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KENYA CE FACTORIES CORPORATION
REPORT AND ANCIAL STATEMENTS
FOR THE ED JUNE 30,2OI7

DIRECTORS PORT

The directors nt the audited financial statements for the year ended 30th June 2017

RESULTS

The Surplus year was Kshs.79,833,447.00

THE ROLE THE BOARD

The Board
Corporation.
critical role
profitability.

is responsible for the long term growth and profitability of the
Board charts the direction and monitors management's performance. lt is the

the Board to ensure that the Corporation pursues strategies that increase

BOARD M INGS

The Board
ordinary B

quarterly for scheduled meetings. For specific issues of special nature, extra
meetings are held in between the scheduled quarterly meetings.

Board meetings encompass the review of the periodical Corporation's
performance
All Board

The

appointed Gazetted.

Ail independent and free from any business interest, or other relationship that
could ly interfere with the exercise of independent judgment

BOARD C TEES

The Board s out certain aspects of its duties by delegation to the Board Committees
These ttees meet for scheduled meetings and on occasions where business of special

The Board

nature has
Board and

the set targets as well as monitoring of business and operational issues.
reports are reviewed and appropriate action taken.

N OF THE BOARD OF DIRECTORS

a Chairman, independent and Non-Executive Directors. All Directors are

be conducted. The committees operate under terms of reference approved by the
duties are limited to the operations of the Corporation.

At present are three Board Committees. These are Audit committee, lnformation
ttee and Strategic Committee.
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KEY MAN OARD OF DIRECTORS
The Directors held office during the year to the date of the report were:-

- Itt
-i

General S J Mwathethe
Chairman

MajGenSNThuita
Director

Mr Saitoti Torome
Principal Secretary MoD
As from 05 Apr 17

Maj Gen (Rtd) M O Oyugi
Director as from 07 Jun l6

MajGenLFMghalu
Director

Amb P K Kaberia
Principal Secretary MoD
Up to 05 Apr 17

Maj Gen (Rtd) P O Awitta
Director as from 07 Jun 16

I!il
G+

LtGenRK
Director as

LtGenLM
Director
Up to 28 Jul I

Maj Gen (R
Director

28 Jul 16

Mwanzia
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t

Dr Kamau
PS National

Directors who during the year were:

LtGenLMN
AmbPK

Director up to 28 July 2016
Director up to 05 April2017

Mr O Ontweka
Alternate Director
National Treasury

MajGenMMMunyoki
Managing Director

I
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FIDUCIAR AGEMENT TEAM

The who held office during the year to the date of report were:

*.

Maj Gen Michael M Munyoki
Managing Director

CoICNM Col G Okumu
General Manager
Up to 28 Jul l6

General M
As from 28 t6

LtColJK
Human Re
Upto23F

LtColDK

Manager

anager

Col D O Odeny
Legal Officer

LtCol BNNjiraini
Production Manager

Maj D N Mutiso
Plant Manager

LtColOMRajab
Maintenance Manager
As from 28 Feb l7

t
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Lt ColA M Nteere
Human Resources Manager
As from 23 Feb 17
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Maj Edward
Procurement

thui Maj Guido A Leariwala
Security Manager
As from 20 Nov 16

Mrs Magdalene Ochola
Commercial Services Manager

S N Osembo
Security Manager
Up to 20 Dec 16

Capt J N Munjogu
Plant Manager

Mr Leo K
Quality Manager

Mr. Daniel K owett
Finance

Managers left during the year were:

Col G
Lt Col
Lt Col
Maj S

J

D
N

K
K

General Manager left on 28 Jily 2016
Human Resources Manager left on 22 February 2017
Maintenance Manager left on 23 February 2017
Security Manager left on 20 December 2016

BY F THE BOARI)

GENSJ THETHE MGH, MBS, DCO,'ndc'(K), 'psc'(UK)
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REPORT AND
FOR THE

CORPORA

The Kenya
committed to
integrity and
values and
Corporation

KENYA ORDN E FACTORIES CORPORATION
STATEMENTS

ruNE 30,2017

CE STATEMENT

e Factories Corporation Board of Directors and management are
highest level of corporate governance, which we consider critical to business

stakeholders trust in the Corporation. We promote traditions that
the maximum ethical principle, personal and corporate integrity. The
all its directors, employees, customers and suppliers to act with honesty,

and maintain
of their obligations in accurate, timely and clear form so that they can guide
ll and effective control over strategic, financial, operational and compliance

responsibil

integrity and Our doctrine set out the business standards and in fum, the values we set

ourselves we operate lawfully, with integrity and with respect, observing and respecting
the Kenya ci

The Board is ble for the overall conduct of the Corporation operations and has the
powers, es and duties vested in it by and pursuant to the relevant laws of Kenya and
the State C Act. The Board has final responsibility for the management, direction
and of the Corporation. It is also required to exercise objective judgment on all
corporate independent from management and is responsible for ensuring the
effectiveness and reporting of the Corporation corporate govemance

The full B meets at least four times a year. The Directors receive all information relevant
to the

rssues. direction and guidance on general policy, the Board has delegated authority
for conduct day-to-day business to the Managing Director. The Board nonetheless retains
responsibility establishing and maintaining the Corporation's overall internal control of
financial, and compliance issues as well as implementing strategies for the long
term success

The Board three standing committees, which meet regularly under the terms of reference
set by the The Corporation has defined procedures and financial controls to ensure the
reporting of and accurate accounting information. These cover systems for obtaining
authority for or transactions and for ensuring compliance with laws and regulations that
have financial implications. Procedures are also in place to ensure that assets are

subject to
appropriate

physical controls and that the organization remains structured to ensure
of duties. The Corporation is committed to the highest standards of

rntegnty, and ethics in dealing with all its stakeholders. A formal code of ethics has

been by the Board and is fully implemented to guide management, employees and
acceptable behavior in conducting business. All employees of the Corporation

are to avoid activities and financial interests that could undermine their
to the Corporation.

8
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takes overall

social and
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packaging
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FACTORIES CORPORATION
REPORT AND STATEMENTS

ENDED ruNE 30,20I7

SOCIAL RESPONSIBILITY (CSR)

to our stakeholders is to improve the quality of lives of community

installation through Corporate Social Responsibilities. We take our social and

environmental ty seriously and support the communities and the environment

within which do our business. The Board and Management believe that Corporate Social

CSR) programmes should be relevant, impactful, and sustainable. The Board

ity for the continued development and implementation of appropriate

policies of the Corporation. Our focus is on empowerment of youth

with disabilities. The Corporation reaches out to communities along our

waterline by

under review,

them to the Pipeline to access safe cleaner water. During the year

Corporation was involved in one CSR activity, Environmental Conservation.

relies on the environment extensively for its business, including timber for

Since 2009, the Corporation has been involved in tree-planting within it

9



KENYA ANCE FACTORIES CORPORATION
REPORT FINANCIAL STATEMENTS
FOR THE ENDED ruNE 30,2017

STA OF DIRECTORS RESPONSIBILITIES

Section 81 the Public Finance Management Act, 2012 and Section 14 of the State

Corpora require the Directors to prepare financial statements in respect of Kenya
Ordnance F Corporation which gives a true and a fair view of the state of affairs of the

Corporation at the end ofthe financial year and ofthe operating results ofthe year. They are

also req ensure that the corporation maintains proper accounting records which disclose
with re le accuracy at any time the financial position of the Corporation. They are also

responsible safeguarding the assets of the Corporation.

The Direc are responsible for the preparation and presentation of the State Corporations
financial
and as at

and e

which give a true and fair view of the state of affairs of the Corporation for
of the financial year 201612017 ended on June 30,2017. This responsibility

C

The

the

includes: (i adequate financial management arrangements and ensuring that these

contrnue to effective throughout the reporting period; (ii) maintaining proper accounting
disclose with reasonable accuracy at any time the financial position of therecords, w

(iii) designing, implementing and maintaining internal controls relevant to the

preparation fair presentation of the financial statements, and ensuring that they are free
from misstatements, whether due to elror or fraud; (iv) safeguarding the assets of the

(v) selecting and applying appropriate accounting policies; and (vi) making
accountrng that are reasonable in the circumstances

accept responsibility for the Corporations financial statements, which have been
prepared appropriate accounting policies supported by reasonable and prudent judgment

in conformity with International Public Sector Accounting Standards (IPSAS)

and in the required by the PFM Act and the State Corporation Act. The Directors are of
the the Corporations financial statements give a true and fair view of the state of
the C transactions during the financial year ended June 30, 2017, and the

ial position as at that date. The directors further confirm the completeness of
records maintained for the Corporation which have been relied upon in the

f the Corporation's financial statements as well as adequacy of the systems of
internal control.

