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KENYA LEATHER DEVELOPMENT COUNCIL

I. KEY COUNCIL INFORMATION AND MAI\AGEMENT

(a) Background information

The Council is a statutory body created through the State corporations Act (Cap 446), Legal

Notice No.114 of 9ft September, 2011

(b) Principal Activities

The principal activity/mission of the Council is to:

1. To promote, coordinate and harmonize all activities in the leather sector

2. To oversee licensing in the leather subsector

3. To undertake research and development in the sub-sector

4. To provide advisory services to the ministers on matters relating to processing and

trade in hides, skins, leather and leather goods, processing for planning purposes.

(c) Key Management

The Council's day-to-day managementis under the following key organs:

1) Ag.Secretary/Chief Executive Officer
2) Board of Directorsand;
3) The Secretariat

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30s June

2014 andwho had direct fiduciary responsibility were:

No.
1.

2.

Designation
Ag. Secretary/ Chief Executive Officer
Research Standards& Policy

Name
Mr. John Muriuki
Mr. CharlesMwangiNdungu

(e) FiduciaryOversight Arrangements
The Board of Directors has the authority to establish standing arrd Ad hoc committees as it
may deem necessary for the performance of its frrnctions and in exercise of its powers under

State Corporation Act (Section 11 of the Kenya Leather Development Council Order, 2011)

The Board has established the following committees;

Finance and Administrative Committee
To deliberate all issues related to finance in the Council before presentation of
the same to the Full Board Meeting

i)

4lPage
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iD. HR and audit Committee
To discuss matters dealing with staff before presentation to the Board Meeting
for necessary approvals.

iii). Technical Committee
Deliberations on technical matters on the leather sector and finally present their
recofnmendations to the Board of Council.

CouncilHeadquarters

P.O. Box 14480 - 00800
L.R NO.205l47
Riverside Drive
NAIROBI

(d CouncilContacts

Telephone: (254) 020 - 4442321
E-mail : ldckenya@gmail.com
Website : www. leatherdevelopmentcouncil. go.ke

(h) CouncilBankers

Kenya Commercial Bank
Sarit Centre Branch, Westlands
P.O Box 14959-00800
Nairobi

(i) Independent Auditors

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

CI) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

(f)
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KENYALEATHERDEVELOPMENTCOTiNCIL

II. THE BOARD OF DIRECTORS

County. He is married with four children. In 1978 graduated

with BSc. Degree in Agriculture at the university of

Nairobi.1987 he attained MSc. in Business education. He has

also worked with Shell Intemational Chemical group marketing

services as a manager.1991 to date he is the Managing Director

of Bell Industries ltd. Other bodies to which he is professionally

affiliated include(MBlM)-British Institute of

Management(KlM)-Kenyainstituteofmanagemen(MSK).
Marketing SocietY of KenYa
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KENYA LEATHER DEVELOPMENT COUNCIL

the Chair to the audit sub-committee.
4 Mr.GeofreyMalom be (PS ALTERNATE (TREASURY) is

currently an Assistant Accountant General with academic
qualification in MBA (finance option). Bachelor of Science in
Agricultural Economics and Professional qualification as a

Certified Public Accountant of Kenya. He is a council member
of ICPAK. He has 16 years' experience in Government with
different deployments and assignments in various Ministries. He
is the Permanent Secretary's (Treasury) representative in the
Kenya Leather Development Council Board

5 Mr. John Muriuki was born in 1955 and married. Holds a BSc
in Chemistry and also has a Diploma in Leather technology with
over 35 years' experience in the Leather IndustryFormerly
worked with KIRDI (Kenya Industrial Research Institute). He
was the Ag.Secretary Chief Executive Officer of the Council
until September,2014

6 Ms. NalinaRupani (Kenya leather Goods Manufacturers
Representative) was born on 21tt October 1963,married with
two children. She had her Academic and professional training
and attained a CBl,Netherlandsand Managing export to west
European markets, Shia Imamilsmaili women's Association
public speaking course and the Gemological Association
Preliminary Course in gemology among other achievements.
Moreover she has many years of experience in the leather sub-
sector accrued from holding the managerial position at Nalina
Ltd also a member of the American chamber of commerce and
organization of women in trade (OWIT).She has participated in
several seminars and trade fairs locally and abroad for the leather
industry

7 Mr.DabasoBoruDika was born on 14 April 1960, inlsiolo. He
holds a Diploma in Business Studies (Specializing in supply
Chain coupled with many years of experience in the livestock
industry. He has worked in postal service of Kenya as an
administrator and worked With the Electoral Commission of
Kenya in Isiolo District. He is a member of several community
based associations like PTA and BOG atKeeru boys in Meru,
Isiolo Camel Traders Butchers Association, Kenya Livestock
Marketing Council, Isiolo Central .rmong others

7lP age



KENYA LEATHER DEVELOPMENT COUNCIL

Mr. William S.Wafula was born on 1 January l950.He
worked in various capacities in the Ministry of Lands rising to
position of District Land Registrar in Nandi,Kisii,Gucha and

transmara.He has also attained Certificates in leadership and

Good Govemance from Kenya lnstitute of Govemance and

National Democratic Institute of America. He has also held the

position of Vice Chairman-Bungoma Youth Development
Association and also Kibingei Secondary School. In the political
Arena he contested the Kimilili parliamentary sit in the year

