summary of Accounting Po[cles

al Eenrice concegslou araDgementa

The Entity analyses all aspects of service concession arrangements that it enters

into in determining the appropriate accounting treatment and disclosure

requirements. In particular, 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 price. In the case of assets other than 'whole-

of-life' assets, it controis, through ownership, beneficial entitlement or otherwise

- any significant residua-l interest in the asset at the end of the arrangement. Any

assets so recognized are measured at their fair value. To the extent that an asset

has been recognized, the Entity also recognizes a corresponding liability, adjusted

by a cash consideration paid or received.

bl Comparatlve flgures

Where necessary comparative figures for the previous financia-l year have been

amended or reconfigured to conform to the required changes in presentation.

cf Subsequent eventB

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

impact on the financial statements for the year ended June 30,2023.
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S.Significant Judgments and Sources of
Estimation Uncertainty

The preparation of the Entity's financial statements in conformity with IFRS

requires management to make judgments, estimates and assumptions that affect

the reported amounts of revenues, 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 asset or liability

affected in future periods.

State all judgements, estimates and assumptions made: e.g. value of the land

af Estimates and assumptlons

The key assumptions concerning the future and other key sources of estimation

uncertaint5r at the reporting date, that have a significant risk ofcausing a material

adjustment to the carrying amounts of assets and liabilities within the next

financial year, are described below. The Entity based its assumptions and

estimates on parameters available when the financial statements were prepared.

However, existing circumstances and assumptions about future developments

may change due to market changes or circumstances arising beyond the control

of the Entity. Such changes are reflected in the assumptions when they occur.

b) Useful llves and residual veluea

The useful lives and residual values of assets are assessed using the following

indicators to inform potential future use and value from disposal:

. The condition of the asset based on the assessment of experts employed by

the Entity

o The nature of the asset, its susceptibility and adaptability to changes in

technologr and processes

o The nature of the processes in which the asset is deployed

o Availability of funding to replace the assets
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wcre raised and management determined an estimate based on the

tion available. Additional disclosure of these estimates of provisions is

ded in Note :oor.

sions are measured at the management's best estimate of the expendihrre

to gettle the obligation at the reporting date, and are discounted to

sent valuc where tle effect is material.

provisions applicable for your organization e.g. provision for bad debts,

of obsolete stocks and how management estimates these provisions)
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Notes to the Flnanclal Statements lContlnuea)

6. Rcvenue from contract wlth cugtomer.

7. Cost of Salee

a. Grantr from ![ational Government

.t

Manufacture of Machine tools 830,862 nssd#
Casting of ferrous foundry products 10,s 18,26 r 9,549,13I
Manufacture of general spares & Components 22,792,864 17,044,529.
General Fabrication 9,820,446 37,195,046.

13,7L5,270 14,483,447rTraining & Sale of Engineering software

Engineering Services 1,058,324 374,96L.
68,736,O27 78,826,64r!b"Total

Cost of sales on goods 40,185,087 52,871,729\
96,446,160 90,195,180jCost of sales-Direct labour
L6,689,9L4 15,264,248:lCost of sales on services-Electricity

205,518 273,994,Cost of sales on services-Water

Total 163,526,679 158,6O5,14,t;r

128,t22,500 170,830,00qReccurrent grants received
96,277,617 81,978,781,Capital grants realized (see note below)

In kind contributions/ donations
25,2,8O8r7BtilTotal 224,4o,0,1L7
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9. Other Ircome
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:

:

309,487,787262,400,r1796,277,617 38,000,000Ministry of
Industry,
Trade &
Enterprise
Development

128,122,500

262,400,117 309,487,78738,000,00096,277,617Total t28,122,500

130,081218,352Other miscellaneous receipts
13O,O81218,352Total
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Notes to the Financial Statements lContinuedf

1(). a Administration Cogta

Total

7 7 ,866,t79 68,886,806Staff costs (note 10b)

Directors' emoluments 4,615,973 2,290,387
Electricity and water 2,059,953 1,787,359
Communication services and supplies 920,756 1,o75,256
Transportation, travelling and subsistence 854,336 3,757,006
Advertising, printing, stationery and
photocopying 477,716 657,446

