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L Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 June,2017

KEY ENTITY INF'ORMATION

Background information

Golf Hotel Limited was established on 20 December 1979 and is govemed by the Companies Act
2015 and is a subsidiary of Tourism Finance Corporation (TFC); a parastatal in the Ministry of
East African Affairs, Commerce and Tourism. It's a limited liability company wittr tiOg/"
shareholding to Tourism Finance Corporation and 20Yo shueholding by the County Government
of Kakamega. The shareholders through the directors are responsible for the general policy and
strategic direction of the Hotel.

Principal Activities

The principal activity of the Hotel is to provide accommodation and conference facility services.

Directors

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

l. Mr. Paul Kurgat
2. Mr. Wycliffe Oparanya
3. Mr. Franklin Ndii
4. Mr. Jonah Orumoi
5. Mrs. Fatuma Hirsi Mohamed

Corporate Secretary
Tourism Finance Corporation
P.O. Box 42013-00100
Nairobi

- Board Chairman - Golf Hotel Kakamega
- Governor Kakamega County
- Board Member Golf Hotel Kakamega
- Managing Director TFC
- Principal Secretary Ministry of Tourism
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Registered Office

Khasakhala Road
Milimani Area
P.O. Box 118-50100
Kakamega, KENYA

Corporate Headquarters

Utalii House
Uhuru Highway
P.O. Box 42013-00100
Nairobi, KENYA

Corporate Contacts

Telephone: (254) 02 322417 5
E-mail : info@ktdc.co.ke
Website: www.ktdc. co. ke

Or:

Telephone: (254) 056 20301501t
E-mail : info@golftrotelkakamega. com
Website: www. golfhotelkakamega.com

Corporate Bankers

Kenya Commercial Bank
P.O Box 152-50100
Kakamega, KENYA

Independent Auditors

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

Principal Legal Advisers

Office of the Attomey General
Sheria House
P.O. Box 40112
GPO 00100
Nairobi, Kenya
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THE BOARD OF DIRECTORS

NAME

1. JONAHI onuvror
MANAGING
DIRECTOR TF'C

I

2. WYCLIF'FE
OPARANYA

I GOYERNER
KAKAMEGA
COUNTY

I

3. PAUL
KURGAT
CHAIRMAN
GOLF HOTEL

PHOTO
KEY PROFESSIONAL/

ACADEMIC
QUALITICATIONS

WORK EXPERIENCE

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

Mr Jonah Orumoi is the
Managing Director of Tourism
Finance Corporation born on 20
October 1978. He was
previously the Head of Finance
& ICT at the Kenya Tourism
Board. He has previously
worked as Finance & Leasing
Contracts Manager/ acting Head
of Procurement at G4S and as a
Senior Principal Finance Officer,
Thunock Counci UK.

PhD (Economics) at the
University of Dar- es-
Salaam, Tanzania.an
MBA (Finance) from the
University of Nairobi
Wycliffe Oparanya holds a
Bachelor of Commerce
(Accounting option) and
He is a Certified Public
Accountant and a member
of the Certified Public
Accountants of Kenya
(ICPAK) as well as
numerous other
professional bodies. Hon.

was the Minister of State for
Planning, National Development
and Vision 2030 in government
of President Mwai Kibaki. As
the former Member of
Parliament for Butere
constituency, his area of
jurisdiction had one of the best
Constituency Development Fund
record in the country. Oparanya
has 23 years'experience in local
and international Finance
Management, Audit and
Business Consultancy.

He

Mr. Kurgat holds a Master
of Philosophy in Tourism
Management and a
Bachelor's Degree in
Hospitality and Events
Management both from
Moi University and is also
a graduate of the Kenya
Utalii college.

Mr. Kurgat is the Board
Chairman of Golf Hotel
Kakamega born 09 May 1969.
He is also the current Director of
Saiwa Holiday Resorts &
Restaurants. He has served in
senior positions in several
hospitality institutions and brings
on the Board over twenty-one
(21) years'experience in the
Tourism and Hospitality
industry.
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4.X'RANKLIN NDII
BORD MEMBER

5. FATUMA HIRSI
I vToHAMED

(MRS.) CBS
, PS.MINISTRY OF

I TOURISM

Mr Ndiii holds a Master of
Business from the
University of Free State, is
a Certified Public
Accountant and a member
of the Institute of Certified
Public Accountants of
Kenya.

a career accountant
with over 41 years' experience in
Financial Management and
Administration born on 25 May
l952.He has worked in various
organizations; the most recent
being Kenya Utalii College
where he was the Financial
Controller from 1984 to 2004.
He is currently the Managing
Director of African Dew Tours
and Travel Ltd.

Mr. Ndiii is

She holds a Master of
Business Administration
(MBA) in strategy and
marketing, a BA (Hon) in
languages and
postgraduate diploma in
Public Relations. She is
currently pursuing a PhD
in Communications
Studies. Mrs Mohamed is
a Fellow and lifetime
achiever of the Public
Relations Society of
Kenya. She is multilingual
and speaks: English,
French, Kiswahili, Somali
and basic Arabic.

Mrs Fatuma Hirsi Mohamed, the
Principal Secretary of the
Ministy of Tourism born on 17
August 1963 has 30 years
integrated strategic management
working experience in various
sectors including telecom,
media, banking and international
civil service working for the
United Nations. In her curre,nt
role, she has been instrumental
in the turnaround of the Tourism
sector and facilitated strategic
direction to enable growth and
recovery ofthe sector.

lv
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MANAGEMENT TEAM

NAME PHOTO
KEY

PROFE SSIONAL/ACADEMIC
QUALITICATIONS

AREA OF
RESPONSIBILITY

I REUBEN
ARGUT

MBA (Marketin g)-Thesis
waiting, BSc. Hospitality
Management, Dip. Hotel
Management & Dip. Sc. Educ.
Born on 15 May 1965

GENERAL
MANAGER

2. HELLEN
CHILLA ' MBA, BA-Econ & Sociology

r Dip. Front Office
Born 28 June 1977

ASSISTANT
MANAGER

3. MARRION
MAKANI B-com. HRM, Dip. HRM

Born On 20 June 1985

HUMAN
RESOURCE
OFFICER

4. JESCIAH
NEKESA MBA, Dip. Procurement

Born 29 June 1970

PROCUREMENT
OF'F'ICER

5. BENJAMIN
MUANGE Certificate f,'ood

Production(Utalii)
Born 04 March 1973

EXECUTIVE
CHEF

6. RISPER
CHICHOLE

B-com. Finance, CPA (IC), Dip.
Accounting
Born September 1975

ACCOUNTANT
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financial statements 
"f 

thJ"rp"",f;p;1tf;: fi:
year ended 30 June 2017 and demonstrates
our commitnent to the provision of world
class hospitality services and comfort during
the year 2017.

The Tourism Sector has in the last two years
experienced a spell of poor performance
largely occasioned by security concerns and
economic downhth in some key tourist
markets. However, from findings of the
Economic Reports from the Kenya National
Bureau of Statistics the secior started
indicating positive response in performance
as it was the most improved ,..to. growing
by l2.l per cent in the first quarte, of ZOrc.
According to the World Travel & Tourism
Council 'oEconomic Impact 2017 Kenya,,
report, the Tourism and Travel sector,s direct
contribution to GDp was $2.5bn (3.7%), in
2016, and is forecast to grow to 60/oin20l7.

Conference Tourism wfri&rkqimd the largest
part of the Hotel Revenue hls seep a diop

-d*inq this period as most Tourist *dNCOs,
both foreign and domestic have put most of
their plans on hold and some cutting short
their programs as a result of the atmosphere
surrounding the Kenyan General Election.
The current food prices in Kenya have also
increased tremendously in the last five years.
The same has affected the Cost of production

Despite the aforementioned circumstances, I
am pleased to report that the company
managed to record a 3% growth in tumover
to Kshs 141.3 million from Kshs 137.2
million during 2016. The profit before tax
declined by lS.9% to Kshs ZO.O7 million
from Kshs 23.8 million during 2016. This
was most affected by low returns from
investment in fixed deposit with commercial
banks that was ceased in the year under
review and low sales tumover emanating
from uncertainties that engulfed most
investors due to assumptions made of the
outcomes of the General Elections.

However, the management is working on a
long-term marketing strategic ptan ttrat witt
not only open up greater horizons for the
hotel in terms of market growth but also lead
to a substantive increase in the income
generated from a wide range of revenue
centoes. On the basis of the results presented,
the Board is recommending to the Annual
General Meeting for a dividend of Kshs l0
per share for 2017 amounting to Kshs 2.5
million.

On behalf of the Board, I would like to thank
the Company's Management and Staff for
their diligence and dedication during the year
2017.I would also like to acknowledge, with
appreciation, the invaluable support I
received from my colleagues on the Board
which has helped steer the hotels business
activities and strategies successfully
throughout 2017.

CIIAIRMAN'S STATEMENT in the industry and also overall operational
cost.

urgat

On behalf of my
fellow
Members,
Management
myself, I
pleased to present
theAnnual Report
of the Golf Hotel
Limited. This

Board
the

and
EIM

vl

Chairman of the Board



t
T

T

,

t
I
T

T

T

I
T

t



( Golf Hotel Limited
Reports and f inancial Statements
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I

REPORT Of,' THE CHIEF' EXECUTI\TE OF'B'ICER

This has been an
extraordinary year
for Golf Hotel Ltd
that has culminated
to diligent work and
implementation of
adroit strategy
geared towards a
tumaround of the

This is projected to impact on our current
profitability level by at least a 25yo growth
from return on investment in the year 20lg
and also to enable the company to increase its
market share in the future. A semi-annual
report on the company,s performance
covering the furnaround shategy
implementation period December 2016 to
May 2017 indicated a l02Yo increase in profit
before tax compared to the same period in
201 6 recording net Ksh. l 1, 730,291 against
Ksh.5, 810,267 for the same period last year.
With the support ofthis Board, a professional
management team and empowered staft, the
Hotel is expected to achieve at least, a 4-star
rating, with S-star levels of service delivery
within a span of 5 years.

