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KEY INSTITUTE INFORMATION

BACKGROT] )iD IN F'ORMA'I'ION
The Institute was established by the Supplies Practitioners Management Act2007 of Parliament. The Institute
is domiciled in Kenya and headquartered in Nairobi, with its offices in Nairobi CBD

PRINCIPAL ACTIVITIES
The principal activity of the Institute is to empower its members to provide and maintain high standards

of procurement and supply chain management professionalism through regulating conduct of
practitioners, educational programs, seminars and workshops

KISM COUNCIL

Current Council w.e.f 1Oth January 2020
: lohn Karani Ndiwa Chairman
: Moses Allan Omondi Council Member
: Jeremiah Kiio Nthusi Council Member
: Vincensia Anyango Apopa(Phd) Council Member
: Groce Murichu Council Member
: Diana Mwacharo Council Member
: Nimo Hussein Council Member
: Principal Secretary The National Treasury
: Hennock Kirungu - Director General PPOA

Retired Council on 1Oth January 2020
: Chris Oanda lnterim Chairman Ret'd
: Joseph Ogachi Interim Council Member Ret'd
: Francis Murabula Interim Council Member Ret'd
: Joyce Nyanamba Interim Council Member Ret'd
: Florence Oile Interim Council Member Ret'd
: Dickson Mwenze lnterim Council Member Ret'd
: Jeremiah Ogola, decd Late
: Principal Secretary The National Treasury
: Hennock Kirungu - Director General PPOA

Structure of the KISM Committee

Registered Olfice

: The KISM Council
Statutory Committees

: Registration Committee
: Disciplinary Committee

Committees of the Council
: Finance & Administration Committee :
Standards Committee
: Examinations Committee :
Audit Committee
: Legal and Statute Committee
: Member Services Committee

: Nation Center 12th Floor Wing "8"
: Kimathi Street
: P.O Box 30400 - 00100
: Cellphone: 0721 244828, 0733 333226,0701 333226 :
Telefax:2213911
: NAIROBI
: Email admin@kism.or.ke
: Website. www. ki sm.o r. ke
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KEY INSTITUTE INFORI{ATION Contd

Auditor Office Of Auditor General
Anniversary Towers
University Way
P.O. Box 30084 - 00100
Telefax: 020311482
Tel.020 342330
NAIROBI
Email. oag@oagkenya.go.ke
Website. www.kenao.go.ke
Standard Chartered Bank
Westlands Branch
Woodvale Groove
P.O. Box 14438-00800
Tel : 4443 0 1 B/2 /2 0,44489 5 6
NAIROBI

National Bonk of Kenya
Ngong Road Bronch
P.0 Box 72866-00200
Tel. No. 020-2BZ 8900 | 0703 0BB 900 10732 118 900
NAIROBI

Principal Banker

Legal Advisor
1 ; The Attorney General

; State Law Office
.' Harambee Avenue
; P.O. Box 40112

; City Square 00200
.' Nairobi, Kenya

2 : Akunga Momanyi & Co Advocates
: P.O Box 10324-00100-G,P.O

: NAIROBI

: Cell: 0722-992979/0722-988205/0733873300
: E-Mail: akungamomanlti@Jtahoo.com
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For the Period ended 37st December 2079

COUNCIL MEMBERS

JOHN KARANI

DIANA MWACHARO

GRACE MURICHU

vrNCENSlA APOPA (Phd)

John Karani is the Chairman of KISM. John Karani is a seasoned Supply
Chain professional with over 27 years experience in major blue-chip
multinationals. Worked with Coca-Cola Africa for 18 years, Wrigley's East
African Limited, Kenya Cooperative Creameries and Kenya Meat
Commission.

Has 15 years SCM experience in the public sector, serving at the Postal
Corporation of Kenya, the IEBC and SASRA. Currently the head of
procurement at SRC

Has 20 years experience in leading the human resource and supply chain
functions at Kenya Revenue Authority

Has 11 years experience in the public, leading SCIvI teams at Kengen and
Retirement Benefits Authority

Currently the Director of SC[/ at the Judiciary. Pursuing a PhD in Supply
Chain ltlanagement.

NTHUSI

Head of SClt/ at lntercontinental Group. Has 23 years experience in the
private sector with multi-industry exposure in local and multinational firms

DI

Head of the supply chain department at the National Construction
Authority.PhD in Supply Chain Management

N

,.- .

f*

t

*

'La
i+:t,

f/
JAMES KALOKI

Currently the acting Chief Executive Officer and the Secretary to the Council of the lnstitute
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MANAGEMENT TEAM

JAMES KALOKI

NICHOLAS WAFULA

CHILION OTIENO OGOL

ESTHER JOAN WANYOIKE

Currently the acting Chief Executive Officer and the Secretary to the Council of the lnstitute

The Finance Manager of the lnstitute, has served in the current post for over five years

Currently the Training Manager fo over four years, and was previously engaged for
8 years as Graduate Teacher at Muthiga Secondary School.

U KINUTHIA
Currently doubles as the acting procurement manager together with regional officer
responsibilities

Currently the membership services officer, served in the current position for over six years

Currently doubles as both KISM Executive Assistant and the Human Resource Officer. Has
served in the positions for over five years.

Currently the ICT officer of the lnstitute. Has served for the last four years

7

BONIFACE MWANIKI



Kenya Institute of Supplies Management
Annual Report & Financial Statements

For the Period ended 37st December 2079

STATEMENT
Profiling of procurement as a profession is built around registration and licensing of professionals, capacity building, examination

and Certification, and promotion of professional conduct and ethics. KISM is implementing its second strategic plan for the period

2015 - 2019 which was developed with focus on defining a robust framework for the institute to fulfil its national mandate while

participating in the development and promotion of regional and global standards of procurement and supply chain management

practice. The current strategy is focused on regulation and promotion of professionalism through implementation of provisions of the

Act that guide the capacity development of members and address issues of ethics and professional conduct.

1.1. REGISTRATION OF MEMBERS

KISM was instrumental in positioning procurement the procurement law of 2075, and periodically writes to originations to advise in

reporting relationships and structure for procurement organization. This ongoing profiling of procurement supports growth in

Membership. The full Member category grew from 3,670 to 4,508 between 2018 and 2019.

L.2. LICENSING OF PRACTITIONERS

Licensing promotes recognition of authority of procurement professionals in organizations. lt elevates the procurement role and

contributes to regulation of procurement practice. The number of licensed practitioners has grown from 961 to 1,182 between

201.8 and 2019.

1.3. OPPORTUNITIES FOR LICENSED FIRMS AND INDIVIDUALS

Organizations continue to approach the lnstitute to avail them the lists of licensed firms. Organizations also request for lists of

Licensed individuals and those who wish to provide advisory services to entities are encouraged to register their interest to do so

with the institute. This is part of a wider acceptance and compliance of the PPADA.

L.4. ENGAGEMENTS W]TH ACADEMIA

ln the period, the institute rendered support to Commission for University Education in their review of curriculum submitted for

accreditation from local universities. Strathmore University received direct support from KISM development of their procurement

and supply chain academic programs.

1.5. OPPORTUNITIES FOR INTERNSHIPS AND EMPLOYMENT

23 junior professionals were assisted to find internships and employment in 2018 compared to 20 in 2017.ln the period under

review KISM supported Council of Governors and SASRA in their recruitment of procurement professionals.

L.7. ADVOCACY FOR PROFESSIONALS

The lnstitute ran a public campaign in 2019 to educate the public on the role that procurement officers play in public procurement. At

least two articles were published in the local dailies and at least two TV and Radio interviews were carried out between the

months of June and December 2079. The campaign involved lobbying government to appreciate that procurement professionals are

not the source of corruption in public sector procurement, and that there is a need focus attention on the wider supply chain order to

root out corruption.

Professional bodies also saw it fit to collaborate with a view to supporting each other in the event of a similar directive targeting

professionals is issued in future. This gave birth to a concept to convene an lnter-Professional Summit jointly between Kenya

lnstitute of Supplies Management (KISM), lnstitute of Certified Public Accountants of Kenya (ICPAK), lnstitute of Human Resource

Management (IHRM), and lnstitute of Certified Secretaries (lCS) in 2019.

1.8. COLTABORATIONS: IFPSM WORLD SUMMIT 2019 COMES TO AFRICA

8
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Delegations from 45 countries will attend the Summit, alongside more than 300 Kenyan procurement and supply management

professionals attended the annual summit. This was the largest gathering of professional buyers in the region, lt presented a

great

opportunity for local professionals to participate in an international event and interacted with peers from around.

The bid to host the 2019 World Summit of the lnternational Federation of Purchasing and Supply Management (IFPSM), was

awarded to KISM and confirmed at the IFPSM World Summit 2018 in Helsinki Finland. KISM hosted the World Summit at Pridelnn

Resort, Mombasa, on 11-13 September 2019. The theme of the Summit is "Sustainable Procurement and Supply Chain Practices for

the 21st century."

2.0. CPD WORKSHOPS

Currently KISM mounts between twenty and twenty-three workshops annually. The workshops content is informed feedback

collected through member's surveys. Attendance in workshops rose from 1,574in year 2018 to 2,108 in year 2019.

CHALLENGES

(i) Legal (amendments to the Act) reforms that support efficient implementation of the SPMA and align to the new

Constitution 2010;

(ii) The government support in rolling up the National Certification Examinations developed under the SPMA

(iii) Low level of participation in KISM programs by professionals from the region

(iv) Low level support to the Continuous professional programs for procurement professionals

(v) Continued membership and licensing, with retention below 50%

(vi) Lack of the Public Procurement and Disposal Act Regulations

(vii) Lack of a substantive Council, committees and Board envisaged in the SPM Act

(viii) lnadequate funds to sustain the implementation of the SPM Act and regulations

8
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REVIEW OF THE INSTITUTE'S PER-FOMANCE FOR FY 20I9

r.r Strategic Goals and Obiectives

' Professional Development through continuous professional training and otlrer professional development functions ofthe Institute

' Regulation of PSCM Profession to enforce the SPMA Act through registralion, licensing, addressing all disciplinary mattes against the

rrrcnrbcrs and othcr functions ofthc Institr.rtc to promote PSCM profcssionalism in thc country.

' Professional Certification through eslablishment and operationalization ofKISEB as stipulated in the SPMA which is charged with the

statutory responsibility to develop and adrninister curriculum for a local professional qualification in PSCM

' KISM Brand Development and Promotion through initiatives touching on public relations (PR), marketing and stakeholder

engagenEnt functions of the Institute to position KISM as an influential voice of the PSCM profession in Kenya and beyond, strengthen

cornmunication capability and rcach of thc rclcvant functions as wcll as cnhancc KISM brand pcrccption and visibility as cnvisagcd in thc corc

mandate

' Financial Sustainability: by widening and deepening the lnstilute's financial base to support planned growth in regular revenue streams. review

ofexisting membership structure lo increase menrbership subscriptions, development and marketing ofappropriate CPD programs, restructuring and

expanding the training function into a full-fledged consultancy wing, developing new source ofrental incorne, proper opcrating cxpcnsc managcment,

among others

' Institutional Strengthening so as to deliver on the Institute's mandate.