2002 and 2007.1n the year 2008 he was appointed a board

member of Kenya Investment Authority for 3 years. In the year

2011 he was appointed a board member of the Kenya leather
Cotncil for three

Mr.AnthonyMuriuMuigai, was born in 1966.In 1990, he

obtained a BA Economics degree from the University of
Nairobi. In the year 2010 he held the position of Deputy Chief
Economist and technical Assistant to Permanent Secretary

Ministry of trade. In January 2008-2009,he was the leader of
govemment business in the office of the vice president.in the
year 2002 he held the position of Senior Economist,COMESA
Desk, Ministry of trade and industry.

-
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III. MANAGEMENT TEAM

Senior Management Profile and Skills lnventory

Name Details
1

Mr. John Muriuki

Mr. John Muriuki
He was the Acting Secretary or the Chief Executive Offrcerof the
Council until September, 2014. Holds a BSc in Chemistry and also
has a Diploma in Leather technology with over 35 years' experience
in the Leather Industry Formerly worked with KIRDI (Kenya
Industrial Research Institute). He is currently the Director of
Capacity Building

2

Mr.CharIesNdunqu

Mr.CharIesNdungu
He was the Director, Research and standard Policy development. Mr.
Ndungu holds a BSc Leather Technology (2004), Certificate in
Hides and Skins Improvement (1981). He has attended courses in
Cluster Management, Leather Finishing and Business Incubation. He
is currently the Acting Secretary or the Chief Executive Officer

J

Mr. HarisonNdungu

Mr. Harrison Ndungu
He is the Headof Capacity Building. Mr. H. Ndungu holds Higher
Diploma Leather Technology. He has attended courses in Integrity
Workshop, HIV/AIDS Sensitization and Voluntary Testing, ISO
C ertification, D isability Mainstreaming and Gender Mainstreaming

4

Mr. Onyanso G.J

Mr. Onyango G.J is the Headof Monitoring and evaluation. He
holds a Diploma in Leather Technology. He has attended courses in
Integrity Workshop, Strategic Planning Workshop, ISO Certification,
Disability Mainstreaming and Gender Mainstreaming

5 i, '

Mr. Patrick Nyadimo

Mr. Patrick Nyadimo is the Head of Human Resource. He holds a
BBA in Human Resource and a Diploma in Personnel Management.
He has attended courses in Integrity Workshop, HIV/AIDS
Sensitization and Voluntary Testing, ISO Certification, Disability
Mainstreaming and Gender Mainstreaming

9lPage
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KENYA LEATHER DEVELOPMENT COUNCIL

6

Joyce Wachira

Ms Joyce Wachira is the Head of ICT. She holds a postgraduate

degree MSc Computer Science, BSc IT and Diploma [T. He has

attended Induction Course for ICT, ESP Facilitation, ISO

Management, Integrity Workshop, Planning and Developing
Corporate Website and Database System Design and Management

7

Joseph Ochieng

Mr. Joseph Ochieng is the Head of Accounts unit. He holds a

certificate in ACNC l&2 and is pursuing CPA(K) course. He has

attended courses in Computer Proficiency, which include
computerized accorurting packages, passed Government Proficiency
Examination for Clerical Officers (Accounting option).He has rose

through the ranks from clerical Officer cadre to Accountant II. Other
short courses attended include Strategic Management,ISO
Certification, HIV/AIDS Sensitization and PWD Workshop. Above
all he has over 20yrs experience in accounts department of the

Ministry of Agriculture &livestock and Kenya leather Development
Council

8

Jayne Mhono

Ms Jayne Mhono is the Head ofCorporate Communication. She

holds a BA in Journalism and Media Studies (PR) and Group
Diploma In Personnel Relation, Single Subject Diploma in Personnel

Relation, Personnel Relation Society of Kenya Annual Galaxy
Awards for Excellence. He has attended courses in Complaints
Management, ISO Certification, Integrity Workshop and Gender
Mainstreaming

9

Ms.Rehema Deri

Ms.Rehema Deri.She is the Head ofof Procurement unit,she holds

a BBM degree(Finance and Banking option),and also Graduated with
a diploma in CIPS,she has atleast 5years experience in procurement.

l0 lPage



KENYA LEATHER DEVELOPMENT COUNCIL

IV. CHAIRMAN'S STATEMENT

The Kenya Leather Development Council was formed through an executive order through the
State corporation's Act (cap 446) legal notice No I I 4 of 9h September 20 1 I .

The functions of the Council include but not limited to the following activities; to promote,
coordinate and harmonize all activities in the leather sector, to oversee licensing in the leather
subsector, to undertake research and development in the sub-sector, to provide advisory
services to the ministers on matters relating to processing and trade in hides, skins, leather and
leather goods, proce$sing for planning purposes.

The leather sub-sector has been prioritized as an area which has a potential for employment
and wealth creation not to mention rural development.