On behalf of management and staff of Golf
Hotel Ltd, I wish to convey our sincere
appreciation to the Board of directors for
their committed support during the year
ended 30 June 2017.I also wish to express
my gratitude to the shareholders, customers,
various regulatory authorities and other
stakeholders for their continued support in
the years gone by. We, at Golf Hotel, look
forward to this continued support during the
year 2018.

General Manager

facility. Fueled by our vision to deliver world
class hospitality services and comfort, we are

1#rg a leadership role in.transforming the
hotel industry in the western circuit and
beyond. On behalf of Management of Golf
Hotel Limited, I ani pleased to present to you
the Annual Report and Financial Statements
of the company for the year ended 30 June
20t7.

Our set current turnaround Strategic
objectives include rebranding, drawing and
implementing a comprehensive marketing
plan, staff empowerment and growth of
profitability by 15% every year. The strategic
goals/projects are spread in 3 phases. Most of
the projects under the intermediate phase
were executed in the last financial year 2017.
We are embarking on the *.di,r.r-t..-
projects/goals in this financial rear 2018 and
the long-term projects are still in the planning
stage. The ongoing medium term projects
include refurbishment of our existing guest
rooms, refrrbishment of our conference halls,
construction of additional executive rooms,
Construction of a health club and a Garden
Choma Ranch facility.

v1r
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Reports and Financial Statements
f,'or the year ended 30 Juner2017

CORPORATE GOVERNANCE STATEMENT
Corporate Govemance comprises the rules, practices and processes by which the company is
operated and controlled. It is a fundamental part of the culture and practices by *t i.t *
organization fulfil its goals and objectives in a manner that adds value and benefits all its
stakeholders. The Board and Management of Golf Hotel Ltd is responsible for the Hotel,s
Governance. Both the Board and Management of the Hotel are committid to th" highest levels of
Corporate Govemance, which it considers critical in achieving the Hotel's mandatelAccordingly,
the Hotel therefore fosters a culture that values and rewardi the highest ethical standards 

-and

personal and corporate integrity.

The Role of the Board
The Board's mandate is to define the Hotel's strategies, objectives and values and ensures that its
procedures and practices ensures effective control ovei strategic, financial, operational and
compliance issues.
The Board is committed to ensuring that good Corporate Governance are obeyed throughout the
gompany. Except for direction and guidance on general policy, the Board dellgates authority of
its day-to-day activities to the Management through the Chief Executive Officer. The Board
nonetheless is responsible for the overall stewardship of the Hotel and assumes responsibility for
effective direction and control.

Board Composition
The Corporation's Board is made up of five (5) members comprising of three directors
representing Tourism Finance Corporation, one Directors representingk*urn"ga County and one
director representing the Principal Secretary; Ministry of Tourism. Tie composition of the Board
is as ouflined in the Companies Act and the Company's Articles of Association.

The Directors wholteld office during the year under review to the date of this report are listed
under the Board of Directors section in this report.
The Corporation Secretary who as the custodian of corporate governance within the institution,
works closely with the Board and the 

-Hotels 
Managiment. In this regard, the Corporation

Secretary facilitates all Directors to have full and timely access to all relevant informatior,.n.*.,
that the correct board procedures are followed, convenes meetings and advises the Board on all
corporate Govemance matters and prevailing statutory requirements.

Board Meetings
The Board schedule of meetings is prepared annually in advance. The Board holds its regular
meetings at least once every three (3) months and special meetings may be called when rr"."rf*y.

Committees of the Board
Given the small number of the members of the board of the Hotel, the board reconstitutes itself to
the relevant committees when the need for the committee arises. The main committees which sat
during the year of reporting was the Human Resources Committee undertaking a revision on the
Hotels HR policies, Performance Management, Training needs, staff recruitmint, discipline and
staff welfare.

vlll
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BOARD ACCOUNTABILITY

Conflict of Interest
The Board Members are required to make disclosures of any transaction in which they have interest
and which would constitute a conflict of interest and abstain from voting when such matters are
being considered.

Board of Management Emoluments
The Board of Management are entitled to a sitting and other allowances (where applicable) for
every meeting attended, within the set Government guidelines. The aggregate- amo,nt of
emoluments paid to the Board Members during the financial year rur sJirices rendered are
disclosed in the accounts.

Wamuyu Kariuki
Company Secretary

lx
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT
For Golf Hotel, Corporate Social Responsibility (CSR), Environmental Conservation and
Sustainability means corporate culture, a culture which holds the Company's responsibility not
only for making profit, but also for the conditions under which profits u.. *ud.. finaing a baiance
between financial successes, social responsibility and protecting the environment is a fi.rndamental
approach that lies at the heart of Golf Hotel corporate culture and is reflected in our corporate
values. Sustainability is a key pillar of our company strategy and has always played a fundamental
role within our business. We continue to strive to combinJ a powerful business s"rs" and a strong
sense of social responsibility towards our stakeholders which has over decades of existence beei
created, managed and sustained through long-term relationships, marked by mutual respect and
trust. Reflecting on our success over the years, from a CSR, Environmental and Sustainability
perspective, our material concerns have not changed significantly, but our guiding principles ani
approach has continued to evolve in an ethical manner through various partnershipi ro ur to widen
our footprint with an increased emphasis on quality, value addition andiisible measures of impact
and success within the ecosystem and communities in which we operate.

COMMUNITY ENGAGEMENT AIID EDUCATIONAL SUSTAINABILITY
Our Sustainable approach towards sourcing and production helps us to create value for a wide
group of stakeholders from farmers to community groups to customers. Golf Hotel continues to
give priority to the local communities and farmers living around our areas of operation so as to
ensure economic independence. The Hotels deco includes artefacts and handicrafts from various
local community groups and the Company continues to hire local perforners to entertain guests
through dance, song, musical and theatrical displays. This enhances guest experience by exp-osing
them to the diverse range of local cultures and ethnic groups whilst economically empowering thI
local people. Research indicates that being read to as a cliild is one of the strongest predictois of
later academic success and reading for pleasure helps to develop children's language, literacy,
critical thinking and communication, social and emotional skills. The hotel is targlty-errgagea in
supporting education especially for the physically challenged children in our communities. 

-

Daisy special school Kakamega Approved School Kakamega

CHARITABLE DONATIONS
Golf and its staff support a broad range of charitable causes and community initiatives. These take
many forms: cash, supply of foodstuffs or clothing, hosting of community events or provision of
employee-time in the form of visits to orphanages, hospital, ho-"s for the physicalll.or mentally
challenged and other disadvantaged groups. During the year the hotel madl rn*ituLtr donations
to Schools for special and needy children, physically challenged members of the society and
supported the local prison with food and linen donations amounting to Kshs. 32,836.03 net of value
added tax

x
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Womulalu Special School Vihiga

EII"YIROMENTAL PERFORMANCE
Golf Hotel has remained sensitive towards improving and preserving the environment in which it
operates. Responsible management of nafural resources in our operations has been a pafi of our
business since the construction of our hotel. As the Company grows over the years, deielopments
and operations have and continue to be guided by an eco-poliiy focusing on concrete actions and
projects related to climate change, water and energy Conservatior, uir pollution, as well as
facilitating the transfer of knowledge on environmental responsibility to our guests, communities
and various stakeholders.

The Company has investments in Solar and other forms of renewable energy over the years, this
has helped contribute to the global efforts in relation to climate change. We-have continued with
our energy and water conservation efforts across all our user departments. This has mainly been
achieved through: the installation of solar water heating systems and the hotel also has a borehole
that supplies water to the entire hotel thus saving on the water from the county government supply.

Hotel

xl



,



,t

t
' Golf Hotel Limited

Reports and tr'inancial Statements
For the year ended 30 June,2017

REPORT OT' THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year endedJune 30, 2017 which show thl state"of the Hotel,s uruiir.-'

Principal activities

The principal activity of the Hotel is to provide accommodation and conference facility services.

Results

The results of the entity for the year ended June 30, z0r7 arcset out on pages 15-43

Dividends

Directors

The members of the Bpard of Directors who served during the year are shown on page l.
Auditors

subject to the approval of the shareholders, the Directors recorlmends the payment of a first andfinal dividend for the year o!$shs.l0 per or{iryry ,n*q urrourting to rsfrslz.s mllion, subjectto withholding tax where applicable. Tire total dividend for gg year, therefore, is Kshs. 2,500,000(Kshs'10) per ordinary sd;. If approved,.the dividendwilt ue paia 
"" oiu"r"r. December 31,2017 to shareholders registered in ihe books of th. ;;tity ; thr close of busi";;; o, June 30, 2017 .

The Auditor General is responsible for the statutory audit of the Hotel in accordance with Article229 of the constitution of kenya and the public Audit Act20r5.