KISM dcvclops ils annual work plans bascd on thc abovc stratcgic plan 2015 to 2019 whosc pillars arc indicatcd abovc. Asscssmcnt ofthe

Board's performancc against its annual work plan is donc on a quartcrly basis. KISM achicvcd its pcrformancc targcts sct for thc FY 201 9

pcriod for its 2015 - 2019 stratcgic pillars, as indicatcd in thc diagram bclow

Programme Delivery Unit Key Outputs

0 Growth in membership and

licensed practitioners

Membership

Services 0 Sustained compliance levels
D lncreased membership 0 1,500 licensed

application practitioners

0 lncreased licensed
practitioners

D Advertisement calling for

Memberchip
Related

activities

Enhance

compliance

inspection and

case-

on illegal

supply chain
practitionerg

Membership

services

Key Performance

indicators

D Renewal of
membership

compliance

0 Positional papers

0 Renewal of

membership

0 Licensing and

compliance

0 Reduced cases of

corrupt practices

0 Employment of
qualified members in

supply chain

Target 2019

0 At least 9,000 member's

current

0 Call for compliance

0 lncreased renewals to

5,500 members and 2,000

licenses

0 Database cleanup

0 Continuous professional

development

Actual

Achievement

members

admitted over
950 licensed

practitioners

over the period

I Clean database

0 Compliance

D Employer feedback

0 Enhanced stakeholder

outreach

0 Continuous Professional

Development
0 Enhance compliance through
periodical inspection and case-

follow-up on illegal

practitioners

E Enhance Quality Monitoring
and member experience
through an interactive member
self service

o



construction &
development
of KISM Hqtrs

Training and

Capactty

Bulldlng

Secretarlat

Capacity

Bulldlng

KISM

Rebrandlng

f" 
P'oj"d 

H.ndor"r of KtsM completed 17
Management_ srorey oullolng
I eam

I Enhance the discipline levels

among members and enforce

ethical practices within the
profession

0 Enhance Public lnterest on

supply chaln matters

0 Collaborate and create
synergies on national matters
affecting supply chain

Continuous capacity building

training availed to procurement

professionals and organizations

Relocation of KISM offices
Completion of the
construction.

Handover of the building

Disposal/lease of surplus

space to Eovernmental Relocation of KISM offices

entities
Leasing and relocation into
the new office

+ lncreased number of rrain 7S% of active

training programs members

+ lncreased participation

from KISM membership
Hold at least 25 trainings

lncreased compliance to
CPD requirement and by

extension to procurement

laws and regulations

Capacity building
Recruit staff to support the
growth initiatives

Training needs assessment Review staffing benefits

Council appointment

letters and induction

lncreased visibility of

member participation in

KISM activities

Strategic plan 2020 - 24

Education fairs and

student welfares Public relations initiatives
Consultancy to develop
governance instruments,

disciplinary procedures and

code of ethics

Excellence awards

95% of the
construction

complete.

Superstructure

complete.

21 training
programs and

trained 1,851

participants

Recruit staff to
support the

growth initiatives

Review staffing

benefits

ining

Department

Recruitment and engagement of
qualified staff

Human

Resource

Appointment of committees to
the Council

Engagement of taskforces to
support Council operations

Development of the strategic
plan

Culture change

Visibility in nationwide
procurement matters

Enhanced career guidance and

mentorship
Sovernance student excellence awards

Partnership with the
promoters of excellence

awards

Organisation

instruments

KISM Visibility

New Organisation structure
Disciplinary policy and

code of ethics

Periodical Positional
papers on procurement

Procurement newsletter

Governance instruments

Disciplinary policies and

procedures

Quarterly positional papers

Level of member

satisfaction surveys

I
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0 Enhance the discipline levels

among members and enforce

ethical practices within the
profession

E Enhance Public lnterest on

supply chain matters

D Collaborate and create
synergies on national matters
affecting supply chain

Handover of KISM completed 17

storey building

Relocation of KISM officas
Completion of the

construction.

Handover of the building

Disposal/lease of surplus

space to governmental Relocation of KlsM offices

entities
Leasing and relocation into
the new office

* lncreased number of Truin 75% of active

training proSrams members

* lncreased participation

from KISM membership
Hold at least 25 trainings

lncreased compliance to
CPD requirement and by

extension to procurement

laws and regulations

Capacity building
Recruit staff to support the
growth initiatives

Training needs assessment Review staffing benefits

Council appointment

letters and induction

lncreased visibility of
member participation in

KISM activities

Strategic plan 2O2O - 24

Education fairs and

student welfares

Constructlon

development
of KISM Hqtrs

KISM Project

Mana8ement

Team

95% of the
construction

complete.

Superstructure

complete.

21 training
programs and

trained 1,851

participants

Recruit staff to
support the

growth initiatives

Review staffing

benefits

Tralnlng and

Capaclty

Bulldlng

Secretarlat

Capacfi
Bulldlng

KISM

Rebranding

ining

Human

Resource

KISM Visibility

Continuous capacity building

training availed to procurement

professionals and organizations

Recruitment and engagement of
qualified staff

Appointment of committees to

the Council

Engagement of taskforces to
support Council operations

Development of the strategic
plan

Culture change

Visibility in nationwide
procurement matters

Enhanced career guidance and

mentorship

Excellence awards

Organisation

instruments

Public relations initiatives
Consultancy to develop
governance instruments,

disciplinary procedures and

code of ethics

governance 
studentexcellenceawards

New Organisation structure

Governance instruments

Disciplinary policies and
procedures

Disciplinary poliry and

code of ethics

Partnership with the
promoteR of excellence

awards

Periodical Positional
papers on procurement Quarterly positional papers

procurement newsletter Level of member

satisfaction surveys

o
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REVIEW OF THE INSTITUTE'S PERFOMANCE FOR FY 20l9....Contd

Programme Delivery Unit Key Outputs Key Performance indicators Target 2019

levels among members
and enforce ethical
practices within the

profession

0 Enhance Public lnterest

on supply chain matters

0 Collaborate and create

synergies on national
matters affecting supply

chain

Actual

Achievement

Recruit staff to
support the

growth initiatives

Review staffing

benefits

Construction &
development of
KISM Hqtrs

Training and

Capacity Bulldlng

Secretariat Capacity

Building

KISM Rebranding

Handover of KISM

completed 17 storey

building

New OrBanisation

structure

Governance instruments

Disciplinary policies and

procedures

Disposal/lease of surplus

space to governmental

entities

Disciplinary policy and code

of ethics

Periodical Positional papers

on procurement

Procurement newsletter

Project

ing

rce

Continuous capacity

building training availed to
procurement professionals

and organizations

Recruitment and

engagement of qualified Capacity building

staff

Appointment of
committees to the Council

Engagement of taskforces to

support Council

operations
Development of the

strategic plan

Relocation of KISM offices
Completion of the
construction. 95% of the

Handover of the building construction

complete.
Relocation of KISM offices

Superstructure

Leasing and relocation into complete'

the new office
* lncreased number of
training programs rrain 75% of active members

+ lncreased Darticioation 21 training
Hold at least 25 traininssfrom KISM membership Programs and

lncreased compliance to trained 1,861

cPo requirement and by participants

ertension to procurement

laws and regulations

Training needs assessment Review staffing benefits

Council appointment letters

and induction

lncreased visibility of
member participation in

KISM activities
Strategic plan 2020 - 24

Education fairs and student
welfares

Recruit staff to support the
growth initiatives

Public relations initiatives

Consultancy to develop

governance instruments,

disciplinary procedures and

code of ethics

Partnership with the
promoters of excellence

awards

Quarterly positional papers

Level of member satisfaction

surveys

Culture change

Visibility in nationwide

procurement matters
Excellence awards

Enhanced career guidance Organisation

Visibility and mentorship instruments

sovernance" Student excellence awards
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Kenya lnstitute of Supplies Management

Annuol Report & Financial Stotements
For the Period ended 3TstDecember 2019

COUNCII, REPOIII'

The Directors submit their report together with the audited financial statements for the year ended 31st Decernber,

2019 which show the state of the institute's affairs.

PIt I NCI PAL AC't't\/t't'l US

The principal activity of the Institute is to empower its members to provide and maintain high standards of
procurement and supply chain management professionalism through regulating conduct of practitioners, educational

programs, seminars and workshops

RESUI,TS

The result of the Institute for the year are shown from page number 6 to 13

20t9 2018 20t7
Total Revenue 185,566,866 143,772,815 128,814,689

Expenditure 138,404,323 116.982,464 103,313,882

Surplus 47,162,543 26,790,351 25,500,907

I)tvllx]Nl)s
The Institute is not incorporated limited by shares

DIITF](]TORS

The members of the Council who served during the year are shown on page l. ln accordance with Supplies

Practitioners Management Act2007 no Council members serving during the period ended 31st December 2019

presided over the Council operations for the period under review.

AUDII'()lts
The Auditor General is responsible for the statutory audit of the entity in accordance with Article 229 of the

Constitr.rtion of Kenya and the Public Audit Act 2015 to carry out the audit of the institute for the yearlperiod

ended 3lst December,2019 in accordance to section 23 of the Public Audit Act,20l5 which empowers the Auditor

General to audit on his behalf.

BY ORDER OT..TIIE COUNCIL

l;.

KARANI IWA. CHAIRIVIAN
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I

Section 8l of the Public Finance Management Act, 2012 and Supplies Practitioners Management Act

2007 No. 17 Part V Section 28 (2) require the Directors to prepare financial statements in respect of that

institute, which give a true and fair view of the state of affairs of the institute at the end of the financial

yearlperiod and the operating results of the institute for that yearlperiod. The Directors are also required

to ensure that the institute keeps proper accounting records which disclose with reasonable accuracy the

financial position of the institute. The Directors are also responsible for safeguarding the assets of the

institute.

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

which give a true and fair view of the state of affairs of the entity for and as at the end of the financial

year (period) ended on June 30, 2020. This responsibility includes: (i) maintaining adequate financial

management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the entity; (iii) designing, implementing and maintaining internal controls

relevant to the preparation and fair presentation 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 entity;

(v) selecting and applying appropriate accounting policies; and (vi) making accounting estimates that are

reasonable in the circumstances.

The Council accepts responsibility for the annual financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgments and

estimates, in conformity with International Financial Reporting Standards and in the manner

required by the PFM Act, 201-2 and Supplies Practitioner Management Act. The Council are of the

opinion that the financial statements give a true and fair view of the state of the transactions

during the financial year ended 31st December,201,9, and of the entity's financial position as at

that date. The Directors further confirm the completeness of the accounting records maintained for the

institute, which have been relied upon in the preparation of the entity's financial statements as well as

the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Council to indicate that the Institute will not remain a
going concern for at least the next tvyelve months from the date of this statement.

