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1. KEY INFORMATION OF KENYA INDUSTRIAL ESTATES LIMITED

Background information

Kenya Industrial Estates Ltd was established as a Limited Liability Company under the Companies
Act in 1967. At Cabinet level, the Cabinet Secretary represents the company for Industry, Trade and
Enterprise Development, who is responsible for the general policy and strategic direction of the
company. The entity is domiciled in Kenya.

Principal Activities

The principal activity of the company is to promote and facilitate industrialisation through the
provision of credit facilities, business advisory services and industrial work spaces.

Vision

The KIE Vision is “To be the Leader in Incubation of and Support Services to Micro, Small and
Medium Enterprises in Kenya”.

Mission

The KIE Mission Statement is “To finance, provide industrial workspace and offer business advisory
services to Micro, Small and Medium Enterprises (MSMES) in Kenya”

Core Values

The Company upholds the following values;
(a) Professionalism,
(b) Accountability
(c) Innovativeness
(d) Drive
(e) Oneness
(f) Social responsible (PAIDOS)

Directors

The Board of Directors is appointed in line with the Provisions of section 6 of the State Corporations
Act (Chapter 446) Laws of Kenya.
The provisions of section 6 provide that the Board shall comprise of:
a) A Chairman appointed by the President who shall be non-executive unless the President
otherwise directs;
b) The Chief Executive;
¢) The Principal Secretary of the Parent Ministry;
d) The Principal Secretary to the National Treasury; and
€) Not more than seven other members not being employees of the state corporation, of whom
not more than three shall be public officers, appointed by the Cabinet Secretary.

The appointment is by name and by notice in the Gazette and is for a renewable period of three years
or for such shorter period as may be specified in the notice.
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The Directors who served the entity during the year/period were as follows:

Narikae, MBS

No | Name Position Appointment date

1 Mugambi Imanyara Chairman Appointed Chairman of the
Board of Directors on the
20% September, 2018

2 Bob Karina Director Appointed on the 02/10/2015
Reappointed Director on
19/12/2018

3 Dr.  Parmain  ole | Managing Director Appointed on 5/9/2016

4 Geoffrey Mwitari Alternate Director to Principal Appointed on 14/10/2015
Secretary, The National Treasury
5 Lucas Kirui Director Appointed on the 02/10/2015
Reappointed on 14/12/2018

6 Neto Agostinho Director Appointed on 14/12/2018

7 Harriette [gonanga | Director Appointed on 14/12/2018
Chiggai

8 Mark Kebenei Director Appointed on 14/12/2018

9 Evelyn Waithira | Director Appointed on 14/12/2018
Nyoike
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Acting Manager, Legal Services

Charity Ndeke
P.O. Box 78029-00507
Nairobis.

Registered Offices

KIE Building

Likoni/ Lusingeti road
P.O. Box 78029-00507
Nairobi, KENYA

Corporate Headquarters
P.O. Box 78029-00507
KIE Limited Building
Likoni/ Lusingeti Road
Nairobi, KENYA

Corporate Contacts
Telephone :( 254) 6651348/53
E-mail: admin@kie.co.ke
Website: www.kie.co.ke

Corporate Bankers

1.  National Bank of Kenya Ltd
Harambee Avenue
P.O. Box 72866-00200
Nairobi, Kenya

2. Kenya Commercial Bank Ltd
P.O Box 48400-00100
Nairobi, Kenya

3. Standard Chartered Bank Kenya Ltd
P.O Box 30001-00100
Nairobi, Kenya

4. Cooperative Bank of Kenya Ltd
P.O Box 48231-00100
Nairobi, Kenya
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Independent Auditors

Auditor General

Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya
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2. THE BOARD OF DIRECTORS

1. Mugambi Imanyara
Chairman Board of Directors.

Mugambi Imanyara holds a Bachelor of Laws (LLB) degree from the
University of Nairobi and a Post Graduate Diploma from the Kenya
School of Law. He is an advocate of the High Court of Kenya and a
Certified Public Secretary. He is a member of the Law Society of
Kenya, the International Commission of Jurists and the
Commonwealth Law Association.

He has over 28 years’ experience in private practice and consultancy
and has consulted extensively for both the Government of Kenya and
Non-Governmental Organisations

2. Dr. Francis Otieno Owino, PhD
Principal Secretary,
State Department for Industrialization

Dr. Francis Otieno Owino, PhD is the Principal Secretary, State
Department for Industrialization.

Prior to this appointment Dr. Owino served as the Principal Secretary
for Public Service and Youth since August 2018. Before his
appointment as Principal Secretary, Dr. Owino served in different
levels of government with experience spanning from 1990. Some of
his previous assignments include; Director, National Cohesion and
Values with effect from 8th September 2009 to 14th August, 2018
during which he successfully steered the formulation of policies on
National Cohesion and National Values as enshrined in the
Constitution of Kenya. Previously, Dr. Owino served as Assistant
Secretary, Senior District Officer, Senior Assistant Secretary,
Undersecretary and Acting Deputy Secretary

Dr. Owino holds a Doctor of Philosophy [PhD] in Peace and Conflict
Studies from Masinde Muliro University of Science and Technology
obtained in 2013, a Masters of Business Administration [Strategic
Management] from Kenya Methodist University, 2008, and a Bachelor
of Arts [B.A] 2nd Class Upper Division, University of Nairobi, 1989.
Besides that, He possesses a Certificate in Guidance and Counseling
from University of Nairobi in 2005

Dr. Owino has attended several foreign trainings including
Contemporary Public Administration Management, Galilee Israel in
2017, Peace and Conflict Consultant, Academy for Conflict
Transformation in Germany in 2015, Managing Public Private
Partnership Programme by ESAMI in Arusha, Tanzania from 3rd —
28th June 2013 and Pro — Active Management Programme by ESAMI,
Arusha Tanzania from 2nd May — 20th May 2011

In his academic journey, Dr. Owino has published a book “Owino F.
and Oita E (2017) Understanding National Cohesion in Kenya,
Nairobi, Jomo Kenyatta Foundation Publishers. He has also presented
selected papers in different academic and professional forums.

Dr. Owino recently successfully planned, hosted and chaired the 1st
African Union Conference of State Parties on Public Service and
Administration. He is a Board Member of the East and Southern
African Management Institute (ESAMI) Governing Council
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3. Dr. Parmain ole Narikae
Managing Director

Dr. Parmain ole Narikae is the Managing Director. He holds Doctorate
in Business Administration. He also holds an MBA and Bachelor of
Science Degree in Business Administration (First class honors) from
United States International University. He has wide experience as a
career banker having served in senior leadership position as Chief
Manager, General Manager and Executive Director in Co-operative
Bank and Chase Bank. He is a member of the Institute of Directors.

He joined on 5" September, 2016.

4. Bob Karina
Director

Bob Karina holds a Master of Science (MSc) in Corporate Finance
from the University of Liverpool (UK). He is an accomplished
stockbroker, an information technology professional and a successful
businessman. He has broad experience in advising institutional and
corporate investors, corporate finance consulting and research
analysis. He is also the Chairman and Founder of Faida Investment
Bank.

He joined the Company on the 2" October, 2015 and was reappointed
on 19/12/2018.