It is in this regard that the Council is working closely with other organizations and
development partners to realize the full potential of the sector. The Council is currently
working closely with the newly formed Leather Taskforce for development of the sector to
ensure quick gains. The funding level of the Council should therefore be increased to ensure
that the Council achieves its intended targets

I
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KENYA LEATHER DEVELOPMENT COUNCIL

REPORT OF THE CHIEF EXECUTIVE OFFICER

KLDC was fonned through a legal notice number 114 under CAP 446 (State Corporation
Act) of KenyaGazetle Supplement No 113. The mandate of I(LDC as stipulated via the order

is among others to promote, direct, coordinate and harmonize all activities in the leather

sector. It includes Research & Standards, Licensing, Collection and dissemination of data,

enhancement of working strategies and provision of advisory services to the minister to

matters pertaining to processing and trade of hides and skins leather and leather products.

These mandates are implemented through various activities drawn from KLDC's strategic

plan and the approved annual work plan. To ensure delivery of services the Council has

entered into performance contract with the Government through the Ministry of
Industrialization and Enterprise Development. The management takes the performance

contract service delivery seriously.

Despite financial constraints due to underfunding and delay in release of funds, we were able

to achieve more than 90% of the agreed targets for financial year 2013/2014. The Council is

currently understaffed and the Board to the Council had recommended recruitment of
additional technical staff to be able to promote development of the sector, control and regulate

the trade of hides and skins leather and leather products more effectively.

However, KLDC has taken commendable steps since its inception which has impacted

positively to the country's leather sector. The Council's activities have been executed in line
with the Council's strategic plan and Sectoral strategy through a concept paper developed

which lays down a roadmap for development of the Kenyan Leather Industry focusing on

value addition and competitiveness of the leather sector.

The Council enjoys support from the Ministry of Industrialization and Enterprise

Development who has identified the leather sector as one of the key focus areas for
Government.The Council works very closely with stakeholders and we are all keen to
lmprove sector throughout its value chain through the public/private initiatives.

Mwangi Ndungu
I

121!'> a g e
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VI. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year
ended June 30, 2014 which show the state of the Council's affairs.

Principal activities

The principal activities of the Council are and continue to be to promote, coordinate and

harmonize all activities in the leather sector, to oversee licensing in the leather subsector, to
undertake research and development in the sub-sector and to provide advisory services to the

ministers on matters relating to processing and trade in hides, skins, leather and leather goods

processing for planning purposes.

Results

The results of the Council for the year ended June 30, 2014 ue set out on page 17-37

Directors

The members of the Board of Directors who served during the year are shown on page 6 - 8
(above). Appointment of Directors is in accordance to Section 4 of The Kenya Leather
Development Council Order, 2011.

Auditors

The Auditor General is responsible for the statutory audit of the Council in accordance with
the Section 16(2) of the Kenya Leather Development Council Order, 2011.

Board Chairnerson
Mr

Date: %/s / ri"""t"'r "'

-
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KENYA LEATHER DEVELOPMENT COUNCIL

VII. STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 13,14,15, 16, 17 and 20 of The Kenya Leather Development Council Order, 2011,
require the Directors to prepare financial statements in respect of that Council, which give a
true and fair view of the state of affairs of the Council at the end of the financial year/period
and the operating results of the Council for that year/period. The Directors are also required to
ensure that the Council keeps proper accounting records which disclose with reasonable
accuracy the financial position of the Council. The Directors are also responsible for
safeguarding the assets of the Council.

The Directors are responsible for the preparation and presentation of the Council's financial
statements, which give a true and fair view of the state of affairs of the Council for and as at the
end of the financial year (period) ended on June 30, 2014. 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 Council; (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 elror or fraud; (iv) safeguarding the assets of the Council; (v)
selecting and applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Directors accept responsibility for the Council's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements
and estimates, in conformity with Intemational Financial Reporting Standards (IFRS), and in
the manner required by the PFM Act and the State Corporations Act.The Directorsare of the
opinion that the Council's financial statements give a true and fair view of the state of Council's
transactions during the financial year ended June 30, 2014, and of the Council's financial
position as at that date. The Directors further confirm the completeness of the accounting
records maintained for the Council, which have been relied upon in the preparation of the
Council's financial statements as well as the adequacy of the systems of internal financial
control.

Nothing has come to the attention of the Directors to indicate that the Council will not remain a
going concem for at least the next twelve months from the date of this stiltement.

Approval of the financial statements

The Council's financial statements approved by the Chairman and the Ag. Secretary/
Officer on 20t5

14 lPage
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KENYA NATIONAL AUDIT OFFICE

REPORT OF THE AUDITOR.GENERAL ON KENYA LEATHER DEVELOPMENT
COUNCIL FOR THE YEAR ENDED 30 JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Leather Development
Council set out on pages 17 to 37, which comprise the statement of financial position as
at June 30, 2014, and the statement of financial performance, statement of changes in
net assets, statement of cash flows for the year then ended, and statement of
comparison of budget and actual amounts, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Sectionl4 of the Public Audit Act, 2003. 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.

Management's Responsibility for the Financial Statements

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

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Sectionl3 of the Public Audit
Act, 2003.