Staff training expenses 3,776,366 1 1,803,499
Hospitality supplies and services 2,O54,147 2,190, 150
Insurance costs 1 ,028,5 19 994,795
Staff medical costs t6,547,8t1 77,443,609
Bank charges and commissions 618,584 677,185
Office and general supplies and services ) q41 

'AO 2,388,451
Auditors' remuneration 1,89a,276 600,o00
Legal fees 304,981 3,906,990
Repairs and maintenance 4,466,530 6,450,871
Provision for bad and doubtful debts 24,669,912 1,294,652
Deprecia tion 96,799,940 72,22t,t8r
Other operating expenses 13,501,091 21,420,929

249,OO2,259 22O,25O,572
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r to thc Flaaacid gtrtcaent! lContinued)

10 Stalf Co.tt

11. Selliag and Dirtrlbutioa Cortr

37

r43,232,810157,499,402
and allowances of permanent
sem

5,304,1977,803,382s of temporary employeesw
0oM insurance schemes

310,000
813,520oyer's contributions to national social

s ty schemes
Em

8,651,9798,931,O72's contributions to pension schemeEm
o0l*av pay

r , I 16,000837,O00,rit5r provisionsGrat
0oFrinl benefit tax

467,OOO1,206,207Staff welfare
159,081,986177,O9O,583Tota

Thc r

ofth
rycrage nuabct of cmployeol at thc end
I ycal rel:

99anent employees - management
117LL2Perm anent employees - unionisable

3r5Temp orary and contracted emploYees
t2a136

9,O4t,7938,778,304Salari es and wages of Sales personnel
3,061,2702,036,063ting and Promotional expensesMarkt

12,103,0631O,814,367Total
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Notes to the Financial Statements lContinuedl

L2. Operatlng Proflt/ (Lossl

The operating profit/(loss) ls arrlved at after
charging/ lcrediting|:

Staff costs (note 10b) 7 ).,866,tt9 68,886,806
Selling and distribution Expenses 10,874,367 12,103,063
Other Administration costs 49,152,O39 74,957,546
Depreciation of property, plant and equipment 96,799,940 72,221,181
Provision for bad and doubtful debts 24,669,912 t,294,652
Directors' emoluments - Iees 4,O77,900 1,573,000

- other 538,073 7 t7,387
I,a98,276 600,000Auditors' remuneration - current year fees

259,8L6,626 232,353,635
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13. Property, Plaat arrd Equlpmont

I(!f,tKshs Krh3 KshgKshs X!h. Kshs

Cort eflor vdurtlon

3s3,820,3680 0 0At July l, 2022 290,000,oo0 63,820,368 0

594,634,2o04,300,000 15,674,600 5,193,600o 0 569,466,000Revaluation lSb Jan 2O22

25s,500 24,367,1740 23,633,760 0 47t,914Additions 2021/2022 0

2,505,760 39,999 113,569,8637,245,32t 103,778,783 0Additions 202212023 0

I,Oa6,385,6()51a,6E'2,274 5,.$a9,(xr929O,fiXr,qX) 71,(,65,689 695,478,54i1 4,3(x),OO(lAt JurG 3,o.2ql3

Dcprecletlon

0 23,906,66723,906,667 0 0 oAt July l, 2022 0

6,296,O77 690,700 96,799,940r,42t,3t4 87,531,849 860,O00Charge for tl.e year 0

r2o,7w,@7t60,ooo 6,296,O77 69(),?(xto 25,327,gar 87,531,449At JuaG @,2oz3

4,794,399 965,678,998609,346,694 3,44O,OOO 12,356,197Nct boot Yalue et Junc
30, 2023

290,OOO,(xX)
45,757,7OA
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Notes To The Financial Statements (Continuedf

Property, Plant and Equipment (Continuedl

At July 1,2021 22,630,260 I,O7O,689,726 27,t8L,66L 70,562,727 9,187,1a6

Cost or valuation

As at l.t Jul\' 2021 59 ,294.829 1 ,27 5,425,7 58 27 ,181,66r 72,7 55,47 8 9,377 ,363 11,076,103 I ,455,51 l ,592

Additions 4,525,539 38,125,808 0 3,2 13,5 1 1

As at 3Oth Juue
2022

r,313,951,56663,82O,368 27,18L,661 75,969,3a9

1 ,687, I l8

11,()64,4a1

0

11,o76,103

47 ,551 ,976

1,so3,o63,56a

Depreciatior

11,076,1O3 1,2OO,251,56()