By Order of the Board

John Saitoti Karia
Company

Sign

Date.... I l.tt1 7

ICPSKNo... |)Wf

lt

xll
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STATEMENT OT' DIRECTORS' RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 andsection 14 of the State Corporations
Act, require the Board to prepare financial statements in respect of Golf Hotel Limited, which gire
a true and fair view of the state of affairs of the Hotel at the end of the financial year/period and
the operating results of the Hotel for that yearlperiod. The Companies Act 2015 requires the
directors to ensure that the Hotel keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Hotel. The Directors are also responsible for safeguarding
the assets of the Hotel.

The Directors are responsible for the preparation and presentation of the Hotel's financial
statements, which grve a tnre and fair view of the state of affairs of the Hotel for and as at the end
ofthe financial year ended on June 30,2017 . This responsibility includes: (i) maintaining adequate
financial management policies and ensuring that these continue to be effective throughout the
reporting period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the entity; (iii) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Hotel; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Board of Directors accept responsibility for the Hotel's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity\tuith Intemational Financial Reporting Standards (IFRS), and in the manner
required by the PFM Act and the State Corporations Act. The Directors confirm that the Hotel's
financial statements give a tue and fair view of the state of Hotel's transactions during the financial
year ended June 30, 2017, and of the Hotel's financial position as at that date. The Directors fi.yther
confirm the completeness of the accounting records maintained for the Hotel, which have been relied
upon in the preparation of the Hotel's financial statements as well as the adequacy of the systems of
internal financial control.

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

Approval of the financial statements

Golf Hotel's financial statements were approved by the Board on
signed on its behalf by:

2017 and

rp*
Director

xllr

Director



REPUBLIC OF KENYA

Telephone : +25 4-20-3 42330
Fax: +254-20-311482
E-mail : oag@oagkenya.go.ke
Website: wwwkenao. go.ke

P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON GOLF HOTEL LIMITED FOR THE
YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Golf Hotel Limited set out on
pages 1 to 32, which comprise the statement of financial position as at 30 June 2017,
and the statement of comprehensive income, statement of changes in equity,
statement of cash flows and comparison of budget and actual amount for the year then
ended, and a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article229 of the Constitution of Kenya
and Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Golf Hotel Limited as at 30 June 2017, and of its
performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the Companies Act, 2015
of the Laws of Kenya.

ln addition, as required by Article 229(6) of the Constitution, based on the audit
procedures performed, except for the matters described in the Basis of Qualified
Opinion and Other Matter sections of my report, I confirm that nothing has come to my
attention to cause me to believe that public money has not been applied lawfully and
in an effective way.

Basis for Qualified Opinion

1. Property, Plant and Equipment

1.1. Acquisition of Motor Vehicle

The statement of financial position reflects a balance of Kshs.102,182,374 in respect
of property, plant and equipment, which includes an amount of Kshs.4,796,223 under
the motor vehicles and motor circles. lt was observed that the Hotel bought a motor
vehicle valued at atKshs.5,695,000 ( details are; FM 2016 Ford Ranger DC XLT 3.2D
4WD registration number KCL 063P) from CMC Motors Group. However, Note 13(a)
to the financial statements, under additions to motor vehicles reflects an amount of
Kshs.5,004,286 leaving unexplained variance of Kshs.690,7 14.

Report of'the Auditot'-Generul ttn the Finunciul Slutcmcnls ol Gol/'Hotel Lintited /br the ycur encled 30 .lune 20l7

Prontoting Accountabilitv in the Public Sector



ln addition, it was noted that the vehicle has a capacity of 3200 cc which exceeds the
approved rating of 2900 cc by 300cc. Further, the vehicle was branded with logos of
three hotels whereas it was purchased by Golf Hotel Kakamega and not a joint venture
with the other two hotels.

1.2. Building and Civil Works - Gonstruction of Executive Hotel Rooms

lncluded in the property plant and equipment balance of Kshs.102,182,374 under
building and civil works figure of Kshs.60 ,446,925 is an amount of Kshs .962,724 paid
to a local contractor as labour charge for construction of hotel executive rooms after
completing foundation, walling and suspended floor. The Hotel was to provide all the
materials for the construction as per the agreement. The actual amount spent on
materials was not established as the management did not provide the documentary
evidence to support the cost of materials purchased and delivered. However, from the
physical verification done on the building, it was noted that the project was abandoned
and the portion that had been done is weakening as a result of leaking on the
suspended floor. Further, the management did not provide bills of quantity for the works
as required.

1.3. Work-in-Progress

During the year under review, the Hotel commenced a number of projects with an
estimated cost of Kshs.S,100,000 and incurred Kshs.4,927,275 as detailed below: -

However, it was noted that the management did not prepare proper bills of quantity,
procurement plan and drawings for the projects. The works stalled due to inadequate
funding and frequent changes to project design during the implementation phase.

Consequently, the propriety, validity and completeness of the total amount of
Kshs.4,927,276 incurred on the projects could not be confirmed.

Raport ol the Auclitor-Generul on thc Finunc'iul Slulenrcnls of'Gol/'tkttel Liniled lbr lhe 1'eur cntlad 30.tune 2017
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Project Approved
Budget

(Revised)
Kshs.

Payment
2016t2017

Kshs.

Remarks

Executive Lounge 500,000 475,269 On-going/ no detailed drawings/bills
of quantity provided

Open Kitchen Plan
(Equipment)

1,500,000 1,903,s84 Off budgeU no detailed drawings/bills
of quantity were provided. equipment
paid for in advance but only delivered
in November 2017

Cold-Room
Refurbishment

1,600,000 825,000 On-going/ part of the equipment were
paid for but not delivered

Modern Buffet
Counter

0 1,200,000 On-going/ the equipment were paid
for in advance but had not been
delivered

Laundry Block /
Executive Rooms

1,500,000 523,423 Change in specifications/ cost of the
project not clear

Total 5,100,000 4,927,276



2. Short Term Deposit

During the previous year ended 30 June 2016, the management had invested
Kshs.30,000,000 in the interest earning fixed deposit account with Kenya Commercial
Bank. lt was noted that the deposits earned the Hotel a total of Kshs.3,498,821 and
Kshs.555,083 (1 July 2016 to 14 August 2016) as interest. After expiry of the contract
at 14 August 2016, the Hotel management transferred Kshs.31,652,959 from the fixed
deposit account to Golf Hotel Ltd Foreign Currency (KCB current account) which does
not earn any interest. The management failed to take immediate action to notify the
Board of the expiry of the contract period so that immediate action could be taken to
invest the amount appropriately to earn the Hotel some interest. lt was until almost 13
months later that the Board was informed and in their meeting held on 8 September
2017 resolved that the remaining amount be invested in short term security bonds.

Consequently, the Hotel did not earn interest on the funds for better part of the year
ended 30 June 2017.

3. lrregular Charge on Golf Hotel Limited

During the year under audit review, the Hotel incurred costs to the tune of
Kshs.467,400 on behalf of Kabarnet Hotel and Mt. Elgon Lodge. These costs are
recognized as debts and listed among trade receivables. However, there was no formal
communication between the Hotel and Tourism Finance Corporation (TFC), neither
was there any budgetary provision for such expenditure and no reason was provided
as to why the debts could not be settled as at 30 June 2017.
ln the circumstances, the correct position of the trade and other receivables balance
could not be confirmed.

3.1 Trade and Other Payables

As previously reported, the long outstanding amount of Kshs.7,385,000 being central
charges incurred between 200512006 and 201112012 financial years in respect of
director's fees, management fees and secretarial service charges, levies charged for
services centrally offered by the Tourism Finance Corporation (TFC). The amount
remained unsettled and it is not yet confirmed payable. As per Minute No.
BM10111112017, the Hotel and TFC had agreed that there was no concrete basis for
the charges and therefore, further consultation was required before final agreement
was reached.

ln the circumstance, the correct position of the trade and other payables for the year
ended 30 June 2017 could not be confirmed.

3.2 Non-remittance of Staff Gratuity to Britam Life Assurance Company (Kenya)
Limited

Whereas the Hotel has signed a deposit administration contract with a local insurance
company to manage staff gratuity on its behalf, the management of the hotel has not
remitted a total of Kshs.1,370,003 to the administrator. Analysis of the financial
statements revealed that Kshs.1,370,003 was provided for to cover staff gratuity but
was not transferred to the deposit administration account as provided for in the
aqreement.
Report of the Auditor-General on the Financial Statements of Golf Hotel Limitedfor the year ended 30 .lune 2017
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4. lrregular Gommutation of Leave for Gash

The administrative cost figure of Kshs.78,973,510 includes an amount of

Kshs.47,825,358 *f,i.n in turi includes Kshs.3,523,923 out of which Kshs'1 '142'773
was payment ro , iotr"t manager being commutation of leave for cash' The manager

had accumulated ni, t"ar" to a-total otTrzdays as confirmed from the reave register.

However, tne payment was authorized by the manager himself after he had tendered

his resignation without Board approval as required'

Conr"q"u"n,y, the propriety of ine payment could not be confirmed.