Auditor-General's Responsi bi lity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Sectionl5 of the Public Audit Act,
2003. The audit was conducted in accordance with lnternational Standards on Auditing.
Those standards require compliance with ethical requirements and that the audit be
planned and performed to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion



,

o
on the effectiveness of the Council's internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the management, as well as evaluating the overal! presentation of
the fi nancial statements.

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

Opinion

ln my opinion, the financial statements present fairly, in the all material respects, the
financial position of the Council as at 30 June, 2014, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public
Sector Accounting Standards and comply with Kenya Leather Development Council,
Order,2011.

Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

9 April 2015

t
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KENYA LEATHER DEVELOPMENT COLINCIL

IX. STATEMENT OF F'INAIICIAL PERFORMANCE
For the year ended 30 June 2014

ue

Revenue from non-exchange transactions

Govemment Funding

Donor Funding

Revenue from non-exchange transactions

Total Revenue

Expenses

Administrative

Board and Committee

Tanneries and Research Expenses

Staff Cost

Depreciation and amortization expense

Finance Costs

Audit Fees

Total Expenses

Surplus/(Loss) before Other gains/(loss)

Other gains(losses)

Gain(loss)on sale of assets

Surplus/@eficit)

50,509,750 144,404,093

16,831,214

3,762,366

7,439,392

78,744,214

11,453,625

31,140

590,000

58,941,941 84,667,965

(8,333,191) 59,736,119

45,500

Note

2014

Kshs

49,219,750

1,290,000

50,509,750

2013

Kshs

144,404,093

144,404,093

2

3

4

5

6

7

36,461,304

3,770,967

16,099,661

77,120,516

ll,lgg,027

29,590

&287-691) 59ff6.ru

The notes set out on pages 22 to 37 forms an integral part of the financial statements

lTlPage
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KENYALEATHERDEVELOPMENTCOUNCIL

STATEMENT OF FINANCIAL POSITION AS AT 30 JIJNE 2014

2014

Note Kshs

Current Assets

Assets

Cash and cash equivalents

Prepayments

Inventories

Non-Current assets

Property ,Plant and EquiPment

Intangible assets

Total Assets

Liabilities& EquitY

Current Liabilities

Trade and other PaYables

Non-current Liabilities
Total Liabilities
Capital & Reserves

Capital Fund

Retained Earnings

Accumulated Surplus/(Loss) for the year

Total equitY

Total equitY and liabilities

2013

Kshs

2,726,890

2,238,654

4,808,443

347,293

4,965,544 5,155,736

51,626,835

132,000

62,069,722

51,758,835 62,069,722

56.724,379 67.225.458

654,966 2,868,354

654,966 2,868,354

654,966 2,868,354

4,620,986

59,736,118

(8,287,691)

4,620,986

59,736,118

8

(e&10)
11

12

13

t4

56,069,413

-@
64,357,104

67.225,458

The Financial Statements set out on pages 17 to 37 were signed on

the Directors bY

Mr.
Chairman of the Board

behalf of

Mwangi Ndungu

18 lPage

Ag. Chief Executive Officer
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KENYA LEATHER DEVELOPMENT COUNCIL

S'TATEMENT OF CHANGES IN NE,T ASSETS
For the year ended 30 June 2014

Revenuc Reserve Capital Fund

Kshs Kshs

Balance as at 30th July 2013

XI

Capital Fund

Surplus/(defi cit)for the period

Balance as at 30th June 2013

Capital Fund

Surplus/(defi cit)for the period

Balance as at 30th June 2014

Total

Kshs

59,736,118

4,620,986 4,620,996

59,736,118

59,736,118

(8.287,691)

4,620,986 64,357,104

(8,287,691)

s1a48,127 4&1p86 s6J69d13

19 lPa'
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KENYA LEATHER DEVELOPMENT COUNCIL

XII STATEMENT OF CASHFLOWS

Note

2014

Kshs

Cash from Operating Activities

Operating SurplusAtret Income

Add: Depreciation

Gain on Disposal

Net Cash flows from operating Activities

beforeChanges in Working Capital

Changes in Working Capital

Decrease(lncrease) in Prepayments

Increase(decrease)in payables

Increase(decrease) in inventories

Net change in working capital

Net Cash Flows from Operating Activities

Cash Flows from Investing Activities

Disposal of Investment

Purchase of Software

Purchasing of Non - current assets

Net Cash generatcd from investing Activities

Cash flows from financing activities

Increase/(decrease) in Cash&cash equivalents

Cash and cash equivalents at the beginning of yr

Cash and cash equivalents at the end of yr

3,120,434 70,924,145

(2,238,654)

r2,213.3tltl)

347,293

(.1,104,7491 2,521,061

(984,3I5) 73,445,206

2,419,250

(132,000)

(3,384,488) (68,636,763)

r1.097,238) (68,636,763)

t2.081,553) 4,808,443

4,909,443

2,726,81)0 4,9091443

r Ii.287.69 l)

11,453,625

(45,500)

2013

Kshs

59,736,118

11,188,027

2,868,354

(347,293)

