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I,E TE R INA R.Y S E RI4 CES DEW I.O PM ENT F U]YTD

Ammural Reports amd Pimancial Staterments

For the year ended June 30,2018

KEV ENTtrT\' INFORMATION AND MANAGEMENT

(a'j Background information

The VSDF was creared under the Exchequer and Audit Act Cap 412 through Legal Notice No.

I 09 of May 1 996 with the Permanent Secretary in charge of the Ministry of Livestock being the

accounting officer. An amount of Kf,1,000 was appropriated by Parliament and was provided

during the 1996197 Financial year.

(b) PrincipalActivities

The VSDF is run under the State Deparhnent of Livestock at Kabete with a major aim of

preventing and controlling animal diseases and pests to safeguard human health, improve animal

welfare, increase livestock productivity, ensure high quality livestock and their products and

faciiitate domestic and international trade. It also hopes to provide and facilitate efficient

veterinary services for production of safe and high quality animals, animal products and by-

products and promote trade and industrial growth in a sustainable environment.

In general, more that profit motive, it is driven by need to serve the general public by ensuring

consumption of safe animal products in a hygienic environment while keeping and maintaining

health animal in an effort to achieve self-sustainability and promotion of both internal and

extemal trade in animal products.

(c) Key Management

The Veterinary Services Development Fund day-to-day management is under the following

key organs:

Principal Secretary;
Director Veterinary Services
Fund Manager
Accountant

(d) FiduciaryManagement

The key management persoru:el who held office during the financial year ended 30th June

2018 and who had direct fiduciary responsibility were:

No. Designation Name

1 Principal Secretary Kimtaivtu

2 Director Veterinary S ervices Dr. Obadiah Njagi PhD

3 Fund Manager Dr. Peter Mungathia

4 Accountant CPA. Henry Momata

(e) FiduciaryOversightArrangements

Veterinary Services Development Fund (VSDF) operates under the VSDF Steering

Committee only. 
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KEY INFORMATION AllD MAIIAGEMENT (Continued)

Headquarters

vateBagKangemi 00625
etlabsKabete

aiyaki Way
bi, Kenya

020-8043441
: infodvs@kilimo. go.ke

(g) Contacts

Bag Kangemi 00625
etl.absKabete

aiyaki Way
airobi, Kenya

Tel:020-8043441
E-mail: infodvs@kilimo. go. ke

(h) Bankers

Kenya Comrnercial Bank
Sarit C.entre Branch
P.O. Box 14959
Westlands 00800
Nairobi, Kenya

(r) t Auditors

Auditor Geheral
Office of the Auditor General
Aaniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

CI) Principal Logal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
CiU Square 00200
Naircbi, Kenya
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Odero

Director of Administration
State Departrnent of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Irri gation.

2
Obadiah Njagi, PhD

Born on 12 December, 1963, Dr. Obadiah N.
Njagi is the current Director of Veterinary
Services.
He has served in the Directorate of veterinary
services for over 30 years since graduating with
a bachelor's degtee in Veterinary Medicine in
1 988.
He holds a Master's Degree in Veterinary
Patholo and a PhD in V

J
Julia Kin

BVM(JoN), MSc(JoN).
Deputy Director of Veterinary Services
State DeparEnent of Livestock; Ministry of
A griculture, Livestock, Fi sheries and Irri gation.

4
5 Dr. Peter Mungathia

BVM(lJoN),
VSDF (Fund) Manager
Assistant Director of Veterinary Services

State Departrnent of Livestock; Ministry of
Agriculnre, Livestock, F isheries and Irrigation.

6.
I Norah Kandie

Member

7. I Mr, Walter Oselu Member

8.I Penina Ndirangu Member
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]\4ANAGEMENT TEAM

F or the r ended June 30,20i.8
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i Obadiah PhD

BVM(UoN), MSc(lJoN).
Dirbctor of Veterinary Services
State Deparrnent of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Irri gation.

2 Peter M a

BVM(JoN),
VSDF (Fund) Manager
Assistant Director of Veterinary Services

State Deparftnent of Livestock; Ministry of
Agriculture, Livestock, Fi sheries and Fisheries.