Nothing come to the attention of the directors to indicate that the Corporation will not
remarn a concern for at least next twelve months from the date of this statement.

Approval the financial statements

The Factories Corporation financial sta were approved by the Board
on.A 2018 and signed on its behalf by:

Director Director..

l0
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Telephone: +254-20-3 42330
Fax: +254-20-311482
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Website: www.kenao.go.ke

ln addition,
procedures
Opinion and
my attention

P.O. Box 30084-00100

NAIROBI

o CE OF THE AUDITOR.GENERAL
REPORT OF E AUDITOR.GENERAL ON KENYA ORDNANCE FACTORIES
CORPORATIO OR THE YEAR ENDED 30 JUNE 2017

REPORT ON T FINANCIAL STATEMENTS

Qualified Opi

I have audited accompanying financial statements of Kenya Ordnance Factories
Corporation ut on pages 12 to 66, which comprise the statement of financial
position as at
of changes in

June 2017, and the statement of financial performance, statement

budget and
accounting

assets, statement of cash flows and statement of comparison of
I amounts for the year then ended, and a summary of significant

provisions of
Audit Act,201

and other explanatory information in accordance with the
229 of the Constitution of Kenya and Section 35 of the Public

have obtained all the information and explanations which, to the
best of my k ge and belief, were necessary for the purpose of the audit.

ln my opinion,
Opinion sectio

pt for the effect of the matters described in the Basis for Qualified
of my report, the financial statements present fairly, in all material

respects, the ncial position of Kenya Ordnance Factories Corporation as at 30
June 2017, an
in accordance

its financial performance and its cash flows for the year then ended,
lnternational Public Sector Accounting Standards (Accrual Basis)

and comply the State Corporations Act, Cap M6 of the Laws of Kenya.

required by Article 229(6) of the Constitution, based on the audit
, except for the matters described in the Basis for Qualified

er Matter sections of my report, I confirm that, nothing has come to
cause me to believe that public money has not been applied lawfully

and in an way

Basis for ed Opinion

1.0 P Plant and Equipment

1.1 ister

The of financial position reflects property plant and equipment figure of
Kshs.2,987, 272 as at 30 June 2017 comprising of building and civil works, water
line and civi
vehicles, furn

works, work in progress, plant equipment and machinery, motor
re and fittings and computers with total cost of Kshs.4,549,761,722 as

disclosed in 11 to the financial statements. However, assets with total cost of
Kshs.810, 13 were not recorded in the fixed asset register. Further as reported

Report oJ'the A on the Finonciul Statemenls of Kenya Ordnonce Factories Corporation for the

year ended 30 2017

PromotingAccountabili4, in the Public Seclor



in the previous years, a schedule with details of the buildings, civil works, waterline,
plant, equipment and machinery, furniture and fittings has not been provided for audit
verification. Although management explained that the register indicates the block
figures that were obtained from the records of the contractor and that the Ministry of
Defence is working with the government chief valuer of the Ministry of Lands Housing
and Settlement to value all the corporation assets including land so that the same
can be properly documented, no documentary evidence has been provided in
support. lt is therefore not known when the process of valuing of the assets shall be
completed and the register updated.

Consequently, the accuracy, validi$ and existence of the assets' balance of
Kshs.2,987,593,272 could not be confirmed.

1.2 Land

The statement of financial position as at 30 June 2017 and note 11 to the financial
statements reflects non-current assets figure of Kshs.2,987,593,272. However, as
reported in previous years, the Corporation only has title documents for land
measuring 727.7 hectares on which the factory stands. The Corporation
further requested the Government to allocate it additional 908 hectares to enable it
attain the required safety distance for the factory, subsequent to which an allotment
letter for additional land was issued. The process of surveying the additional 908
hectares started in February 2011 but stalled due to squatters who could not allow
surveyor's access to the land in the buffer zone which is necessary to ensure safety
of the people in the neighbourhood and security of the factory in accordance with
I nternational Standards.

ln addition, all parcels of land including land registration numbers Kakamega
/Sango/1970, LR No.2720611 and LR No.2720612 measuring 0.48 hectares, 2545
hectares and 727.1 hectares respectively have not been valued and included in
these fi nancial statements.

Consequently, the accuracy and completeness of the non-current assets' balance of
Kshs.2,987,593,272 could not be confirmed.

1.3 ldle Machinery

Available information revealed that the Corporation has in its records idle property,
plant and equipment with an unknown value which were either installed, partially
installed or not installed at all comprising of anvil piecing machines (2No), prima cap
manufacturing machine (1No), prima polishing machines (5No) and a tracer bullet
loading. The machinery has been lying idle from the time the factory was built. This
is contrary to the provisions of Section 72(1) (a) of the Public Finance Management
Act, 2012 which states that the accounting officer for a national government entity
shall manage the assets of the entity in a way which ensures that the national

Report of the Auditor-General on lhe Financial Statemenls of Kenyu Ordnance Factories Corporation for the
year ended 30 June 201 7
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governmen tity achieves value for money in acquiring, using and disposing of
those a

Conseque
idle machi

, the Corporation has not obtained value for money in respect of the
that have not been put to use since the factory was established

2.0 and Other Receivables

2.1 le Value Added Tax

As previo reported, the statement of financial position reflects trade and other
receivab figure of Kshs.437,758,058 as at 30 June 2017 which includes
claimable e added tax amount of Kshs.109,476,090 as disclosed in note 16 to
the fina ents and which is indicated as Kshs.73,098,600 due from Ministry

September 13 and July 2014 in November 2014 which was however long after the
due date.
was paid
P0510987

s reviewed indicated that the input tax on imported raw materials
the Ministry of Defence on behalf of the corporation using its PIN No

while the claim was filed by the corporation using the Corporation PIN
No P05112 1J but there was no evidence to indicate that the two entities are
jointly reg for VAT refund. Although the Corporation has now indicated that

due from the Ministry of Defence, there has been no documentary
how that the Ministry of Defence is pursuing the claim on behalf of the
nd if the amount is still recoverable.

Further, incl in the claimable VAT amount of Kshs.109,476,090 is an amount of
claimable for the year 2003. However, letter Ref no.Kshs.36,3

KRA/D

of Defence
record has
arrived at.
includes
claim of Ks

the amount
evidence to
Corporation

indicates th
claim was
indicated t

Report oJ'the
vear ended 30

Kshs.36,377,490 due from Kenya Revenue Authority. However, no
n provided for audit verification to ascertain how the amounts were

ion available indicates that the amount of Kshs.73,098,600
68,861,381 which was ascertained when the corporation filed a VAT
81,000,000 with the Kenya Revenue Authority (KRA) for the period

&RD/007 dated 22nd February 2017 from Kenya Revenue Authority
the Withholding VAT Refund of Kshs.36,377,490 is not payable as the
bmitted late and therefore time bared. Although, the Corporation has
it has engaged a tax consultant in March 2018 to follow up the claim,

there has n no indication of the progress made in recovering the claim

Consequen , the recoverability of the claimable VAT amount of Kshs.109,476,090 is
doubtful a accuracy of the trade and receivables balance of Kshs.437,758,058
as at 30 Ju 2017could not be confirmed

2.2 oth Exchange Debtors

lncluded a
exchange

in the trade and other receivables figure of Kshs.437,758,058 is other
rs figure of Kshs.154,704,695 out of which an amount of

General on the Financial Statements of Kenya Ordnance Factories Corporation Jbr the

3
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Kshs.2,416,450 is in respect of a prepayment made to a South African firm in
201012011 and which has remained outstanding since then. Although the
management has indicated that the issue is being pursued by the Kenya's Defence
Attach6 in South Africa, no documentary evidence has been provided to show the
progress made and when the amount shall be recovered from the firm.

ln addition, the other exchange debtors figure of Kshs.154,704,695 includes an
amount of Kshs.9,088,067 owed by Engineers Brigade out of a total of
Kshs.45,063,592 advanced to it between 2013 and 2015 to produce bottled water on
behalf of the Corporation. Water supplies with an amount of Kshs.35,975,525 were
made. Although information available indicates that a Board of Officers (BOO) was
constituted in August 2017 lo investigate the matter, a report of this instigation was
not provided for audit review.

Consequently, the recoverability of the prepayment balance of Kshs.11,504,517
could not be confirmed.