20 ll'}a3
r-



KENYA LEATFMR DEVELOPMENT COUNCIL

XIII STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30 JUNE 2014

Notes
1. Government funding deficit of Kshs. 10,406,250 was caused by inadequate exchequer

2. Administrative cost under-expenditure of Kshs.14,235,140.95 was caused by lack of
liquidity as a result of less disbursement from the parent Ministry

2014

BUDGET

2014

ACTUAL

DEYIATION

Revenue Kshs Kshs

Revenue from non-exchange transactions

Government Funding 59,625,000 49,218,750 10,406,250

Donor Funding 1,290,000 1,290,000 0

60,915,000 50,508,750 10,406,250

Revenue from non-exchange transactions

Total Revenue 60,915,000 50,508,750 10,406,250

Expenses

Administrative 31,066,354.95 16,83t,214 14,235,140.95

Board and Committee 3,712,187 3,762,366 (50,t79)

Tanneries and Research Expenses 6,480,000 7,439,382 (959,382)

staff cost 19,648,958.05 18,744,214 904,744.05

Depreciation and amortization expense 0 11,453,625 (11,453,625)

Finance Costs 7,500 31,140 23,640

Audit Fees 0 580,000 (580,000)

Total Expenses 60,915,000 58,841,941 2,073,059

Surplus/(Loss) before Other gains/(loss) 0 (8,333,191) 8,333,191

Other gains/(losses)

Gain/(loss)on sale of assets 0 45,500 (45,500)

Surplus/(Deficit) 0 $,n1"69L1 8,287,691

-
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KENYA LEATIIER DEVELOPMENT COUNCIL

XIV NOTES TO THE FINANCIAL STATEMENTS

1. Statement of compliance and basis of preparation -IPSAS 1

The council's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards QPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the council.
The accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the indirect method. The financial
statements are prepared on accrual basis.

2. Summary of significant accounting policies

a) Revenue recognition

D Revenue from non-exchange transactions - IPSAS 23

Government and Donor Funding
The Council recognizes revenues from Government and donors when the event occurs and
the asset recognition criteria are met. To the extent that there is a related condition attached
that would give rise to a liability to repay the amount, deferred income is recognized instead
of revenue. Other non-exchange revenues are recognized when it is probable that the future
economic benefits or service potential associated with the asset will flow to the Council and
the fair value of the asset can be measured reliably.
Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured at

fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic benefits
or service potential related to the asset will flow to the Council and can be measured
reliably.

ii) Revenue from exchange transactions - IPSAS 9

Rendering of services

The Council recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labourhours incurred to date as a percentage of total
estimated labour hours. Where the contract outcome cannot be measured reliably, revenue is
recognized only to the extent that theexpenses incurred are recoverable.

1.ttD^,,^ -



KENYA LEATIIER DEVELOPMENT COUNCIL

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer, usually on delivery of the goods and when the

amount of revenue can be measured reliably and it is probable that the economic benefits or

service potential associated with the transaction will flow to the Council. The council is not

currently engaged in sale of goods

Interest income
lnterest income is accrued using the effective yield method. The effective yield discounts

estimated future cash receipts through the expected life of the financial assetto that asset's

net carrying amount. The method applies this yield to the principal outstanding to determine

interest income each period. The council currently has no interest income

b)Budget information - IPSAS 24

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

presented in a single statement to determine the needs of the Council. As a result of the

adoption of the accrual basis for budgeting purposes, there are no basis, timing or Council

differences that would require reconciliation between the actual comparable amounts and

the amounts presented as a separate additional financial statement in the statement of
comparison of budget and actual amounts.

c) Taxes - IAS 12

Current income lax

Current income ta< assets and liabilities for the current period are measured at the amount

expected to be recovered from or paid to the taxation authorities. The tax rates and tar laws

used to compute the amount are those that are enacted or substantively enacted, at the

reporting date in the area where the Council operates and generates taxable income.

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

assets and not in the statement of financial performance. Management periodically evaluates

positions taken in the tax returns with respect to situations in which applicable tax

regulations are subject to interpretation and establishes provisions where appropriate.

Deferred tax

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

bases of assets and liabilities and their carrying amounts for financial reporting purposes at

the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in

respect of taxable temporary differences associated with investments in controlled entities,

associates and interests in joint ventures, when the timing of the reversal of the temporary

differences can be controlled and it is probable that the temporary differences will not

reverse in the foreseeable future.

-
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Deferred tax assets are recognized for all deductible temporary differences, the carry
forward of unused tax credits and any unused tar losses. Deferred tax assets are recognized
to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry forward of unused tax credits and unused tax
losses can be utilized, except in respect of deductible temporary differences associated with
investments in controlled entities, associates and interests in joint ventures, deferred tax
assets are recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the
temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
assessed at each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered.

Deferred t.x assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realized or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside
surplus or deficit.

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

Defened tax assets and deferred tax liabilities are offset if a legally enforceable right exists
to set off current tax assets against current income tax liabilities and the deferred ta:<es relate
to the same taxable Council and the same taxation authority.