3. CPA Henry M. Momata

Accountant for Veterinary Services
Development Fund (VSDF)
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\/ETER.Xh'ARY SE,RVICES DEVELOPMENT
Anmuai Ide6.,onts amrd Financiatr Statements

F-or the 3,ear ended June 30, 2018

R.EPOR.T OF THE MANAGEMENT.

The Steering Committee submit their report together with the audited financial statements for the

),ear endedlune 30, 2018 which show the state of the Veterinary Services Development Fund

affairs.

Fninclpal activities

The principal activities of ihe Veterinary Services Development Fund are and continue to be

prevention and control of animal diseases and pests to safeguard human health, improve animal welfare,

in...ar. livestock productivity, ensure high quality livestock and their products and facilitate domestic

and international trade. It also hopes to provide and facilitate efficient veterinary services for production

of safe and high quality animali, animal products and by-products and promote trade and industrial

groMh in a sustainable environment.
in gene.al, more that profit motive, it is driven by need to serve the general public by ensuring

conlumption of safe animal products in a hygienic environment while keeping and maintaining health

animai in an effort to achieve self-sustainability and promotion of both intemal and external trade in

animal products.

Results

The resuits ofthe entity for the year ended June 30, 2018 are set out on below pages.

Directors

The members of the Steering committee who served during the year are as outlined in below pages

During the financi al yerr. there was any member of the steering committee who retired/ resigned.

Dividends/Surplus remission

In accordance with Section 219 (2) of the Public Financial Management Act regulations, regulatory

entities shall remit into Consolidated Fund, ninety per centum of its surplus funds reported in the

audited financial statements after the end of each financial year.

Auditors

The Auditor General is responsible for the statutory audit of the Veterinary Services Development

Fund in accordance with Article22g of the Constitution of Kenya and the Public Audit Act 2015.

Sign
Dr. Peter Mungathia
Manager-VSDF.

I

Date........... .1,{h/....a.etf. ....... . ... .....
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\/ETE,R.NNARY SERVI Cts,S DEVEI,OFMEh*T
Anmual Reponts amd Financial Staternents

For the;,ear ended "h.lne 30,20tr8

S TATEMEh*T O F' MA.NAGEMENTS' RESP ONSIBILITIES

The Management's Responsibilities are clearly articuiated as per the Legal notice No. 109 of the

Exclrequer and audit Act Cap. 412.He is the officer charged with the responsibility of administering the

Fund rvith the following duties:-

Veterinary services as May from time be required.

behalf and may impose any responsible Prohibition, Restriction or other Requirement Concerning

such use of Expenditure.

and to all the various Activities and undertakings Financed by the Fund.

four months after the fund in such form as the treasury may from time to time direct in accordance

with section 18 (2) of the Act.

The Director's accept responsibility for the Fund's financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgements and estimates, in

conformity with International Public Sector Accounting Standards (IPSAS), and in the manner required by

the Legal notice No. 109 of the Exchequer and audit Act Cap. 4l2.Ttle director's of the opinion that the

Fund's financial statements give a true and fair view of the state of Fund's transactions during the

financial year ended June 30, 2017, and of the Fund's financial position as at that date. The Director
fuither confirm the completeness of the accounting records maintained for the Fund, which have been

relied upon in the preparation of the Fund's financial statements as well as the adequacy of the systems of
internal financial control.

Nothing has come to the attention of the Management to indicate that the Fund will not remain a going

concem for at least the next twelve months from the date of this statement.