2.3 Tax Recoverable

As reported in the previous years, the statement of financial position reflects tax
recoverable balance of Kshs.12,859,976 as at 30 June 2017 as disclosed in note 17
to the financial statements in respect of Value Added Tax (VAT) due from Kenya
Revenue Authority (KRA) which has been outstanding for the last 16 years.
Although the collectability of this amount is doubtful, the Corporation has not made a
provision to cover the uncertainty in recovering the claim.

Consequently, recoverable of the amount of Kshs.12,859,976 could not be
confirmed.

3.0 Trade and Other Payables

3.1 Trade Payables

The statement of financial position reflects trade and other payables' balance of
Kshs.S15,566,684 which includes trade payables' figure of Kshs.277,354,628 as
disclosed in note 20 to the financial statements. As reported in the previous years,
the trade payables figure of Kshs.277,354,627 was in respect of prepayment made
by the Ministry of Defence in respect of deposits for product purchases which have
however remained unsettled or un-serviced since 201112012. Although the
management has explained that the Corporation and the Ministry of Defence reached
an agreement for the Corporation to issue a credit note for the outstanding balance,
the agreement has not been availed for audit verification.

Report oJ'the Auditor-Generul on the Financial Statements of Kenya Ordnance Factories Corporation.for the
year ended 30 June 2017

4



been due to uent breakdown in machines and that with the establishment of a
new prod
refund the

reviewed the price to Kshs.232 for assorted brass per kilogram and
of stainless steel at Kshs.S8 per kilogram.

will be establ or when the refund will be made

4.0 Sale Scrap Metal

The stateme of financial performance for the year ended 30 June 2017 reflects
other income re of Kshs.230,595,493 which includes income from sale of scrap
metal of Ksh ,892,242 as disclosed in note 6 to the financial statements that were
sold to a sing firm. Records available indicates that the corporation's sale of scrap
contract with
the agreeme
office memo

firm expired on 30 June 2016 but the firm requested for extension of
for another two years commencing 1 July 2016. According to inter-

30 June 2016, the management approved the extension of the
sale ag (KOFC/001/15-16) and asked the buyer to review the current price of
brass scrap
to which the
retained the

Kshs.208.80 per Kilogram and stainless steel at Kshs.58 per kilogram

However, orporation did not maintain an annual asset disposal plan as required

3.2 Pa

The trade an
received in
statements,
refunded in
2011t2012.

by Section 5
that all asset
annual
Corporation
90 (5) of the
procunng
Secretary
procu
current

Corporation
ethical resp

Received in Advance

er payables' balance of Kshs.S15,566,684 also includes payments
nce of Kshs.140,000,000 as disclosed in note 20 to the financial

ing cash advance from the Ministry of Defence which was to be
rm of ammunition or cash but has remained outstanding since
ough the management has explained that the delay in refund has

line, the corporation shall be in a position to service the order or
ey, no indication has been given as to when the new production line

( ) of Public Procurement and Assets Disposal Act,2015 which states
isposals shall be planned by the accounting officer concerned through
disposal plan in a format set out in the Regulations. Further, the

not provide clearance from the Cabinet Secretary in line with Section
blic Procurement and Assets Disposal Act, 2015 which states that the

that deal with classified items shall agree annually with the Cabinet
e category of classified items to be included in the classified list of

or disposals to be applied. ln addition, there is no evidence that the
were determined by a technical committee in accordance with Section

accordance with ISSAI 30 on Code of Ethics. I have fulfilled other
ibilities in accordance with the ISSAI and in accordance with other

16a (3) of ame Act.

Consequent the management breached the law and the accuracy of the scrap
of Kshs.37,892,242 for the year ended 30 June 2017 could not bemental inco

confirmed.

The audit conducted in accordance with lnternational Standards of Supreme
Audit I (lSSA|s). I am independent of Kenya Ordnance Factories

Report of the A General on the Financiul Stalements of Kenya Ordnance Factories Corporation.for the
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ethical requirements applicable to performing audits of financial statements in Kenya.
I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described
in the Basis for Qualified Opinion and Other Matter sections of my report, I have
determined that there are no Other Key Audit Matters to communicate in my report.

Other Matter

1.0 GovernanceFramework

1.1 Lack of lndependent lnternal Audit Function

Although the Corporation had established an internal audit unit to oversee the
governance mechanism and promote transparency and accountability in the
management of the corporation's resources, the unit operated without an audit
charter detailing the scope, responsibilities and purpose of internal audit function.
Although the management stated that the unit shall adopt and customise the Ministry
of Defence internal audit charter, there is no indication as to when this shall be done
and availed for audit review. Further, the internal audit function had only two officers
who reported both administratively and functionally to the Managing Director instead
of reporting functionally to the Audit Committee contrary to Section 155(1) of the
Public Finance Management Regulations, 2015.

Consequently, the unit lacks operational independence and guiding tool to execute
its mandate and which is against the law.

1.2 Failure to Establish Audit Gommittee

The Corporation has not established an audit committee contrary to Section 73 (5) of
the Public Finance Management Act, 2012 which states that every national
government public entity shall establish an audit committee whose composition and
functions shall be as prescribed by the regulations. Although the management
explained that the Board was in the process of establishing an audit committee and
that the names have been proposed awaiting approval to commence work, no
documentary evidence was availed in support of this or an indication as to when the
process shall be completed.

Consequently, the management is in breach of the law

Report of the Auditor-General on the Financial Statements of Kenya Ordnance Factories Corporalion for the
year ended 30 June 20 I 7
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2.0 Failure Observe One Third Staff Establishment Rule

Audit of the I for the month of June 2017 showed that Kenya Ordinance
Factories on had a staff establishment of 267 (two hundred and sixty seven)
other perma and pensionable staff out of whom 130 (one hundred and thirty) or
49% were fro dominant ethnic community leaving 137 (one hundred and thirty

other communities as analysed below:seven) or 51o/o

This is contra
Act, No. 12 of
diversity of t

to Section 7 (1) and (2) of the National Cohesion and lntegration
8 which requires all public establishments to seek to represent the
people of Kenya in employment of staff and that no public

establishm all have more than one third of its establishment from the same
ethnic commu

Consequently, management has contravened the one third ethnic diversity rule
on staff establ nt.

Responsibi! of Management and Those Charged with Governance for the
Financial

Management responsible for the preparation and fair presentation of these
financial sta in accordance with lnternational Public Sector Accounting
Standards al Basis) and for such internal control as management determines
is necessary enable the preparation of financial statements that are free from

ment, whether due to fraud or error.

financial statements, management is responsible for assessing the

material m

Corporation's
matters
the managem
have no reali

ln preparing

Management
Auditor-Gene
Act,2015.

lity to continue as a going concern, disclosing, as applicable,
going concern and using the applicable basis of accounting unless

either intends to liquidate the Corporation or to cease operations, or
alternative but to do so.

also responsible for the submission of the financial statements to the
in accordance with the provisions of Section 47 of the Public Audit

Report of the A on the Financial Statements oJ' Kenya Ordnance Factories Corporation.for the

7

No Dominant
Ethnic
Community
No

Dominant
Ethnic
Community
otto

Non
Dominant
Ethnic
Community
No

Non-Dominant
Ethnic
Community %

"rrlStru

11 100Board of Directof 11 0 N/A
N/A 12 100Senior Manageffnt 12 0

Other oermanenlhnd
Pensionable Sta[

267 130 48.7 137 51.3

year ended 30 l7



Those charged with governance are responsible for overseeing the Corporation's
fi nancial 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
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 scepticism 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

o 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 Corporation's internal control.

a

a

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

Conclude on the appropriateness of the management's use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant
doubt on the Corporation's ability to continue as a going concern or 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 Corporation to cease
as a going concern or to continue to sustain its services.

Report of the Auditor-Generctl on the Financial Statements oJ' Kenya Ordnance Factories Corporation for the
year ended 30 June 201 7
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a Evalu the overall presentation, structure and content of the financial
, including the disclosures, and whether the financial statements

rep the underlying transactions and events in a manner that achieves fair
prese n.