Sales tax

Expenses and assets are recognized net of the amount of sales ta>q except:

from the taxationauthority, in which case, the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable

The net amount of sales tax recoverable from, or payable to, the taxation authority is
included as part of receivables or payables in the statement of financial position.

d'l fnvecfmenf nrnncrfw - IPSAS l6

Investment properties are measured initially at cost, including transaction costs. The
carrying amount includes the replacement cost of components of an existing investment
property at the time that cost is incurred if the recognition criteria are met and excludes the
costs of day-to-day maintenance of an investment property.

)illr>coc !-



KENYA LEATHER DEVELOPMENT COUNCIL

Investment property acquired through a non-exchange transaction is measured at its fair
value at the date of acquisition. Subsequent to initial recognition, investment properties are

measured using the cost model and are depreciated over a 30-year period.

Investment properties are derecognized either when they have been disposed of or when the

investment property is permanently withdrawn from use and no future economic benefit or

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

proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the

period of de-recognition. Transfers are made to or from investment property only when there

is a change in use. The council does not have investments during the current financial year

under audit.

e) Property, plant and equipment - IPSAS 17

All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be

replaced at intervals, the Council recognizes such parts as individual assets with specific

useful lives and depreciates them accordingly. Likewise, when a major inspection is

performed, its cost is recognized in the carrying amount of the plant and equipment as a

replacement if the recognition criteria are satisfied. All other repair and maintenance costs

are recognized in surplus or deficit as incurred. Where an asset is acquired in a non-

exchange transaction for nil or nominal consideration the asset is initially measured at its

fair value. The council adopts a straight line depreciation policy as follows;

Motor Vehicles 25%

Computers 30%

Furniture, Fittings and Equipment 12.50

f) Leases - IPSAS 13

Finance leases arc leases that transfer substantially all of the risks and benefits incidental to

ownership of the leased item to the Council. Assets held under a finance lease are

capitalized at the commencement of the lease at the fair value of the leased property or, if
lower, at the present value of the future minimum lease payments. The Council also

recognizes the associated lease liability at the inception of the lease. The liability recognized

is measured as the present value of the future minimum lease payments at initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance charges

and reduction of the lease liability so as to achieve a constant rate of interest on the

remaining balance of the liability. Finance charges are recognized as finance costs in surplus

or deficit.

An asset held under a finance lease is depreciated over the useful life of the asset. However,

if there is no reasonable certaintythatthe Council will obtain ownership of the asset bythe

j
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end of the lease term, the asset is depreciated over the shorter of the estimated useful life of
the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Council. Operating lease payments are

recognized as an operating expense in surplus or deficit ona straight-line basis over the lease

term.

g) Intangible assets-IPSAS 3f

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

Following initial recognition, intangible assetsare carried at cost less any accumulated
amortization and accumulated impairment losses. lnternally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

The useflil life of the intangible assets is assessed as either finite or indefinite.

D Research and development costs

The Council expenses research costs as incurred. Development costs on an individual
project are recognized as intangible assets when the Council can demonstrate:

use or sale

Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete and the asset is available for use. [t is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment
annually with any impairment losses recognized immediately in surplus or deficit.

h) Financial instruments - IPSAS 29

Financial assets

Initial recognition and measurement
Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fair value through surplus or deficit, loans

and receivables, held-to-maturity investments or available-for-sale financial assets, as

appropriate. The Council determines the classification of its financial assets at initial
recognition.
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such financial
assets are subsequently measured at amortized cost using the effective interest method, less

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

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

Lossesarising from impairment are recognized in the surplus or deficit.

Held-to-maturity
Non-derivative flnancial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the Council has the positive intention and ability to hold
it to maturity. After initial measurement, held-to-maturity investments are measured at

amortized cost using the effective interest method, less impairment. Amortized cost is

calculated by taking into account any discount or premium on acquisition and fees or costs

that are an integral part of the effective interest rate. The losses arising from impairment are

recognized in surplus or deficit.

Imp air me nt of Jin anc i al as s ets

The Council assesses at each reporting date whether there is objective evidence that a

financial asset or a Councilof financial assets is impaired. A financial asset or a Council of
financial assets is deemed to be impaired if, and only i[, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of
the asset (an incurred 'loss event') and that loss event has an impact on the estimated future

cash flows of the financial asset or the Council of financial assets that can be reliably
estimated. Evidence of impairment may include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

ii) Financial liabilities
Initial recognition and measuremenl
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and bonowings, as appropriate. The Council
determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans and

borrowings, plus directly attributable transaction costs.

-
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Loans and borrowing
After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method. Gains and losses are recognized in

surplus or deficit when the liabilities are derecognized as well as through the effective
interest method amortization process.

IPSAS 29.65

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

and fees or costs that are an integral part ofthe effective interest rate.

i) Inventories - IPSAS 12

Inventory is measured at cost upon initial recognition. To the extent that inventory was

received through non-exchange transactions (for no cost or for a nominal cost), the cost of
the inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted

for, as follows:

proportion of manufacturing overheads based on the normal operating capacity, but

excluding borrowing costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current

replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less

the estimated costs of completion and the estimated costs necessary to make the sale,

exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in

the ordinary course of operations of the Council.

j) Provisions - IPSAS l9
Provisions are recognized when the Council has a present obligation (legal or constructive)

as a result of a past event, it is probable that an outflow of resources embodying economic

benefits or service potential will be required to settle the obligation and a reliable estimate

can be made of the amount of the obligation.