Charge for the year

I ,27 6,407 68,175,832 2,249,t431 519,112 0 72,22L,t4r

Aa at 3oth Jure
2022

23,906,667 1,138,865,558 27,t81,661 72,AL2,SsA 9,706,29A t,272,472,74,.o

I{et book value at
June 30, 2022

39,913,7()1 175,Oa6,OO7 o 3,156,832 1,358,184 11,O76,1()3 23O,59O,A27
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Notes To The Financial Statements lContinued)
Valuation

Land and buildings were valued at Kshs i7 Billion by SG Shelters Spear properties

limited, an independent valuer on open market value basis on 18th January,2022

basis of valuation. These amounts were not adopted as the company is waiting for

court determination on ownership.

Property, Plant and Equipment at Cost

If the freehold land, buildings and other assets were stated on the historical cost

basis the amounts would be as follows:

290,OO0,000o290,000,000Land
25,327,981 45,737,70471,065,689Buildings

t97,739,81O1,219,990,538| ,4t7 ,730,344Plant And Machinery
27 ,t87,661 o27,78r,661Motor Vehicles, Including

Motorcvcles
2,74r,67575,733,4747a,745,r49Computers And Related

Equipment
r,1).4,0469,990,434I 1,104,48 tOffice Equipment, Furniture,

And Fittings
537,333,2391,358,224,O88L,a95,A27..324

Numeri.al Ma.hinint Complex Lld. I ANNUAI' RTPORT AND FINANCIAL STATtMENTS FOR

THE T INANCIAL YtAR TNDTD 
'UNT 

]0, 2023
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Notes To The Financial Statements lContlnued)
L4, InvestmentProperty

Openlng Valuation 290,OOO,OOO 290,OOO,OOO
Movements During The Year
Additions o o
Disposals (290,000,000) 0
Fair Value Gains/ (Losses) 0 o

Closing Valuation o 290,OOO,OOO

Depreclatloa (If At Costf
At July 1 0 o
At June 3O o o
Net Book Value
At June 3O o 290,OOO,OOO

The company has an investment of 7O3.59 Hectares of Land at Athi River. Out

of this a total of 242.89 Hectares has been sold leaving a balance of 460.70

Hectares as investment in property worth Kshs 131,006,810. The property was

valued in 1995 and this does not reflect the actual fair market value of the

property. A revaiuation by the Ministry of Lands to Kshs. 290 million done in

2009 has been included in the financial statements after the same had been

adopted by Board of Directors. The value of land has since been transferred to

Property plant and Equipment.
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Notes to the linanclal statements (continuedf

15. Inveatories

16. Trade and Other Receivables

16 (alTrade Receivables

I

fr

1..

43

46,t84,19396,952,046CNC Engineering stores
t9,413,225 28,775,29rFoundry Engineering stores

1,006,s39590,382Stationery and general stores
75,966,O23116,955,653Total

88,688,63389,Otg,671Trade Receivables (Note 16 (a)

t2,o74,79223,443,a27Deposits and prepayments
t7,39r,464 8,405,404Vat recoverable
3,494,981 4,r34,253Staff receivables (Note 16 (c))

6,753,21534,253,215Other receivables
120,o55,697167,603,158Gross Trade and Other Receivables
(30,s46,05O)(ss,2 1s,962)Provision for Bad and Doubtful Receivable

L12,387,L96 89,5O9,647
Net Trade and Other Receivableg

89,O79,67 7 88,688,633Gross Trade Receivables
(30,s46,0s0)(ss,21s,962],Provision for Doubtful Receivables
58,142,583

33,8O3,7O9
Net Trade Receivables
At June 3O, the agelng analysis of gross
Trade Receivables

6,7 rr,o895,602,53 ILess than 30 Days
(1 86,61s)2,s33,334Between 3O and 60 Days

llr'



letween 6l and 9O Days r,935,206 934,126
letween 91 and 120 Days 1,798,L22 2,046,476
lver 120 Days 77,t50,478 79,183,556
'otal 89,O19,671 88,688,633

/v ericol Mdchine Complex Limited
nual Report and Financial Statements for the year ended 306 ,une 2023