5. CPA Geoffrey K. Mwitari
Alternate Director to Principal Secretary,
The National Treasury

CPA Geoffrey Mwitari holds an MBA in Strategic Management from
Moi University. He is a Certified Public Accountant registered with
ICPAK and has wide knowledge in Government Finance and
Accounting. Currently working with the National Treasury,
Directorate of Accounting Services.

He joined the Company on the 14th October, 2015.

-

6. Lucas Kirui
Director

Lucas Kirui holds a Diploma in Sales and Marketing and has
experience in procurement management. He also has experience in
Marketing and administration.

He joined the Company on the 2™ October, 2015 and was reappointed
on 19/12/2018.
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7. Mark K. Kebenei
Director

Mark K. Kebenei holds a Bachelor’s of Science degree in Finance and
Economics from the University of Birmingham, Alabama, USA. He is
also pursuing his Executive Master’s Degree (EMBA) from the
University of Alabama, USA.

He is a seasoned Professional and Corporate leader and has vast
knowledge in Financial Management, Investments and Institutions,
and also a concentration on Analysis and Policy.

He is an established businessman in the petroleum and gas industry.

He joined the Company on 14/12/2018.

8. Evelyﬁ Waithira Noike, HSC
Director

Evelyn Waithira Nyoike, HSC is a holder of Master’s Degree in
Communication from the University of Nairobi, and an Undergraduate
Degree in Community Development from Daystar University.

She was conferred by H.E. Mwai Kibaki, an award in the order of the
Head of State Commendation (HSC) for her immense contribution in
championing Paradigm Shifts in Agribusiness and Civic Education to
the Society.

Evelyn has had an iconic career in the media spanning over a decade,
working with Kenya Broadcasting Corporation before moving to the
Royal Media Services where she was recognized country-wide as the
best Morning Show Hostess on a range of matters, majorly
Agribusiness, Civic Education and emerging matters in business and
Social Economic Affairs.

She has a blazing passion for empowering other people in the spheres
economic and/or otherwise, and spends her free time educating the

Public and Communities on various Empowerment Engagements.

She joined the Company on the 14 December, 2018.

9. Harriette Chiggai
Director

Harriette Chiggai is an Advocate of the High Court of Kenya. She is
the Vice President of the Law Society of Kenya. She has an MBA-
Finance and Governance. She is a Certified Mediator (CPM) and a
Certified Governance Trainer. She is a Member Mediation and
Accreditation Committee of the Supreme Court of Kenya.

She is the Founder of the Face of Bar, the Western Jurists and the
Nairobi County Youth board Forums. She is also the Chairman and a
Board member of Siasa Place.

She is a certified resident ambassador to the Netherlands having
achieved the DVP world greatest potentials on the rule of law and
governance.

She previously served as a Council Member Law Society of Kenya
where she chaired in -house Committee and the Young Lawyers
Committee (among founding members). She has also served as a
member, Youth Committee- National Chambers of Commerce and
Industry and Deputy Secretary General East Africa Law Society and
Chaired the EALS Young Lawyers Committee (Caucus).

She has vast experience in Corporate Governance and Board
Management. She is a Legal Consultant and trainer in the vast legal

8
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field Including Corporate Governance, labour laws, intellectual
property and strategy and risk management.

She is passionate about leadership, governance, youth mentorship and
development. She was nominated by PAW Africa as the 2015
Phenomenal African Woman of the year based on her contribution to
mentorship programmes and progressive leadership and governance.

She joined the Company on the 14" December, 2018.

10. Neto Agostinho
Director

Neto Agostinho is a trained Lawyer from the University of Nairobi.
He participated in Human Rights events at the University of Nairobi
named Africa’s Fourth Best Oralist on issues Human Rights in 2004,
at an event organized by Center For Human Rights, Pretoria, held at
Dar es Salaam University. He is currently a masters Student on
International Relations at the United States International University
in Africa.

Neto represented Ndhiwa Constituency, in Homabay County at the
National Assembly of Kenya, as a member of Parliament. He was first
elected to Parliament in September 2012 following a by-election in the
Constituency and got re-elected in March 2013.

He served in the Committees of Delegated legislation and Justice and
legal Affairs at the National Assembly. He was the Vice Chair of
Bunge Sports Club, and the Convener of the Parliamentary Caucus on
Human Rights. He was also the vice Chair of Common Wealth Africa
Parliamentary Human Rights Group.

Neto has a special interest in Human Rights and international
Relations. He participates in various Human Rights related activities
that range from equality to Economic Social Cultural rights. The
legislations he championed in Parliament included amongst other
laws, the Health Records and Information Managers Act, the Refugee
Bill, The Reparations Bill and the Employment Skills Development
bill.

Neto serves as an expert Human Rights Resource person, and has
trained parliamentarians in the South East Asia region in March 2016
— Srilanka on the role of parliamentarians in promoting and protecting
Human Rights. He participated in Human Rights panel discussions in
Glion III hearings in Switzerland May 2016. He participated as an
expert in Geneva, Switzerland to help draw recommendations for
Human Rights Council on early child and forced marriages in
November 2016. He has also participated as an expert at the World
Refugee Council session in Dar es Salaam Tanzania in 2018 to help
highlight durable solutions for Refugees in Horn of Africa. He was a
resource person in March 2019 for the Parliament of Georgia on
Human Rights and National Security, a program of the European
Union. He was a resource person for Parliamentarians in the Pacific
region, on Human Rights and Protection of Human Rights at the
Parliament of Tonga, courtesy of the Commonwealth Human Rights
Secretariat, in April 2019.

Neto Currently is the co-leader of the United Green Movement, a
movement which amongst other things, seeks to help realize, civil,
political economic, social cultural and Brotherhood Rights in Kenya.
He is a member of the Board of Directors of Kenya’s National
Environmental Management Authority (NEMA).

He joined the Company on 14/12/2018.
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11. Charity Ndeke
Acting Manager, Legal Services

Charity M. Ndeke is an advocate of the High Court of Kenya. She
holds a Bachelor of Laws Degree (LLB) from the University of
Nairobi and a Post Graduate Diploma from the Kenya School of Law
(KSL). She is also a Certified Secretary and a member of the Institute
of Certified Secretaries.

She has vast experience in Commercial law.

She joined the Company in January, 2015.

10
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3. MANAGEMENT TEAM

1. Dr. Parmain ole Narikae
Managing Director

Dr. Parmain ole Narikae is the Managing Director. He holds
Doctorate in Business Administration. He also holds an MBA
and Bachelor of Science Degree in Business Administration
(First class honors) from United States International
University. He has wide experience as a career banker having
served in senior leadership position as Chief Manager,
General Manager and Executive Director in Co-operative
Bank and Chase Bank. He is a member of the Institute of
Directors.

He joined on 5" September, 2016.

2. Monica C. Kotut
Manager, Corporate Strategy and Planning

Mrs. Monica Kotut is currently the Manager, Corporate
Strategy and Planning. She holds an MBA (HR Option) from
Kenyatta University; Bachelor of Arts from Moi University
and Higher National Diploma in Human Resource
Management from the Institute of Human Resource
management (IHRM). She is member of the Institute of
Human Resource management. She joined KIE in 1994 as a
Projects Officer and rose through the ranks to the current
position.