The audit was conducted in accordance with rnternationar standards of supreme Audit

rnstitutions (rssArs). r am independent of Gorf Hoter Limited in accordance with lssAl

30 on code of Ethics. I have fulfilled other ethical responsibilities in accordance with

the ISSAI and in accordance with oin"r requirements applicable to performing audits

of financiar statements in Kenya. r berieve that the evidence r have obtained is sufficient

anoappropriatetoprovideabasisformyqualifiedopinion'

Key Audit Matters

Key audit matters are those matters that, in my professional judgment' are of most

significance in the audit of the financiar statements. Except for the matter described in

the Basis tor ouatitieJ opinion and other Matter sections, r have determined that there

,r" no key audit matters to communicate in my report'

Other Matter

l.FailuretoAdheretoBudgetPreparationGuidelines

During the year under review, the Board initiated imprementation of numerous capital

projects as follows:

ud et ltem
Roomnovation of Cold

u IS ition of New Moto r Veh cle

Kitchen Plan
Poon OVation of Swi m m

urniture and Fitti
enE uipment
uter Accessoriesom

hin (Lawn mowe
uildi
ooms Equi ment

Revised Original
1,600,000
6,000,000 2,500,000

1,500,000
3,000,000

500,0001

1,112,000 1,445,000
1,905,000

490,000

6,000,000 6,100,000
5,272,000

19 12,000 19,212 000

work in progress

F in anc i al St at eme nts of

otal

The above projects were implemented without any feasibility study having been carried

out and except for the motor venicie, the resi of the projects were implemented

concurrently leaving tn", incomplete as at 30 June 2017 and which were classified as

4
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The same were not clearly captured in the strategic plan which had since lapsed. The
status clearly indicated that the board was implementing concurrent projects that had
stalled.

The revision of the capital budget does not appear to have been procedurally done
since no disclosure had been made in the financial statements or notes provided to
support the changes.

2. Non-resident General Manager

The Hotel currently has a non-resident General Manager who was appointed vide an
offer letter dated 29th October,2016. He is expected to be making day to day decisions
concerning the operations of the Hotel. However, he additionally manages two other
Government owned hotels, Kabarnet Hotel in Baringo County and Mount Elgon Lodges
in Trans-Nzoia County. This arrangement where Golf Hotel pays full salary to an officer
who focuses his attention and apportions his time to two other hotels located several
kilometers away may negatively affect the Hotel's performance.

3. Transfer of Share Holding

The hotel has a share capital of fifty thousand (50,000) ordinary shares held by the
defunct Kakamega Municipal Council but has not been formally transferred to the
County Government of Kakamega as part of assets and liabilities taken over as per the
Transition Authority Regulations during the transition period. Although, there is
representation of the County Government of Kakamega in the board, there is need to
formalize the transfer of shares.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

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

ln preparing the financial statements, management is responsible for assessing the
Hotel's ability to continue as a going concern/sustain services, disclosing, as applicable,
matters related to sustainability of services.

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.

Those charged with governance are responsible for overseeing the Hotel's financial
reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

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

Report ol the Auditot'-Gcnerul on lhe Finunt'iul Slulenents o/ Goll'Hotcl Limiled lbr lhe ycur endccl 30June 201-
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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.

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

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

a

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

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

Conclude on the appropriateness of the management's use of the 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 Hotel's ability to sustain its services. lf I conclude that a material uncertainty
exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Hotel to cease to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Hotel 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.

Raport of the Au<litot-Ganerul on thc Finunc'iul .Stutament.s ol Gol.l Hotel Limiled lbr the vcur andad 30./une )01-

6

a

a



I

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.

REPORT ON LEGAL AND OTHER REGULATORY REQUIREMENT

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

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

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

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

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

?

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

Nairobi

28 June zO'aB
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Golf Hotel Limiled
Reports and tr'inancial Statements
X'or the year ended 30 June,2017

STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD ENDED 30 JUNE 2OT7

Note

RE\rENUES
Sales Income
Disposal Income
Other Income

TOTAL REVENUES

COST OF SALES

GROSS PROFIT

OPERATING EXPENSES
Administration Costs
Selling and Distribution Costs
Depreciation of property, plant and equipment

TOTAL OPERATING EXPENSES

OPERATING PROFIT

Finance Income

Finance Costs

PROFIT BEF'ORE TAXATION

INCOME TAX EXPENSE

PROFIT AFTER TAXATION

Earnings per share - basic and diluted

Dividend per share

2a)
2b)
J

4

s(a)
6

13(a)

140,669,704
I I1,610

133,520,717

215,000

140,791,314 133,735,7 t7

2016t2017
Kshs

31,939,577

108,941.737

2015t2016
Kshs

31,409,524

102.327.193

88,560,555 91,099,076

78,973,510
1,774,563
7,872,492

71,249,192
3,042,990

6,906,914

21229,117

3,499,921

(887,148)

7

8

9

20,391,192

555,093

(857,964)

10

1l

t2

20,079,301

6,626,014

13,4522,y7

23,940,790

6,974,477

,u,_lilill

53.81 67.87

l0 10
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Golf Hotel Limited l

Reports and Financial Statements
For the year ended 30 Juner 2017
STATEMENT OT' FINANCIAL POSITION AS AT 30 JUNE 2017

Note

ASSETS
Non-Current Assets
Property, plant and equipment
Deferred Tax Asset

Total Non-Current Assets

Current Assets
Inventories
Trade and other receivables
Short-term deposits
Bank and cash balances

Total Current Assets

NETASSETS

EQUITY AND LIABILITIES
Capital and Reserves
Ordinary share capital
Revaluation reserve
Retained eamings

Capital anA Reseries

Non-Current Liabilities
Borrowings

Total Non-Current Liabilities

Current Liabilities
Trade and other payables
Retirement benefi t obligations
Leave Provisions
Ta"xation
Dividends payable

Total Current Liabilities

TOTAL EQUITY AND LIABILITIES

The financial were

General

t3(a)
l3(b)

74
ls(a)
16
2s(c)

102,192,374
720,309

93,996,136

lu,902,693 93,996,136

2016t2017
Kshs

2015t2016
Kshs

1,094,676
31,736,75g
30,000,000
5,g07,ggl21,761,772

49,47ifr 68,639,.325

152,375,999 162,625,461

1,053,954
26,657,679

5,000,000
41,000,155
49,213,746

951213,,301

l8
t9
20

5,000,000
41,000,155
42,577,719

85,577,gzi

2t 21,497,241

21,497;Ul

23,146,957

B,{trr,ss7

25,295,491
16,290,454
3,659,205
1,665,590
4,000,000

35,664,846 50,900130

152,375,999 162,625,461

IQ 2017 and signed on its behalf by:

Chairman of Board

Name:

22
23(a)
23!,]o)

10
24(b)

22,349,914
5,669,957
4,362,424

782,552
2,500,000

by the Board on

Name: Lc-p,.,..,
ICPAKM/NO:

Iflr,t;,...f,
1..[r,fS,1.

2
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 Ju ne,2017

STATEIVIENT OF CASH FLOWS AS AT 30 JUNE 2017

Note

OPERATING ACTIVTTIES

Cash generated from(used in) operations

Taxation paid

Net cash generated from/(used in) operating activities

ITIVESTING ACTTYITTES

Purchase of property, plant and equipment

Net cash generated from/(used in) investing activities

FINANCING ACTIVITTES

Repayment of borrowings
Dividends Paid
Gratuity Paid

Net cash generated from(used in) financing activities

2s(a)

I 0(c)

2016t2017
Kshs

2015t2016
Kshs

34,970,969

(9,916,451)

24,g,,54,4A18

32,192,032

(8,229,361)

zs,gait

13(a)

25(b)
2a@)

23(a)

(16,069,720)

(16,068J20)

(19,967, I 00)

(19,96il00)

INCREASE /DECREASE IN CASH AND CASH EQUIVALENTS (t4,o46,ttg)

CASH AND CASH EQUTVALENTS AT BEGINNING oF YEAR 25(c) 35,807,891

(1,649,616) (1,649,6t6)
(4,000,000)

(16,290,454)

Q1,940,070) (1,649,616)

3337,702

32,470,199

CASH AND CASH EQUIVALENTS AT END oF THE YEAR 25(c) 21,761,772 3s,807,891

A
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 Ju ner2017

SUMMARY OF' SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies adopted in the preparation of these financial statements are set
out below:

l. a) 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 istimated
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 Hotel's accounting policies.

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

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

b) Changes in accounting policy and disclosures

i) Relevant new standards and amendments to published standards effective for the
year ended 30 June 2017
A number of new standards and amendments to standards and interpretations are effective
for annual periods beginning after I July 2016, and have not been applied in preparing
these financial statement. None of these is expected to have a significant effect on the
financial statements of the Hotel.

Standard/Amendment
to a standard

Effective
date

Impact

IFRS 14 Regulatory
D eferr al Ac c ount s (is s ue d
inJanuary 2014)

l'tJan 2016 The new standard, effective for annual accounting periods beginning on or
after I January 2016, defines a regulatory defenal account balance and
allows entities to continue to apply their existing policy for regulatory
defenal account balances, but requires certain disclosures.
Not applied in preparing these financial statement

Amendments to IFRS l1
titled Accountingfor
Acquisitions of Interests
in Joint Operations
(issued in May 2014)

l'tJan 2016 The amendments, require an acquirer of an interest in a joint operation in
which the activity constitutes a business (as defined in IFRS 3) to apply all
of the business combinations accounting principles and disclosure in IFRS 3

and other IFRSs, except for those principles that conflict with the guidance
in IFRS ll. The amendments apply both to the initial acquisition of an
interest in ajoint operation, and the acquisition of an additional interest in a
joint operation (in the latter case, previously held interests are not
remeasured). Not applied in preparing these financial statement
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 Juner2017

Amendments to IAS l6
and IAS 38 titled
Clarification of
Acceptable Methods of
Depreciation and
Amortisation (is sued in
May 2014)

1'tJan 2016 The amendments add guidance and clariff that (i) the use ofrevenue-based
methods to calculate the depreciation of an asset is not appropriate because
revenue generated by an activity that includes the use ofan asset generally
reflects factors other than the consumption of the economic benefits
embodied in the asset, and (ii) revenue is generally presumed to be an
inappropriate basis for measuring the consumption of the economic benefits
embodied in an intangible asset; however, this presumption can be rebutted
in certain limited circumstances. Nol applied in preparing these financial
statement

Amendments to IAS 16

and IAS 41 titled
Agriculture: Bearer
Plants (issued in June
201 4)

1'tJan 2016 The amendments, define bearer plants - ie living plants which are used solely
to grow produce over several periods and usually scrapped at the end oftheir
productive lives (eg grape vines, rubber trees, oil palms) - and include them
within IAS 16's scope while the produce growing on bearer plants remains
within the scope of IAS 41. Not applied in preparing these financial
statement

Amendments to IAS 27

titled Equity Method in
Separate Financial
Statements (issued in
August 2014)

I'tJan 2016 The amendments reinstate the equity method option allowing entities to use
the equity method to account for investments in subsidiaries, joint ventures
and associates in their separate financial statements.