16 (b)Recoaclllatlon of Impalrment Allosance for Trade Recelvablcr

16 lcf Etalf Recclvable:

11. Bank and Cerh Balances

II

i the beCinning of the year 89,O19,671 88,688,633

.$dditional provisions during the year
I

(55,21s,9621 (30,546,050)

{ecovered 
during the year 0 0

Written off during the year 0 o

At the end of the year 33,8O9,7O9 58,142r5t3

C ross staJI loans and advances 3,494,981 4,134,253
t rovision for impairment loss (2,423,726], (2,423,7261
I et staJf loans 1,O71,255 1,71o,627
L ess: Amounts due within one year (1 ,O7 1 ,2ss) (1,71,O,s27l,

A mounts due after one year 0 0

C ash at bank 1,490,140 ts6,779,424
( ash in hand 0 0
otel l,4go,l4o7 LS6t779,4tn

l*c To The Finaaclal Statcncntr (Continuedf



a) dnrr.ot Accourt
5,O48,1601107r69453 1,53r,920KpB Bank Ltd

-45,984 15r,367,882KCB Bank Ltd 1t27662244

4,504 363,382KpB Barlk Ltd 127L475049

1,49O,140 166,779,424tof

Mochine Complex Limited
I Report and Flnanclal Statements for the year ended 30s June 2023

61 anolyrb of thc carh aad ca:h equlvalcntr

d aaalyaie of the carh aad cash equlvalenta

14. Ordlnatlr Sharc Capltal

The hares are owned by 2 entities i.e., Kenya Railways Corporation and Kenya
shi ard Limited consisting of 38,250,000 and 36,750,000 shares respectively

45

-la

Au$orLed:
750,OOO,OOO75O,OOO,OOO7S,QOO,OOO ordinary shares ofKshs.lO par

valJe each

ed ard Fully patdr

75O,OOO,(X)O
75,0OO,O0O ordinary shares ofKshs. par value
each

I

75O,OOO,OOO
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Notes To The Financial Statements (Continued)

f9. Revaluation Reserve

The revaluation reserve relates to the revaluation of certain items of property,

plant and equipment. As indicated in the Statement of Changes in Equity, this

is stated after transfer of excess depreciation net of related deferred tax to
retained earnings. Revaluation surpluses are not distributable.

20. Fair Velue Adjustment Reeerve

The fair value adjustment reserve arises on the revaluation of available-for-sale

financial assets, principally the marketable securities. When a financial asset is

sold, the portion of the reserve that relates to that asset is reduced from the fair

value adjustment reserve and is recognised in profit or loss. Where a financial

asset is impaired, the portion of the reserve that relates to that asset is

recognised in profit or loss.

21. Retained Earnings

The retained earnings represent amounts available for distribution to the entitg's

shareholders. Undistributed retained earnings are utilised to finance the entity's

business activities.

22, Trade and Other Pa ables

Retention/ Contract monies
Deposits
Employee payables

Other payables

,1

46

118,352,821 30,714,091Trade payables
74,389,4009,427,776Accrued expenses

o o
o 0

34,050,258 0

53,782,747 6s,960,009
2L5,6L3,6()2 171,063,501Total
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Notes to the Financial Statements (Continuedf

23. Notes to the Statement of Cash Flows

(af Reconciliation Of Operating Prolit/lLossl To
Caeh Generated From/(Used In| Operations

(59,r93,273],(129,988,809)Profit or Loss before tax
96,799,940 72,22t,181Depreciation

00AInortization
057,988,041Prior Period Adjustment

13,027.90424 799 t72Operating Profit/(Loss) before Working Capital
changes

(9,239,833)(40,989,631)(Increase)/Decrease in lnventories

(22,477,s49r, 49,287,260(lncrease)/ Decrease in Trade and Other
Receivables

(14,363,73 1)44,550,102Increase / (Decrease) in Trade and Other Payables

0 0Increase/ (Decrease) in Retirement Benefit
Obligations

0oIncrease/ (Decrease) in Provision for Staff Leave

Pay
3a,7LL,604

5,482,O94Cash Generated from/(used In) operations

(bl Analysia ofCash aad Cash equivalents
t56,779,424 r56,779,424Cash At Bank

oCash In Hand
1,49O,14O L56,779,424Balance At End Of The Year
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Notes To The Financial Statements (Continuedf

24. Related Party Disclosuree

Government of Kenya

The Government of Kenya is the principal shareholder of the entitA, holding lOOo/o of
the enrity's equity interest.