3. Joseph Otieno Ayieko
Acting Manager, Business Advisory Services

Mr. Joseph Ayieko holds an Msc in Entrepreneurship from
Jomo Kenyatta University of Science and Technology,
Bachelor of Business Administration with Information
Technology, Diploma in Community Based Project Planning
and Management, Diploma in Cooperative Audit, CPA- (Part
II) and Certificate in Rural Credit Management, Certified
ILO Trainer on Gender and Entrepreneurship, Certified in
Strategic Management and Leadership. He has over Twenty-
five (25) years of work experience within MSME Sector. He
is a consultant and entrepreneurship trainer on sustainable
rural economic empowerment, a trained Environmental
Impact and Environmental Audit Assessor and a member of
Eastern Africa Network for Gender and Enterprise
Development Trust.

He joined the company on 19 July, 1993.

-

4. Charity Ndeke
Acting Manager, Legal Services

Charity M. Ndeke is an advocate of the High Court of Kenya.
She holds a Bachelor of Laws Degree (LLB) from the
University of Nairobi and a Post Graduate Diploma from the
Kenya School of Law (KSL). She is also a Certified Secretary
and a member of the Institute of Certified Secretaries.

She has vast experience in Commercial law.

She joined the Company in January, 2015.

11
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5. CPA Charles M. Mativo
Finance Manager

CPA Charles Mativo is an Accountant by profession and
holds a Bachelor of Commerce degree from KCA University.
He is a Certified Public Accountant CPA (K) and a member
of the Institute of Certified Public Accountants of Kenya
(ICPAK). He has experience in Accounting and Finance. He
joined the company in 1985.

6.  Joseph K. Tele
Manager, Industrial Estates
Development & Incubations services

Mr Joseph K. Tele holds Masters of Business administration
degree from Kenyatta University and Bachelor of Commerce
Degree in Accounting and Auditing from University of
Poona. He is currently pursuing masters of management and
leadership degree at MUA. He joined KIE in 1987 as a
projects Accountant and has previously held various
management positions as Finance manager and Credit Risk
Manager. Mr Tele is also a Board member of Kenegut
Secondary School.

|
|
|
!
l
|

oy
ﬂ?:‘) k.
7. Reginald Kimanthi
Manager, Operations

Mr. Reginald Kimanthi is an economist by profession and
holds a BA in Cooperative Management from Kenyatta
University.

He joined KIE in 1986 as a Projects Officer and rose through
the ranks as Branch Manager, Regional Manager and Head of
Department as is currently the Manager, Operations.

8. CPA Teobard Mugo
Manager, Internal Audit

CPA Teobard Mugo is an Accountant by profession and
holds a Bachelor of Commerce degree from KCA University.
He is a Certified Public Accountant and a member of the
Institute of Certified Public Accountants of Kenya (ICPAK).
He is in charge of the Internal Audit Department. He joined
the company in 1994.

12
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PN a "
9. Doreen K. Kimathi
Acting Manager, Credit Department

Mrs. Doreen Kimathi is currently the Acting Manager in
charge of Credit Department. She holds a PhD in
entrepreneurship from Jomo Kenyatta University of
Agriculture and Technology (JKUAT), an MBA (Strategic
Management) from USIU-Africa and Bachelor of Commerce
(Honours), Kenyatta University. She has vast banking and
finance experience spanning over 13 years. She joined KIE in
2017.

13
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4. CHAIRPERSON’S STATEMENT

It gives me pleasure to present to you 2019/2020 Annual Report and
Financial Statements for Kenya Industrial Estates (KIE). The period
was characterised by uncertainty caused by economic shock
occasioned by the outbreak of Coronavirus Pandemic. Despite the
challenges brought by the economic downturn, the company weathered
the shock to make significant progress in delivering on its mandate of
championing the development of Micro Small and Medium Enterprises
(MSME?s) throughout the country.

The Micro, Small and Medium Enterprises (MSMEs) Sub-Sector

The Kenya Micro, Small and Medium Enterprise Sector continues to be one of the major contributors
of economic growth. The sector accounts for approximately 35% of GDP, contributes to more than
98% of all businesses in the country and currently employs 14.9 Million workers. The Covid-19
Pandemic severely affected the sector due to restriction on movement imposed and as one of the
players in the sector, mandated to support MSMEs, we came up with interventions to assist MSMEs
in the manufacturing sector to navigate their businesses through the challenging period. These, among
others, included restructuring the loans and providing liquidity to the businesses.

Business Environment

The world real GDP recorded a decelerated growth of 2.9 per cent in 2019 compared to a growth of
3.5 per cent in 2018. Sub-Saharan Africa grew slightly slower by 3.1 percent compared to a 3.3 percent
growth in 2018. Kenya economy’s real Gross Domestic Product expanded by 5.4 percent in 2019,
slightly below a growth of 6.3 percent in 2018. The economic data for the first half of 2019/2020
Financial Year indicated a stable business environment with key indicators posting marginal
movement. However, the outbreak of COVID-19 in the second half of the financial year hit the global
economy hard, causing an economic slowdown with adverse effect on most sectors of the economy.

Business Performance

The company delivered a resilient performance in all the key result areas. Credit to MSMEs increased
by 204%, number of entrepreneurs trained increased by 30.1% while linkages across sectors increased
by 77.2%. The company posted a profit for the first time signifying the turnaround strategy developed
by the Boards has produced positive results. These impressive results were achievements despite the
economic shock experienced within the period.

Turnaround Strategy

The Board will continue to implement the turnaround strategy to achieve the desired objectives of
becoming financially viable and self-sustaining, broadening KIE product offering and creating a
positive brand image through marketing and communication.

14
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Community Engagement

As a responsible corporate Citizen, we are committed to deliver our mandate in a responsible manner
by showing concern for the environment and communities within the areas we operate. Within the
period, our staff were involved in community engagements and environmental conservation efforts in
various parts of the country.

Outlook
There is a global concerted effort to find a solution for the Covid-19 pandemic. Local efforts by

Government to contain the spread have been effective. The Government has come up with Post Covid-
19 Economic Recovery Strategy and we are optimistic that with this strategy the economy will be
revived and businesses will become vibrant again.

Appreciation

I highly appreciate the Government of Kenya, through the Ministry of Industry, Trade and Enterprise
Development and all the Ministries, State departments and Agencies that provided great support to
the company during this period

To my fellow Board members, I express my gratitude for your priceless role and devotion to scale the
company to greater heights.

To our esteemed customers, I express my highest regard for choosing the company as your number
one partner in your entrepreneurship endeavours.

I wish to thank our competent, committed and dedicated management and staff for their steadfast
and indefatigable efforts towards the realization of organization’s mandate.

Ol
MUGAMBI IMANYARA,
CHAIRPERSON, BOARD OF DIRECTORS
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5. REPORT OF THE CHIEF EXECUTIVE OFFICER

I am delighted to present to you the company Annual Report for the year
ended 30th June 2020. This was a period, which was characterised by
global economic slowdown caused by outbreak of COVID-19 Pandemic.
The Micro, Small and Medium Enterprises (MSMEs) were severely
affected due to the restriction imposed on movement. Nevertheless, the
company weathered the storm to post impressive results.