Not applied in preparing these /inancial statement

Amendment to IAS 19

(Annual I mpr ov e m e nt s t o

lFR^9s 2012-2014 Cycle ,

issued in September

2014)

I't Jan 201 6 The amendment, clarifies that the high quality corporate bonds used in
estimating the discount rate for post-employment benefits should be
denominated in the same currency as the benefits to be paid.
Not applied in preparing thesefinancial statement

Amendment to IFRS 5

(Annual Improvements to
IFRSs 2012-2014 Cycle ,

issued in September

20r4)

1'tJan 2016 The amendment adds specific guidance when an entity reclassifies an asset
(or a disposal group) from held for sale to held for distribution to owners, or
vice versa, and for cases where held-for-distribution accounting is
discontinued.
Not applied in preparing thesefinancial stotement

Amendment to IFRS 7

(Annual I mpr ov e m ent s t o

IFRSs 2012-2014 Cycle ,

issued in September 2014

l'tJan 2016 The amendment, applicable to annual periods beginning on or after I January
2016, adds guidance to clariff whether a servicing contract is continuing
involvement in a transferred asset.

Not applied in preparing thesefinancial statement
Amendments to IFRS 10,

IFRS 12 and IAS 28 titled
Investment Entities:
Applying the

C ons o I idat ion Exc epti on
(issued in December
2014)

I't Jan2016 The amendments clariff the application of the consolidation exception for
investment entities and their subsidiaries.
Not applied in preparing these financial statement

Amendments to IAS 1

titled Disclosure
Iniliative (issued in
December 2014)

I'tJan 2016 The amendments, clarif, guidance on materiality and aggregation, the
presentation of subtotals, the structure of financial statements and the
disclosure of accounting policies.
The amendments was considered to be a clarification only and did not
affect the hotels accounting policies or accounting estimates.

Re c o gni t i on of D efer r e d
Tax Assets for Unrealised

l't Jan20ll The amendments clarify that:
Unrealised losses on debt instruments measured at fair value and measured
at cost for tax rise to a deductible difference

7



Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 June ,2017

Losses (Amendments to
IAS 12

regardless of whether the debt instrument's holder expects to recover the
carrying amount of the debt instrument by sale or by use.
The carrying amount of an asset does not limit the estimation of probable
future taxable profits.
Estimates for future taxable profits exclude tax deductions resulting from
the reversal of deductible temporary diffbrences.
An entity assesses a defened tax asset in combination with other deferred tax
assets. where tax law restricts the utilisation of tax losses, an entity would
assess a deferred tax asset in combination with other deferred tax assets of
the same type. Not applied in preparing these financial statement

Disclosure Initiative
(Amendments to IAS 7:

Statement of Cashflows)

1't Jan 2017 The amendments' objective is that entities shall provide disclosures that
enable users of financial statements to evaluate changes in liabilities arising
from financing activities. To achieve this objective, the IASB requires that
the following changes in liabilities arising from financing activities are
disclosed (to the extent necessary): (i) changes from financing cash flows;
(ii) changes arising from obtaining or losing control of subsidiaries or other
businesses; (iii) the effect ofchanges in foreign exchange rates; (iv) changes
in fair values; and (v) other changes

Not applied in preparing thesefinancial statement

Annual Improvements to

IFRS Standards 2014-
2016 Cycle -
Amendments to IFRS 12

Disclosure of interests in
other entities

I't Jan20l7 Clarified the scope of the standard by specifring that the disclosure
requirements in the standard, except for those in paragraphs BIG-B16, apply
to an entity's interests listed in paragraph 5 that are classified as held for sale,
as held for dishibution or as discontinued operations in accordance
with IFRS 5 Non-cunent Assets Heldfor sale and Discontinued operations.
Not applied in preparing these financial statement

ii) New and amended standards and interpretations in issue but not yet effective in the year
ended 30 June 2017

Standard Effective
Date

Impact

FRS 1 5 Revenuefrom
Contracts with Customers
(issued in May 2014)

1 Jan 2018 The new standard, replaces IAS 1 1, IAS I 8 and their interpretations (SIC-31
and IFRIC 13, 15 and l8). It establishes a single and comprehensive
framework for revenue recognition to apply consistently across transactions,
industries and capital markets, with a core principle (based on a five-step
model to be applied to all contracts with customers), enhanced disclosures,
and new or

IFRS 9 Financial
Instruments (issued in
July 2014)

1 Jan 2018 This standard will replace IAS 39 (and all the previous versions of IFRS 9). It
contains requirements for the classification and measurement of financial
assets and financial liabilities, impairment, hedge accounting and
derecognition:
IFRS 9 requires all recognised financial assets to be subsequently measured at
amortised cost or fair value (through profit or loss or through other
comprehensive income), depending on their classification by reference to the
business model within which they are held and their contractual cash flow
characteristics.
For financial liabilities, the most significant effect of IFRS 9 relates to cases
where the fair value option is taken: the amount of change in tair value of a
financial liability designated as at fair value through profit or loss that is
attributable to changes in the credit risk of that liability is recognised in other
comprehensive income (rather than in profit or loss), unless this creates an
acc mismatch

8



Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 June,2017

Standard Effective
Date

Impact

For the impairment of financial assets, IFRS 9 introduces an "expected credit
loss" model based on the concept ofproviding for expected losses at inception
of a contract; it will no longer be necessary for there to be objective evidence
of impairment before a credit loss is recognised.
For hedge accounting, IFRS 9 introduces a substantial overhaul allowing
financial statements to better reflect how risk management activities are
undertaken when hedging financial and nonfinancial risk exposures.
The derecognition provisions are carried over almost unchanged from LAS 39.

IFRS 16: Leases (issued
in January 2016)

I Jan20I9 The new standard introduces a new lessee accounting model, and will require
a lessee to recognise assets and liabilities for all leases with a term of more
than 12 months, unless the underlying asset is of low value. A lessee will be
required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make
lease payments.

The Directors do not plan to apply any of the above until they become effective. Based on
their assessment of the potential impact of application of the above, they do not expect that
there will be a significant impact on the company's financial statements.

iii) Early adoption of standards
The entity did not early - adopt any new or amended standards inyear 2017

'w,,,,id-ffiil '4P
I r '!$r-r
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Golf Hotel Limited
Reports and f inancial Statements
For the year ended 30 Juner 2017

SUMMARY OX' SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Revenue recognition

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

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

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

iii) Other income is recognised as it accrues.

d) Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income are
presented in a single statement to determine the needs of the Hotel. The comparison between
the budget amounts and the actual performance are presented as a separate additional
financial statement in the statement of comparison of budget and actual amounts.

e) Property, plant and equipment

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

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

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

10



Golf Hotel Limited
Reports and f inancial Statements
For the year ended 30 Juner2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

f) Depreciation and impairment of property, plant and equipment

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

Buildings and civil works
Plant and machinery
Motor vehicles, including motor cycles
Computers and related equipment
Offrce equipment, furniture and fittings
Land

2.5%
125%
25%
30%
12.5%

Over 99year lease period

Depreciation charge is recognised both in the year of asset purchase and in the year of asset
disposal on a time proportion basis.

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.

g) Intangible assets

Intangible assets are initially recognized at cost. The cost of intangible assets is their fair value
at the date of the transaction. Following initial recognition, intangible assets are carried at
cost less any accumulated amortizationand accumulated impairment losses. Intangible assets
comprise purchased computer software licences, which are capitalised on the basis of costs
incurred to acquire and bring to use the specific software. These costs are amortised over the
estimated useful life of the intangible assets from the year that they are available for use,
usually over three years.

h) Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated useful life of computer
software of three years. All computer software is reviewed annually for impairment. Where
the carrying amount of an intangible asset is assessed as greater than its estimated recoverable
amount, an impairment loss is recognised so that the asset is written down immediately to its
estimated recoverable amount.

i) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on First
in First out. Net realizable value is estimate of the selling price in the ordinary course of
business less selling expenses.
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 June,2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

j) Trade and other receivables

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

k) Taxation

i) Current tax

Current income ta< assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authorities. The tax rates and tax
laws used to compute the amount are those that are enacted or substantially enacted as at the
reporting date. Current income tax relating to items recognised directly in equity is recognised
in equity and not in the income statement.

ii) Deferred Tax

Deferred income tax is provided using the liability method on temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for
fi nancial reporting purposes.

l) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at various commercial banks at the end
of the financial year. For the purposes of these financial statements, cash and cash equivalents
also include short term cash imprests and operating floats.