Dr. Mungathia
Manager- VSDF

Date.......... ?,.....
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REPUBLIC OF KENYA
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Fax: +254-20-311482
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Website: www.kenao.go.ke

P.O. Box 30084-00100
NAIROBI

OFFICE OF THE AUDTTOR-GENBRAL

REHORT OF THE AUDITOR.GENERAL ON VETERINARY SERVICES
LOPMENT FUND FOR THE YEAR ENDED 30 JUNE 2018

RE ON THE FINANCIAL STATEMENTS

Opinion

audited the accompanying financial statements of Veterinary Services
pment Fund set out on pages 1 to 32, which comprise the statement of financial

po on as at 30 June 2018, and the statement of financial performance, statement of
es in net assets, statement of cash flows and statement of comparison of budget

and actual amounts for the year then ended, and a summary of significant accounting
pol and other explanatory information in accordance with the provisions of Article 229

e Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained

th

of
all info rmation and explanations which, to the best of my knowledge and belief, were

for the purpose of the audit.

ln opinion, except for the effect of the matters described in the Basis for Qualified
Op on section of my report, the financial statements present fairly, in all material

the financial position of Veterinary Services Development Fund as at 30 June
201 , and of its financial performance and its cash flows for the year then ended, in

ce with lnternational Public Sector Accounting Standards (Accrual Basis) and
ply with the Public Finance Management Act, 2012

is for Qualified Opinion

mployees'Costs1

Th employees' costs of Kshs.590,258 reflected in the statement of financial performance
for year ended 30 June 2018 were not supported by payrolls or sc[edules showing
the names and particulars of the employees who were paid. As a result, the validity,
co pleteness and accuracy of the expenditure could not be ascertained

2. roperty, Plant and Equipment

Th6 property, plant and equipment balance of Kshs.34,457,123 as at 30 June 2018
refllcted in the statement of financial position and disclosed in Note 33 to the financial

l

statements was not supportgd by a fixed assets register with updated details such as the
na\ure of asset, acquisition date, cost, depreciation rate and amount, disposals, serial/title

of the Auditor-General on the Financial Statements of Veterinary Services Development Fund for the vear
30 June 2018

Promoting Accountability in the Public Sector



number and location. Consequently, the completeness and accuracy of the property,
plant and equipment balance of Kshs.34,457,123 could not be confirmed.

3. lnconsistencies in Presentation of Financial Statements

A review of the Fund's financial statements for the year ended 30 June 2018 revealed
that various budget line items were inconsistent with those indicated in the accompanying
notes to the financial statements, statement of financial performance and other financial
statements. Under the circumstances, comparison and analytical reviews on item basis
could not be carried out on the revenue and expenditure items reflected in the statement
of financial performance vis-d-vis the revenue and expenditure items reflected in the
statement of cornparison of budget and actual amounts for the year ended 30 June 2018.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Veterinary Services Development Fund in

accordance with ISSAI 30 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. Except for the matters described in

the Basis for Qualified Opinion and Basis for Conclusions on Lawfulness and
Effectiveness in Use of Public Resources sections, I have determined that there are no
key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Qualified Opinion and Basis
for Conclusion on LaMulness and Effectiveness in Use of Public Resources sections 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 laMully and in an effective way.

Basis for Conclusion

1. Budget Performance and controls

1.1. Budget under- Performance

Analytical review performed on the approved budget verses actual amounts for the year
ended 30 June 2018 revealed material variances between the budgeted and actual
amounts representing under-performance of the budget as shown below:

Report of the Auditor-General on the Financial Statements of Yeterinary Services Development Fund for the year
ended 30 June 2018
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No explanations were provided for the Fund's failure to meet the revenue targets or to
incur the expenditure fully on some of the items as approved in the budget.

Further, contrary to the guidelines issued by the Public Sector Accounting Standards
Board, the Fund failed to provide explanations in the notes to the financial statements for
nfaterial variances above / below +l- 1Oo/o between the budgeted and actual amounts for
the year ended 30 June 2018.

1.2. Disproportionate Comparative lncrease in Expenditure

A review of the statement of financial performance and statement of financial position
revealed some revenue and expenditure items that recorded a disproportionate increase
compared to the previous year as shown below:

Report of the Auditor-General on the Financial Statements of Veterinarv Services Development Fund for the year
anded 30.lwte 2018
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Item
Original
budget