Approval of the financial statements
the 202L and signed on behalf

N KARANI
MA

NDIWA
CHAIRMAN
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REPORT OF THE AUDITOR.GENERAL ON KENYA INSTITUTE OF SUPPLIES
MANAGEMENT FOR THE YEAR ENDED 31 DECEMBER, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kenya lnstitute of Supplies
Management set out on pages 13 to 34, which comprise the statement of financial
position as at 31 December, 2019, and statement of comprehensive income,
consolidated statement of cash flows, statement of changes in net assets, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution and Section 35 of the
Public Audit Act, 2015. I have obtained all the information and explanations which, to
the best of my knowledge and belief, were necessary for the purpose of the audit.

!n my opinion, except for the effects 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 lnstitute of Supplies Management as at
31 December,2019, and of its financial performance and its cash flows for the year
then ended, in accordance with lnternational Financial Reporting Standards (IFRS),
and comply with the Public Finance Management Act, 2012 and the Supplies
Practitioners Management Act, 2007.

Basis for Qualified Opinion

1.0 Variances Between the Ledgers and Trial Balance

The trial balance differed with the supporting ledger balance on five (5) items resulting
in unexplained variances as follows: -

Item Description

Trial
Balance
(Kshs.)

Ledger
Balance
(Kshs.)

Difference
(Kshs.)

1 Asset Grant 499,277,487 490,850,903 8,426,594
2 Promotion and Advertisement 2,974,149 2,874,357 99,792
3 Workshop Expenses 4,231,580 4,060,156 171,424
4 Pension 1,537,656 1,867,391 -329,735
5 Salaries and Waqes 28,667,876 26,800,485 1,867,391

Total 536,688,748 526,453,292 10,235,456

Report of the Auditor-General on Kenya Institute of Supplies Management for the year ended 3 I December, 20 I 9



Consequently, the accuracy of the financial statements for the year under review could
not be confirmed.

2.0 Unsurrendered Imprest

The statement of financial position and as disclosed under Note 20 to the financial
statements reflects debtors and prepayments balance of Kshs.45,965,218 lncluded
under this balance are related party debts-KISM staff of Kshs.1,279,885 being
temporary imprests issued to two members of staff which has been outstanding since
31 December,2018. Management has not effected recovery of the imprest. This is
contrary to Regulation 93(6) of the Public Finance Management (National
Government) Regulations which provides that in the event of the imprest holder failing
to account for or surrender the imprest on the due date, the Accounting Officer shall
take immediate action to recover the full amount from the salary of the defaulting officer
with an interest at the prevailing Central Bank Rate.

Consequently, the fair statement of the reported debtors and prepayments balances of
Kshs.45,965,218 as of 31 December, 2019 could not be confirmed.

3.0 UnsupportedExpenditure

The statement of comprehensive income and as disclosed under Note 14 to the
financial statements reflects administration expenses of Kshs.34,210,937. lncluded in
this amount is legal fees of Kshs.2,186,000. However, the Management provided
supporting documents and information in support of Kshs.185,000 resulting in
unexplained difference of Kshs.2,001,000. Further, included in the administrative
expenses was expenditure of Kshs.196,531 in respect of decorations for which
Management did not provide documents and information for audit review.

Consequently, the accuracy and completeness of the reported administration
expenses of Kshs.34,210,937 for the year ended 31 December, 2019 could not be
confirmed.

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

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 the year under review.

Report of the Auditor-General on Kenya Instilute of Supplies Management for the year ended 3 I December, 20 I 9
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that,
nothing else 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

1.0 Unpaid Withholding Tax

The statement of financial position reflects creditors and accruals balances of
Kshs.88,353,488 which includes withholding tax payable to KRA of Kshs.26,825,005
that has been outstanding for over one year. The amount continues to attract interest
and penalties with the continued delay in settlement. Management has not rendered
any plausible reason for the failure to settle the taxes.

2.0 Noncompliance with State Corporations Advisory Committee (SCAC)
Circulars

The lnstitute has continued to operate without having its Human Resource Policy
instruments comprising of organizational structure, staff grading and establishment,
career guidelines, human resource policy and procedures manual contrary to State
Corporations Advisory Committee (SCAC) circular number OP/SCAC.91211111 of 15
May, 2017 .

Consequently, the Management of lnstitute is in breach of the Law.

3.0 Procurement Activities Outside E-procurement

The lnstitute has not implemented the e-procurement system. This is contrary to the
Executive Order No.6 of 2015 which requires all Public entities to migrate their
procurements plans to the Kenya Government IFMIS e-procurement system.

Further, the lnstitute did not submit its procurement plan to the Public Procurement
Regulatory Authority on procurement of planned activities contrary to the requirements
of Executive Order No.2 of 2018.

Consequently, the Management of lnstitute is in breach of the Law

4.0 Procurement of Services

A review of the records revealed that the lnstitute procured various goods and services
amounting to Kshs.9,927,906 from various suppliers without having supply contracts
in place. Further, there was no prequalification of suppliers for the year 2019.

Consequently, the Management of lnstitute is in breach of the Law.

Report of the Auditor-General on Kenya Institute of Supplies Managementfor theyear ended 3l December, 2019
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The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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. I believe that the audit evidence ! have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF !NTERNAL 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, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Overall Governance section
of my report, I confirm that, nothing else has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not
effective.

Basis for Conclusion

1.0 Weak lnternal Control systems

Review of the lnstitutes internal control system revealed that there was inadequate
segregation of duties and the Procurement Manager resigned in June, 2019. The
Procurement Manager has not been replaced at the time of the audit. Management
has not demonstrated measures taken to strengthen the internal controls for effective
management of resources. The risk of Management override of controls is high.

2.0 Lack of Risk Management Policy and Risk Registers

Review of the internal controls revealed that Management did not have in place formal
risk management policies. Further, Management had not conducted risk assessment
to identify potential risks that could impact on the operations of the lnstitute. This is
contrary to Regulation 165(1) of the Public Finance Management (National
Government) Regulations, 2015 which provides that the Accounting Officer shall
ensure that the national government entity develops risk management strategies,
which include fraud prevention mechanism; and a system of risk management and
internal control that builds robust business operations.

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

Report of the Auditor-General on Kenya Institute of Supplies Management for the year ended 3 I December, 2019
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Responsibilities of Management and those Gharged with Governance

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

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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

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

Report of the Auditor-General on Kenya Institute of Supplies Management for the year ended 3 I December, 20 I 9
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are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose all
matters in the internal control that might be material weaknesses under the lSSAls. A
material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with
the policies and procedures may deteriorate.

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

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

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 lnstitute's ability to continue as a going concern. !f 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 lnstitute to cease to continue as a going concern.

Report of the Auditor-General on Kenya Institute of Supplies Monagementfor theyear ended 3l December, 2019
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o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

O Obtain sufficient appropriate audit evidence regarding the financia! information and
business activities of the lnstitute to express an opinion on the financial statements.

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

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

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

AUDITOR.GENERAL

Nairobi

23 August,2021

Report of the Auditor-General on Kerrya Instilute of Supplies Management for the year ended 3 I December, 20 l9
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KISMa ort 31st Decan 2019

Kshs
2019

st

KISM
GoK & Other

Perlnorc
KISM Iotals

GoK & Other

Partners Iolals

lncome

Grantstrom Paftners 6

24,fiA,bUU 24,a36,buutl e m be rsh p suoscflpfl ons

w)n<snop rece,pts a 100,110,121 100,110,121

Schoo/ l-ees I 6,4EE,UUO 6,4EE,UUO

Examnatnn ln@me 11

aner mcome 11 10,363,564 10,363,564

27,589,000

142,442,803

5,171,500

27,589,000

142,442,803

5,171,500

12,338,194 12,338,194

total lncome 7U5,50O,dOO 7U0,CO0,U0tt 143,1 lZ,A15 743,t lZ,AlO

Expenditure

slaff cosls 12 32,421 ,/99 32,421,/99

Council Expenses 13 4,502,869 4,502,869

14 z9, t1u,4zJ 29,t1u,423

)penttng Exwnses 15 4d,315,U / / 44,315,U/ /

16 2,032,29/ 2,032,29/

31,182,971

6,386,047

34,210,937

64,817,658

1,806,709

31,182,971

6,386,047 
_

34,210,937 
_

64,817,658_

1,806,709

Operating Suflus(Dencit) Before
trinance cost 47,162,54347,162,543 26,790,351 26,790,351

operattng surptus4cletrctq afier
Einance Costs

47,162,543 47,162,543 26,790,351 26,790,351

Taxable Sury/us 28

Tax Liabihty 28

Surplus / (Deficit) after tax 47,162,543 47,162,543 
'

24,190,351 26,190,351
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STATEMENT OF FINANCIAL POSITION AS AT 31ST DECEMBER 2079
Notes

2078

Non-CurrentAssets
486,485,028Property plant and Equipment 17

1_,L77,563Intangible.Assefs 1B

743,500,232
883,172

2079

744,383,405 487,662,591Total Non-Current Assets

CurrentAssefs
19 55,446,434Bank & Cash

20Related Party debts
24Stocks - Unexplained Store items

40,769,77720

76,925,891

1,279,885

44,685,333Debtors & Prepayment
722,897,708 96,2L5,605Totol CurrentAssefs

Current Liabilities
21Gok Grant (Advance)
22Bank Balance due to KISEB

23 53,L25,549Creditors & Accruals
D effer e d Sub s cri p ti on s

25 1,098,636School Fees Prepayments
26

(13,625,626)
88,353,488

280,484
682,581 682,581Workshop Refunds

75,690,927 54,906,766Total Curent Liabi lities

47,200,787 41,308,838Net Current Assets

528,97L,4Z9Net Capital Employecl 79L,583,585

Accumulated Funds
245,743,554Retained Earnings 292,306,098

292,306,u98 245,743,554Accumulated Funds

27 499,277,488 283,827,875Asset Grant
528,977,429Total Funds 791-,583,585

7.75Current & Quick ratio 7.62

Financial Statements on pages 7 to 26 were approved for issue by the Council on

...r............. ....292+frnd were signed on behalf by;,
T

I\
TINJOHN KARANI NDIWA

loKISMKISM CHAIRMAN

I
I
t
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Kenya Institute of Supplies Management

Annual Report & Financial Statements
For the Period ended 37st December 2079

STATEMENT OF CHANGES IN NET ASSETSA.S AT 31ST DECEMBER 201.9

KISM General
Fund

KSHS

145,252,750

30,868,361

Professional
Development
Fund

KSHS

7,O7B,B3B

3,206,370

KSHS

146,271,588

30,868,367

3,206,370

Total

As at Lst January 2016

Total Comprehensive Income for the year

Transfer of share of fees

Other surplus from other activities

As at 37st December 2076 776,727,777 4,225,208 780,346,379

As at TstJanuary 2017

Total Comprehensive Income for the year

Transfer of share of fees

Other surplus from other activities

776,L27,LL7

25,500,807

4,225,208

5,702,835

780,346,379

25,500,807

5,702,835

As at 37st December 2077 207,627,978 9,328,043 270,949,967

As at 1st January 2018

Total Comprehensive Income for the year

Transfer of share of fees

Other surplus from other activities

201,621,918

26,790,357

9,328,043

7,403,243

2L0,949,967

26,790,351

7,403,243

As at 37st December 2078 228,472,269 76,737,286 245,743,554

As at LstJanuary 2079

Total Comprehensive Income for the year

Transfer of share of fees

228,4L2,269

39,088,973

L6,737,2B6

8,073,570

245,143,554

39,088,9-73

8,073,570

Other su other activities

267,507,242 24,804,856 292,306,098As at 37st December 2079
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KISMq.
Kenya Institute of Supplies Monagement