. Obtain appropriate audit evidence regarding the financial information
and b ess activities of the Corporation to express an opinion on the financial

Pe such other procedures as I consider necessary in the circumstances.a

I commun with the management regarding, among other matters, the planned
scope ing of the audit and significant audit findings, including any significant
deficienc in internal control that are identified during the audit

I also p management with a statement that I have complied with relevant
ethical ents regarding independence, and to communicate with them all
relationshi and other matters that may reasonably be thought to bear on my
indepe ce, and where applicable, related safeguards

FCPA rd R. O. Ouko, CBS

Nairobi

11 July 8

Report of' uditor-General on the Financial Slatements qf Kenya Ordnance Fuctories C'orporation ./br the

9

year ended .lune 20 l7



KENYA

SALES

RECU

OTHER

(Lo

CE FACTORIES CORPORATION
REPORT AND ANCIAL STATEMENTS
FOR THE YEAR ED JUNE 3O,2OI7

STATEME F FINANCIAL PERFORMAI{CE

FOR THE ENDED 30t06t20t7

NOTE

YEAR ENDED

2016-2017

KSHS

YEAR ENDED

2015-2016

KSHS

924,877,049

(985,483,137)

3

4

725,285,941

(882,68 1,106)COST OF

GROSS

TRADING ( syPRoFrT

FARM IN

OTHER IN

RANT

FAIR VAL (LOSS) ON

BIOLOGI ETS

ADMINI EXPENSES

TING EXPENSES (Audit Fee)

OPERATIN F'IT

FINANCE (C ME

WITHHO TAX ON FIXED DEPOSITS

BEFORE TAX

PROFIT AFTER TAX

5

6

7

8

9

(157,395,164)

(157,395,164)

143,889,250

230,595,493

354,845,911

(501,266,830)

(812,000)

(60,606,088)

(60,606,088)

115,296,300

15 1,838,3 18

303,672,093

(392,344,960)

(812,000)

4,516,940 19,946,090

10

231,768,764

74,373,600

6,423,349

(963,502)

197,595,841

136,989,753

7,303,089

(1,095,991)

79,833,447 143,196,851

79,833,447 143,196,851

t2



KENYA FACTORIES CORPORATION
REPORT AND STATEMENTS
FOR THE ENDED ruNE 30,2OI7

STATEME OF FINANCIAL POSITION

AS AT t7

NOTES

PROPERTY

CURRENT

INVENTOR

2016-2017

KSHS

2015 - 2016

KSHS

l,l g0,g l g,7g5

142,177,900

169,242,794

122,450,564

386,049,925

12,859,976

2,230,253,936 2,023,599,944

5,217,947,109 5,093,209,307

5,122,530,513

37,670,072

(537,753,607)

4,702,280,425 4,622,446,979

20 515,566,684 460,762,329

5,217,947,109 5,093,209,306

ASSETS

AND EQUIPMENT 11 2,987,593,272 3,059,609,462

2,987,593,272 3,059,609,462

TS

BIOLOGI STOCKS

CASH AND BALANCES

SHORT INVESTMENT

TRADE RECEIVABLES

TAX RECO LE

EQUITY

EQUITY

LIABILITIES

REVALUATI

INVESTMENT

SURPLUS

REVENUE ERVES

CURRENT

TRADE AND PAYABLES

TOTAL E AND LIABILITIES

The financial

lts

were approved by the Board of Directors on

t2

13

t4

15

t6

t7

1,370,453,943

143,677,900

I 88,504,1 60

77,000,000

437,759,057

12,859,976

18

t9

5,122,530,513

37,670,072

(457,920,160)

and

) (Managing Director)

GI (Rtd)

l3

MAJGBNMMMUNYWOKI



KENYA ORDN
REPORT AND
FOR THE

STATEMENT OF

FOR THE YEAR EN

BALANCE AS AT

Net (Loss)/Profit for

BALANCE AS AT

BALANCE AS AT

Net (Loss)/Profit for

BALANCE AS AT

Revaluation Surplus rs

1't

E FACTORIES CORPORATION
STATEMENTS

JLrNE 30, 2017

GES IN NET ASSETS

30t06t2017

GOVERNMENT

INVESTMENTS

KSHS

Y 2015 5,122,530,513

REVALUATION

SURPLUS

KSHS

37,670,072

REVENUE

RESERVE

KSHS

(680,950,458)

143,196,851

TOTAL

KSHS

4,479,250,127

143,196,85 Ithe ear

2016 5,122,530,513 37,670,072 (537,753,607) 4,622,446,978

Y 2016 5,122,530,513 37,670,072lst

the ear

(537,753,607)

79,833,447

4,622,446,978

79,833,447

2017 5,122,530,513 37,670,072 (457,920,160) 4,702,280,425

to valuation of motor vehicles after they were fully depreciated.

t4



KENYA O NANCE FACTORIES CORPORATION
REPORT
FOR THI]

FINANCIAL STATEMENTS
ENDED JUNE 30,20I7

STA OF CASH FLOWS

FOR T YEAR ENDED 3010612016

Activities

(Loss 79,833,447 143,196,851

NOTE

YEAR ENDED

2016-2017

KSHS

YEAR ENDED

20ts-2016

KSHS

before tax

for:Adju

Interest

Depreci

Changes

(Increase

(Increase

in fair value of Biological Assets

working capital

in Inventory

in Debtors and prepayments

l0

2t

22

l0

(6,423,349)

104,526,711

(4,516,940)

(l 75, I 89, l9l)
(51,709,132)

54,804,356

(7,303,089)

111,212,652

( 19,946,090)

(t53,259,727)

39,025,172

(68,378,417)) in Creditors and accruals

Cash ted from operations

Tax paid

Net Cash

thholding Tax on Deposits)

generated from operating activities

I
Purchase fixed assets

Interest ved

Net cash for investing activities

Financ vities

Investment

) in cash and cash equivalents

in cash and cash equivalents

Cash and Equivalent at the beginning of the year

) during the year

Cash and Equivalent as at 30th June 2017

444,356 43,451,361

1,325,900

(881,544)

44,547,351

( 1,095,991)

(32,510,5 l9)

5,876,965

(62,602,838)

7,303,089

(26,633,554) (55,299,749)

(26,189,198) (11,848,388)

291,693,358

(26,189,198)

293,064,465

(l l,g48,3gg)

l5 265,504,160 291,693,358

l5
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KENYA ANCE FACTORIES CORPORATION
REPORT A FINANCIAL STATEMENTS
FOR THE ENDED JUNE 30,2OI7

Notes to the Statements

Gen Information
Factories Corporation is established and derives its authority from

Legal Noti No. 125, of 25 July 1997 Cap 446. The entity is wholly owned by
G of Kenya and is domiciled in Kenya, The entity's principal activity is to

Hardware, Machinery and Equipment.

t of compliance and basis of preparation - IPSAS I

The Kenya

accordance

Factories Corporation financial statements have been prepared in

and comply with International Public Sector Accounting Standards (IPSAS)

The statements are presented in Kenya shillings, which is the functional and reporting
currency of Corporation. The accounting policies have been consistently applied to all the
years

The statements have been prepared on the basis of historical cost, unless stated

2.

1.

Kenya

otherwise.

statements

Summory

Fees, taxes

when the

related

lncome ls

is probable

flow to the

Transfers
with other

a.

i)

cash flow statement is prepared using the direct method. The financial
prepared on accrual basrs.

Accounting Policies

e recognition
from non-exchange transactions - IPSAS 23

fines: The Corporation recognizes revenues from fees, taxes and fines
occurs and the asset recognition criteria are met. To the extent that there is a

attached that would give rise to a liability to repay the amount, deferred
instead ofrevenue. Other non-exchange revenues are recognized when it

the future economic benefits or service potential associated with the asset will
and the fair value of the asset can be measured reliably

other government entities: Revenues from non-exchange transactions

entities are measured at fair value and recognized on obtaining control
of the goods, services and property) if the transfer is free from conditions and it is
probable the economic benefits or service potential related to the asset will flow to the

can be measured reliably

iD from exchange transactions - IPSAS 9

Rendering services: The Corporation recognizes revenue from rendering of services

the stage of completion when the outcome of the transactionby
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KENYA ANCE FACTOzuES CORPORATION
REPORT
FOR THE

FINANCIAL STATEMENTS
ENDED ruNE 30,2OI7

Noles to Finoncial Statements Continued:

can be reliably. The stage of completion is measured by reference to labour hours

incurred te as a percentage of total estimated labour hours.

outcome cannot be measured reliably, revenue is recognized only to the

expenses incurred are recoverable.

Revenue from the sale of goods is recognized when the significant risks and

IAS 12

lar.' Current income tax assets and liabilities for the current period are

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

tax laws used to compute the amount are those that are enacted or substantively

the reporting date in the area where the Corporation operates and generates taxable

rewards ip have been transferred to the buyer, usually on delivery of the goods and

when the of revenue can be measured reliably and it is probable that the economic
potential associated with the transaction will flow to the Corporation.