Our Purpose

Kenya Industrial Estates (KIE) exist for the sole purpose of supporting industrialization through the
development of Micro, Small and Medium Enterprises. To execute our mandate, we use a
multipronged approach; we provide the MSMEs with credit facilities, Business and Technical
Advisory Services (BAS) incubation facilities and linkages with markets and Technology.

Business Environment

The Kenya economy grew by 5.4% in 2019 compared to a growth of 6.3 % in 2018. The growth was
more pronounced in service-oriented sectors. The Financial services and insurance sector accounted
for most of the growth while agriculture, forestry and fishing accounted for the largest proportion of
the slowdown. The outbreak of the Covid-19 pandemic had unparalleled negative impact on the social
and economic activities across the world and the global gross domestic product is projected to shrink
by 3.0 percent in 2020. The performance of Kenya’s economy in 2020, like most other economies all
over the world, will largely be determined by how long the disruption will last. Kenya’s economic
growth is expected to decline to below 2.5 percent in 2020 and this will consequently have an adverse
impact on economic activities in the country.

Business Performance

The company recorded a remarkable performance in operations in the year 2019/2020 compared to
2018/2019 despite the challenging business environment. Disbursement of loans to MSMEs amounted
to Kshs 1,222.4 million in 2019/20 compared to Kshs. 401.7 Million in 2018/2019 recording a 204%
increase. The number of entrepreneurs trained on business and entrepreneurship skills increased by
30.1 % from 43,924 in 2018/2019 to 57,150 in the period. Linkages to markets and Technology
increased by 7.2% to 3,683 in 2019/2020 compared to 2,079 in 2018/2019. The company continued
to provide incubation facilities to MSME:s to increase their chances of survival and growth.

The implementation of the Big-4 Agenda was one of the key focus areas for the Company during the
period. Kenya Industrial Estate’s activity of providing credit to MSMEs in manufacturing sector is
very critical to the achievement of the Big 4 Agenda. The company made great strides during the
period in the implementation this important government initiative and MSMEs were facilitated with
credit facilities, capacity building and were linked within and across sectors.

16
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Financial Performance

During the period under review, the Company posted a pre-tax profit of Kshs.8.95 Million compared
to a pre-tax loss of Kshs. 93.6 Million in the previous period. Company Assets increased to Kshs. 4.50
Billion as at 30% June 2020 compared to assets of Kshs. 3.30 Billion as at 30" June 2019. This
remarkable performance signifies the company’s return to profitability after a very long period of loss
making.

Strategy

Over the last four years, the company has been working towards turning around and becoming
financially sustainable. We have started to realise gains from this strategy and we intend to entrench
and build on the achievements made so far. Financial sustainability, product diversification and brand
image will remain areas of key focus in our strategy.

Our people

The organization’s good results would not have been possible without the commitment and effort of
each employee. Our people are the most important link in provision of services to MSMES and the
company will continue to focus on capacity building and personal development of all employees to

ensure they bring out their best.

Outlook

The worldwide solidarity to get a solution for the COVID-19 pandemic is gaining momentum. We are
optimistic that a solution for the pandemic will soon be found and the economy will recover. KIE will
support MSME:s in the Manufacturing Sector during the post covid-19, to resuscitate and revive the
businesses back to productivity and job creation.

YN

DR. PARMAIN OLE NARIKAE
MANAGING DIRECTOR
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6. REVIEW OF KENYA INDUSTRIAL ESTATES CORPORATION 'S PERFOMANCE FOR FY

2019/2020
Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting
officer to include in the financial statement, a statement of the national government entity’s
performance against predetermined objectives.

Kenya Industrial Estates Itd has four (4) strategic pillars and (5) objectives within its Strategic Plan
for the FY 2018/2019- 2022/2023. These strategic pillars are as follows:

Pillar 1: Align KIE activities to the Vision 2030 developmental pillars.

Pillar 2: Grow revenue to attain financial self-sustainability.

Pillar 3: Enhance operational efficiency to a level comparable with best practices in the industry.
Pillar 4. Strengthen the KIE brand

Kenya Industrial Estates Strategic objectives

The strategic objectives have been identified with the aim of improving performance based on the
available resources and taking into account both the internal and external environment facing the
company. The following are our strategic objectives:

1. Scale up KIE operations in line with Vision 2030 Goals;

Enhance profitability and financial sustainability of the organization;
Enhance efficiency and effectiveness in service delivery;

Enhance institutional capacity; and

Enhance KIE corporate image.

PN

Kenya Industrial Estates develops its annual work plans based on the above four (4) pillars and five
(5) strategic objectives. Assessment of the Board’s performance against its annual work plan is done
on a quarterly basis. KIE Ltd achieved its performance targets set for the FY 2019/2020 period for its
four (4) strategic pillars, as indicated in the diagram below:

Achievements

Strategic
Pillar

Strategic
Objective

Activities

Key Performance
Indicators

2019/2020

Pillar 1: Align
KIE activities

1.Scale up KIE
Operations  in

1.

Increase current
products

* Amount of credit
disbursed to

*  Disbursed Kshs
1,222.4 million

to the Vision Line with Vision performance & MSMEs *  Created 2,441
2030 2030 Aspirations penetration in the * Number of MSMEs new enterprises
developmental market financed.
pillars.
2. Development of Completed SME park | 100%
Eco-industrial SME completed
parks (Completion
of Nairobi SME
parks)
3. Undertake No. of entrepreneurs 57,150 MSMEs
entrepreneurship trained trained against a
training target of 44,000
MSMEs
4. Seek partnership Number of Entered into 5
with counties to partnerships engaged | partnerships with

Counties
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Strategic Strategic Activities Key Performance Achievements
Pillar Objective Indicators 2019/2020
support development
of MSMEs
5. Participate in Number of expos Participated in 5
National SMEs Expo | participated SMEs expos
6. Facilitate Linkages Number of linkages 3683 linkages
within and across facilitated facilitated against a
sectors to support target of 2,200
growth of MSMEs linkages
1. Grow loan portfolio Approved Allocated Kshs. 1.2
Pillar 2: Grow | 2.Enhance to Kshs 3.2 billion development Billion in 2019/2020
revenue to | profitability and through seeking budget for the budget
attain financial | financial grants and period
self- sustainability of concessional loans
sustainability. | the organization over a period of 3

years.
2. Management of Bad Bad debt portfolio | Kshs. 146.9 Million
Debt Portfolio of up to Kshs. 165 | written off
Million fully
cleared
3. Engage the Approved Received
government for development Allocation of Kshs.
increased budget for the 1.2 Billion
development funding period
to Kshs 3.2 billion
over a period of 3 Number of Disbursed Kshs
years. MSME:s supported 1,222.4 Million to
during the plan 2,441 enterprises
Number of jobs Created 37,290 jobs
created

4. Adoption of sound

Commercial principles

e AADFI guidelines

commercial adopted adopted
principles for e Attained Profit of
profitability and Kshs 8.95 million
sustainability

5. Reduce loan Rate of PAR achieved | Achieved PAR of
portfolio at risk during the period 14.6 % up from PAR
(PAR) to 5% of 19.23% in
through sound 2018/2019
operational and
credit decisions

6. Maximize earnings | Rate of return on ROI of 0.20%
from the asset base investment achieved

7. Institute principles Principles of corporate | Implemented
of corporate Governance Instituted | Mwongonzo
governance Guidelines