Actual on
Comparable

Basis
Performance

Difference
Under- Performance
in Percentaqe

Revenue Kshs Kshs. Kshs. otlo

Hides and
Skins Leather
Qualitv Control 10,650.000 5,559,422 -5,090,578 48%
Diagnostic
Services 2,100,000 728,588 -1,371,412 6s%
Expenses
Casual Labour 1,180,516 590,258 590,258 50%
Communication
Supplies and
Services 700,000 187,720 512,280 73%
Printing,
Advertising and
information
supolv 2,085,000 925,819 1,159,181 56%
Hospitality
Supplies and
Services 1,000,000 474,027 525,973 53%
Maintenance of
computers,
software,
networks, 466,000 223,446 242,554 s2%



Particulars 2017-2018 2016-2017 Variance Variance
Revenue Kshs Kshs Kshs ofto

Revenue from exchange
transactions - rendering
of services

70,987,453 47,885,109 23,102,344 48o/o

Expenses

Depreciation and
amortization expense 7,176,485 6,162,484 1.014,001 160/o

Repairs and maintenance 2,819,590 1,449.650 1,369,940 95%

Surplus/( deficit) for the
period 11,467,919 (10,086,359) 21,554.178 214%

PPE- Additions (Capital
Expenditure) 8,396,400 5,280,915 3,115,485 59%o

A further scrutiny of revenue and expenditure items on specific sub-components revealed
the following disproportionate increase (decrease), over/ (under) 10Oo/o compared to the
previous financial year as follows:

No proper explanation was given for the significant increases or decreases indicated
above.

Report of the Auditor-Getteral on the Financial Slatements of Veterinar.v Sert'ices Developnrent Fund for the veur
ended 30 June 20 I 8
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Description 2017-2018 2016-2017 Variance

Kshs Kshs
Amount

(Kshs) olto
Revenue
Services

Rendering of

Hides and skins 5,559,422 829,515 4,729,907 570o/o
Disease surveillance, Risk
Management controls 13,210,045 1,249,350 11,960,695 9570h

Veteri nary Laboratories 217,575 0 217,575 100Yo

Other Veterinary Services 80,913 0 80,913 100%
Expenditure
Repairs and maintenance
Equipment 223,446 86,531 136,915 158o/o

Vehicles 1,972,759 964,749 1 ,008,010 104%
General Expenses
Advertising
Other operating expenses

925,819 186,750 739,069 396%
0 2,960,422 -2,960,422 -100o/o

Telecommunication 187,720 0 187,720 100%
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2. Non- Compliance with Procurement Laws

Sbction 54(1) of the Public Procurement & Asset Disposal Act ,2015, provides that, "no
priocuring entity may structure procurement as two or more procurements for the purpose
of avoiding the use of a procurement procedure except where prescribed." However, an
e*amination of a sample of payment vouchers and supporting documents relating to
piocurement of goods and services for the year under review revealed incidences of
s$litting purchases orders contrary to this requirement as shown below:

a) Specialized Material and Services

Date Ref: Description Amount - Kshs.
29-06-2018 33525 Cathan Looistics Supplies 900,000
29-06-2018 33526 Cathan Logistics Supplies 900,000
29-06-2018 33527 Cathan Logistics Supplies 992,815
29-06-2018 33528 Bestmart Enterprises 700,000
29-06-2018 33529 Bestmart Enterprises 700,000
29-06-2018 33530 Bestmart Enterprises 704,604
Total 4,897,419

b) Office and General Supplies

Under the circumstances, the Fund was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

cpmply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
fipancial statements are in compliance, in all material respects, with the authorities that
gbvern them. I believe thatthe audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

l

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
I\{IANAGEMENT SYSTEMS

Gonclusion

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit
frocedures performed, except for the matters described in the Basis for Qualified Opinion
and Basis for Conclusion on Lawfulness and Effectiveness in Use of Public Resources

leport of the Auditor-General on the Financial Statements of Veterinary Services Development Fund for the year
ended 30 June 2018
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Amount - Kshs.)ate Ref Description
33407 M/S Superactive Reaqents 1,640,0008-02-2018

,.8-02-2018 33408 M/S Superactive Reagents 1,236,250
2,876,250otal
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sections of my report, I confirm that, nothing else has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSA! 1315 and ISSAI 1330. The standards
require that ! plan and perform the audit to obtain assurance about whether processes
and systems of intemal control, risk management and 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.