Interest income is accrued using the effective yield method. The

benefits

Interest
effective

financial
principal

ld discounts estimated future cash receipts through the expected life of the

to that asset's net carrying amount. The method applies this yield to the

to determine interest income each period.

b) Bud _ IPSAS 24

The budget is prepared on the accrual basis, that is, all planned costs and income are

presented

adoption

a single statement to determine the needs of the Corporation. As a result of the

the accrual basis for budgeting purposes, there are no basis, timing or Corporation

that would require reconciliation between the actual comparable amounts and the

amounts as a separate additional financial statement in the statement of comparison

ofbudget actual amounts.

Where

extent

Sale

c) Taxes
Current
measured

tax rates

enacted,

income.

to and establ ishes provisions where appropriate.

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

Current

and not

taken in

between

purposes

Deferred
taxable

tax relating to items recognized directly in net assets is recognized in net assets

statement of financial performance. Management periodically evaluates positions

tax returns with respect to situations in which applicable tax regulations are subject

tax bases of assets and liabilities and their carrying amounts for financial reporting
the reporting date

liabilities are recognized for all taxable temporary differences, except in respect of
differences associated with investments in controlled entities, associates and

joint ventures, when the timing of the reversal ofinterests

22



KENYA O NCE FACTORIES CORPORATION
REPORT FINANCIAL STATEMENTS
FOR THE Y ENDED JLINE 30,2017

Notes to the Statements Continued:

the differences can be controlled and it is probable that the temporary differences
willnot in the foreseeable future

Deferred are recognized for all deductible temporary differences, the carry forward

temporary and the carry forward of unused tax credits and unused tax losses can be
utilized, in respect of deductible temporary differences associated with investments in
controlled ties, associates and interests in joint ventures, deferred tax assets are recognized
only to the

foreseeable

that it is probable that the temporary differences will reverse in the
and taxable profit will be available against which the temporary differences

can be

The amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent

or part of
it is no longer probable that sufficient taxable profit will be available to allow all

deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed

of unused

extent that

at each

taxable

Deferred

taxatlon a

When

of sales

receivabl

credits and any unused tax losses. Defened tax assets are recognized to the
is probable that taxable profit will be available against which the deductible

t.

tax incurred on a purchase of assets or services is not recoverable from the
ty, in which case, the sales tax is recognized as part of the cost of acquisition of

date and are recognizedto the extent that it has become probable that future
will allow the deferred tax asset to be recovered.

Deferred assets and liabilities are measured at the tax rates that are expected to apply in the
year when

have been

asset is realized or the liability is settled, based on tax rates (and tax laws) that
or substantively enacted at the reporting date

Deferred

surplus or
relating to items recognized outside surplus or deficit is recognized outside

Deferred items are recognized in correlation to the underlying transaction in net assets.

assets and deferred tax liabilities are offset if a legally enforceable right exists to
set off tax assets against current income tax liabilities and the deferred taxes relate to
the same Corporation and the same taxation authority

Sales tax: Expenses and assets are recognized net ofthe amount ofsales tax, except

When the

the asset part of the expense item, as applicable

and payables are stated with the amount of sales tax included the net amount
recoverable from, or payable to, the taxation authority is included as part of

or payables in the statement of financial position.

d) property - IPSAS 16

properties are measured initially at cost, including transaction costs. The carrying
amount s the replacement cost of components of an existing investment property at the

is incurred if the recognition criteria are met and excludes the costs of day-to-daytime that

of an investment property

23



period of

the items.

recognltlon
surplus or

Waterline
Plant, Eq

Intangible

assets acq

Following

excluding
surplus or
intangible

s)

The C

KENYA ORDN FACTORIES CORPORATION
STATEMENTS

ruNE 30,2017

Statements Continued:

at the date of
using the cost

acquired through a non-exchange transaction is measured at its fair value
ition. Subsequent to initial recognition, investment properties are measured

Investment

investment

ln use are:

I works

service potenti is expected from its disposal. The difference between the net disposal

carrying amount of the asset is recognized in the sulplus or deficit in theproceeds and

Transfers are made to or from investment property only when there is
a change in use

e) Property, and equipment - IPSAS 17

All property, and equipment are stated at cost less accumulated depreciation and
impairment s. Cost includes expenditure that is directly attributable to the acquisition of

significant parts of property, plant and equipment are required to be replaced

at intervals, recognizes such parts as individual assets with specific useful lives
and deprecia accordingly. Likewise, when a major inspection is performed, its cost is
recognized in carrying amount of the plant and equipment as a replacement if the

are satisfied. All other repair and maintenance costs are recognized in
as incurred. Where an asset is acquired in a non-exchange transaction for nil

or nominal
depreciation

Building and

the asset is initially measured at its fair value. The annual

REPORT AND
FOR THE YEAR

Notes to the

Investment

Motor Vehic
Furniture and
Computers

f) Intangible _ IPSAS 3I

amortrzation

and are depreciated over a 3O-year period.

s are derecognized either when they have been disposed of or when the
is permanently withdrawn from use and no future economic benefit or

works
1.00%
1.00%
2.s0%
2s.00%
s.00%
30.00%

and Machinery

acquired separately are initially recognized at cost. The cost of intangible
in a non-exchange transaction is their fair value at the date of the exchange.

recognition, intangible assets are carried at cost less any accumulated
accumulated impairment losses. Intemally generated intangible assets,

zed development costs, are not capitalized and expenditure is reflected in
it in the period in which the expenditure is incurred. The useful life of the

is assessed as either finite or indefinite.

and development costs

expenses research costs as incurred. Development costs on an individual
gnized as intangible assets when the Corporation can demonstrate:prolect are

24



Notes to the

expected

determined

not have an

flows

on the crops

Bearer Bio
Gains or

FOR THE YEAR

The technical

sale

The ability to

Following ini
amortization

Its intention to and its ability to use or sell the asset

How the asset I generate future economic benefits or service potential

The availability resources to complete the asset

reliably the expenditure during development

recognition of an asset, the asset is carried at cost less any accumulated

accumulated impairment losses. Amortization of the asset begins when

KENYA ORDN FACTOzuES CORPORATION
REPORT AND ANCIAL STATEMENTS

JUNE 30, 2017

Statements Conlinued:

ty of completing the asset so that the asset will be available for use or

Point of sale

and transfer

markets.

includes commissions to brokers and dealers, levies by regulatory agencies

and duties but exclude transport and other necessary to get the assets to the

development is and the asset is available for use. It is amortized over the period of
During the period of development, the asset is tested for impairment

annually with impairment losses recognized immediately in surplus or deficit.

h) Biologic
Living plants

Corporation,

are measured

probable future economic benefits, which are owned and controlled by the

accounted for as biological assets. Biological assets and agricultural produce

fair value less estimated point of sale cost.

The fair value the biological assets and agricultural produce that have an active market is

the quoted prices in the market. The fair value of the biological assets that do

market is determined based on the present value of the expected net cash

at the current market determined pre-tax borrowing rate

The fair value the Corporation newly planted crops is estimated by reference cost incurred

the reporting date.

For Financial ng purposes, the Corporation classifies its biological assets as follows

Consumable Assets:Consumables biological assets are those that are to be harvested

or sold as biological assets.as agricultural
I Assets: Other Biological assets are classified as bearer biological assets.

arising on initial recognition of biological assets and agricultural produce and

from changes

the year.

fair value less point of sale costs are recognized in the income statement for
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KENYA ANCE FACTORIES CORPORATION
REPOR FINANCIAL STATEMENTS
FOR ENDED ruNE 30,2OI7

Notes to Fi nanc ial Stste me nts C o nti n ued:

h) ncial instruments - IPSAS 29

aSSeTS

Initial and measurement: Recognition and Measurement are classified as

financial sets at fair value through surplus or deficit, loans and receivables, held-to-maturity
ln or available-for-sale financial assets, as appropriate. The Corporation determines

the clas of its financial assets at initial recognition.
Loans receivables.'Loans and receivables are non-derivative financial assets with fixed or

payments that are not quoted in an active market. After initial measurement, such

financial
method,
premium

are subsequently measured at amortized cost using the effective interest

Losses from impairment are recognized in the surplus or deficit.
.'Non-derivative financial assets with fixed or determinable payments and

fixed ties are classified as held to maturity when the Corporation has the positive
intention ability to hold it to maturity. After initial measurement, held-to-maturity

are measured at amortized cost using the effective interest method, less

Amortized cost is calculated by taking into account any discount or premium on

and fees or costs that are an integral part of the effective interest rate. The losses

arlslng impairment are recognized in surplus or deficit.
of Jinancial assels.'The Corporation assesses at each reporting date whether there

evidence that a financial asset or a Corporation of financial assets is impaired. Ais objecti
financial or a Corporation of financial assets is deemed to be impaired if, and only if,
there is evidence of impairment as a result of one or more events that has occurred
after the recognition of the asset (an incurred 'loss event') and that loss event has an

impact

assets

estimated future cash flows of the financial asset or the Corporation of financial
can be reliably estimated. Evidence of impairment may include the following