8. Grow KIE profits Achieve a pre-tax loss | Achieved a Pre-tax
annually of Kshs. 44.3 million | Profit of Kshs 8.95 M

up from a loss of
Kshs.93.6 M in the
previous year
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Strategic Strategic Activities Key Performance Achievements
Pillar Objective Indicators 2019/2020
Pillar 3: | 3.Enhance 1. Develop an ICT ICT Master plan Master developed
Enhance efficiency  and master plan
operational effectiveness in | 2. Continuous ICT maintenance =  Undertook
efficiency to a | service delivery maintenance of ICT | undertaken maintenance  of
level infrastructure at the computers and
comparable branches and printers
with best headquarters ® Maintained  our
practices in the network
industry infrastructure
= Repaired
Biometric System
=  Undertook

maintenance at the
Server room

Develop a disaster
recovery & business
continuity plan

Disaster recovery plan
developed

Disaster recovery
plan in place

effective service

4. Maintain the Updated MSMEs Catalogue in place
MSMEs catalogue catalogue updated

5. Determine optimum | Optimal level of As per cascaded PC
investment levels for | investment determined | targets for 2019/2020
each branch to
achieve profitability

6. Enhance facilitation | Facilitation Timely release of
of branches for undertaken administration grant

delivery
4.Enhance 1. Continuous staffing | Skills gap assessment | Skills gap analysis
Institutional gap assessment, | report report done
Capacity deployment/
recruitment Number of 5 deployments made
deployments/
recruitments
undertaken
2. Continuous skills Number of trainings 6 trainings undertaken
upgrading and undertaken 12 staff trained
capacity building Number of staff
trained
3. Review and Review undertaken Annual increment
improve staff given to staff
emoluments Review approval
obtained
4. Continuous Medical scheme in o Staff medical
improvement of staff | place insurance scheme
welfare through in place
medical scheme e Group life
insurance Scheme
in place
5. Apply result based Staff appraisal report | Staff appraised
management
6. Submission of Reports submitted. Audit for 2018/2019
Financial statements undertaken

for Audits

Audits undertaken
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Strategic Strategic Activities Key Performance Achievements
Pillar Objective Indicators 2019/2020
7. Undertake legal Audit undertaken
Gual on all KI.E Compliance Audit
compliance with all R
eport
statutory
requirements
Pillar 4: | 5.Enhance KIE | 1. Improve customer Customer care and 99% achievement as
Strengthen the | Corporate Image care and feedback feedback reports per CAJ rating
KIE brand 2. Institute product Product fliers and Brochures and fliers
awareness and brochures produced distributed to all
promotional and distributed branches and to
activities stakeholders during

Number of promotion
activities

marketing drives such
as shows and
exhibitions

Participated in 4
exhibitions 2 National
shows and 2 SME
innovation workshops

Enhanced public
profile through
appearance in

mainstream media

21




Kenya Industrial Estates Limited

Reports and Financial Statements
For the year ended June 30, 2020

7. CORPORATE GOVERNANCE STATEMENT

To strengthen accountability and to build confidence among stakeholders, KIE is committed to sound
principles of corporate governance and sustainability. The Board of Directors of Kenya Industrial
Estates (KIE) is responsible for the long term growth and the profitability of the company, whilst
being accountable to shareholders for compliance with the law and maintaining the highest standards
of Corporate Governance and business ethics.

The Company has adopted high standards and applies strict rules of conduct based on the best
corporate practices. As part of this commitment, the Board adheres to good corporate governance by
embracing the following principles:

Observing high standards of ethical and moral behavior;
Acting in the best interest of the Company;

Remunerating and promoting fairly and responsibly;
Recognizing the legitimate interests of stakeholders;
Ensuring that the Company acts as a good corporate citizen.

DN B W N ==

The Board Charter spells out the roles, composition and responsibilities of the Board of Directors.

The Board of Directors

The Board of Directors is the highest governing body of the Company. The Board is appointed within
the provisions of Section 6 (1) (e) of the State Corporations Act. The Board exercises leadership,
enterprise integrity and judgement in directing the Company so as to achieve continuing prosperity
for the Company and its shareholders. It at all times acts in the best interests of the Company in a
manner based on transparency, integrity, accountability and responsibility. Removal of the members
of the Board is done in accordance with the provisions of Section 7 of the State Corporations Act or
by resignation.

Role and Functions of the Board

In providing leadership and strategic direction to the Company, the Board is tasked with the following

key responsibilities:

1. Determining the business strategies, plans and policies that underpin the corporate strategy;

2. Discussing and approving strategic plans, policies and annual budgets;

3. Continually monitoring the exercise of delegated power by management;

4. Ensuring that a comprehensive system of policies and procedures is in place and that appropriate
governance structures exist to ensure the smooth, efficient and prudent stewardship of the
Company;

5. Identifying and reviewing key risks, opportunities and strengths relating to the Company;

6. Ensuring that the company’s organisational structure and capability are appropriate for

implementing the chosen strategies;
7. Setting policies on internal control and obtaining regular assurance that the system is functioning

effectively and is effective in managing risks;
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Board members are inducted and continuously trained to enrich their skills as they steer the Company

to higher levels. Their performance is evaluated yearly.
In discharging their roles, the Board members are required to declare any conflict of interest or the

absence of the same in all matters.

The Board members are also expected to continually adhere to the code of conduct and ethics as
stipulated in the Mwongozo Code of Governance for State Corporations. Governance audit is carried
out to promote appropriate ethics within the organisation.

Board Committees:

For efficient decision making by the Board in discharging its duties and responsibilities, the following
Board Committees have been set up and meet under well-defined terms of reference set by the Board.
1. Finance and Investment Committee;
2. Audit Committee;
3. Human Resource and Legal Committee.

The Board defines terms of reference under which the respective Committee’s operate. The Company
Secretary is the secretary to all the Board Committees except the Audit Committee where the Head of
Internal Audit is the secretary. The Committees submit reports of their activities to the Board.

Finance and Investment Committee

The objective of the Committee is to provide leadership in the achievement of attractive returns on the
Company’s equity and discuss and determine the prudence of financial management and to review the
asset mix and volumes, return on investment and the cost of both assets and liabilities in order to
achieve the institution’s short-term and long-term goals.

The membership of the Finance and Investment Committee is comprised as follows:

1. Bob Karina - Chairperson
2. Evelyn Nyoike
3. Harriette Chiggai
4. Lawrence Lelei (Alternate to the PS, State Department for Industrialisation)
5. Geoffrey Mwitari (Alternate to the PS National Treasury)
Audit Committee

This is an oversight Committee of the Board. The Committee assists the board in discharging its duties
relating to the safeguarding of assets, the operation of adequate systems, control processes and the
preparations of accurate financial reporting and statements in compliance with all applicable legal
requirements and accounting standards. The Committee reviews and assess the integrity of the risk
control systems and ensure that the risk policies and strategies are effectively managed.