Transactions with related parties

I

af Sales to related parties
Sales of electricity to govt agencies 0 0
Rent income from govt. agencies 0 0
Water sales to govt. agencles o 0
Interest income from govt commercial banks o 0
Interest income from bills and bonds 0 0
Others (specfg) o 0
Total o o

bl Purchases from related partles
o oPurchases of electricity from KPLC

Purchase of water from govt service providers 0 0
Rent expenses paid to govt agencies 0 0

0 0Training and conference fees paid to govt.
Agencies
Bank charges paid to govt commercial banks 0 0
Interest expense to investments by other govt.
Entities

0 0

Others (specilyi 0 0
Total o o
cf Grants from the government
Grants from national govt r66,r22,500 205,830,000
Grants from county government 0 0
Donations in kind 0 0
Total L66,L22,5OO 205,830,OOO
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25. Capttal Comrnltments
Capital commitments at the year- end for which no provision has been made in these
financial statements are:

26. Contlngent Assets and Llabilities

Cotrtlnsent Liabllltles

a

x
i'

d.

49

E

dt Dxpenses incurred on behalf of related
Darty

o 0Payments of salaries and wages for xxx
employees

o0Payments for goods and services for xxx
ooTotal

I Key management compensation
0oDirectors' emoluments

o 0Compensation to key management
o oTotal

35,000,00038,OOO,000Amounts authorised and Contracted for
00Arrrounts authorized but Not Contracted for
o0Less: Amounts included in Work In Progress

35,OOO,OOO38,OOO,OOO

57,282,74757,282,747Disputed tax penalties

s7,282,747 57,282,747Total
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To Thc Flaaacld Etstemeatt (Contiaucdf

company has an outstanding matter of tax payable to Kenya Revenue

thority of Kshs 3 1,5 17,862 being the difference between tJre self-assessed

unts of Kshs 25,764,885 which has been outstanding for a long time. In their
sessment, KRA tax audit had given a total tax payable of Kshs. 57 ,282,747 . The

ment has agreed with KRA on a suitable payment schedule to pay the

cipal amount after which the two parties will agree on modalities to waive the

alties.
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lloter To The Financial Statements lContinuedf
27. Financid Risk Management

The entity,s activities expose it to a variety of financia.l risks including credit aid

liquidity risks and effects of changes in foreign currency. The company's overall

risk management programme focuses on unpredictability of changes in the

business environment and seeks to minimise the potential adverse effect of such

risks on its performance by setting acceptable levels of risk. The company does

not hedge any risks and has in place policies to ensure that credit is only extended

to customers with an established credit history.

The company's financial risk management objectives and policies are detailed

below:

(0 Credlt rlsk

The entity has exposure to credit risk, which is the risk that a counterparty will

be unable to pay amounts in full when due. Credit risk arises from cash and

cash equivalents, and deposits with banks, as well as trade and other receivables

and available-for-sale hnancial investments.

Management assesses the credit quality of each customer, taking into account

its financia-l position, past experience and other factors. Individual risk limits are

set based on internal or external assessment in accordance with limits set by the

directors. The amounts presented in the statement of financial position are net

of allowances for doubtful receivables, estimated by the company's management

based on prior experience and their assessment of the current economic

environment.

The carrying amount of financial assets recorded in the financial statements

representing the entity's maximum exposure to credit risk without taking

account of the value of any collateral obtained is made up as follows:

b
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5
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At 3O June 2O23

Trade Receivable 89,O19,671 10,o71,O73 78,948,s98 (ss,2t5.9621

Bank balances I,490,140 t,490,740

Total 90,509,811 11,561,213 78,948,598 (55,215,9621

At 30 June 2O22

Trade Receivable 88,688,633 9,505,O76 79,183,557 (30,546,050)

Bank balances
156,779,424 156,779,424

Total 245,468,O57 166,284,500 79,183,557 (3O,546,O5O1

NoteE to the Financial Statements (Continued)

The customers under the fully performing category are paying their debts as they

continue trading. The credit risk associated with these receivables is minimal

and the allowance for uncollectible amounts that the company has recognised

in the financial statements is considered adequate to cover any potentially

irrecoverable amounts.