Annual Report & Financial Statements
For the Period ended 37st December 2079

CONSOLIDATED STATEMENT OF CASHFLOW For the Period ended 37st Dec, 2079
2079
Kshs

Cash Generated from Operations

2078
Kshs

Reconciliation of Surplus (deficit) before tax
to cash generated from operations;
Surplus (deficit) before tox
Add Non Cash Adjustments

Professiona I d evel opm ent fun d
Depreciation
Amortisation

47,162,543

(8,073,570)

1,512,319
294,397

26,790,351

7,639,775
392,52L

Cashflow before Changes in Working capital 40,895,683 28,822,547

Changes in Working Capital
(lncrease)/ Decrease in Receivables

Increase/ (Decrease) in Creditors
Increase in Prepaid School fees
Increase/ (Decrease) in Deffered Subscription
(lncrease)/ Decrease in Deposits

(lncrease)/ Decreose in VAT Claimable

Increase /(Decrease) in Refunds

Tax Paid

(5,796,046)

35,227,939
(818,152)

(15,524,245)
(13,625,626)

(2,611,209)

(395,802)
(16,781,929)

659,653

(2,154,849)
treiTasl;Effim7fusAifln)Titiiiirtisfiei:frliies- --(2,7477{0f- '-TICT2tmTf

Investing Activities

Purchase of ProperLy, Plant and Equipment (299,573,795) (256,333,811)

Finonclng Activities

I n crea se / (D ecrea se) in G ra nts 282,644,909 94,000,000

Net cosn rom/(used tn) m rtnancmg Actwtues 282,644,949 94,000,000

As at TstJanuary
Increase/(Decrease) in cash and Cash Equivalents

55,446,434

21,479,457
207,630,525

(752,184,097)
As at 37st December

16
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Kanla lnstihtte of Supplies Managenrcnt

Arurual Report & Financial Statements

For tlrc Pcriod endcd 31st Dccembu2079

,\ott:s ltt lhc I:ittttttt'ittl Sktlcneills

1 .,\ccounting Policics

The Kenya lnstitute of Supplies Management is a membership institution established by the Supplies Practitioners Management Act, 2007 as

a statutory body charged with the mandate ofentrenching professional ethics in Supply chain and Procurement.

2 Statenrcnt of ('ornplirrncc

The financial statements are prepared in compliance with lntemational Financial Reporting Standards (lFRSs). The financial statements

are prescnted in functional currency, Kenya shillings (Kshs.), which is the prevailing currency within primary economic environment, rounded

to the nearest thousands and prepared in accordance with the measurement bases prescribed by lFRSs.

The preparation of financial statement is in conformity with IFRS which requires the use of estimates and assumptions. It also requires

management to exercise its judgement in the process of applying the Institute's policies.

The principal accounting policies adopted in the preparation ofthese financial statements are set out below.

-1 Sununar)' ol'significant Accourrting Policics

The significant accounting policies adopted in the preparation ofthese general purpose financial statements are set out below:

r) Iilsis of preparlfion

The financial statements are prepared on a going concern basis in compliance with International Financial Reporting Standards (IFRS).

The measurement basis used is the historical cost basis except where otherwise stated in the accounting policies below. The financial

staternents are presented in Kenya Shillings (Shs), rounded to the nearest thousand, which is also the ftmctional currency (see (d) below).

The financial statements comprise a profit and loss account (statement of comprehensive income), balance sheet (statement of financial

position), statement of changes in equity, statement of cash flows, and notes. Income and expenses, excluding the components of other

cornprehensive income, are recognised in the profit and loss account. Other comprehensive income is recognised in the statement of

comprehensive income and comprises items of income and expense (including reclassification adjustments) that are not recognised in

the profit and loss account as required or permitted by IFRS. Reclassification adjustments are amounts reclassified to the profit and loss

account in the current period that were recognised in other comprehensive income in the current or previous periods. Transactions with

the owners of the lnstitute in their capacity as owners are recognised in the statement of changes in equity.

The preparation of financial statements in confonnity with Intemational Financial Reporting Standards requires the use of estimates and

assumptions. It also requires management to exercise its judgement in the process of applying the accounting policies adopted by the

Institute. Although such estimates and assumptions are based on the directors'best knowledge of the information available, actual results may

differ frorn those estirnates. The judgernents and estirnates are reviewed at the end of each reporting period, and any revisions to such

estimates are recognised in the year in which the revisions are made. The areas involving the judgements of most significance to the financial

statements, and the sources of estimation uncertainty that have a significant risk of result'ing in a material adjustment within the next financial

year, are disclosed in Note 2.

The measurement basis used is the historical cost basis except where othcrwise stated in the accounting policies below. For those assets and

liabilities measured at fair value, fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly

transaction between market participants at the lneasurement date. When rneasuring the fair value of an asset or a liability, the Instihrte uses

rnarket observable data as far as possible. If the fair value of an asset or a liability is not directly observable, it is estimated by the Institute using

valuation techniques that maximise the use of relevant observable inputs and minimise the use of unobservable inputs (e.g. by use of the

market comparable approach that reflects recent transaction prices for similar items or discounted cash flow analysis). Inputs used are

consistent with the characteristics ofthe asset/liability that market participants would take into account. Fair values are categorised into three

levels in a fair value hierarchy based on the degree to which the inputs to the measurement are observable and the significance of the inputs

to the fair value measurement in its entirery:

Level I fair value lneasurelnents are those derived fiorn quoted prices (unadjusted) in active rnarkets for identical assets or liabilities.

17



Kenya lnstitutc of Suqtplies Motmgunurt
Annual Rc'ports and Financial Statemctrts

For the Period cnded 31st Decembcr 20'19

Notes C]rrrtinrrerl

l\leasurcntent hasis (('ontinued)

Level 2 fair value lneasllrements are those derived from inputs other than quoted prices included within Level I that are

observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived frotn prices).

Level 3 fair value measurements are those dcrived from valuation techniques that include inputs for the asset or liability that are not

based on observable market data (unobservable inputs).

Transfers between levels ofthe fair value hierarchy are recognised by the lnstitute at the end ofthe reporting period during which the

change occurred.

b) \eu arrtl reviseil s(itndards

i) Nt.rr stanrlar(ls th:rt xrt r:l'ltclivc

The following new and revised standards and interpretation have become eflective for the first time in the financial year

beginning I January 20 I 8 and have been adopted by the instihrte where relevant to operations.

Anrendments to It'RS I, IFRS l2 AND IAS 2tl titled Annual improvement to IFRS standards (issued on December 2016) -

The amendrnents, applicable lor the annual period beginning on or after 'l January 2018, rnake the following changes:-

a" Delete the short term exemption paragraphs, E3-87, olIFRS I because they have served their purpose

b. ClarifythescopeoflFRSl2.Accordingtotheseamendmcnts,disclosurerequirenrentsinthestandard,exceptthosein

paragraph Bl0-Bl6 applies to entitics listed in paragraph 5 of IFRS 5.

c. Clarify that the election, contained therein IAS 28, to measure at fair value through profit or loss an investment in

associate, joint venture that is held by an entity as venture capital organisation, or other qualifying entity is available on

inveshrent by investment basis upon initial recognition.

Conceptual Framework for financial reporting 2018 (lssued in March 2018) - The new conceptual framework, effective ftom

date ofissue since no effective date has been stated, covers significant issues that had not been covered in the previous one. It

also provides guidance to those issues that were not clear in the previous standard and those that were outdated.

IFRS l5; Revenue from Contracts with Custorners (issued in May 201.1) -The new standard, eflective for annual periods

beginning on or after I January 2018, replaces IAS ll, IAS l8 and their interpretations (SIC-31 and IFRIC 13, l5 and l8). It
establishes a single and comprehensive framework lbr revenue recognition applied consistently across transactions, industries and

capital markets, with a core principle (based on a five-step model to be applied to all contracts with customers), enhanced disclosures,

and new or irnproved guidance.

ll'RS 9; Financial tnstrunrents (issucd in.lulv 2014) -This standard replaces IAS 39 (and all the previous versions oflFRS 9)

effective for annual periods beginning on or after I January 20 I 8. It contains requirements for the classification and

measurement olfinancial assets and financial liabilities, impairment, hedge accounting and derecognition.

IFRS 9 requires all recognized financial assets to be subsequently measured at amortized cost or fair value (through profit or loss or

through other comprehensive income), depending on their classification by reference to the business model within which they are held

and their contractual cash flow characteristics. For financial liabilities, the most significant effect of IFRS 9 relates to cases where the fair

value option is taken: the amount ofchange in fair value ola financial liability designated as at lair value through profit or loss that is

attributable to changes in the credit risk of that liability is recognized in other comprehensive income (rather than in profit or loss),

unless this creates an accounting mismatch.

For the impairment of financial assets, IFRS 9 introduces an "expecled credit loss" model based on the concept of providing for

expected losses at inception ofa contract; it will no longer be necessary for there to be objective evidence ofirnpairment before a credit

loss is recognized. For hedge accounting, IFRS 9 introduces a substantial overhaul allowing financial statements to better reflect

how risk management activities are undertaken when hedging financial and non-financial risk exposures. The derecognition

provisions are carried over almost unchanged from IAS 39.
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Notrs (bntinutd

i) Neu' slnndrrr-ls thrt rrc clTccti\ r ((-'onlinIcd)
To comply with the standard. provisions have been made for either I 2-months or life time expecled credit losses (ECLs) for all financial assets

measured at amortised cost. The Council has opted to apply the simplified approach on receivables whereby lifetime ECL are provided from inception.

However, lhe comparatives have not been restated in respect to ECI-.

Amendments to lt'RS 2 titled Classilication and l\leasurcmcnt of Shore-based (SRP) Payment'l'ransactlons (issued ln June 2016) -

The arnendments, applicable to annual periods begiming on or alier I January 2018, clari$ the effects ofvesting and non-vesting conditions on the

measurement ofcash-settled share-based payments (SBP), the accounting for SBP transactions with a net settlement feature for withholding tax

obligations, and the effect ofa modification to the temls and conditions ofa SBP that changes the classification ofthe transaction from cash-settled

to equity settled.

Amendnrenl to IFRS 4 and IFRS 9 titled interaction of IFRS 4 and IFRS 9 (issued in Septenrber 2016) - The amcndmcnt, cffcctivc for annual

periods beginning on or afler I January 20 I 8, address issues arising frorn the application of IFRS 9. It requires that an entity applying overlay approach

to do so retmspectively to qualifying assets when fist applying IFRS 9. For the entities choosing deferral rnethod, it applies for annual periods beginning

on or after I January 201 8.