m) Borrowings

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

n) Trade and other payables

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

o) Retirement benefit obligations
The entity operates a defined contribution scheme for all full-time employees from July 1,
20l1.The scheme is administered by an independent pension provider; the company
contributes 5Yo and the employee 5Yo. The employer's contribution is recognised as an
expense in the Income Statement. 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 contributes 6%o and the employee 6Yo of the
pensionable wage. The company's obligation under the scheme is limited to specific
contributions legislated from time to time and is currently subject to an upper limit of Kshs.
2,160 per employee per month for employees earning above Kshs. 18,000.

p) Provision for gratuityr leave and retirement benefits
Employees' entitlements to gratuity are recognised as they accrue to the employees. A
provision is made for the estimated liability for annual gratuity at the reporting date. Cunently
management staff are entitled to a one month's salary for every year worked for management
staff as gratuity payable to them. Gratuity accrued for union staff was transferred during this
year to a pension scheme (BRITAM) following the collective bargaining agreement that
covers all non-management staff which stated; in the lead to the implementation of the new
NSSF act, gratuity will be terminated. The accrued gratuity shall be sent to a pension scheme
on terms agreed between the works committee and the employer. The total liability for
employee's accrued annual leave and compensatory off days as at the end of the financial
year is recognised as an accrual with the respective movement in the balances passing through
the statement of comprehensive income accordingly.

q) Exchange rate differences
The accounting records are maintained in the functional crrrency of the primary economic
environment in which the Hotel operates, Kenya Shillings. Transactions in foreign currencies
dwing the year/period are translated into the functional curency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Any
foreign exchange gains and losses resulting from the settlement of such
Transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in profit or loss.

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

s) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on
the financial statements for the year ended June 30, 2017.

0 Going Concern
The financial statements were prepared on a going concern basis. The going concern basis
assumes that the company will continue in operation for the foreseeable future and will be
able to realize its assets and discharge its liabilities and commitments in the normal course
of business
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SUMMARY OF ACCOUNTING ESTIMATES AND JUDGEMENTS IN APPLYING TIIE
ACCOUNTING POLICIES

In the process of applying the company's accounting policies, the directors make some judgements
and estimates. Such estimates and judgements are based on historical experience among other
factors that are deemed reasonable under the prevailing circumstances. The judgements are
evaluated each financial year to ensure that they remain reasonable under the circumstances and
based on available information.

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and
disclosure of contingent liabilities when reporting. The judgements made in the process of applying
the company's accounting policies that have the most significant effect on the amounts reported in
the financial statements include:

u) Property, Plant and equipment

The company's management makes estimates in determining the depreciation rates for PPE.
The rates used are as set out in accounting policies note 4.

v) Revaluation of PPE

The company carries Land and buildings of PPE at fair value, with changes in fair value being
recognised in the comprehensive income and revaluation reserves respectively.

w) Receivables

Estimates and judgements are made when determining the recoverable amount of receivables.
Trade and other receivables are recognised at fair values less allowances for any uncollectible
amounts. These are assessed for impairment on a continuing basis. An estimate is made of
doubtful receivables based on a review of all outstanding amounts at the year end.

x) Contingent Iiabilities

In the course of day to day running of the company's affairs, the company is exposed to
contingent liabilities including public liability and legal cases. The status of these exposures are
evaluated by the management from time to time to ascertain the likelihood of the liabilities
crystalizing. Provisions are subsequently made in the financial statements where an obligation
has been established. Judgements are required in determining the amount of financial obligation
on the company.
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Reports and f inancial Statements
f,'or the year ended 30 Juner2017

NOTES TO TIIE T'INAIICIAL STATEMENTS

2. a) SALES INCOME

Gross sales of goods
Less: Service Charge on gross sales

Less: Catering Levy on gross sales
Less: Value added tax on gross sales

Food
Beverage
Tobacco

ADMINISTRATION COSTS

Staffcosts (note 5b)
Directors' emoluments
Electricity and water
Communication services and supplies (Tel. & postage)
Transportation, travel lin g and subsis te nce (Tr av e I e xp e n s e s
Transport allowance, Sta/f transport & Leaye travel)
Printing, stationery and photocopying
Stafftraining expenses
Insurance costs
Bank charges and commissions (Bank charges &
Commission on Visa cards)
Office and general supplies (Office Miscellaneous)

175,837,137 166,900,996
(9,846,979) (9,346,450)
(2,813,394) (2,670,414)

(22,507,1 54) (21,363,315)

2016t2017
Kshs

24,059,707
7,702,523

77,947

37,839,577 31

2015t2016
Kshs

23,851,496
7,455,791

101,238

Net Sales 140,669J04 133,520J17

Sales are reported net of l6yo Y AT , 7% Service charge & 2% Catering levy. The gross sales above
therefore include all the relevant taxes/charges.

b) DrsPosAL TNCoME

Disposal of old Hotel Linen 111,610

I I1,610

3 OTHER INCOME

Sale of tender documents 215,000

215,000

4 COST OF SALES

,+wu
s (a)

47,825,358
1,653,913
6,953,963

796,418

3,166,009
2,085,481

27l,5gg
514,428

883,926
36,690

41,629,011
967,645

7,202,383
218,719

3,074,284
1,860,984

126,400
467,220

878,236
33,920
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Auditors' remuneration
Consultancy fees
Legal Fees

Repairs and maintenance (Garden &grounds, Building maintenance
& Repairs & renewals)
Provision for bad and doubtful debts
Other operating expenses (Fuel &gas, Cleaning, Toilet requisites,
Ve hicle operating, Lic ens es, Laundry, KRB,Guest suppli es, Rent
&rates,Delivery,Tents&PA,Donations,Flowers & deco &Security)

s(b) STAF'F COSTS

Salaries and allowances of permanent employees
(S al ar i e s, H ous i ng, Me dic al & E nt e r t ai nm e nt al I ow anc e)
Wages of temporary employees (Casual wages)
Compulsory national health insurance schemes
Compulsory national social security schemes
Other pension conft ibutions
Leave pay and gratuity provisions
Staff welfare (Meals & welfure)

The average number of employees at the end of the year was:
Permanent employees - Management
Permanent employees - Unionisable
Temporary and contract employees

Female employees -34 (42%)
Male Employees - 47 (58%)

SELLING AND DISTRIBUTION COSTS

Marketin g and promot i onal (Mar ke t i n g & A dv e r t i s i n g)
Sales commissions (Agents c ommis s i on)

oPERATTNG PROFTT/(LOSS)

The operating profit is arrived at after charging;
Staffcosts (note 5b)
Depreciation of property, plant and equipment
Provision for bad and doubtful debts
Directors' emoluments
Auditors' remuneration - current year fees
Other Operating Expenses (note 5a)

Against the Gross Profit for the period under review

2016t2017
Kshs

150,000
172,414
70,000

3,997,450
406,392

10,589,578

78,g73,510

2015t2016
Kshs

150,000

59,700

4,463,359
387,048

9,729,274

71,248,182_

37,262,977
2,043,762
1,035,000
1,049,372

381,690
3,523,923
2,528,700

t6
49
l6

34,542,305
2,409,967

741,920
537,359
818,800
221,525

2,358,235

o'r,Y1::_: 41,629,011

t6
45
t4

6

81 75

1,714,563 3,042,990

1,714,563 3,042,990

7

41,629,011
6,806,914

387,048
967,645
150,000

31,157,458

t6

47,825,358
7,872,491

406,392
1,653,913

150,000
30,652,511
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NOTES TO THE FINAITCIAL STATEMENTS (Continued)
2016t2017

Kshs

Loss on disposal of properly, plant and equipment
Interest receivable

8 FINANCE INCOME

Interest income on short-term bank deposits (accrued)
Interest income on short-term bank deposits (received)

2015t2016
Kshs

(1,389,575)

- 1,399,575
555,083 2,109,246

6,023,490 7,152,237

555,083 3

FINANCE COSTS (INTEREST ON LOAI9

lnterest expense on loans 857,964 887,148

887,148

The loan was obtained from TFC to clear previous years' tax arrears owed to KRA in 201 l.

TNCOME TAX EXPENSE/ (CREDTT)

(a) Current taxation

Current taxation based on the adjusted profit for the year at30Yo 7,346,323 6,874,477
Deferred Tax (720,309)

6,626,014

(b) Reconciliation of tax expense/ (credit) to the
Expected tax based on accounting profit

Profit before taxation 20,078,301 23,940,790

,4g8,82r

9

s57,964

10

6,874,4n

Tax at the applicable tax rate of 30%o (2016 30%)
Tax effects ofexpenses not deductible for tax purposes

(Donations 3 2, 8 3 6. 0 3 * 3 0%o)

(Increase in Leave Provision 1,845,992*3P/o)
(Fines and Penalties 20,000*30%o)
(Exc es s Depr eciat ion 2, 5 I 0, 6 I 5 * j tr/o)

Tax Charge

Instalment tax paid

Tax due at the end ofthe year

(c) Taxation paid during the year

Current year instalment tax
Final tax for previous year

9,851
553,798

6,000
753,185

7,346,323

(6,563,771)

782,552

6,684
(284,444)

6,874,477
(5,208,887)

1,665,590

6,563,771
1,665,590

5,208,897
4,707,564

t7
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Golf Hotel Limited
Reports and Financial Statemcnts
For the cnded 30.Iune,2017

11 EARNINGS PEIT SHARE
The earnings per share is calculated by dividing the profit after tax of Kshs. 13,452,281 (2016:
Kshs.16, 966,313) by the average number of ordinary shares in issue during the year of 250,000
(2016:250,000). There rvere not dilutive or potentially dilutive ordinary share as at the reporting
date.