The board of directors sets the company's credit policies and objectives and lays

down parameters within which the various aspects of credit risk management

are operated.
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Notcs to the Fiaancial Statements (Continued)

iif Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the entity's

directors, who have built an appropriate liquidity risk management framework

for the management of the entity's short, medium and long-term funding and

liquidity management requirements. The entity manages liquidity risk through

continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-

derivative financial liabilities by their remaining contractual maturities at the

reporting date. The amounts disclosed in the table are the contractual

undiscounted cash flows. Balances due within 12 months equal their carrying

balances, as the impact of discounting is not significant.

(iii) Market risk

The board has put in place an internal audit function to assist it in assessing

the risk faced by the entity on an ongoing basis, evaluate and test the design and

effectiveness of its internal accounting and operational controls.

At 3O June 2O23

178,352,a2r75,43A,443 100, 197,690Trade payables 2,716,688

loo,L97,690 118,352,8212,716,644 15,438,443Total

At 3O Juae 2O22

30,7 74,O912r,976,t407,293,743 |,444,208Trade payables

30,714,O91L,444,2O8 21,976,14OTotal 7,293,743
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Notes To The Flnancial Statements (Continuedf

Market risk is the risk arising from changes in market prices, such as interest

rate, equity prices and foreign exchange rates which will affect the entity's

income or the value of its holding of financial instruments. The objective of
market risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the return. Overall responsibility for

managing market risk rests with the Audit and Risk Management Committee.

The company's Finance Department is responsible for the development of

detailed risk management policies (subject to review and approval by Audit and

Risk Management Committee) and for the day-to-day implementation of those

policies.

There has been no change to the entity's exposure to market risks or the manner

in which it manages and measures the risk.

al Foreign currency risk
The entity has transactional currency exposures. Such exposure arises through

purchases of goods and services that are done in currencies other than the local

currency. Invoices denominated in foreign currencies are paid after 30 days from

the date of the invoice and conversion at the time of payment is done using the

prevailing exchange rate.

bl Interest rate risk
Interest rate risk is the risk that the entity's financial condition may be adversely

affected as a result of changes in interest rate levels. The company's interest rate

risk arises from bank deposits. This exposes the company to cash flow interest rate

risk. The interest rate risk exposure arises mainly from interest rate movements on

the company's deposits.

il Management of lnterest rate rlsk
To manage the interest rate risk, management has endeavored to bank with

institutions that offer favorable interest rates.
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1. Appeadlces

Appendix 1: Implementatiotr Status of Auditor'General prior year
recommendatlone
The following is the summary of issues raised by the external auditor, and

management comments that were provided to the auditor.ft

II

F
h

F^
I
ts

h
i
*t

F
5.

Irvratruent Propcrty:

Not-Resolved

Pending review
from National
Treasury

Applied to the

National

Treasury for

write-off

t Long Outstanding Debts: Net amount

of Kshs. 6,640,31O due from

individuals has remained unpaid since

2001.

Not-Resolved

Waiting for court

iudgement

To Fence the

land after court

cases are

resolved and

resources availed

2. Encroachment of Land: the remaining

portion of the unsold land measuring

460.70 hectares were not fenced and

has been encroached by informal

settlers and other parties who have

put up permanent stmctures.

Applied to

Ministry of Land

waiting issuance

of new title deed

Ihe process of

securing the Title

deed is ongoing

Not-Resolved

1.0

3. Title Deed not updated: A letter from

the Ministry of Lands (Feb 2009)

indicated that the tittles had been

subdivided and new Land Reference

numbers (LR's) given, however the

management did not provide the new

title deed for audit.