The membership of the Audit Committee is comprised as follows:

1. Harriette Chiggai - Chairperson
2. Agostinho Neto
3. Lucas Kirui
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4. Lawrence Lelei (Alternate to the PS, State Department for Industrialization)
5. Mark Kebenei

Human Resource and Legal Committee

The Committee’s principal objective is to recommend to the Board strategic directions in matters
relating to HR and legal compliance.
The membership of the Human Resources and Legal Committee is comprised as follows:

1. Lucas Kirui- Chairperson
2. Bob Karina
3. Geoffrey Mwitari (Alternate to the Cabinet Secretary, The National Treasury)
4. Agostinho Neto
Board Meetings

The Board of Directors meets regularly as required in order to effectively and efficiently monitors the
implementation of the Company’s planned strategy, review it in conjunction with its financial
performance and business development and approve issues of strategic nature. Specific reviews are
also undertaken on operational issues and future planning.

The Notice and Agenda and detailed Board Papers of meetings are circulated on a timely basis to
ensure that the directors receive accurate, timely and clear information to enable it discharge their
duties.

The Board held 4 meetings during the year under review. Each Board member belongs to two
Committees. The attendance was as follows:

Name Of Non-executive | Expected No. of meetings | No. of meetings | % Attendance
Director in the year 2019/2020 attended

Bob Karina 4 4 100

Lukas Kirui 4 4 100

Mugambi Imanyara 4 4 100

Lawrence Lelei 4 1 295

Harriette Chiggai 4 4 100

Mark Kebenei 4 3 75

Evelyn Nyoike 4 4 100

Agostinho Neto 4 4 100
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Board Remuneration

Board members are remunerated for their services in accordance with the relevant legislative
provisions and/or guidance from the State Corporations Advisory Committee. Details of Directors
emoluments during the year are shown on page 53 note 6 (c). Directors are entitled to sitting allowance
for every meeting attended, lunch allowance (in lieu of lunch being provided) accommodation
allowance and mileage reimbursement where applicable within set limits of state corporations. In
addition, the Chairman is paid a monthly honorarium.

Directors Shareholding

None of the Directors owns shares in the Company in their individual capacity.
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8. MANAGEMENT DISCUSSION AND ANALYSIS
1. Financial Performance

a) Pre-tax

During the Financial year 2019/2020, the Company posted a pre-tax profit of Kshs.8.95 Million. This
is compared to a loss of Kshs. 93.6 million for the last Financial Year 2018/2019. The overall Return

on investment for the financial year is 0.2%.

300

N
U
o

N
o
o

Kshs. Millions
[y
w
o

100 67.5 70.3 67.2 721

50
| 0.1
| Interest on Rent Interest other income G.0.K Grant
|
| loans Income
] m2018/2019 67.5 67.2 4.0 20.7 245.3
‘ m 2019/2020 70.3 72.1 19.5 33.4 278.9

The Company’s operating expenditure for the Financial year under review was Kshs 454.2 million
compared Kshs 487.5 million in the Financial year 2018/2019.

EXPENDITURE COMPARZISION BETWEEN 2018/2019 VS
300

250

N
o
o

Kshs. Millions
-
u
o

100

32.4 2
50 1ﬁii
0
Admin Costs Staff costs Directors Dep. &
Emoluments Amortization
m2018/2019 158.6 280 16.5 32.4
m2019/2020 1199 276.5 12.9 449
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b) Company Financial Position

The company total assets as at 30 June, 2020 stood at Kshs. 4.50 Billion compared to Kshs 3.29
Billion for same period in the last Financial Year. The company current assets amounted to Kshs.
1.163 Billion compared to current liabilities amounting to Kshs. 327.8 million. Current assets for
same period in the last financial year amounted to Kshs.333.3 million while current liabilities for
same period in the last financial year amounted to Kshs.343.3 Billion. The organizations financial

position has greatly improved.

2. Operations
KIE has products are designed to meet the needs of customers. There was a marked

improvement in performance during the period under review compared to the previous period
as demonstrated below:

a) Credit to SMEs: For the period under review, the company recorded 204% increase in
amount of credit offered SMEs to a tune of Kshs. 1,223 Million compared to Kshs.401.7 Million
in 2018/2019 Financial Year.

1400
: 1223
1200 Loans Disbursed
1000
300

600
401.7

Kshs. Millions

400
200

0
2018/2019 2019/2020

m Loans Disbursed 401.7 1223

b) Entrepreneurship Training: For the period under review, the company recorded 30.1 %
growth in number of SMEs trained to 57,150 SMEs across the country compared to 43,924
trained in 2018/2019 Financial Year.

70,000 Entrepreneurship Trainings

60,000 57,150

50,000 43,924

40,000

30,000

20,000

10,000

2018/2019 2019/2020

™ Entrepreneurship Trainings 43,924 57,150
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¢) Linkages: For the period under review, the company recorded 77.2 % growth in linkages of
SMEs to large enterprises, market and suppliers of machinery. The company linked 3,683 SMEs
compared to 2,079 linkages in the previous year.

Linkages

4000 3683

3500

3000

2500 2079

2000

1500

1000

500
0

2018/2019 2019/2020
® Linkages 2079 3683

3. Key projects and investment being implemented by KIE
The company is currently implementing one project namely Credit to Small and Medium Enterprises.

Credit to Small and Medium Enterprises (SMEs)

This project aims at providing affordable medium to long-term credit to SMEs in the manufacturing
sector which is core to the country vision of becoming a newly industrialized, globally competitive
and prosperous middle income country by year 2030. The total project cost is estimated at Kshs.3.35
Billion and is being implemented over three financial years up to 2021/2022. The expected outputs of
the project are: Disbursement of Kshs.3.35 Billion to SMEs, Creation of 9,249 new enterprises,
Creation new 46,205 direct jobs and Creation of over 231,000 indirect jobs. Other benefits of the
project are: Stimulating rural industrialization, Wealth Creation, Equitable distribution of wealth,
Support to Youth and Women, Value addition to local raw materials and increase in contribution to
government taxes by SMEs. The project completion rate is at 61.1 % with total expenditure of
kshs.2.046 Billion as at 30" June, 2020.

4. Major risks facing the entity
The company's overall risk management programme focuses on unpredictability of changes in the
business environment and seeks to minimise the potential adverse effect of such risks on its
performance by setting acceptable levels of risk. The major risks for the company are credit, liquidity
market and operational risk.

a) Credit Risk Management
Credit risk refers to the risk that a counterparty will be unable to pay amounts in full when due. The

company’s credit risk is primarily attributable to liquid funds and loans advanced to customers. The
company credit risk attributable to liquid funds is low because the counter parties are banks with high
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reputation. Credit risk attributable to loans is managed through a framework that sets out policies and
procedures covering its measurement and management. The company has ensured clear segregation
of duties between transaction originators in the business (Filed officers and Business Development)
and approvers in the Risk Function. All credit exposure limits are approved within a defined credit
approval authority matrix. The company also manages its credit exposures through the principle of
diversification across products, geographical locations, industries and client segments. Potential credit
losses from any given account, client or portfolio are mitigated using a range of tools such as collateral,
credit insurance and guarantees.

b) Liquidity Risk Management
Liquidity risk is the risk that the company will encounter difficulty in meeting obligations associated
with financial liabilities. KIE’s Board of Directors have built a liquidity risk management framework
for managing the company short-term, medium and long-term funding requirements. KIE
continuously monitors forecasts and actual cash flows to ensure company’s liquidity requirements are
met.