Responsibilities of Management and Those Gharged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lntemational Public SectorAccounting Standards (Accrual
Basis) and for maintaining effective intemal control as management deems it necessary
to enable the preparatlon of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of intemal control,
risk management and governance.

In preparing the financial statements, management is responsible for assessing the
ability of Veterinary Services Development Fund to sustain services, disclosing, as
applicable, matters related to sustainability of services and using the going concern basis
of accounting unless the management either intends to liquidate the Fund or to cease
operations, or have no realistic alternative but to do so.

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.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity 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 governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsi bi I ities for the Aud it

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 eror,

Report of the Auditor-General on the Financial Statements of Veterinary Services Development Fund for the year
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arld to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act,2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is hot a guarantee that an audit conducted in accordance with lSSAls will always detect
a rnaterial 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 are in
compliance with the authorities that govern them and that public resources are applied in
anl effective way, in accordance with the provisions of Article 229(6) of the Constitution
add 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 intemal controls, risk management and govemance 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
inbmal control that might be material weaknesses under the lSSAls. A material
wdakness is a condition in which the design or operation of one or more of the intemal
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
stdtements being audited may occur and not be detected within a timely period by
ernployees 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
efbctiveness 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.

Aq 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.

Report of the Auditor-General on the Financial Statements of Veteinary Services Development Fund for the year
ended 30 June 2018
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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 ability of Veterinary Services Development Fund to sustain its services. lf I

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

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Veterinary Services Development Fund to express an
opinion on the financial statements.

I
I

a

t
I
I
T
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a

T

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

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

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.

?

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

Nairobi

11 March 2019

Report of the Auditor-General on the Financial Statements of Veterinary Ser-vices Development Fund for the year

t

ended 30 June 2018
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STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JIJNE 2018
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Revenue from non-exchange transactions

6Properly taxes revenue

7Publi c contriburions and donations

8Fines, penalties and ievies

and permits

9Transfers from other governments - gifts and services-in-kind

Revepue from exchange transactions
47,885, I 0910 '70,987,453servrcesof

1tandwaterSale electricity

12Rental revenue from facilities and equipment

13Finance income - external investments

Agetrcy fees

14Other income
47,885,10970,987,453Totgl revenue

Expenses

I5Use of goods and services

t6 590,258 689,r 13Employee costs

17Rernunerati on of directors

6,162,484l8 i.t76,485Depreciation and amortization expense

19 2,819.590 I,449,650Repairs and maintenance

20servlces

21Grants and subsidies

48,933,301 49,670,22122General expenses

Fixance costs

59,519,634 57,971,468Total expenses

O(her gains(losses)

24on sale assets

Gain on foreign exchange transactions

25Unrealized gain on fair value of investments

(-) G)26Irnpairment loss

(10,086,359)11,461,819Surplus before tax

G) o27Taxation

11,467,819 (10,086,359)Sprplus/( deficit) for the period/year

5lRemission to National Treasury

(1 0,086,359)11,467,819Net Surplus for the year

Attributable to:
C)Surpl us/(defi cit) atlrib utable to minoritY interest

Surplus attributable to owners of the controlling entity
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Anmual Reports and Financial Staternemts

T

I
t

STATEMENT OF FINANCIAL POSITION
AS 30 JI.INE 2018

Sign:
Dr. Peter Mungathia
Manager-VSDF

For the r ended June 30,2018

Sign
Mr. Harry Kimtai
Accounting

I
T

I

Assels
assets

3s.889.00928 46,136,913Cash and cash equivalents
29transactionsfrom
30vables from non-excha tansactions

CurrEnt poftion
transactions

of long-term receivables from exchange

3lLnventories
3ZIn Atments

46.136,913 35,889,009

No assets
34.457.123 33,237,20833and

34Intatrlgible assets
35lnvestment properfy

LonE term receivables from exchange transactions

69,126.21780,594,036T assets

Liabilities
Curirent liabilities

36Trade and other payables frorn exchange transactions
37Reflrndable deposits from customers
38Provisions
39lease o
43Cunent portion of borrowings

40mcome
41EmDlovee benefit obligation

received in advance
52

Non-current liabilities
41Non-current employee benefit obligation
42Non-current Provisions
43sofrowines
44Service concession liabili8
s3Defened tax liabilities

Total liabitities
Net assets

79.192.57669,106,217
11.467.819 00,086,3s9)Acpumulated surplus

20.000 20.000cabltal Puna
69.126.21780,594,036Total net assets and liabilities

o 
^t",...... 

t(/. t. /.**t..q.............