Resolved
December 2023

Valuation of

asset done now
2.O

Lack of Aa3et reglrter: statement of ltnancial

position, reflects Kshs.230 ,59O,827 in respect

[:
1..
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(iii)

to property, plant, and equipment could not

be confirmed that the assets of the company

had been properly safeguarded and balance

fairly stated .

updating the

asset register

1) Long Outstanding Payables: Tax

liability of Kshs. 57,282,747

and OthGr Peyeblcr

-Resolvedfor

thly
stalmenta of

,500,000

purauirg

ttcr with

2) Unsupported Trade Balances: Payables

of Kshs 82,183,431

This is

reconcitation

issue

Resolved

3oth June

I
d

20d,
d

3.O

3) Undeclared Trade Payables: Kshs.

t7 ,too,67 1

This is

reconciliation

issue

Not-Resolved 't
7

i
d

4.O

Unsupported Trade and Other Receivables:

the statement of linancial position reflects a

balance of Kshs.89,509,647 for trade and

cther receivables which could not be

confirmed

Applied to the

National

Treasury for

write-off

ot-Resolved
T

,-t"4Pending

trom Nadonal

Ireaeury

E.O

terial Uncertainty in Relation to Going

oncern: the management has not explained

d provided evidence to show that the

pany intends to turn into profitability.

Ihe management

has introduced

new strategies to

ensure company

returns to

proEtability

ot-Resolved

I,l
E
d

,O'A
s

30ur June

(i)

(ii)

Giuldance Notes:

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

Obtain the "Issue/Observation" and "management comments", required

above, from final external audit report that is signed by Management,

Indicate the status of "Resolved" or "Not Resolved" by the date of

submitting this report to National Tleasury



Mochlne Complex umlted
RGport and Anenclal Statamonts for thc yrar cndcd il0t JunG 2023

ting Oficer
ter title of head of entity



aa I

Numericol Mochine Complex Limited
Annual Report and Financial Statements for the year ended 3O'h June 2023

Appendlx II: ProJects implemented by Numerical Machiniag Complex

ProJeeta

Projects implemented by the State Corporation/ SAGA Funded by development

partners.

Status of Projects completlon

The company did not implement any project funded by development partners.
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1.7888 630M 35.2|v. GoK1 Modernization of
Foundry & CNC
workshop
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llnsett nanc of bereficiary entitgl

[Insert Address]

"I\e [insert ff/ SAGN Ftnd nanrc here/wishes to confrm the amounts disbursed to you as at 3Oh June 2023 as indicated
in t}le table below. Please compare the amounts disbursed to you with the amounts you reeived and populate the
column E in the table below Please sign and stamp this request in the spa.ce provided and retum it to us.

t

I



a
lr )

I

I

I

I

I

I

I

{

t
*

*
t
I!t.l

ETs5sfirt
EI
EE

;E
ET:l

I

I
o



Amounts Disbursed by Ministry of Industry in (KShs) as at 3othJune

rr the vear ended 306 rune 2023 
2023Uumericol Mo

qnnual Repor

:hine Complex Limited
:and Financial Statements I

Amount Received by
Numericel Machining

ComDlex

Differences
(Kshs)

(F)=(D-E)
(c)

lnter-
Ministerial

Total

(D)={A+B+C)
(Kshs) as at 30,h June

2r)23

(E)

Reference
Number

Date Disbursed Recurrent (A) Development (B)

Bank Statement date

14,235,833 0o o 14,235,83319 /08 /2022 14,23 5,833

14,235,833 0o o 14,23 5,83330 /0812022 14,23 5,833

t 4 ,235,434 00 o l4,2 3 5,8342t /0912022 14,235,834

o14.2 3 5,83 3 14,23 5,833r 4,235,833 0 oot I 1r /2022

00 10,500,o00 10,500,oo007 / ).o /2022 0 10,500,000

o 14,23 5,833 14,235,83302 I t2 /2022 14,2 3 5,83 3 o o

014,235,834 14,235,834281 12 /2022 14,235,834 0 o

oo 14,23 5,833 14,235,83303 /02 /2023 I 4,235,833 0

14,2 3 5,833 0o o 14,23 5,43306 /03 /2023 14,235,833

14,2 3 5,834 oo 0 14,23 5,834t | /05 /2023 r 4,2 3 5,834

o 27,500,0OO27,500,OO0 o 27,500,00007 /07 12023 0

1q6J22,500 r3a.522,5OO 2?.500,aao128.122.500 38.OOO.OO0Total

In confirm that the amounts shown above are correct as of the date indicated

Head of Accourtalts departBe[t of beneficiarJr entity:

Siglr ..................................Datc ...

-t
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