Arnendment to IAS 40 titled transler ofinvestment property (issued in December 2016) - The amendment, applies to annual periods beginning

on or after I January 201 8, pmvides clarifications on the transfer of property to and ftom invesrment property.

Bnsed on asscssmcnt oflhc council. thc adoption ofthe abovc standrrds, crcept for IFRS 9, havc no significant impact on thc on thc lnstitute's
flnNncial statcmcnts.

ii) Now rnd revisod slrnd:lrds 1|nd interprctrtions in issur l)tl1 not ]'el elli'ctivc

Amendmcnts lo IAS 2ll rcgardlng long-term intcrcsts in rssociates snd joint venturcs (issucd in Octobcr 201 7) -Thc amcndmcnts, applicablc

to annual period beginning on or after I January 20 I 9, clari! that an entity need to apply IFRS 9 on long-term interests in an associate or joint

vcnturc thal arc pan of invcslmcnts.

Amendments ao IAS I 9 (issued in February 2018)-The amendnrents, effeclive for the annual period beginning on or after I January 201 9, clari! the

irnpact ofa plan amcndrncnt, curtaihncnt or scttlcmcnt on tlc rcquircrncnts rcgarding thc assct cciling. It also rcquircs a mandatory cvaluation ofcurrcnt

service cost and interest rates based on assumption used for remeasurement.

Amendmont to IAS 8 (issue d in Ochbcr 2018)-The arnendrnent, applicable for the annual period beginning on or after I January 2020, clarifies the

definition of matcrial.

Amcndmcnts to IFRS 9 rcgnrding prcpayment fc$turcs lliah nrgativo compcnsation and modiflcatlons of financial liabilities (lssucd ln

Octobcr 201 7)-Thc amcndrncnts, applicablc for annual pcriod bcginning on or after I January 201 9. cnablc cntities to mcasurc at amortizcd cost

sorne prcpayablc financial asscts with ncgativc compcnsation.Thcy also providc clarification on accounting for financial liabilitics following

modifications
Amendment to tFRS 3 titled definition of a business (issued in October 2018)-The amendment, eflective for the annual period beginning on or

after I January 2020, clarifies the definition ofa business.

Anrcndnrcnts to ll'RS 3. ll'RS I I, IAS t2 and IAS 2-l titled annual inrprovcmonts to IFRS stsndards 2015-2017 cyclc (issucd in

Dcccmbcr 2017)- The irnprovernents, applicable for annual periods beginning on or after I January 2019, rnakes the following clarifications:-

a. when an entity acquires control ofa business tlral is a joint operation, under IFRS 3, it should remeasure previously held interest in

that business. However, under IFRS I l, an entity does not need to remeasure previously held interest in the joint operation.

b. Requirernents in the former 52 (B) apply to all income tax consequences ofdividends

c. Any spccific borrowing rernaining outstanding aftcr thc rclatcd asscts is rcady for intcnded usc or salc, under IAS 23, that bonowing bccomcs

part ofthe fund the enlity borrows generally in calcLrlating capitalisation rate.

Amrndments to IFRS l0 and IAS 2ll titled Sale or Contrihulion of Asscas b{:twecn an lnvestor and ils Associate or Joint Venture (issued in
Scplcmber 201 4) - The amendments, applicable from a date yet to be detemined, address a current conflict between the two standards and clarifo

that gain or loss should be recognised fully when the transaction involves a business, and parlially ifit involves assets thal do nol constitule a business.

IFRS 16 Leases (issued in January 2016) - The new standard, effective for annual penods beginning on or after I January 2019, introduces a new

lcsscc accounting modcl. and will rcquirc a lcsscc to rccognisc asscts and liabilitics for all lcascs with a term ofmorc than l2 months. unlcss the

underlying asset is oflow value. A lessee will be required to recognise a right-of-use asset representing its right to use the underlying leased asset

and a lease liability representing its obligation to make lease payments."

The council docs not plan to apply anl of the above until lhcv becorne effective. l-urther. based on their assessment of the potentinl

lnrpact of application of thc ohovc. they do not erpcct thot thcrc will hc signilicant impact on ahc lnstitute's finrncial statements.
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Surnrnary' of Signilicant Accounting Policics (('ontinucd)

c; ,,\ccounting litr nssotiates

Associate: an entity in rvhich an investor has significant influence but not conhol orjoint control. IAS 28 applies to all investments in

which an investor has significant influence but not control or joint control except for investments held by a venture capital

organisation, mutual fund, unit trust, and similar entity that are designated under IAS 39 to be at fair value with lair value changes

recognised in profit or loss. IAS 28.I ]

ln its consolidated financial statements, an investor should use the equity method of accounting for investments in associates,

Under IAS 39, those investrnents are measured at fair value with fair value changes recognised in profit or loss. [tAS 28.1]. An
investment classified as held for sale in accordance with IFRS 5. UAS 28.13(a)1. A parent that is exernpted frorn preparing

consolidated financial statements by paragraph l0 of IAS 27 may prepare separate financial statements as its primary financial

statements. In those separate statements, the investment in the associate may be accounted for by the cost method or under IAS 39.

lrAS 28.r3(b)l

d) (iranls

Govemrnent and other grants are recognised only il(l ) and (2) are reasonably assured

( l) grants will be received

(2) conditions olgrants will be satisfied

Grants related to property , equipment and other assets are presented in the reserves as deferred lncome and utilized in the

reduction of the carrying amounts of the related assets during its useftll life.Any grant received to compensate expenses, losses or

for the purpose of giving imrnediate operational suppofi is dealt with in the income statement in the year it is received. Any Prepaid

or advance grant received within an accounting period but used up in subsequent accounting. Any Prepaid or advance grant

received within an accounting period but used up in subsequent acconnting period will be declared as Income for the subsequent

year. Govemment grant are accounted for as Incorne in the year received and expended as per the conditions ofthe GoK.

c) 'l ranslatirlrr ol'lirrcign currcncics

On initiat recognition, all transactions are recorded in the lunctional currency (the currency ofthe primary economic environtnent in

which the Institute operates), which is Kenya Shillings.

Transactions in foreign currencies during the year are converted into the functional currency using the exchange rate prevailing at the

transaction date. Monetary assets and liabilities at the balance sheet date denominated in foreign currencies are translated into the

functional currency using the exchange rate prevailing as at that date. The resulting foreign exchange gains and losses from the settlement

ofsuch transactions and from year-end translation are recognised on a net basis in the profit and loss account in the year in which they

arise, except fordifferences arising on translation ofnon-monetary available-for-sale financial assets, which are recognised in other

comprehensive income.

l) 0llsctting

Financial assets and liabilities are offset and the the net anrount reported in the balance sheet only when there is a legally
enforceable right to set off the recognised alnounts and there is an intention to settle on a net basis, or realise the asset and settle the

liability simultaneously.

g) llcvrnuc rccognilion

Revenue represents the lair value of consideration received or receivable for the sale of goods and services in the course of the

Institute's activities. It is recognised when it is probable that luture econornic benefits will flow to the Institute and the amount of
revenue can be measured reliably. It is stated net of Value Added Tax, rebates and trade discounts. Cash discounts are included as

part offinance costs.

Sale of goods are recognised upon the delivery of the product and customer acceptance, while sale of services are recognised upon

performance of the service and customer acceptance based on the proportion of actual service rendered to the tota'l services to be

provided.
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h) Propcrtl', planl antl crpiplncrtt

All categories of property, plant and equipment are initially recognised at cost. Cost includes expenditure directly attributable to the

acquisition olthe assets. Computer software, including the operating system, that is an integral part olthe related hardware is capitalised as part of

the cornputer equipment. Freehold land,/buildings/plant and machinery/fumiture and equipmenVcornputers, copiers and faxes/motor vehicles are

subsequently carried at a revalued amount, based on annual/triennial valuations by external independent valuers, less accumulated

depreciation and accumulated irnpainnent losses. All other items ofproperty, plant and equiprnent are subsequently carried at cost less accumulated

depreciation and accumulated impairment losses.

Subsequent costs are included in the asset's carrying alnount or recognised as a separate asset. as appropriate, only when it is probable that future

economic benefits associated with the itern will flow to the Institute and the cost of the item can be tneasured reliably. Repairs and maintenance

expenses are charged to the profit and loss account in the year in which they are incuned.

lncreases in the carrying amount arising on revaluation are recognised in other comprehensive income and accumulated in accumulated funds

under the heading olrevaluation surplus. Decreases that offset previous increases ofthe same asset are recognised in other comprehensive

income. All other decreases are charged to the profit and loss account. Annually, the difference between depreciation charge based on the revalued

carrying alnount of the asset charged to the profit and loss account and depreciation based on the asset's original cost is transferred from the

revaluation surplus reserve to accumulated funds.

Depreciation is calculated using the reducing balance method to write down the cost or the revalued amount ofeach asset to its residual value

over its estimated useful life using the following annual rates:

Asset Class Rate - oh

Land 0.00

Motor vchiclcs lntangiblc Asscts Ill 25

Furniture & fittings IV 12.5

Office equipment IV 12.5

Computers, copiers & fax II 30

As no parts of items of property, plant and equipment have a cost that is significant in relation to the total cost of the item, the same rate of
depreciation is applied to the whole item.

The assets' residual values and uselul lives are reviewed, and adjusted ifappropriate, at each balance sheet date.

Gains and losses on disposal of property, plant and equipment are detemined by reference to their carrying amount and are taken into account in

detennining operating profit. On disposal of revalued assets, amounts in the revaluation surplus reserve relating to that asset are transferred to

retained earnings.

i) lntangiblc assets

Software licence costs and computer software that is not an integral part of the related hardware are initially recognised at cost, and

subsequently carried at cost less accumulated amortisation and aocumulated impairment losses. Costs that are directly attributable to the

production of identifiable computer software products controlled by the Institute are recognised as intangible assets. Amortisation is

calculated using the straight line method to write down the cost ofeach licence or item ofsoltware to its residual value over its estimated uselul lile

using an annual rate of 25o/o.

.i) lnrpuirnrcnt of non-lintncirl asscts

Non-financial assets that are carried at arnortised cost are reviewed at the end of each reporting period for any indication that an asset nray be

impaired. If any such indication exists, an impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable

amount. The recoverable amount is the higher ofan asset's fair value less costs to sell and value in use.

k) lielircnrent bcnrfit ohligations

l)clinctl tontribution

The Institute does not currently operate a defined contribution retirenrent benefits plan for its employees, there are therefore no assets ofwhich
are held in a separate trustee administered under a guaranteed scherne managed by an insurance company.
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Flowever the Institute and the employees contribute to the National Social Security Fund (NSSF), a national defined
contribution scheme. Contributions are determined by local statute and the Institute's contributions are charged to the profit and

loss account in the year to which they relate.

l) l)nr1llo1'ec entitlenronts

The estimated monetary liability for employees' accrued annual leave entitlement at the balance sheet date is recogrised as an

ernployment cost accrual.