Where the Council expects some or all of a provision to be reimbursed, for example, under

an insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain.
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The expense relqting to any provision is presented in the statement of financial performance

net of anyreimbursement.

Co ntingent liabilities
The Council does not recognize a contingent liability, but discloses details of any

contingencies in the notes to the financial statements, unless the possibility of an outflow of
resources embodying economic benefits or service potential is remote.

Contingent assets

The Council does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occurrence or non-occurrence of one or more uncertain

future events not wholly within the control of the Council in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are

appropriately reflected in the financial statements. If it has become virtually certain that an

inflow of economic benefits or service potential will arise and the asset's value can be

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

k) Nature and purpose of reserves

The Council creates and maintains reserves in terms of specific requirements. Council to
state the reserves maintained and appropriate policies adopted.

l) Changes in accounting policies and estimates - IPSAS 3

The Council recognizes the effects of changes in accounting policy retrospectively. The

effects of changes in accounting policy are applied prospectively if retrospective application

is impractical.

m) Employee benelits - IPSAS 25

Retirement beneflt plans

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The definedbenefitfunds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified arerecovered through lump sum payments or
increased future contributions on proportional basis to all participatingemployers. The

contributions and lump sum payments reduce the post-employment benefit obligation.

-
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n) Foreign currency transactions - IPSAS 4

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange

on the date of the transaction. Trade creditors or debtors denominated in foreign currency

are reported at the statement of financial position reporting date by applying the exchange

rate on that date. Exchange differences arising from the settlement of creditors, or from the

reporting of creditors at rates different from those at which they were initially recorded

during the period, are recognized as income or expenses in the period in which they arise.

Currently there are no foreign exchange transactions

r)Cash and cash equivalents

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

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya

and at various commercial banks at the end of the financial year. For the purposes of these

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

advances to authorised public officers and/or institutions which wcrc not surrendered or

accounted for at the end ofthe financial year.

s)Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation. There were no comparative

figures during the financial year

t) Significant judgments and sources of estimation uncertainty - IPSAS 1

The preparation of the Council's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at

the end of the reporting period. However, uncertainty about these assumptions and estimates

could result in outcomes that require a material adjustment to the carrying amount of the

asset or liability affected in future periods.

State all judgements, estimates and assumptions made

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty

at the reporting date, that have a significant risk of causing a material adjustment to the

canying amounts of assets and liabilities within the next financial year, are described below.

The Council based its assumptions and estimates on parameters available when the

consolidated financial statements were prepared. However, existing circumstances and

assumptions about future developments may change due to market changes or circumstances
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arising beyond the control of the Council. Such changes are reflected in the assumptions

when they occur.IPSAS 1.140

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value from disposal:

Council

and processes

Provisions

Provisions were raised and management determined an estimate based on the information

available. Additional disclosure of these estimates of provisions is included in Notes.

Provisions are measured at the management's best estimate of the expenditure required to

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

effect is material.

u)Subsequent events - IPSAS 14

There have been no events subsequent to the financial year end with a significant impact on

the financial statements for the year ended June 30, 2014.

2, Govemment Funding

18,000,000

Sept,2011 -
Jun-2013

Kshs
38,685,000

74,999,992
30,719,091

49,218,750 144,404,083

Jun-14

Kshs
31,218,750GoK Grant - Development

GoK Grant - ESP

GoK Grant - Recurrent
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3. Administrative Expenses

Sept,2011 -
Jun-2013

IGhs
Cbaning & conpound rnaintenance

Conputer Repairs & Accessories

Consulancy

Courier and Postage

Donation

Ebctricfu
GeneralOffce Sryplies

Generator Expenses

Intemet & Website

Magazines & Period icals

Motor Vehicle Fuel

Motor Vehic le Insuarance

Motor Vehicle Maintenace

Offce Irsurance Cover

Offce Rent

Offce Welfrre

Printing and Stationeries

Pub lic ity & Commurbation

Repairs and Mairfienance

Security Servbes

SaffUnifurm
Subscrfitbn & Membership

Subsistence allowance

sundry expenses

Telephone & mobile

television subscriptions

Trade and shows&exhibions

Training Expenses

Transport & Travelling

Water and Sewerage Charges

Website and Email

16,831,214 36,461304

Jun-14
Kshs

211,414

41,145

2,198,200

8,460

20,000

151,664

7,300
501,120

42,255
890,354

l8g,3g0
1,045,869

49,199

3,828,000

83 1,918

928,699

1,596,655

173,963

743,262

I1,000
1,016,368

27,368
472,140

20,000

386,939

823,248

160,995

274,500

180,000

1,462,400

1,737,420

25,402

40,000

2,475,692

1,209,081

969,023

975,159

719,241

7,308,000

1,495,105

3,992,915

5,074,905

944J32
4,000

101,235

2,042,533

628,619

618,780

733,435

1,388,200

2,020,235

595,692

-
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4. Board and Committee

Jun-l4
Kshs

2,825,189
62,000

168,588

560,000
136,589

10,000

Sept,20ll -
Jun-2013

Kshs
3,770,867Board Cormnittee

Conftrences
AuCit and Finance Conmittee
Honoraria
HR & Administratbn
Technical Cornnittee