2

nrt",........1.. A
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VE T E RIN,ARY S E RVT C ES D E I/E I, O PMENT F UI\{D

Annual Reports and Financial Statements
For the year ended June 30, 2018

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JI]NE 2018

T

I

T

T

T

t

Attributable to the owners of the controlling entity
Reserves

Self
insurance

reserve

Capital
replacement
development

reserve/Capital
Reserve

Revaluation
Reserve

Accumulated
surplus

Minority
interest

Total

Kshs Kshs Kshs Kshs Kshs Kshs

Balance as at I July
20t6

79,212,576 79,212,576

Surplus/(defi cit) for the
period

(10,086,359) C) (10,086,359)

Transfers tolfrom
accumulated surplus

(-) C)

Traasfer ofexcess
depreciation on
revaluation

C)

Graurts received during
the year

Revaluation gain

Bahnce as at 30
JIJNE 2017

69,126217 69,126,217

Balance as at I July
2017

69,126217 69,126,217

Surplus for the period ll,467,glg ll,467,glg
Trqnsfers tolfrom
acoumulated surplus

G) G)

Transfer ofexcess
depreciation on
revaluation

G)

Grants received during
the year
Revaluation gain

Balance as at30
JUNE 2018

80,594,036 80,594,036

J
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VETERINARY SER.VICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30,2018

STATEMENT OF CASH FLOWS
THn'. YB4P ENDED 30 JUNE 18

Cash flows from operating activities
Receipts
Property taxes

Public contributions and donations
Fines, penalties and levies
Licenses and permits

Government grants and subsidies

Rendering of services l0 70,987,453 47,885,1 09

Salo of goods

Finance income

Ottjer income, rentals and agency fees

Total Receipts 70,987,453 47,885,109

Payments
Compensation of employees 16 590,258 689,1 l3

Goods and services t9 &22 51,752,891 51,119,872

Finance cost

Re4t paid

Ta:gation paid

Ottier payments

Grants and subsidies paid
Total Payments 52,343,149 51,808,985

Net cash flows from operating activities 18,644304 (3,923,876)

Cash flows from investing activities
PurQhase ofproperfy, plant equipment and intangible assets 33 (8,396,400) (5,280,915)

Probeeds from sale of property, plant and

Eqrfipment
De0rease in non-current receivables
Increase in investments G) C)
Net cash flows used in investing activities (8"396,400) (5,280,915)

Cash flows from financing activities
Propeeds from borrowings
Repayment of borrowings G) (,
Incfease in deposits

Ne{ cash flows used in financing activities G) C)
Net increase/(decrease) in cash and cash equivalents

10247,904 (9,204,791',)

Cash and cash equivalents at I JTILY 28 35,889,009 45,093,800

Cash and cash equivalents at 30 JIINE 28 46,136,913 35,889,009
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- /ETERINAR,Y SER,\ZI CES D E\/EI.OPME}dT F'ETND
Annual Reports and Financial Statements

For the ended June 30 2018

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
Veterinary Services Development Fund is established under the Exchequer and Audit Act
Cap 412 through Legal Notice No. 109 of May 1996.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined tiabilities at their present value.
The preparation of financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying the entity's
accounting policies.

I

3.

The financial statements have been prepared and presented in Kenya Shillings, which is
the firnctional and reporting crurency of the entity.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act and International Public Sector Accounting Standards (IPSAS). The
accounting policies adopted have been consistently applied to all the years presented.

ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the
year ended 30 June 2018

Standard Impact

IPSAS 39:

Employee Benefits
Applicable: l't January 2018
The objective to issue IPSAS 39 was to create convergence to
changes in IAS 19 Employee benefits. The IPSASB needed to
create convergence of IPSAS 25 to the amendments done to IAS
19. The main objective is to enflre accurate infonnation relating
to pension liabilities arising from the defined benefit scheme by
doing away with the corridor approach.

T
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l/E TEzuNA.RY SER.\ TN CES D E\/ELOPh4EI{T F,'UND

Annual Reports and Financial Statements
For the year ended .Iune 30, 2018

T

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 ADOPTION OF NEW AND REVISED STANDARDS (Continued)

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

Standard Effective date and impact:
IPSAS 40: Public
Sector

Combinations

Applicable: I't January 2i19z

The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly
with IFRS 3(applicable to acquisitions only) Business
combinations and combinations arising from non exchange
transactions which are covered purely under public Sector
combinations as amalgemations.

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

The entity recognizes revenues from fees, taxes and fines when flre 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
recoguized when it is probable that the futue economic benefits or service
potential associated with the asset will flow to the entity 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 properly) 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 entity and can be measured reliably. Recurrent grants are recogni zed, rn
the statement of comprehensive income. Development/capitat graots are
recognized in the statement of financial position and realised in the statement of
comprehensive income over the useful life of the assets that has been acquired
using such funds

4
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\/ETEzuNA,RY SER\/ICES DEVELOPh{ENT F'TTND

Annual Reports and Financial Statements

4

For the ended June 30,2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

a) Revenuerecognition (Continued)

iD Revenue from exchange transactions

Rendering of services

The entity recognizes revenue from rendering of services by reference to the stage

of completion when the outcome of tle transaction can be estimated reliably. The
stage of completion is measrued by reference to laboiu hours 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 the expenses incurred are recoverable.

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 entity.

Interest income
Interest income is accrued using the effective yield method. The effective yield
discounts estimated future cash receipts through the expected life of the financial
asset to that asset's net carrying amount. The method applies this yield to the
principal outstanding to determine interest income each period.

Dividends
Dividends or similar distributions must be recognized when the shareholder's or the
entity's right to receive payments is established.

Rental income
Rental income arising from operating leases on investuent properties is accounted
for on a straight-line basis over the lease terms and included in revenue.

T
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Annual Reports and Financial Statements

For the year ended June 30,2018

NOf,BS TO THE FINANCIAL STATEMENTS (Continued)

T

T

4 SUMMARY oF SIGNIFICANT ACCOUNTTNG pol,rcrES (continued)
b) Budget information

The original budget for FY 2016-2017 was approved by the National Assembly.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the
respective approvals in order to conclude the final budget.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared
on accrual basis using a classification based on the nature of expenses in the statement
of financial performance, whereas the budget is prepared on a cash basis. The amounts
in the financial statements were recast from the accrual basis to the cash basis and
reclassified by'presentation to be on the same basis as the approved budget. A
comparison of budget and actual amounts, prepared on a comparable basis 1o the
approved budget, is then presented in the statement of comparison of budget and actual
amounts.

In addition to the Basis difflerence, adjustrnents to amounts in the financial statements
are also made for differences in the formats and classification schemes adopted for the
presentation of the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual arnounts and the actuals as per the
statement of financial perfonnance has been presented under section rcrx o1 these
financial statements.

c) Taxes

Current income tax
Current income tax 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 tax laws used to computo the amount are those that are enacted or substantively
enacted, at the reporting date in the area where the Entity operates and generates
taxable income.
Current income tax relating to items recognized directly in net assets is recoenized in
net assets and not in the statement of financial performance. Management periodicaly
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.

T
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I/ETERIF]ARY S ER\/I CES D E\/ELOPN{E}"IT FU}iD
Annual R.eports and Financial Statements

Fon the year ended June 30,2018

NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

T

I
I
T

I

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

c) Taxes (Continued)

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 investnents 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.

Deferred tax assets are recognizsd for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Defened 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 ta:r credits
and unused tax losses can be utilized, except in respect of deductible temporary
differences associated with investnents in controlled entities, associates and interests
in joint ventures, deferred tax assets are recogrrized only to ttre 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 tax 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 ta:< 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. Deferred tax items are recognized in correlation to the
underlying transaction in net assets.