The annual carrying cost for the provision of medical benefit has been charged to the annual period that it relates. All the costs

borne by the provider has not been recognised as the expense against the revenue earned for the year, However where the

employer makes provision for similar benefit after the expiry or if the contractual limits are exceeded such an amount will be

recognised and charged to the accounts for the year.

rn) llorrorving cosls

Borrowing costs, net of any temporary investment income on tlrose borrowings. that are attributable to acquisition,
construction or production of a qualifying asset are capitalised as part of the asset. The net borrowing cost capitalised is

either the actual borrowing cost incurred on the amount borrowed specifically to finance the asset; or in the case of general

borrowings, the bonowing cost is determined using the overall weighted average cost of the borrowings on all outstanding

borrowings during the year less any specific borrowings directly attributable to the asset and applying this rate to the

borrowing attributable to the asset. Capitalisation of borrowing costs ceases when all activities necessary to prepare the

qualifying asset for its intended use or sale are complete. All other borrowing costs are recognised in the profit or loss in the

year in which they are incurred.

n) Lcascs

Finance letscs ts thc lesser:

Leases of property, plant and equipment including hire purchase contracts where the Institute assumes substantially all the risks

and rewards incident to ownership are classified as finance leases. Finance leases are recognised as a liability at the inception

of the lease at the lower of the fair value of the leased assets and the present value of the minirnum lease payments. The interest

rate implicit in the lease is used as the discount factor in determining the present value. Each lease paynent is allocated between

the liability and finance cost using the interest rate implicit in the lease. The finance cost is charged to the profit and loss account

in the year in which it is incurred. Property, plant and equipment acquired under finance leases are capitalised and depreciated

over the estimated uselul life of the asset.

()perating lcuses

Leases of assets where a significant proportion of the risks and rewards of ownership are retained by the lessor are classified as

operating leases. Payments made/received under operating leases are charged/credited to the profit and loss account on a straight
line basis over the lease period. Prepaid operating lease rentals are recognised as assets and are subsequently amortised

over the lease period.

o) lrrconrc tares

Incorne tax expense is the aggregate amount charged/(credited) in respect olcurrent tax and deferred tax in determining the profit
or loss for the year. Tax is recognised in the profit and loss account except when it relates to items recognised in other

comprehensive income, in which case it is also recognised in other conrprehensive income, or to items recognised directly in

equity, in which case it is also recognised directly in equity.

(.'urrcnt t:rx

Current income tax is the amount of income tax payable on the taxable profit for the year, and any adjustment to tax payable in

respect of prior years, detennined in accordance with the Kenyan lncotne Tax Act.
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Notes Continued

l)cl'crrcd inconrc lar

Defened income tax is provided in full on all temporary differences except those arising on the initial recognition of an asset or

liability, other than a business combination. that at the time of the transaction affects neither the accounting nor taxable profit or

loss. Deferred income tax is determined using the liability rnethod on all temporary differences arising between the tax bases of
assets and liabilities and their carrying values for financial reporting purposes, us'ing tax rates and 'laws 

enacted or substantively

enacted at the balance sheet date and expected to apply when the related deferred income tax asset is realised or the deferred tax

liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profits will be available against

which ternporary differences can be utilised. Recognised and unrecognised deferred tax assets are reassessed at the end of each

reporting period and, if appropriate, the recognised amount is adjusted to reflect the extent that it has become probable that future

taxable profits will allow the deferred tax asset to be recovered.

p) l.'irranciul inslrunrenls

The lnstitute classifies its financial instruments into the following categories:

i) Financial assets and financial liabilities at fair value through profit or loss, which comprise financial assets and financial

liabilities acquired or incurred principally for the purpose of selling or repurchasing in the near term or to generate short-term

profit+aking;

ii) Loans and receivables, which comprise non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market, and excludes assets which the entity intends to se'll immediately or in the near term or those which the entity

upon initial recognition designates as at lair value through profit or loss or as available-for-sale financial assets.

iii) Financial liabilities, which comprise all financial liabilities except financial liabilities at fair value through profit or loss.

i) l,'inancitl nsscts

All financial assets are recognised initially using the trade date accounling which is the date the Institute commits itself to the

purchase or sale. Financial assets carried at fair value through statement ofcomprehensive income are initially recognised at fair value

and the transaction costs are expensed in thc statement ofcomprehensive income account. All other categories offinancial assets are

recorded at the fair value ofthe consideration given plus the transaction cost.

Subsequently, held-to-maturity investments and loans and receivables are carried at amortised cost using the effective interest
method, while all other financial assets are carried at their fair va'lues, without deduction lor transaction costs that may be incurred

on sale.

Arnortised cost is the arrount at which the financial asset or liability is measured on initial recognition minus principal

repayments, plus or minus the cumulative amortisation using the eflective interest rnethod of any difference between the initial

amount and the rnaturity amount, and rninus any reduction for impairment or uncollectibility. Fair value is the amount for which

an asset can be exchanged. or a liability settled, between knowledgeable willing parties in an arm's length transaction.

The Institute assesses at each statement offinancial position whetlrer there is objective evidence that a financial asset is impaired.

If any such evidence exists. an irnpairment loss is recognised. hnpainnent loss is the amount by which the carrying amount of an

asset exceeds its recoverable arnount. In the case ofheld-to-maturity investrnents and loans and receivables, the recoverable

amount is the present value ofthe expected future cash flows, discounted using the asset's effective interest rate.
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Changes in fair value for available-for-sale financial assets are recognised in other comprehensive income, except lor irnpairment

losses (measured as the diflerence between the acquisition cost and the current fair value, less any impainnent loss on that asset

previously recognised in profit or loss). which are recognised in the statement of comprehensive income. In the year of sale, the

cunrulative gain or'loss recognised in other cornprehensive inconre is recognised in the profit or loss account as a reclassification

adjustment.

Changes in the carrying values and impairment losses of held-to-maturity investments and loans and receivables are recogrised in the

profit and loss account. Trade and other receivables not collectible are written olf against the related provision. Subsequent

recoveries of amounts previously written off are credited to the profit and loss account in the year of recovery.

All financiat assets are ctassified as non-current except financial assets at lair value through statement ofcomprehensive income, those

with maturities of less than l2 months from the balance sheet date, those which thc directors have the express intention of holding for

less than l2 months from the balance sheet date or those that are required to be sold to raise operating capital, in which case they are

classified as crlrrent assets.

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or the Institute has

transferred substantially all risks and rewards ofownership.

ii) l.'inancial liubilitics

All financial liabilities are recogrrised initially at fair value of the consideration given plus the transaction cost with the exception of
financial liabilities carried at fair value through profit or loss, which are initially recognised at fair value and the transaction costs are

expensed in the statement of comprehensive incomeaccount.

Subsequently, all financial liabilities are carried at amortised cost using the effective interest method except for financial liabilities

through profit or loss which are carried at fair value.

All financial liabilities are classified as non-current except financial liabilities at fair value through profit or loss, those expected to

be settled in the Institute's normal operating cycle, those payable or expected to be paid within l2 months of the balance sheet date

and those which the Institute does not have an unconditional right to defer settlement for at least l2 months after the balance sheet

date.

Financial liabilities are derecognised only when the obligation specified in the contract is discharged or cancelled or expires.

Financial Liabilities are mainly made up of trade and other payables are initially recognised at fair value and are subsequently

measured at amortised cost, using effective interest rate method

Impainnent of financial assets the Institutc recognizes loss allowances for expected credit loss on the financial instruments that are

not measured at fairvalue through profit or loss. The Institute puts into consideration the probability ofdefault upon initial

recognition offinancial assets and evaluates whether there has been a significant increase in credit risk on an ongoing basis.

The Institute determines the credit risk on a financial instrument to be low ilthe financial instrument has a low risk of default, the

debtor has a considerable capacity to meet its contractual cash flow obligations in the near future and adverse changes in econotnic

and business conditions in the longer term may, but will not necessarily, reduce the ability of the debtor to fulfil its contractual cash

flow obligations

The carrying antount ol the receivables are reduced through the use of the receivable impairment charges account. Variations in the

carrying amount of the receivable impairment charges account are recognized in profit or loss. The receivable is written off against the

receivable impairment charges account when the Institute has no reasonable expectations of recovering the receivable. If, in a

subsequent period, the amount of expected credit losses (ECL) reduces, the subsequent reversal would be adjusted to the receivable

impairment charges account at the reporting date. The amount ofany reversal is recognized in profit or loss.
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11) Provision firr liabilitics and chargcs

Provisions are recognised when the Institute has a present legal or constructive obligation as a result ofpast events, it is

probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable

estimate of the amount of the obligation can be made.

r) Cash and cash ctluivulcnts

Cash and cash equivalents include cash in hand and demand and tenn deposits, with rnaturities of three months or less from
the date of acquisition, that are readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value, net of bank overdrafts. In the balance sheet, bank overdrafts are included as borrowings under current
liabilities.

s) ConrJrarrttivcs

Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.

J Signilicant.iudgentcnts and key sources ol estintation uncerlaintl'

In the process of applying the accounting policies adopted by the Institute. the directors make certain judgements and estimates that

may affect the carrying valnes of assets and liabilities in the next financial period. Such judgements and estimates are based on

historical experience and other factors, including expectations offuture events that are believed to be reasonable under the cunent

circumstances. The directors evaluate these at each financial reporting date to ensure that they are still reasonable under the prevailing

circumstances based on the information available.

a) Signilicant.iudgenrr:nts rnade in applf ing the lnstitute's accounting policies

The judgernents made by the management in the process of apptying the Institute's accounting policies that have the most

significant effect on the amounts recognised in the financial statements include:

i) Whether it is probable that that future taxable surpluses will be available against which temporary differences can be utilised;

and

ii) Whether the institute has the ability to hold 'held-to maturity'investments until they mature. lf the institute were to sell other

than an insignificant amount of such investments before maturity, it would be required to classify the entire class as

'available-for-sale'and measure them at fair value.

b) Ke1, sources of tstinration uncert:rirr(r

Key assurnptions about the future and other sources ofestirnation uncertainty rnade that have a significant risk ofcausing a material

adjustment to the carrying amount of assets and liabilities within the next financial year include

i) Impairment losses

Estimates made in detennining the impairment losses on receivables. Such estimates include the determination of the net

realisable value or the recoverable amount of the asset. However, the Institute has not provided for impairment provision for any

unforeseen eventualities on the losses arisilg from such receivables.
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ii) l,iqrridity risk

Liquidity risk is the risk that thelnstitr"rte will encounter difficulty in meeting obligations associated with financial

liabilities. The board has developed a risk rnanagement lramework for the management of the lnstitute's short, medium and

long{errn liquidity requirements thereby ensuring that all financial liabilities are settled as they fall due. The Institute manages

liquidity risk by continuously reviewing forecasts and actual cash flows.

The table below surnmarises the maturity analysis for financial liabilities to their remaining contractual maturities (time

intervals to be bosed on what is provided lo manogement, or what is appropriate for the business) . The amounts

disclosed are the contractual undiscounted cash flows.