t2 DIVIDEND PER SHAITE

Proposed dividends are accounted for as a separate conrponent ofequity until they have been ratified
and declared at the relevant Annual General Meeting (AGM). At the AGM to be held before the end
of 2017, a flnal dividend in respect of the ycar ended June 30, 2017 of Kshs.10 (2016: Kshs.l0) for
every ordinary share of par value of Kshs.20 is to be proposed. No interim dividend was declared
arrd/or paid during the year. This will bring the total dividend for the year to Kshs.2, 500,000 (2016:
Kshs.2, 500,000).

t8
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Golf Hotel Limited
Reports and Financial Statements
f,'or the year ended 30 Juner 2017

NOTES TO THE F'INANCIAL STATEMENTS (Continued)
13. (b) Deferred Tax (Continued)

Deferred tax is calculated on all temporary differences under the liabilify method using the enacted
tax rate, currently 30%.The net deferred tax liability atyear end is attributable to the following
items:

2016t2017 2015t2016
Kshs Kshs

Class IV in the wear and tear schedule note l3(b) is a combination of the totals for Plant and
machinery and Oflice equipment, furniture & fittings balances as per the PPE movement schedule
in note 13(a). The hotel bought a new vehicle in May 2017 -Depreciation has been computed on
the same in under Class III and the PPE schedule for the two months the vehicle was used (May
2017 and June 2017)

14 INVENTORIES

Accelerated capital allowances

Net defened tax liability

The movement on the defened tax account is as follows

Balance Brought forward
(Charge)/Credit for the year

Balance Carried forward

Food
Drinks & Tobacco

15 (a) TRADE AND OTHER RECEMBLES

Trade receivables (note 15 (b))
Deposits
Prepayments
VAT recoverable
Staffreceivables (note 15 (c))
Other receivables (accrued interest/PDQ Receivable)

Gross trade and other receivables
Provision for bad and doubtful receivables

(720,309)

(720j )

a2w0e)_
ail3w_

394,363
659,491

499,543
595, I 33

29,024,852
310,000
290,949

2,826,739
60,600

1,389,575

31,674,251
(2,165,357)

1,053,854 1,094,676

25,737,989
310,000
303,879

2,462,939
83,494

330,281

29,228,572
(2,570,993)

26,657,679Net trade and other receivables

22

31,736,759



Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 Juner2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

(b) TRADE RECEIVABLES
Gross trade receivables
Provision for doubtful receivables

Less than 30 days
Between 30 and 60 days
Between 61 and 90 days
Between 9l and 120 days
Over 120 days

(c) STAFF'RECEMBLES

Gross staffloans and advances
Provision for impairment loss

Cash in hand (cashiers Float & Petty cash)
Cash at bank (A/c 1101729023&1101729597)

25,737,989 29,024,952
(2,57 0,893) (2,165,3 57)

23,167,096 
'U,r:!::

2016t2017
Kshs

9,110,702
4,023,502
1,308,964

59,453
11,235,368

,t,rr:!::: 29

20tst20t6
Kshs

1,006,109
9,750,510
2,420,423
3,326,445

12,521,366

At June 30, the ageing analysis of the gross trade receivables was as follows:

,024Jf2

83,484

C)

83,484
(83,484)

60,600

C)

60,600
(60,600)Less: Amounts due within one year

Amounts due after one year

16 SHORT TERM DEPOSITS

17

Kenya Commercial Bank - 30,000,000

- 30,000,000

The effective interest rate on the short term deposits as at June 30, 2017 was 13% (2016: l3%).

BANK AND CASH BALANCES

63,160
2r,698,612

91,290
5,716,611

21,761,772

The cash at bank was held at Kenya Commercial Bank, the Hotel's main bankers.

23
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 Juner 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

20.

18 ORDINARY SHARE CAPITAL

Authorised:
250,000 ordinary shares of Kshs.20 par value each 5,000,000 5,000,000

Issued and fully paid:
250,000 ordinary shares of Kshs.20 par value each 5,000,000 5,000,000

REVALUATION RESERVE
These reserve arose as a result of hotels buildings and land revaluation which was carried
out on 26th February 2}}4.Initially land and building were taken at a value of Kshs. 524,360
and Kshs. 8,000,000 respectively. However, on revaluation the same recorded Kshs.
47,000,000 for building and Kshs. 8,000,000 for land. This therefore resulted in a reserve
of Kshs. 7,475,640 for land and Kshs. 33,524,515 for Buildings inclusive of building
improvements respectively. A total of Kshs 41,000,155.

RETAINED EARNINGS

The retained earnings represent amounts available for distribution to the Hotel's shareholders.
Undistributed retained earnings are utilised to finance the Hotel's business activities.

2t BORROWINGS

Balance at beginning of the year
Repayments of domestics borrowings during the year

Balance at end of the year 21,497,241 23,146,957

The Hotel is servicing a loan from TFC of Kshs. 16,496,102 advanced for the clearance of KRA
principal Arrears at an interest of 9%o per annum to be repaid within lOyears with effect from
September 2011. Principal repaid during the year amounts to Kshs. 1,649,616 and an interest of
Kshs. 857,964 as indicated in Note 9.
The analyses of both external and domestic borrowings are as follows:

a) Domestic Borrowings
Kenya Shilling loan from TFC

t9

Total balance at end ofyear

22 TRADE AND OTHERPAYABLES

Trade payables
Accrued expenses (Auditfee, WIP& Rent and Rates)
Other payables (Payroll liabilities, Central charges)

2016t2017
Kshs

21,497,241

21,4n241

21,497 241_

2015t2016
Kshs

23,146,957

23,146l'j,

x,1V6,s57_

23,146,857 24,796,473
(1,649,616) (1,649,616)

6,362,984
3,748,132

12,238,798

12,312,995
2,591,563

10,380,933

24
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Golf Hotel Limited
Reports and Financial Statements
For the year ended 30 June,2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)
23 (a) RETIREMENT BENEFIT OBLIGATIONS

2016t2017
Kshs

Balance at beginning of the year 16,290,454
Provisions made during the year 1,353,695
Prior Year Adjustment 4,316,262
Benefits paid out during the year (16,290,454)

201512016
Kshs

15,8 I 7,870
1,169,672

Balance at end of the year 5,669,957

(697,088)

16,2g0,454

A provision is made annually in the company's books for the estimated gratuity liability payable to
staff at the reporting date. Prior year adjustment arose from the difference between the computed
gratuity liability to staffin the year ending June 2016 and provision accrued by the company. This
was done to determine the actual value of gratuity to be transferred to the identified pension scheme.
Gratuity payable to union staff was transferred in full to the respective pension scheme and they are
no longer entitled to gratuity payment. The prior year adjustment therefore relates to under provision
of gratuity payable to management staff for the same period.

23 (b) LEAVE PROVTSIONS

Balance at beginning of the year
Increase in provision for the year
Payment the year

3,659,205
1,845,992

(1,142,773)

4,607,352
948,147)

Balance at end of the year 4,362,424 3,659,205

Gratuity for Management is calculated on one month's salary for every year worked for staff with
over one year at work.

2a@) DTVTDENDS PArD

The total dividends paid relates to claimed dividends, paid to the ordinary shareholders. The
payments are analysed in annual amount below.

Year 2014
Year 2015

Total paid during the year

24(b) DTVTDENDS PAYABLE

2,000,000
2,000,000

o,o:3f::

The balance of dividends payable relates to unclaimed dividends, payable to the ordinary
shareholders. The balances are analysed in annual amount below.

Year 2016 2,500,000

2,500,000Balance at end of the year

25
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

NOTES TO THE STATEMENT OF CASH FLOWS
(a) Reconciliation of operating profit/(loss) to

Cash generated from/ (used in) operations

Operating profit/ (loss)
Depreciation

Operating profiV (loss) before working capital changes

(Increase)/decrease in inventories
(lncrease)/decrease in trade and other receivables
Increase/ (decrease) in hade and other payables
lncrease/ (decrease) in retirement benefit obligations
Increase/ (decrease) in provision for staffleave pay

Cash generated from/ (used in) operations

(b) Analysis of changes in loans

Balance at beginning of the year
Repayments during the year

Balance at end of the year

(c) Analysis of cash and cash equivalents

Cash in hand. (cashiers Float & Petty cash)
Cash at KCB Bank Nc 1101729023
Cash at KCB Bank Nc 1101729597
Short term deposits

Balance at end ofthe year

(d) Analysis of interest paid

Interest on loans (note 9)

Interest on loans capitalised
Balance at beginning of the year
Balance at end of the year

27,950,783 30,647,704

2016t2017
Kshs

20,078,301
7,872,482

40,822
5,o7g,ogo

(2,935,567)
1,353,695

703,219

63,160
5,240,345

16,458,267

20tst20t6
Kshs

23,840,790
6,g06,gl4

120,765
(1,840,814)
6,419,777

472,594
(948,147)

25.

32,192,032 34,870,969

23,146,857 24,796,473
(1,649,676) (1,649,616)

21,497,241 23,146,957

91,290
(466,088)

6,lg2,699
30,000,000

21,761,772 35,907,991

857,964 897,149

857,964 gg7,14g

(-) C)

857,964Interest paid

26
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

26 RELATED PARTY DISCLOSURES

(a) Government of Kenya

Due from directors
Due from other staff

(c) Directors' expenses

Sitting allowance (Inclusive of PAYE& Refreshments)
Transport (Flight & Taxi)
Accommod ation (Ni ght out)

The Government of Kenya through Tourism Finance Corporation is the principal
shareholder of Golf Hotel Limited, holding 80% of the equity interest with the remaining
2}Yobeingheld by the County govemment of Kakamega.