¢) Market Risk Management
It is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity

prices will affect KIE. KIE currently is not actively affected by foreign exchange risk and
equity/commodity prices due to its nature of business.

Interest rate risk is the risk of loss from fluctuations in the future cash flows because of a change in
market interest rates which affects KIE’s investment. KIE interest rate regime is fairly stable and not
driven by on-going market dynamics.

d) Operational Risk
Operational risk is the potential for loss arising from inadequate or failed internal processes, people

and systems or from the impact of external events. The management of operational risk is a
challenge due to its broad scope as operational risks arise from all activities carried out within KIE.
KIE endeavours to discuss all operational risks with department heads and unit managers to ensure
effective controls are in place with a review at least once a year.

5. Material arrears in statutory/financial obligations
The company has no material arrears in statutory and financial obligations.

6. Entity’s compliance with statutory requirements
The company does not have any governance issues among the Board or members of top management.
Further there is no conflict of interest.
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9. CORPORATION SOCIAL RESPONSIBILITY STATEMENT/ SUSTAINABILITY
REPORTING

Kenya Industrial Estates exists to transform lives. This is our purpose; the driving force behind
everything we do. It is what guides us to deliver our strategy which is founded on Four Pillars; Pillar
1: Align KIE activities to the Vision 2030 developmental pillars; Pillar 2: Grow revenue to attain
financial self-sustainability; Pillar 3: Enhance operational efficiency to a level comparable with best
practices in the industry; Pillar 4: Strengthen the KIE brand.

Sustainability Strategy and profile

Kenya Industrial Estates (KIE) is committed to creating a long-term value for our Stakeholders in all
the areas we operate. As we deliver on our mission, we also seek to ensure our sustainability, our
customers’ sustainability and environmental sustainability. We are a responsible corporate citizen who
is committed to responsible and ethical business practices. We ensure our customers derive value from
our relationship, our staff are nurtured to bring out their best and a robust relationship is maintained
with our partners. As an organization operating in various parts of the country, we are concerned with
the environment and the communities in the areas we conduct our activities. Our mandate of
supporting Industrialization through development of Micro, Small and Medium Enterprises (MSME:s)
is aligned to sustainable Development goal No.9 on building resilient infrastructure; promote inclusive
and sustainable industrialization and further innovation. We are also actively involved in sensitizing
our customers on climate change.

Our focus areas for sustainability agenda are Financial Sustainability, Environment, Our employees,
market place practices and community engagement.

1. Financial Sustainability

Financial Sustainability is Key to realising the organizations Mandate of promoting Industrialization
through Development of Micro, Small and Medium Enterprises in Kenya. KIE is one of the key
organization implementing the BIG 4 Agenda under the industrialization Pillar by providing credit to
MSMESs, which is a government-funded project. We have also scaled up our operation, broadened our
products offering, and ensured our products are competitive. To ensure our customers develop
successful industries, we walk with them in their entrepreneurial journey through our Business and
Technical and Advisory Services and we link them to markets. In order to ensure sustainability, we
are constantly seeking partners to support our programmes.

2. Environmental Performance
Kenya Industrial Estates is a responsible corporate citizen committed to the conservation of the
environment, prevention of pollution, effective waste management, minimization of consumption of
resources and overall environmental degradation in all our business operations.

We recognize environmental protection as one of the guiding principles and a key component of sound
business performance. We are committed to providing quality products and services as we promote
and embrace the principle of responsible stewardship of the natural environment.

30



Kenya Industrial Estates Limited

Reports and Financial Statements
For the year ended June 30, 2020

Kenya Industrial Estates strives to adhere to all applicable environmental regulations. To implement
and maintain a structured Environmental Management System based on the continual improvement,
we educate and inform all its employees, clients, suppliers and other stakeholders on environmental
protection and empower them to participate and contribute to environmental conservation.

The company, in the financial year 2019/20 spearheaded planting of trees in all of its 37 branches
spread countrywide. KIE also joined other State Agencies and State departments to participate in a
tree planting exercise on May, 2020. An estimated 2,000 indigenous trees were planted in Kibiko
block of Ngong Forest. The company also took part in a tree-planting activity at Ngong Hills Forest,
Kajiado County where 8,000 indigenous trees were planted. The tree planting exercises underscore
our commitment and contribution towards the Greening Kenya Campaign, which aims at attaining a
10% forest cover.

Kenya Industrial Estates is committed to support SMEs to adapt to climate change. We are partnering
with Pan-African Climate Alliance to assess the level of SMEs preparedness to mainstream climate
change in their operations and to enable SMEs transition to low-carbon, climate resilient green
development. A survey has been done to assess the level of preparedness of SMEs to transition to low
carbon climate resilient, green economic development.

3. Employee Welfare
The company is committed to nurturing talent to bring the best out of each employee. Employees are
the most important asset for the company and form the base upon which the company delivers services
to the public. On recruitment, we are guided by the Constitution, labour laws, our Human Resource
manual and best practice. To maintain and attract talent, we continue to ensure a conducive working
environment.

Gender Equality

The company is committed to provide equal opportunity for all genders and promote diversity at all
levels of management. The gender-disaggregated ratio for the period was 53% Male and 47% Female.
Because our desire to promote inclusivity, we were award as first runners-up in the category of
Diversity and Inclusion inclusive Parastatals in The National Diversity & Inclusion Award 2019.

Capacity Building

On Capacity Building, we systematically enhance our staff skills to address career progression of
individual employees and improve institutional performance. During the period, the company
carried staff training needs assessment and executed interventions to address the identified needs.

Performance Measurement and Reward
The company employs performance measurement and reward system to ensure productivity. We

measure each employee’s performance based on the pre-negotiated and agreed performance
targets drawn from the company’s annual work plan.

Employee Engagement
Having engaged employees is critical to the achievement our strategic goals. We have undertaken to

take on board all our employees’ views. To ensure this materializes, employees are encouraged to give

31



Kenya Industrial Estates Limited

Reports and Financial Statements
For the year ended June 30, 2020

their views openly. During the period, the Managing Director personally engaged employees directly
through the Managing Director’s cup of tea, branch visits and meeting of all managers.

Occupational Safety and Health
The Company continues to ensure implementation of Occupational safety and Health Act, 2007. We

undertook Continuous monitoring of work environment based on regular risk assessment and
conducted safety training to staff to ensure adherence to safety precautions.

4. Market Place Practises
Kenya Industrial Estates conducts its businesses in a responsible and ethical manner and strives to
follow these general principles; Honesty, Fairness, Respect for customers, suppliers, employees, and
competitors. KIE through its zero tolerance to corruption promotes transparency and integrity in all
its operations.

The organization ensures responsible competition practice by all suppliers in line with Public
Procurement Act to undergo a rigorous process of assessment of their social, environmental and ethical
performance that increases reliability of the supply chain, conserves our planet's natural resources,
and protects the people who work for and with us. At KIE, we believe that what we do and how we
do it are equally important which is why we’ve put responsible, sustainable sourcing practices into
place, guided by the procurement act, throughout our supply chain and made them an integral part of
our strategy.