Less than
one month

Shs

53,012,093

Between
l-3 months

Shs

8.835,349

Between

3-12 months
Shs

26,506,046
Year ended 3l st December 2019

Trade and other payables

Borrowings - bank
- others

53,012,093 8,835,349 26,506,046

Less than
one month

Shs

Between
l-3 months

Shs

Between

3-12 months
Shs

Year ended 31st December 2018

Trade and other payables
Borrowings - bank

- others

53,125,549

53,125,549

iii) J\larkel risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluch:ate because of changes in market

price and comprises three types ofrisks: currency risk, interest rate risk and other price risk.

Curlcncy risk

Currency risk arises on financial instruments that are denominated in foreign currency. The Institute has trade

receivables, trade payables which are denominated in foreign currency. KISM maintains a foreign currency denominated in USD

which is translated at the closing rate by end of 3lst December 2016. However the transactions paid in foreign culrency are

made at negotiated rates of the prevailing market rates.
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5 Ilisk rnanagenrent objectives irnrl policies

ir) l.'irruncial risk tttitnagentcnt

The lnstitutes's activities expose it to a variety ol financial risks including credit, liquidity and market risks. The Institute's

overall risk management policies are set out by the board and implemented by the management, and focus on the

unpredictability of changes in the business cnvironment and seek to minirnisc the potential adverse cflects of such risks on the

lnstitute's performance by setting acceptable levels ofrisk. The lnstitute does not hedge against any risks.

i) ( rcdil risk

Credit risk is the risk that one party to a financial instrun'rent will cause a financial loss for the other party by failing to
discharge an obligation. Crcdit risk rnainly arises liorn financial assets. and is rnanaged on an Institute-wide basis. The

Institute does not grade the credit quality offinancial assets that are ncither past due nor impaired.

Credit risk on financial assets with banking institutions is uranaged by dealing with institutions with good credit ratings and

placing limits on deposits that can be hcld with each institution.

Credit risk on lrade receivables is managed by ensuring that credit is cxtended to customers with an established credit history. The

credit history is detcnnined by taking into account the financial position, past experience and other relevant factors. Credit is

managed by setting the credit limit and the crcdit period for each customer. The utilisation of the credit limits and the credit period is

monitored by nranagement on a monthly basis.

The maximum exposure of the Institute to credit risk as at the balance sheet date is as follows:

Fully Past due but Past due and

performing not impaired impaired

3lst December 2019 Shs Shs Shs

Financial assets 744,383,405

Non-current receivables

Trade receivablcs 12,498,654 7,499,193 4,999,462

Cash at bank 55.446,434

Gross financial asscts [il 2,328,.193 7,499.193 4,999.462

3lst December 2018

Financial assets

Non-current receivables

Trade receivables
Cash at bank

Fully

performing
Shs

486,485.028

30,576,878
55,446,434

Past due but Past due and

not impaircd impaired
Shs Shs

8. I 53,834 2,038,459

Cross financial asscts 572,50{t.340 8, r 53,8-14 2,031i,459

The ageing analysis of past due but not impaired trade receivables is including other cotegories of/inonciol assets v,hich

are past due bul not inpaired requiring similar disclosure lo be provided).

2019 2018 2017
Shs'000 Shs'000 Shs'000

0-3 nronths 12,498,654 19,997 ,847 38,730,7 13

3-6 nronths 12,498.654 4,999.462 2,038,459

24,997 309 24,997,309 40,769,t71

The past due debtors are not impaircd and continuc to be paid. KISM does not maintain a provision lor impairment to be held against

the irnpaired receivables. The Instihrte does not hold any collateral against the past due or irrpaired receivables. The tnanagernent

continues to actively follow up past due and impaired receivables.
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NO|eS rc rlnanc6t JIaternents L;ontnuect

KISM

2019

GoK &

Painers Tob,l KSM

2018

GoKE

Patuterc
Tohl

6 GnnbhonPaftners
GnntfronGoK

G7?,ntlncome fot the Yeat

Subscrplrons

lndiv*lual Membership

Corporate Membership

Menbership Dinner lncome

Ucence Fees

20,372,000

125,000

20,372,0N

125,N0

7,N2,N0

18,078,0N

250,N0

800,fro

5,708,000

21,836,540

18,078,000

250,000

800,500

5,708,0m

21,836,iln

7,092,N0

Iob, Subscr,ptions 27,589,000 27,5N,0U

8 Wortshop Receipts

Total Workshop Receipts

Oher events prognms

lnhouse tnining fees

Less Discounts

134,275,282

1,310,520

6,870,N0

134,275,282

1,310,520

6,870,N0

94,771,121

5,645,000

94,771,121

5,645,400

9 SchoolFees

CIPS Tnining Fees 5,171,fio 5,171,500 6,488,N0 6,488,N0

ITC Tnining Fees

10 Examination lncome

Registntion lncoma

Examination enties
Annual Renewal Fees

3,247,N0 3,247,N0 3,853,N0 3,853,N0

22,137,7il 22,137,7il 20,824,475 20,824,475

1,527,1il 1,527,150

a oh,[R ainl n atlo n I n co m e 26,911,9N 26,911,vn 21,677,475 21,677,175

11 Sharaof Professbnal lncome

KISEB Examinalion

ShaE of Examination tees 8,073,570 8,073,570 7,403,243 7,403,243

11 Otherlncomes

Otpr lncomes - Procurement Consuftancy

lntorcst lncome

Rental lnmme

Other lncomes - Forex Adjushnent

1,617,N0

631,100

1,il7,400
631,100

41,894

2289,991

1,188,000

3,746,951

1,9i1,951

1,188,N0

3,746,951

1,9U,951Tob,l(Xhettncome

41,894

2289,9U
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2019

GoK
KSM

&
Total

Paftners

27,130,220

1,537,656

27,130,220

1 ,537,656

2,151,915

20,100

87,000

256,080

2,151,915

20,100

87,000

256,080

Total stafr cosls 31,182,971

5.163,806

1,222,241

5,163,806

1,222,241

zula

KISM
go^ 6

Total

za,z$,496 za,zw,ava
I,CJZ,y I U t,cJz,v t u

2,253,184 2,253,184

30,600 30,600

19,000 19,000

2,332,148 2,332,148

32,421,799 32,421,799

4,502,869 4,502,869

Total Council Expenses

Acl m n t str al tv e Erpenses

Donations

6,386,047 6,386,047

528,700

241,000

2,945,202

2,715,018

766,268

11,393,126

1,933,422

196,531

2,186,000

66,000

333,103

1,057,044

2,113,435

855,078

5,775,693

743,364

361,954

528,700

241,000 
-

2,945,202 
-

2,715,018 -
766,268 

-
11,393,126 

-
1,933,422 

-
196,531 

-
2,186,000 

-
66,000 

-
333,103 

-
1,057,044'
2,113,435'

855,078'
5,775,693 

-
743,364'
361,954 

-
u,210,937 -

I

L;Onsultancy

W
Audit l-ees

ffi
Lrcences

Office Expenses

I ravellng Lxpenses

ramng tees
MOO| Ventde ruel

1,239,674

2,974,149

3,869,323

450,594

404,796

440,475

164,992

4,231,580

800,000

1,239,674 
-

2,974,149 
-

3,869,323 
-

450,594'
404,796'
440,475'
164,992'

4,231,580 
-

800,000 
-

6,487,580

639,500

2,495,380

6,487,580 
-

639,500'
2,495,380'

expenses

40,619,615 40,619,615 
-

64,817,658 
-

64,817,658

1,512,319

294,391

1,512,319 
-

294,391'

4,502,869 4,502,E69

14

623,562 623,b62

20,Uuu ZU,UUU

z,aug,5a1 2,6u9,561

z,buu,J15 2,6uu,315

/25,51 A /zb,b7a

1U,C99,219 1U,CYv,219

1,4UC,UUU 1,405,000

1,540,0UU 1,540,000

4 t9, /9J 4t9, t93
33 /,414 33 /,414

4A6,UU / 4A6,UU/

1,AZ/,U3o 7,AZt,U3A

dgu.o/ /. agu,otz
4,401,C41 4,462,582

ts3E,36E BE,3AE

t65,33t 265,33 /
29,710,423 29,710,423

15

814,098 814,098

5,5/6./61 5,5/6,/61

J,/.tv,c14 3,229,514

3tE, /1 3 3ta,/13
55J,U35 55J,dJ5

91,bUU 91,6UU

1U3,JU9 1UJ,Jd9

z,cuc,4J1 /,cuc,4J/.

800.000 E00,000

1U,UUO 1U,UUU

/,641, /51 t.641. t 51

AZJ, /CU ozJ, t cu

4dJA,Z06 z,d,ra,z0d

4CY,41C 4C9,415

1/.,Odd,cJt 22,664,552

48,315,077 46,315,U//

7D

1 ,639,I t5.4b 1,439,t t5
392,521.11 J9Z,CZ1

fotal Wear and Tear Allowance 1,806,t09 1,AUA, tuv 2,032,297 2,032,297
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TT
ASSet Lancl & tsurldrng Motor venrcle uomputers e Other Oftice Furnitures Total

i{ale 25"/o JU% 12.5% 125%
(sh (sh KSh Ksh Ksh

As at 1st Jan 2018 z/5,9 t2,44J Z,b44,UUU I,t t1,911 3,U/1,3/3 12,6t6,2U9 3U3,23 /,93t'

A00tfl0ns 2U2,139,/4t b5,UUU tqz,al1 202,44t,558

Drsposals

\s at 31st uec zulu 4t6,114lw z,544,UUU u,u3b,911 J,U /1,J/J 'lJ,'lz'l,uzu lut,buc,4u4

\s at I st Jan 201 9 478,112,190 2,544,000 8,836,911 3,0/1,3/3 13,121,02U 505,685,494

\dditions 257,82s,429 598,6E1 105,414 25E,52t,523

)isposals

\s at 31st Dec ZU19 735,935,619 2,544,000 9,435,592 3,U tl,3 t3 13,224,433 ta4,z'r3,u1 I