The de or a Corporation of debtors are experiencing significant financial difficulty
Default in interest or principal payments

The ity that debtors will enter bankruptcy or other financial reorganization
Obs data indicates a measurable decrease in estimated future cash flows (e.g. changes in
alTears or conditions that correlate with defaults)

liabilities
Initial and meusurement:Financial liabilities within the scope of IPSAS 29 are

classified financial liabilities at fair value through surplus or deficit or loans and borrowings,
The Corporation determines the classification of its financial liabilities at initial
financial liabilities are recognized initially at fair value and, in the case of loans
plus directly attributable transaction costs.

impairment. Amortized cost is calculated by taking into account any discount or
acquisition and fees or costs that are an integral part of the effective interest rate.

i)

AS

and

26



KENYA NANCE FACTORIES CORPORATION
REPORT FINANCIAL STATEMENTS
FOR ENDED JLTNE 30,2OI7

Notes to Finonc ial Stateme nts Co nti n ue d :

Loans borrowing:After initial recognition, interest bearing loans and borrowings are
su measured at amortized cost using the effective interest method. Gains and losses
are in surplus or deficit when the liabilities are derecognized as well as through the
effective
IPSAS 2

and fees

method amortization process

cost is calculated by taking into account any discount or premium on acquisition
costs that are an integral part ofthe effective interest rate.

i) In _ IPSAS 12

In is measured at cost upon initial recognition. To the extent that inventory was
received non-exchange transactions (for no cost or for a nominal cost), the cost of the
rn its fair value at the date of acquisition. Costs incurred in bringing each product to
its and conditions are accounted for, as follows

Raw purchase cost using the weighted average cost method

and work in progress: cost of direct materials and labour and a proportion of
overheads based on the normal operating capacity, but excluding borrowing

Finished

costs

After recognition, inventory is measured at the lower of cost and net realizable value.
the extent that a class of inventory is distributed or deployed at no charge or for a

nominal that class of inventory is measured at the lower of cost and current
cost. Net realizable value is the estimated selling price in the

ordinary of operations, less the estimated costs of completion and the estimated costs
make the sale, exchange, or distribution. Inventories are recognized as an expense

when for utilization or consumption in the ordinary course of operations of the

_ IPSAS 19

Provisi are recognized when the Corporation has a present obligation (legal or constructive)
of a past event, it is probable that an outflow of resources embodying economic
service potential will be required to settle the obligation and a reliable estimate can

asa

k)

benefits

be made the amount of the obligation. where the Corporation expects some or all of a
be reimbursed, for example, under an insurance contract, the reimbursement is

relating

as a separate asset only when the reimbursement is virtually certain. The expense
any provision is presented in the statement of financial performance net of any

relm

liabilities:The Corporation does not recognize a contingent liability, but discloses
details contingencies in the notes to the financial statements, unless the possibility of an

resources embodying economic benefits or service potential is remote.outflow
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Notes to the Stotements Continued:

Contingent The Corporation does not recognize a contingent asset, but discloses details
of a possible whose existence is contingent on the occurrence or non-occurrence ofone or
more uncertain

the financial

m) Changes

effects of
impractical.

n) Employee
Retirement b

current and

benefits are

The defined

method basis

contributions

events not wholly within the control of the corporation in the notes to
Contingent assets are assessed continually to ensure that

developments

certain that an

appropriately reflected in the financial statements. If it has become virrually
of economic benefits or service potential will arise and the asset's value

can be reliably, the asset and the related revenue are recognized in the financial
statements of period in which the change occurs

l) Nature and of reserves
creates and maintains reserves in terms of specific requirements. Corporation

states the maintained and appropriate policies adopted.

policies and estimates - IPSAS 3
recognizes the effects of changes in accounting policy retrospectively. The
in accounting policy are applied prospectively if retrospective application is

- IPSAS 25

periods. The contributions to fund obligations for the payment of retirement

funds are actuarially valued tri-annually on the projected unit credit
identified are recovered through lump sum payments or increased future

proportional basis to all participating employers. The contributions and lump

plans:The Corporation provides retirement benefits for its employees.
Defined c plans are post-employment benefit plans under which an Corporation

ons into a separate Corporation (a fund), and will have no legal orpays fixed
constructive o tion to pay further contributions if the fund does not hold sufficient assets to

benefits relating to employee service in the

against income in the year in which they become payable.

Defined plans are post-employment benefit plans other than defined-contribution plans.

o) Foreign

the post-employment benefit obligation.

transactions - IPSAS 4
Transactions foreign currencies are initially accounted for at the ruling rate of exchange on

transaction. Trade creditors or debtors denominated in foreign currency are
statement of financial position reporting date by applying the exchange rate on

the date of
reported at

that date. differences arising from the settlement of creditors, or from the reporting
of creditors s different from those at which they were initially recorded during the period,

income or expenses in the period in which they arise.are
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Notes to Fi nancial State me nts C o ntin ued :

p) costs - IPSAS 5

costs are capitalized against qualifying assets as part of property, plant and
Such borrowing costs are capitalized over the period during which the asset is

being or constructed and borrowings have been incurred. Capitalization ceases when
of the asset is complete. Further borrowing costs are charged to the statement of

financial

and

r)

q)

The

parties - IPSAS 20

regards a related party as a person or an Corporation with the ability to exert
control vidually or jointly, or to exercise significant influence over the Corporation, or vice
versa. of key management are regarded as related parties and comprise the managers

n arrangements - IPSAS 32
analyses all aspects of service concession arrangements that it enters into in

the appropriate accounting treatment and disclosure requirements. In particular,
where a vate party contributes an asset to the arrangement, the Corporation recognizes that
asset and only when, it controls or regulates the services the operator must provide
together the asset, to whom it must provide them, and at what price. In the case of assets

other 'whole-of-life' assets, it controls, through ownership, beneficial entitlement or
any significant residual interest in the asset at the end of the arrangement. Any

assets so are measured at their fair value. To the extent that an asset has been

the Corporation also recognizes a corresponding liability, adjusted by a cash
paid or received.

s) Cash cash equivalents
Cash and equivalents comprise cash on hand and cash at bank, short-term deposits on call
and liquid investments with an original maturity of three months or less, which are

vertible to known amounts of cash and are subject to insignificant risk of changes inreadily

The

value.

of the

also

t) Com
Where

account balances include amounts held at the various commercial banks at the end
ial year. For the purposes of these financial statements, cash and cash equivalents

short term cash imprest and advances to authorised public officers and/or
which were not surrendered or accounted for at the end of the financial year

figures
comparative figures for the previous financial year have been amended or

to conform to the required changes in presentation.
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Notes to Statements Continued:

judgments and sources of estimation uncertainty - IPSAS I
The of the Corporation's financial statements in conformity with IPSAS requires

to make judgments, estimates and assumptions that affect the reported amounts of
revenues, assets and liabilities, and the disclosure of contingent liabilities, at the end

of the period. However, uncertainty about these assumptions and estimates could
result in s that require a material adjustment to the carrying amount of the asset or
liability in future periods. State all judgements, estimates and assumptions made: e.g

Estimates assumptions.'The key assumptions concerning the future and other key sources

adjustment

uncertainty at the reporting date, that have a significant risk of causing a material
the carrying amounts of assets and liabilities within the next financial year, are

of

described

when the

was made

estimated

and as about future developments may change due to market changes or
arising beyond the control of the Corporation. Such changes are reflected in the

AS they occur. IPSAS 1.140

Useful residual values:The useful lives and residual values of assets are assessed

using the indicators to inform potential future use and value from disposal

The condi of the asset based on the assessment of experts employed by the Corporation
The nature the asset, its susceptibility and adaptability to changes in technology and

processes

The nature

A funding to replace the asset

market in relation to the assetChanges in

Provisions: ions were raised and management determined an estimate based on the

information
expenditure

Provisions are measured at the management's best estimate of the

to settle the obligation at the reporting date, and are discounted to present

value w effect is material. Assumptions were used in determining the provision for
rehabili of landfill sites. Landfill areas are rehabilitated over years and the assumption

The Corporation based its assumptions and estimates on parameters available
idated financial statements were prepared. However, existing circumstances

the processes in which the asset is deployed

the areas stay the same in size for a number of years. Provision is made for the

to be incurred on the long-term environmental obligations, comprising

increase in the rehabilitation provision due to passage of time is recognized as

the statement of financial performance.

expenditure pollution control and closure over the estimated life of the landfill. The
provlslon on the advice and judgment of qualified engineers. The estimates are

discounted

of money.

a pre-tax discount rate that reflect current market assessments of the time value

finance

The cost of programs to prevent and control pollution and rehabilitate the environment
IS as an expense when incurred.
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- IPSAS 14

no events subsequent to the financial year end with a significant impact on the
for the year ended June 30, 2017.
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KENYA FACTORIES CORPORATION
REPORT FINANCIAL STATEMENTS
FOR ENDED JUNE 30, 20I7

Notes to Fi nancial Stote me nts Co nti n ue d :

3.