Kenya Industrial Estates seeks to promote marginalized groups (Women, Youth and Persons living
with Disabilities) to access Government Procurement opportunities. In the period, KIE trained 59
youth, women and persons living with disabilities (PWD) on accessing government procurement
opportunities out of which 28 youths, 13 women and 1 PWD benefited from procurement
opportunities. KIE also Promotes Buy Kenya Build Kenya initiative through its procurement process
and committed 40% of its procurement budget to this endeavor.

In marketing and communications, KIE is committed to responsible advertising in compliance with
the existing laws and national and regional standards. KIE ensures that its marketing communications
are legal, decent, honest, and truthful, with claims having a sound scientific basis. We are committed
to promoting our products in a socially acceptable manner. At the heart of our marketing is
safeguarding consumer rights and interests.

5. Community Engagements

At Kenya Industrial Estates, we are committed to integrating responsible business practices into all
our activities, not just with words and statements, but also with action and deeds. With our Corporate
Social Responsibility (CSR) commitment, we aim to positively impact the workplace, the
marketplace, the environment and the community. In the financial year 2019/20, KIE organized
financial literacy programs targeting women entrepreneurs in Nairobi, Kisumu and Nakuru. As part
of KIE’s outreach program on entrepreneurship training and financial literacy, KIE conducted a
successful capacity building for BodaBoda operators in Ndhiwa Constituency of Homabay County
and Kigumo Constituency in Murang’a County.
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The company also participated in the Mater Heart Run 2020 to fundraise for heart surgeries targeting

children from disadvantaged backgrounds. KIE also donated sanitizers, soaps and facemask to
Association of SMEs in Industrial Area, Nairobi as part of the company’s contribution to mitigate the
spread of Covid -19.

33



Kenya Industrial Estates Limited

Reports and Financial Statements
For the year ended June 30, 2020

10. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended
June 30, 2020 which show the state of the company’s affairs.

Principal activities

The principal activities of the company are to promote and facilitate industrialisation through the
provision of credit facilities, business development services and industrial work spaces.

Results

The results of the company for the year ended June 30, 2020 are set out on page 38.
Dividends

The Directors do not recommend dividends.

Directors

The members of the Board of Directors who served during the year are shown on page 3.

Auditors

The Auditor General is responsible for the statutory audit of the entity in accordance with Article 229
of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board
\

s )
arity Ndeke
Acting Manager, Legal
Nairobi

Date 34‘.5‘7—%1 !
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Kenya Industrial Estates Limited
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11. STATEMENT OF DIRECTORS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 and section 14 of the State Corporations Act,
require the Directors to prepare financial statements in respect of Kenya Industrial Estates Ltd, which
give a true and fair view of the state of affairs of the Company at the end of the financial year/period
and the operating results of the Company for that year/period. The Directors are also required to ensure
that the Company keeps proper accounting records which disclose with reasonable accuracy the
financial position of the Company. The Directors are also responsible for safeguarding the assets of
the Company.

The Directors are responsible for the preparation and presentation of the Company’s financial
statements, which give a true and fair view of the state of affairs of the Company for and 2s at the end
of the financial year (period) ended on June 30, 2020. These responsibilities include: (i) maintaining
adequate financial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the company; (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 Company; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Company’s financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates,
in conformity with International Financial Reporting Standards (IFRS), and in the manner required by
the PFM Act, 2012 and the State Corporations Act. The Directors are of the opinion that the Company’s
financial statements give a true and fair view of the state of Company’s transactions during the financial
year ended June 30, 2020, and of the Company’s financial position as at that date. The Directors further
confirm the completeness of the accounting records maintained for the Company, which nave been
relied upon in the preparation of the Company’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 entity will not remain a going
concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Kenya Industrial Estates Ltd financial statements were approved by the Board on

024" 612‘2'\ 2021 and signed on its behalf by:

N TT— %w M Nawikas.

Chairperson of the Board Managing Director
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

: ! fos NAIROBI
Enhancing Accountability o

REPORT OF THE AUDITOR-GENERAL ON KENYA INDUSTRIAL ESTATES
LIMITED FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Kenya Industrial Estates
Limited set out on pages 37 to 80, which comprise the statement of financial position as
at 30 June, 2020, and the statement of profit or loss and other comprehensive income,
statement of changes in equity, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In 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 the Kenya Industrial Estates Limited as at
30 June, 2020, and of its financial performance and its cash flows for the year then
ended, in accordance with International Financial Reporting Standards (IFRS) and
comply with the Companies Act, 2015 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
1.0 Trade and Other Receivables

The statement of financial position reflects a balance of Kshs.53,159,000 for trade and
other receivables which as disclosed under Note 19(a) to the financial statements
comprised gross receivables of Kshs.193,063,000 net of provision for bad and doubtful
receivables of Kshs.139,904,000 or 72%. The balance also included staff receivables of
Kshs.3,925,000 of which Kshs.2,527,670 related to advances and imprests for staff
members who have since left the Company. Although the Management explained that
the most appropriate action would be taken to avoid retaining the debts in the
Company’s books for a long time, some for more than fifteen (15) years, it could not be
confirmed that the trade and other receivables balance of Kshs.53,159,000 as at
30 June, 2020 was fairly stated.

2.0 Corporation Tax Arrears

As disclosed under Note 29(c) to the financial statements, the Company had a
contingent liability of Kshs.140,200,000 being interest and penalties on tax arrears for
unpaid corporation tax for the period 1994 to 2014. The Company had paid the principal
taxes and was in discussions with Kenya Revenue Authority for waiver of interest and
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penalties. However, until the issue is resolved, the Kshs.140,200,000 remains unsettled
and is likely to attract further interest and penalties.

3.0 Long Outstanding Payables

The statement of financial position reflects a balance of Kshs.107,330,000 under trade
and other payables which as reflected at Note 24 to the financial statements included
an amount of Kshs.98,082,000 for other payables of which Kshs.35,522,112 had been
outstanding for more than one-hundred and twenty (120) days.

Failure to settle financial obligations as they fall due may attract penalties and interest
and cause reputational damage to the Company.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Kenya Industrial Estates Limited
Management in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other
ethical responsibilities in accordance with the ISSAl and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | 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 judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in year under review.

Other Matter

Unresolved Prior Year Audit Matters

As disclosed under the progress on follow up of auditor recommendations section of the
financial statements, some of the prior year audit issues remained unresolved as at 30
June, 2020. The Management has not provided satisfactory reasons for the delay in
resolving the issues.

Other Information

The Directors are responsible for the other information. The other information comprises
the Company’s information, corporate governance and the report of Board of Directors
as required by the Companies Act, 2015. The other information does not include the
financial statements and the auditor’s report thereon.

My opinion on the financial statements does not cover the other information and | do not
express an audit opinion or any form of assurance conclusion thereon. In connection
with my audit of the Company’s financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work | have performed, |
conclude that there is a material misstatement of this other information, | am required to
report that fact. | have nothing to report in this regard.
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, | confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. | believe that the audit evidence | have obtained sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that | plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and governance
were operating effectively, in all material respects. | believe that the audit evidence |
have obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
As required by Companies Act 2015, | report based on audit, that:

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

(i) In my opinion, adequate accounting records have been kept by the Company
so as appears from the examination of those records; and,

(iii) The Company’s financial statements are in agreement with the accou<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>