Chemical & Industrial Gases

NDMA projects

ESP Project
Research & Policy
Sryplies for prodwtion
Research

Tarureries

6. StaffCost

Gratuity
NSSF - Errployer contibttion
Salarbs & Top-Ups
StaffInsr.rarce
Wages

3,762,366 3,770,867

5. Tanneries and Research

7,200

7,432,182

Jun-l4
IGhs

Sept,201l -
Jun-2013

Kshs
7,223,980
1,400,000

761,675

6,092,766
620,240

7,439,382 16,098,661

Jun-l4
Kshs

1,116,000
6,400

16,166, I 8 I
415,062

1,040,571

Sept,20ll -
Jun-2013

Kshs

15,966,370

1,154,146
744,214 17,120,51618,
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7. Depleciation and Armotisation
Sept,2011 -
Jur2013

IGhs
Kshs

1,072,010

7,305,079

2,81 0,939
I 11,1 88,027

8. Cash and Cash Equivalents

Sept,2011 -
Jun-2013

IGhs
Cash Conftol
Enrcrgerrcy Fwrd

Kenya Conrnerchl Bank

Petty Cash

Standing inprest

2,726,990 4,909,443

-

9. Fuel Card

Sept,2011 -
Jun20l3

Kshs
FuelCard
National Oil Corporatbns 339,077

339,077

10. Prcpayments

Sept,2011 -
Jun-2013

Kshs
Motor Vehicle lnsurance

Offce In-srra-nee

Group Lift Inswance

Medical Cover

WIBA/GPA
Rent Prepayment

Conputer Depreciation

Fumiture & Fittinp
Motor Vehic le Deprec iation

Jun-l4
IGhs
Kshs

1,201,067

7,313,676

2,938,882

Jun-l4
IGhs

50,375

100,000

2,553,199

8,885

14,441

4,800,525

7,glg

Jun-14

Kshs

Jun-14

Ituhs
622,069
25 977

88,500

57,452

61,579

1,044,000

a/lD^^^
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11. Inventory

Inventory

12. Prcperfy, plant and equipment

FD(ED ASSETS MOVEMEI\T SCHEDT]LE

Jun-l4
Kshs

Sept,2011 -
Jun-2013

Kshs
347,293

347,293

Fumiturr,
Fittings &

Equipment

2,075,736

56,364,898

Computer
Equipment

171,500

3,401,865

Motor
Vehicle Total

4,620,986
68,636,763

2,373,750

8,870,000

COST (Kshs)
At0l Sept20ll
Additions

Disposals

TransftrVAdjustnrents

At 30 June 2013

Additions

Disposals

Transftr/Adjustnrent

At 30 June 2014

DEPRECIATION
At01 Sept20ll
Depreciation

Disposals

Impairenrcnt

At 30 June 2013

Depreciation

Disposals

lnpairenpnt
Transfers/Adjustnent

At 30 June 2014

NET BOOK VALI]ES
At 30 June 2013

At 30 June 2014

58.440.634 3.573 ,365 11,243,750 73,257,749

68,770 430,190 2,885,529 3,394,499
- (2,373,750) (2,373,750)

58.509.404 4.003.555 11,755,528 74,268,497

7,305,079 1,072,010 2,810,939 I l,lgg,027

7,305,079 1,072,010 2,810,938 ll,lgg,027
7,313,676 1,201,067 2,938J92 11,453,625

141618,755 21273,077 5,749,920 22,641,652

51,135,555

43,890,649

2,501,355

11730,479

9,432,912

6,005,708

62,069,722

51,626,835

I
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13. Intangible assets - softwarc

Cost
At 1 Sept 2011

Additions

At 30 June 2013

Additions - Purchase of software

At 30 June 2014

Amortization and impirme nt

At I Sept 2011

Amortization

At 30 June 2013

Amortization

lnpainnent bss

At 30 June 2014

Net book values

At 30 June 2014

At 30 June 2013

Shs

132,000

132,000

132,000

14. TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

2014 2013

Kshs Kshs

NHIF

NSSF

3,200

1,600

PAYE 4,166

Account Payable 66,000 2,868,354

Audit fees 580.000

Totals 654-966 2 fl168-3s4
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XV PROGRESS ON FOLLOW tJP OF ATIDITOR RECOMMEI\DATIONS

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve the

various issues as shown below with the associated time frame within which we expect the

issues to be resolved.

Guidance Notes:

(D Use the same reference numbers as contained in the external audit report;

(iD Obtain the "Issue/Observation" and "management comments", required above, from

final external audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point

persons within your Council responsible for implementation of each issue;

(iv) Indicate the status of 'oResolved" or "Not Resolved" by the date of submitting this

report to National Treasury.

Mwangi Ndungu
Chief Executive
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