Sales

and Auxiliary repairs

t of Sales

Opening offinished goods
cost offinished goods

Closing
Cost of

of finished goods

Income

Shelled Rhodes/Chenga
Maize ran

6. er Income

Piped
D 2012- Field Kitchen
Bottled ater
Scrap
Bakery tS

Refunds
Total Income

2017
Kshs
722,915,388

2.370.553
725,285,941

2017
Kshs
148,246,522
885,199,3 l2
fis0.764.728)
882,681,106

2017
Kshs
84,614,021
59.275.229
143,889,250

2017
Kshs
2,692,620

39,579,107
43,760,697
37,892,242

104,567,350
2.103.477

230,595,493

2017
Kshs
174,161,494
178.684.4t7
354,845,911

2017
Kshs
142,177,800
(51,923,7 57)
48,906,817
4.s16.940

143,677,800

2016
Kshs

921,808,256
3.068.793

924,877,049

2016
Kshs

264,678,115
869,051,544
(.148.246.522\

985,483,137

2016
Kshs

61,305,047
53.991"254

115,296,301

2016
Kshs

3,1 1 1,986
16,034,862
32,236,708
36,887,310
63,470,482

96.970
151,838,318

2016
Kshs

145,81 1,160
157.860.933
303,672,093

2016
Kshs
l3 I ,613,000
(61,305,047)
51,923,757
19.946.090
142,177,800

5

7

Opera
Other
Total

8.

Fair V

Recurrent Grant
Salaries
and subsidies

Value Gain/ (Loss) on Biological Assets

Fair at the beginning of the year
Fair value due to harvesting

at Cost
gain arising from physical changes

Fair V at the end of the year
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Statements Continued:

sumption made in the estimation of the fair value of the biological assets
The conditions remain constant

The climatic conditions will not change

of farm inputs required to sustain the estimated yields will not change in the
entire period considered to be the life cycle of the crops.

9. Expenses

Expenses

ficantSigni
a.

b.

c.

Notes to

Motor nrnnmg expenses

Travelling

Admini

Telephone

Computer

Official

Directors

Legal and

Weapon Expenses

Uniforms

Printing

Rents

General

Training

Research Development

Bank

Medical

Electricity

Motor les

Bui

accommodation

salaries and allowances

postage

tancy

Stationery

and Replacement of Pumps

2017

Ksh

26,244,590

13,097,331

I I1,338,404

2,819,691

1,019,450

1,380,393

481,075

10,093,089

23,408,753

1,882,391

1,991,224

1,725,600

9,611,739

353,777

3,344,749

4,240,696

5,055

8,890,275

2,935,684

1,727,313

235,892

953,474

2016

Ksh

25,942,703

I1,843,301

96,366,409

3,128,566

388,710

560,211

474,511

1,978,585

1,852,403

1,866,000

2,203,019

1,260,265

4,077,886

27,074

5,657,163

4,697,270

1,727,313

210,305

953,474

and civil works

and fittings

and civil worksWater
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REPORT FINANCIAL STATEMENTS
FOR ENDED JUNE 30,2OI7

N and periodicals

Dome and Household Expenses/Office Equipments

Roads maintenance

Transportation Expense

ISO

Water Conservancy

Expenses

Field Fabrication

Farm

Bakery

Water Consumables

Milling Consumables

10. Income - External Investments

Fixed Interest

34

2,318,432

1,563,454

595,258

3,513,097

4,399,952

18,950,073

40,505,056

298,340

1,016,742

14,756,928

17,ggg

3,747,229

48,890,451

85,273,63r

9,376,778

38,273,783

596,493

1,275,213

424,465

3,447,250

2,451,571

3,677,435

18,166,262

1,275,429

864,916

2,059,996

28,575,404

51,923,757

46,280,082

27,474,996

38,637,634

2016
Kshs
7.303.089
7,303,089

501,266,830 392,344,960

2017
Kshs
6.423.349
6,423,349
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KENYA NANCE FACTORIES CORPORATION
REPOR FINANCIAL STATEMENTS
FOR ENDED JLTNE 30,2OI7

Notes to Finonc ial State me nts Conli n ue d :

t2

Raw
Oils and Lubricants
Materials, Field Kitchen
les

plus Cooking Pots

s

Other
and T
Field
Work in
Finished
Shelled Stock

Total
Realiza value

cal Asset

Scrap Metal
s at the lower of cost &

S

2017
Kshs
1,007 ,410,650

81,607,545

42,341,668
19,697,749
38,707,103

150,764,728
28,874,400

05 000

1,370,453,843

2017
Kshs
52,200,000
83,677,800

1,800,000
6.000.000

143,677,800

2017
Kshs
138,185,906.60

7,878,720.55
14,793,572.60
17,069,294.40

I ,7 57 ,87 6.51
3,626,395.70
3,006,309.05
2.186.084.70

188,504,160.1I

2017
Kshs
77.000.000
77,000,000

2016
Kshs
622,510,495
25,780,800

124,653,769
64,488,707

147,437,688
150,072,936
44,643,000
11.232.390

13

1,190,819,785

2016
Kshs
52,200,000
82,177,800

1,800,000
6.000.000

Maize
Assorted
Wheat
Pasture

Kenya
Kenya
Co
Co

S

14. c and Cash Equivalents
142,177,800

2016
Kshs
157,539,682

3,112,970
4,472,776

2,905,661
57,985

1.253.721
169,242,795

2016
Kshs
t22.450.564
122,450,564

Bank
Bank (Dollar A/c)

Bank of Kenya (Main)
Bank of Kenya (Bakery Eld)
Bank of Kenya (Bakery Gilgil)

of Kenya
Equity
National
Cash on
Total and Cash Equivalents

15 Term Deposit

Kenya Bank
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Current

Other

Tax

18.

19.

Vehicles

Contract
Differed

21.

Motor V

CE FACTORIES CORPORATION
REPORT AND ANCIAL STATEMENTS
FOR THE Y ENDED ruNE 30,2017

Notes to the Statements Continued:

16. Trade other Receivables

Ammunition Service Debtors

Claimable V
Debtors
Added Tax

Staff Debtors

17. Tax able

2017
Kshs
172,036,798
154,704,695
109,476,090

1.540.47 5

437,758,058

2017
Kshs
12,859,976

2017
Kshs
277,354,628
140,000,000
55,835,196
2,376,960

_40-000-000
515,566,684

2017
Kshs
8,636,565.15
4,767,372.42

72,946,461.33
14,678,421.00

1,179,459.05
2-31833,t-60

104,526,710.65

2016
Kshs
108,539,703
171,436,37 5

106,073,848

386,048,925

2016
Kshs
12,859,976

2016
Kshs
277,354,627
140,000,000

43,407,701

460,762,328

2016
Kshs
8,636,565. l5
4,767,372.42

72,674,345.35
23,486,352.25

1,05 1,523.35
_r%t93i0

111,212,652.00

from KRA

nt Investment: The Government investment of Ksh

5,122,530,51 is the initial investment in form of grants made by the Government of Kenya

as per the

Buildings,
and other Investments.

20. T

Trade payab
Payments ved in advance
Other paya

provided by the National Treasury while establishing the Factory in respect to

and Equipment, Civil Works, Motor Vehicles, Waterline, Power Installation

Surplus: This Value was obtained after valuation of Motor
were fully depreciated.