\s at 1st January 201E z,Jct,v6c b, /cc,u/ r 1,Et I,3t t 6,5/5,25U 1/,bbu,bg1

)harge for the Year 4t,tb4 624,552 149,24Y 616,ttu 1,639,//5

)isposal
\s at 31 st Dec 201 U l,4uu,tJa I Jtv,o45 zpto,ott ,rJU.rt+rO 19,ZUU,4bb

at St 2,400,738 7,379,623 2,026,62/ /,393,4/8 19,200,466

rarge for the Year 35,815 616,790 130,593 129,119 1 ,512,319

Jrsp0sal
qs at 31st Dec 2019 2,436,554 /,996,414 2,15t,ZZ0 6,122,598 zu, t1z,t65

[et Book Value
\s at 31st uec zul9 I JJ,vJ7,O7V lUt,11O 1,4J9,1 tA g',4,1tJ 5,1UJ,6JA /4J,CUUTZJZ

qs at 31st Dec Z01U 4/U,1 1 2,1 vU 14J,tbl 't,40 /,luu 1,Url4, /40 5,tzt,t41 4Ub,4U5,UZU

to

lntangible Assets softwares/ lntangtble Assets
Z5Yo

At cost

\s at 1 st Jan 201 E 5,4J3,1UU 5,4JJ,1UU

\ddtt0ns

)isposals

Iotal Cost 5,433,100 5,433,100

As at lst Jan 2019 5,,$3,100 5,433,100

Additions

)isposals

Iotal Cost 5,433,100 5,433,100

Amortisation

AS At lSI JAN 2U1U 3,U63,016 3,Eb3,U1b

3Yt,7t1 392,521

lJisposal

\s at 31st December 2018 4,255,537 4,255,537

\s at 1 st Jan 201 I 4,255,537 4,255,537

)harge for the Year 294,391 294,391

)isposal

\s at 31st December 2018 4,549,928 4,549,928

[et Book value

qs at J] st uec zuru 6AJ,1tt a6J,1tt
qs at 31 st uec zu1 u I, t, r,JoJ I rl 

' 
/,COJ
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^rtflunt 
Kelrort (, t rtiltrrcfiu >rar?rnerrrs

tor ilte yertod efidcd Jlst Decerrtoer luly
2018

Kshs

t9
KISM

GoK &

Pailnerc
Tobl

1b,/t't,wu tb,/tt,tltu
J0,uJJ, l0J J0,uJc, toJ

'1,4J5,69/ 1,435,69/

4bJ,bJ4 4bJ,b.,l

55,446,4A 55,U6,14

25,333,946

37,4ffi,262
10,592,524

450,55420

1,757 ,201

1,325,4M

76,925,89f

25,333,946 '
37,4ffi,262 '
10,592,524'

450,554 
-

1,757 ,201 
'

1,325,4M'
76,925,89-i--

to the financial stitemnts continued

lash & Cash Equlvalents

MPESA Safanmm 552500 Account
(lsM Petty cash

SEnidard Chartered Bank - Call

standard chartered tsank - usL)

SEndaadchaitered Bahk - Grant tr/c

Balance as at 31st December

KSM Total

@
[3foildlEtrollEni'a -Eia miffi llons

standard uhanered Bank - K|SM

20t9
Kshs

GoKE

Paftrc,s

IU

J,J94,UCA J,J94,U5U

JU,66U, t4U JU,UUU,t 4U

5,5JZ,62J 5,53:l,623

9bz, r cu 9bz, r 5u

-

l rade Debtors

3,394,058

24,997,309

't,279,885

15,524,245

769,720

3,394,058

24,997,309
't,279,885

15,524,245

769,720

Debtors and Prepaymenb

Related Party debts- KISM Statr

YAT Claimable

School Fees Debts

40,769,17t 40,769,171

21

u U

94,UUU,0UU 94,UUU,UUU

c4,00u,0uu 94,UU'l,UW

94,UW,UUO 94,UUJ,UoU

c/d

301,870,242 301,870,242

301.870.242 301,870,242

0

282,M4,fig
282,644,909

0

282,M4,909

282,644,909

94,UUU,UUU

0.0

94,UUU,UUU

0

2t
24,6t I,4t5 24,6t (,4t5

(317,2161 (317,216

24,300,259 24,3t0,259

24,36U,z59 24,Jbu,z59

23,738,1 08 23,738,1 08

27,012,9N

622,151

27,635,051

27,635,051

24,795,786

988,079

15,476,813

27,012,900.00 
-

622,151 
'

27,635,051 
'

27,635,051 '
24,795,786'

988,079 
'

15,476,813'

3ank Balance due to KlSEB

622,15',1as at 3'lst December

IJ ru9%

53,1 25,549 53,1 25,5496'1,528,483

26,825,005

61,528,483

26,825,005

lreifilors and Accruals

JJ,1lC,C4y cJ,1 t?,c49

24

fob, Sto/es irems

25

ichool Feos Prepaymenb 280,484 280,484 1,098,636 1,09E,636

r,uvuroJo r,uy5,0J0

26
odz,?o I oot,c6 I

Itlorkshop Refunds
NUXS\Oq KerunOS 682,fi1 682,fi1

482,fi1 aEz,5a1

2l
zt t,'194,u66 zt I,194,U66

143,262 '143,262

1,45t,2b6 1,45t ,z,66

J,655,b/4 J,65i,b/4
1,1 /i,563

283,827,875

1,1 //,563
283,827,875

lsset Grant Current w.D.V

ffiffi
@
-umrture and l-rxtures w-D-v

493,473,976

107,446

1,439,1 78

3,373,7't5

983,172
{99,277s8

493,473,976

107,446 '

1,439J78'
3,373,715 '

883,172 
'

{99;2n18U
iofl\,\,?re and lntangible W.D.V

loEl Asset Grant

I
IIII
I
II
II
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28 TAXCOMPUTATION
Plant and

\sset Land & Building Motor Vehicle
Computers &

other Electronics

Other Office

Equipments
Furnitures Total

tate :l5% 30% '12.50/" 12.SYo

Ksh KSh Ksh Ksh Ksh

\t cost

\s at lst Jan zulu 2t5,9 /2,443 Z,b44,UUU 8,171,911 3,071,373 12,818,209 303,237,936

\ddit0ns 2U2,139, /4t b5,UUU 242,611 zuz,44t p)a

lisposals
478,112,190 2,544,000 8,836,911 3,071,373 13,121,020 505,685,494\s at 31st Dec Z01B

\s at 1st Jan 201 I 4/8,112,190 2,544,0U0 6,436,911 3,0/1,3 t3 13,121,UZU 5U5,64b,494

\ddrtons 25/,823,429 59E,661 105,414 256,52t,523

Jrsp0sals

\s at Jlst uec zulu 735,935,619 2,544,000 9,435,592 3,0/1,3/3 13,22tt,433 Itt4,zl3,t)1 I

)epreciation

\s at 1st January 2018 2,352,9E5 6, /55,U/1 1,6t I ,3t t 6,5/5,258 1 /,b6U,691

-;narge tor tne Year 4t,tcc 624,bbz 149,249 618,220 1 ,639, / /5
Jrsp0sal

2,400,738 7,379,623 2,026,627 7,393,478 19,200,466\s at Jlst uec zulu

\s at lst January zu19 z,4uu, t 3d I,JI9,OZJ -/'u20,02t I,JYJ,4I A 1Y,ZUU,400

J5,U15 b1b, /vu 1 JU,)9J 729,119 1 ,512,319

)isposal

\s at 31st Dec 2019 /,4J4,J54 t,990,414 /.7Ct,ll,u 8,122,598 20,712,785

let B00x value
15 at Jtst uec zu]9 735,935,619 107,446 1,439,1t4 914,153 5,1U3,836 t43,599,232

\s at 31st Dec 201E 4t8,112,',19u 143,267 fl5778R- 1044;746 5,727,541 486,485,028

lntangiDle Assets Softwares/ lntanqible Assets

25Yo

\t cost

\s at 1 st Jan 201 E b,4JJ, r UU ),4JJ,1UU

\ddrtrons

lisposals
I otal Go6t 5,433,1 00 5,433,100

\s at 1 st Jan 201 I 5,433,100 5,433,1UU

\dditions

Jrsposals

l-otal Cost 5,433,1 0U 5,433,1UU

\monrsatron

\s at 1 st Jan 201 8 3,863,016 3,E63,U16

)harge for the Year 392,521 392,521

)isposal

cs at J] st uecemDer zulu 4,255,53t 4,255,53/

\s at 1st Jan 201 I 4,255,537 4,255,531

294,391 294,391

)rsp0sal

[s at 31st December 2018 4,549,928 4,549,92E

Vet B0ok Value

{s at 31st Dec 2019 883,172 883,1 72

{s at 31st oec 2018 1,1 77,563 1,177,563
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26,790,351

1,639,775

392,521

2,032,297

2019

accounts on Surplus generating units 47,162,543

1,806,709

as

Back:

Amortisation

on enancy Agreements

Wear &Tear Allowance

Rentallncome

1 ,512,31 I
294,391

Adjusted lncome 47,162,543 26,790,351

Deduct

24,836,500

31,165,475Schoo/ Fees

27,589,000

13,245,070

Adjusted Net lncome (29,211,624)

Add Net Rental lncome

Deduct Legal Fees

6,328,473

Taxable lncome

Tax Payable @ 30%

Deduct

6,328,473

1,898,542

Tax Payable

Less Advance Taxes 30 2,611,209 (2,154,849)

712,667Tax Due and Payable

30 TAX WITHHELD

2,611,209 (2,154,849)Tax Withheld By Clients

(2,154,849)TotalWithheld Taxes 2,611,209

il
II
il
!l
ll
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APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is thc summary of issues raised during the last audit, and managernent comments that were provided thereto. We have

nominated focal persons to resolve the varions issues as shown below with the associated time frame within
which we expect the issues to be resolved.

)
)

KTSM

Reference
No. on the
external

audit Repoft

lssue / Observations
from Auditor

Management comments

Focal Point
person to resolve
the issue (Namr
and designation)

status

(Resolved / Not
Resolved)

Tlmetrame:
(Put a date
when you
expect the
issue fo be
resolved)

1

NOn Compilance ro rne

statutory requirements
on late submission of
inancial statements

I ne lnstrtule nas pul logetner a

team to ensure the matter is
addressed. Expeditious
preparation of books

Nicholas Wafula
Finance Manager Resolved 2018

s1

Presentation of financial 2
)tement

lne lnslllule wlll ensure Inar Ine
fi nancial statements are
presented in line with the agreed
format as published from time to
time

Nicholas Wafula
Finance Manager Resolved 202C

3 Weak lnternal controls

Gradual enhancement has
minimised exposure to the risks.
However, more needs to be done
to minimise further exposures on
emerging areas. Additional staff
will be recruited to enhance
segregation of duties

Chief Executive
Officer Work in progress 202C

4
lnaccuracres rn Ine
inancial statements

tne ooseryalrons maoe were
reviewed and reconciled

t\tcnotas vvaluta
Finance Manager Resolved 201t

5 -ack of Debtor Policy

lhe observattons made was not
factual as the lnstitute has
domesticated a debtors policy

that guide services offered on
credit

Nicholas
Finance

Wafula
Manage Resolved 201t

6 Unreconciled revenue The observation not factual.
Ntcnolas walula
Finance Manage Resolved 201t

7

stafi noldrng Key

>ositions

Ine ma(er wil oe aooresseo rn

due course
LJNIET EXECUIIV(

Officer Work in progress 202C

8

Non remmrtance oI
datutory deductions The observation not factual. All the

Nrcnotas vvaluta
Finance Manager Resolved 201t

Bank and Cash
'econciliations

oanK accounls nao Deen availeo
for audit. Bank
reconciliations presented and
signed off

Nicholas Wafula
Finance Manager Resolved 2018

10

Lack of minutes of
Sudqet approval

lne mrnules approvrng tne
budget were presented to
auditors as evidence of budget
adoption

Chief Executive
Officer Resolved 2018



)r '-o
I

I t