(b) Staff Advances

In line with the company policy, employees are entitled to advance salary not exceeding two
thirds of their net salary and are recoverable in not more than three instalments. Total
advance recoverable as at 30 Jlur:re2017 was as follows:

83,484 60,600

84,484 60,600

2016t2017
Kshs

895.343

441,270

317,200

2015t2016
Kshs

639,625
328,020

1,653,8i3 967,645

(d) Borrowing from TFC

The following are the balance for the related party relationship between Golf Hotel and TFC
as at 30 June 2017 in relation to a loan acquired for the purpose of settlement of outstanding
KRA Tax in 2011

1,649,616.00

Month Period Principal Loan Balance lnterest
July 16 49 L37,468.00 9,760,770.00 77,497.00
Aug 16 50 137,468.00 9,622,702.00 77,497.00
Sept 16 51 L37,468.00 9,485,234.00 77,497.00
Oct 16 52 137,468.00 9,347,766.00 71,497.00
Nov 16 53 L37,468.00 9,2L0,298.00 71.,497.00
Dec 16 54 737,468.00 9,072,930.00 71,,497.00
Jan 77 55 L37,468.00 8,935,362.00 7t,497.00
Feb 17 56 137,468.00 8,797,894.00 71,,497.A0
March 17 57 137,468.00 8,660,426.00 71,497.00
April 17 58 137,468.00 8,522,959.00 7L,497.0O
May L7 59 137,468.00 8,385,490.00 71,497.00
June L7 60 L37,468.00 8,248,022.00 71,,497.00

27
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For the year ended 30 June,2017

As at 30 June 2016

L,649,616.00 887,748

27 FINANCIAL RISK MANAGEMENT

The company's activities expose it to a variety of financial risks, including credit risk and
the effects of changes in foreign crurency exchange rates and interest rates. The company's
overall risk management programme focuses on the unpredictability of the industry and
seeks to minimise potential adverse effects on its financial performance.

Risk management is canied out by the finance and the internal audit departments under
policies approved by the Board of Directors. The Board provides principles for overall risk
management.

a) Market risk

Foreign exchange risk

The company does not undertake any major transactions denominated in foreign currencies.
Therefore, exposures to exchange rate fluctuations are minimal.
Any Foreign currency transactions during the year are converted into Kenya Shillings at
Rates ruling at the transaction date. The resulting differences from conversion and
Translation are dealt with in the Profit and Loss Statement in the year in which they arise.

Month Period Principal Loan Balance lnterest
July 15 37 137,468 77,409,786.00 85,604
Aug 15 38 L37,468 7L,272,31,8.OO 85,573
Sept 15 39 737,468 11,134,850.00 71,497
Oct 15 40 t37,468 70,997,382.00 77,497
Nov 15 4L 737,468 10,859,914.00 77,497
Dec 15 42 t37,468 I0,722,446.O0 7t,497
Jan 16 43 137,468 10,584,978.00 77,497
Feb 16 44 L37,468 70,447,5t0.O0 77,497
March 16 45 137,468 10,310,042.00 7t,497
April 16 46 !37,468 70,L72,574.00 77,497
May i.6 47 t37,468 10,035,106,00 77,497
June 16 48 737,468 9,897,638.00 77,497
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b) Credil risk

Credit risk arises from cash and cash equivalents as well as trade receivables and balances
due from related parties.

The amount that best represents the company's maximum exposure to credit risk as at 30
June2017 is as shown below:

13,217,688 12,603,795 (2,570,893) 23,250,590

The amount that best represents the company's maximum exposure to credit risk as at 30
June 2016 is as shown below:

30 June 2017

Trade receivables
Due from related parties

30 June 2016

Trade receivables
Due from related parties

Neither past due Past due but
nor impaired not impaired

Kshs Kshs

13,134,204 12,603,795
83,484

Neither past due Past due but
nor impaired not impaired

Kshs Kshs

13,177 ,047 I 5,847,8 1 I
60,600

Impaired
Kshs

(2,570,893)

Impaired
Kshs

(2,765,357)

Total
Kshs

23,167,096
83,484

Total
Kshs

26,859,495
60,600

13,237,641 15,847,911 (2,165,357) 26,920,095

Bank balances are held with creditable financial institutions and are fully performing. Trade
receivables are due from customers with good credit rating.

c) Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash to meet company
obligations. The company manages this risk by maintaining adequate cash balances in the
bank, maintaining banking facilities and by continuously monitoring forecast and actual
cash flows.

The table below analyses the company's financial liabilities that will be settled on a net basis
into relevant maturity groupings based on the remaining period at the reporting date to the
contractual maturity date. The amounts disclosed in the table below are the contractual
undiscounted cash flows. Balances due within 12 months as well as parent company funding
equal their carrying balances, as the impact of discounting is not significant.
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Less than I Between
month l- 3 months
Kshs Kshs

At 30 June20l7z
Trade payables
Parent company funding

7,268,328 (1,945,060)

Over 3
months

Kshs

Total

Kshs

939,716 6,362,994
21,497,241 21,497,241

7,268,328 (1,945,060) 22,436,957 27,960,225

At 30 June 2016:
Trade payables
Parent company funding

9,668,770 2,397,697 246,519 12,312,995
23,146,857 23,146,957

28

9,668,770 2,397,697 23,393,375 35,459,942

INCOPORATION

The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

CAPITAL MANAGEMENT

Internally imposed capital requirements:

The company's objectives when managing capital are; To provide an adequate return to
shareholders by pricing products corlmensurate with the level of risk; To safeguard the
entity's ability to continue as a going concern, so that it can continue to provide retums for
shareholders and benefits for other stakeholders; To maintain a strong asset base to support
the development of business; To maintain an optimal capital structure to reduce the cost of
capital. The company sets the amount of capital in proportion to risk. The company manages
the capital structure and makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying assets. In order to maintain or adjust
the capital structure, the company may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares, or sell assets to reduce debt. Consistently
with others in the industry, the company monitors capital on the basis of the gearing ratio.
This ratio is calculated as net debt divided capital. Net debt is calculated as total debt (as
shown in the statement of financial position) less cash and cash equivalents. Capital
comprises all components of equity (i.e. share capital, and retained earnings).
The gearing ratios as at 30 June 2017 were;

20r6t2017 2015t2016
Kshs Kshs

Total borrowings(Note 25(b) 21,497,241 23,146,857
Less:
Cash & cash equivalents (Note 25c)

Net debt

Total equity

Gearing ratio

21,761,772 35,907 ,ggl

(264,531) 02.661

95,213,901
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30. PROGRESS ON FOLLOW.UP OF AUDITORS RECOMMENDATIONS

a) Irregular Investment of Funds

The statement of financial position reflects short-term deposit balance of Kshs. 30,000,000
and which note l6 to the financial statements shows is a cash deposited with a commercial
bank. The deposit is contrary to the directive issued by the National treasury. As a result the
security of the funds can't be ascertained.

Management Action: The Hotel has since the maturity of the last short-term deposit in
August 2016, transferred the fund to one of its operating accounts and is being utilised in
the implementation of the hotels tumaround strategy that involves major refi.rbishment of
the facility with the view of elevating it to at least a 4 star rated hotel from the current 2 star
within the 3-year implementation period.

b) Long Outstanding Payables

The statement of financial position reflects trade and other payables balance of Kshs.
25,285,487 as at 30 June 2015. Included in the balance are long outstanding expenses
totalling Kshs. 7,3 85,000
Incurred between 200512006 and20lll20l2 financial years. It is not clear why the hotel has
not offset these long outstanding expenses.

Management Action: These were levies charged for services centrally offered by the head
office back in the years under reference for director's fee, Management fee and secretarial
Services. The management and TFC agreed that there was no concrete basis for the
respective charges and thus stopped the levying charges. The accrued charges so far were
tabled before the Golf Hotel board during the year 2017 witha proposal of a write-off of the
same and the board recommended for the issue to be taken up by the board of TFC. The
Management is hopeful that a resolution for the write-off of this expenses will be assented
to by the TFC board. The same is well documented in the board minutes of the year 2017.

c) Unclaimed VAT recovery
Records presented for audit indicated that vat recoverable balance amounted to Kshs.
2,826,139 (2014: Kshs. 2,127,323) as at 30 June 2016, thus implying that refund claims for
input VAT were not lodged for with the KRA within 12 months as required. In the
circumstance recovery of the VAT refund is doubtful.

Management Action: The unclaimed VAT represents withholding tax certificates
receivable from trade debtors which have not been issued to the respective debtors to date.
All of the VAT withholding certificates received during the period mentioned were dully
claimed against VAT payable for the respective months they were received. The VAT
receivable balance of Kshs. 2,826,139 consists of certificates not received amounting to
Kshs. 895,528 for2014, Kshs. 694,142 for2015 and2016. The balance of Kshs. 1,236,469
were received and claimed during the year 2017.
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PROGRESS ON FOLLOW-UP Of' AUDITORS RECOMMENDATIONS (Continued)

d) Retirement Benefits Obligations (Gratuity F'unds)

The hotel has set aside funds for gratuity payment for its staff amounting to Kshs.
16,290,254 contrary to retirement benefit requirement that every employer offering gratuity
to its employees should engage a registered fund administrator. Further, the funds are not
kept in a distinctive bank account but are instead banked with other hotel cash. As a result,
the company stands the risk of not being able to pay its retirement benefit obligations as
they fall due.

Management Action: This has since been transferred to an identified pension scheme
(British American Insurance).
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