Other Payables from Exchange Transactions

Total trade

Waterline
Plant, Equ

(Grant)
other payables

iation and Amortization

Building and Works
ivilWorks

and Machinery

Furniture lttlngs
Computers
Total dep n and amortization
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Notes e Financial Statements Continued:

of Fixed Assets'r)

Work
Plant & Machinery

2017
Kshs
13,984,466
10,884,639

2,558,714
5.082.700

32,510,519

2017
Kshs
44.451.374
44,451,374

2017
Kshs
725,285,941

20t7
Kshs
175,661,494

2017
Kshs
192,443,603
178.684.4t2

2016
Kshs
16,205,135
16,299,574
26,689,387

2,349,042
1.059.700

62,602,838

2016
Kshs
28.285"814
28,285,814

2016
Kshs
921,808,256

24

Total purchase

party Transactions
Factories Corporation is a State Corporation managed by the Ministry of

and the Government is the only stakeholder with 100% shareholding. The Corporation
with all government security agencies. These transactions are carried out at mutually

agreed and are in the normal course of business.
year the following transactions were entered into with related parties:

Sales related parties

Motor
Furni and Fittings

Total of Fixed Assets

23 Purchase of electricity

Kenya

Grant

E Cost

KO onal Salaries and Allowances
Personnel Salaries and Allowances

T loyee cost

Allowances

Allowances
Allowances

2016
Kshs
145,811,160

T

371,128,015

2017
Kshs
481.075
481,075

2016
Kshs
163,360,429
158.153.614
321,221,363

2016
Kshs
474.511
474,511
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Notes to Financial Stotements Continued:

25. Services

Consul depth Analysis
Certific

Brokerage
Total servrces

generated from operations

ficit for the year before tax
for:

2017
Kshs
10,093,089

298,340
21.949762
32,341,191

2017
Kshs

79,930,117

104,526,711
(6,423,711)

(4,516,940)

( 175,285,861)
(51,709,132)
54,804,356

r88r s44)

2016
Kshs

1,275,428
12.257.857
13,533,285

2016
Kshs
143,196,851

111,212,652
(7,303,089)

(19,946,090)

on

ecrease in fair value of biological assets

w Capital adjustment:
Inventory
receivables
payables

Tax
Net

27.
The C
assets

funded

26.

Ad

of

to

the

Financ

staff
each

(153,259,727)
39,025,172

(68,378,417)
(l.09s.991)

flow from operating activities 444,356 43,451,361

Benefits Scheme
operates a defined contribution retirement plans for eligible employees. The

e plans are held separately from those of the Corporation in funds under the control
. The scheme is administered by an independent administration company and is
contributions from the Corporation employees. The Corporation obligations to the

benefits plans are charged to profit or loss as they fall due as they accrue to
The Corporation also makes contributions to the statutory defined contribution

The only obligation of the Corporation with respect to the retirement benefit plan rs

the specified contributions. The expense in respect to NSSF and Employer Pension
of Kshs 667,000.00 and Kshs 9,617,294.10 respectively has been included within

benefits costs under staffcosts in the notes.

28.
The

Instruments and Risk Management
activities expose it to a variety of financial risks, including market risks,

credit liquidity risk, operational risks and interest risks. The Corporation overall risks
program focuses on the unpredictability of financial markets to minimize

adverse effects on the corporation financial performance.

The of Directors has overall responsibility for the establishment and oversight of the
s risk management framework.

Risk: No collateral is held for any of the above assets and no receivables have
terms negotiated. None of the above assets are past due or impaired.

29.
had
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30.
encounter
reasonable co

Prudent
Management
expected cash

31.
have not been

32.

33. Event
reporting date.

CE FACTORIES CORPORATION
ANCIAL STATEMENTS

ENDED JUNE 30,2OI7

Statements Continued:

Risk Management: Liquidity risk is the risk that the Corporation will
in meeting obligations from its financial liabilities when due at a

risk management includes maintaining sufficient cash for operations.
tors rolling forecast of the Corporation's liquidity reserve on the basis of

Liabilities: There are no contingent liabilities for which provisions
in these financial statements.

These financial statements are presented in Kenya Shillings (Ksh).

the reporting period: There are no material non adjusting events after the

4t



KENYA FACTORIES CORPORATION
FINANCIAL STATEMENTS

FOR YEAR ENDED JUNE 30,2017

Notes Fina nc ial State me nts C o nti n ue d :

D STATEMENT OF COMPREHENSIVE INCOME

FOR YEAR ENDED 3010612017

34.

NOTE

2016-2017

KSHS

725,285,941

20ts-2016

KSHS

924,877,049

C

SALE

LESS:

of finished goods

cost of finished goods

of finished goods

COST F GOODS SOLD

(LOSSyPROFTT

DEF 2012 (Field Kitchen Sales)

Bank mcome

Water S

Scrap

Milling

Farm

Bakery

Refund and Crop Destruction

Fees/F

882,681,106 985,493,137

(157,395,t64) (60,606,098)

Fair V

39,579,107

6,423,349

46,453,3r7

37,892,242

59,275,229

84,614,021

104,567,350

2,103,477

354,845,911

4,516,940

16,034,862

7,303,089

35,348,694

36,887,310

53,991,254

61,305,047

63,470,482

96,970

303,672,093

19,946,090

Grants

Gain/(Loss) on Biological Assets

of power line installation costs

Motor nrnnmg expenses

Trave and accommodation

tion salaries and allowances

582,875,779 537,449,802

T

26,244,580

13,097,331

I 1 1,338,404

2,818,691

25,942,703

I 1,843,301

96,366,409

3,128,566

149,246,522

885, I 99,3 12

(150,764,728)

264,678,115

869,051,544

(148,246,522)

and postage
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KENYA O FACTORIES CORPORATION
REPORT AND STATEMENTS
FOR THE ENDED ruNE 30,2OI7

Computer

Official

Directors F

Legal and

Weapon Expenses

Uniforms

Printing and

Rents

General and Replacement of Pumps

Training

Research &

Bank

Medical

Electricity

Deprecia

Motor

1,019,450

1,380,393

481,075

10,093,089

23,408,753

1,882,391

1,991,224

1,725,600

9,611,739

353,777

3,344,749

4,240,696

5,055

8,890,275

2,935,684

1,727,313

235,892

953,474

2,318,432

1,563,454

595,258

3,513,087

4,389,952

18,950,073

40,505,056

812,000

298,340

1,016,742

14,756,928

17,999

3,747,229

388,710

560,211

474,511

1,978,585

1,852,403

1,866,000

2,203,018

1,260,265

4,077,886

27,074

5,657,163

4,697,270

1,727,313

210,305

953,474

596,493

1,275,213

424,465

3,447,250

2,451,571

3,677,435

18,166,262

1,275,428

864,916

2,058,886

civil works

fittings

civil works

Adverti

N periodicals

Domestic Household Expenses/Offi ce Equipment

Insurance

w

ES

Roads maintenance

Transportation Expense

tlon

Expenses

Building

Clearing

Audit fees

ISO C

Water and

Security

Field Fabrication

43

28,575,404



KENYA

FORTHE

Fanrt

Bakery C

Water

TOTAL

REPORTAI{D

Milling Plant

Withholding

FACTORIES CORPORATION
STATEMENTS

JUNE 30,2017

les

(LOSS)/PROFrr

502,0?8,830 392,34,960

49,990,451

85,27!,631

9,376,778

39,27r,783

51,923,757

46,280,082

27,474,995

38,637,634

(963;502) (1,095,991)

79,8*,447 143,196,851
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KENY ANCE FACTORIES CORPORATION
REPOR FINANCIAL STATEMENTS
FOR YEAR ENDED JLTNE 30,2017

Notes the Financial Statements Continued:

35. FACTURING ACCOUNT
FOR ENDED 3OTH JUNE 2OI7

DIRE COSTS:
stock of raw materials

of raw materials

Less

CI of raw materials

Cost w materials used

Add

Direct

Prime

F Y OVERIIEADS:

EI

Water effl uent treatment chemicals

les

spares & Maintenance

and machinery

vehicles

ldings and civil works

and fittings

terline and civil works

TOT
work-in-progress

scrap

Less
-m-progress

C

l,5l1,054,841 1,235,475,828

(1,175,345,417) (648,291,295)

335,709,424 587,184,534

259,789,610 224,854,954

595,499,034 812,039,487

2016-2017
KSHS

648,291,295

862,763,546

2015-2016
KSHS

513,236,382

722,239,446

17,559,810

35,561,099

1,129,778

8,611,643

I 1,569,056

72,946,461

11,742,737

6,909,252

943,567

3,813,898

9,806,286

22,628,652

509,240

9,817,977

23,466,335

72,674,345

18,789,082

6,909,252

841,2r9

3,813,898

170,787,302 169,255,284

766,286,336
147,437,688

11,232,390

(38,707, I 03)

( 1,050,000)

981,294,772
42,919,851

3,507,000

(147,437,688)

(11,232,390)

PRO ON COST OF FINISHED

45

895,199,312 869,051,544
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