Deferred tax assets and deferred tax liabilities are offlset if a legally enforceable right
exists to set off current tax assets against current income tax liabilities and the deferred
taxes relate to the same taxable entity and the same taxation authority.

T
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For the ended.Iune 2018

I NOTES To THE FTNANCTAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (continued)
c) Taxes (Continued)

Sales tax

4

Expenses and assets are recognized net of the amount of sales tax, except:

from the taxation authority, 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 staternent of financial position.

d) Investment property

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

Investrnent property acquired tlrrough a non-exchange transaction is measured at its
fair value at the date of acquisition. Subsequent to initial recognition, investrnent
properties are measured using the cost model and are depreciaied over a 30-year
period.

lnvestment properties are dereco gruzed either when they have been disposed of or
when the invesfuent property is permanently withdrawn from use aod ,ro future
economic benefit or service potential is expected from its disposal. The difference
between the net disposal proceeds and the carrying amount of thJasset 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.

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is d.irecfly atributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the entity recognizei such parts as individual assets
with specific useful lives and depreciates them accordingly. Like*ise, when a major
inspection is perforrned,'its cost is recognized in the .ffig amount of the plant and
equipment as a replacement if the recognition criteria are satiified. All other repair and
maintenance costs are recognizedin 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.

12
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NOTES TO THE F'INANCIAL STATEMENTS (Continued)

4 SUI\{MARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0 Leases

Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased item to the Entity. Assets held under a finance
lease are capitalized at the corlmencement 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
Entity also recognizes ttre 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 certainty that the Entity will obtain ownership of the
asset by the end of the lease term, the asset is depreciated over the shorter of the
estimated usefullife of the asset and the lease terrn.
Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Entity. Operating lease payments are
recognized as an operating expense in surplus or deficit on a straight-line basis over the
lease tenrr.

g) Intangible assets

Intangible 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 assets are carried at cost less any
accumulated amortization and accumulated impairment losses. Internally generated
intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the expendinre is
incurred.

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

h) Research and development costs

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

for use or sale

I
I
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For the r ended June 30 2018
TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Research and development costs (Continued)

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. It is
amortized over the period of expected future benefit. During the period of
development, the asset is tested for impairment arurually with any impairment losses
recognized immediately in surplus or deficit.

D Financial instruments

Financial assets

Initial recognilion 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 Entity determines the classification of its
financial assets at initial recogniliel.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
detenninable payments that are not quoted in an active market. After initial
measurement, such filancial assets are subsequently measr:red at amortized cost
using the effective interest method, less impainnent. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees or costs
ttrat are an integral part of the effective interest rate. Losses arising from
impairment are recognized in the surplus or deficit.

HeU-to-maturi$

Non-derivative financial assets with fixed or determinable payments and fixed
maturities are classified as held to maturity when the Entiry has the positive
intention and ability to hold it to manrity. A-fter initial measurement, held-to-
maturity investrnents 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 recognizs4 in surplus
or deficit.

Imp airme nt of fin anc ial as s ets

The Entity assesses at each reporting date whether there is objective evidence that a
financial asset or an entity of financial assets is impaired. A financial asset or a
entity of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairrnent 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 futue cash flows of the financial asset or the entity of
financial assets that can be reliably estimated. Evidence of impairment may include
the following indicators :

T
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NO{IES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Research and development costs (Continued)

i) Financialinstruments (Continued)

Financial assets (Continued)

Impairment of Jinancial assets (Continued)

difficulty

reorganization

(e.g. changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial recognition and meas uremcnt

Financial liabilities within the scope of IPSAS 29 are classified as financial
liabilities at fair value through surplus or deficit or loans and borrowings, &s
appropriate. The Entity determines the classification of its financial liabilities at
initial recognition.
All financial liabilities are recognized initially at fair value an{ in the case 6f |6ans
and borrowings, plus directly attributable transaction costs.

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 tiabilities are derecognized as well as
through the eflective interest method arnortization process.

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.

i) Inventories

lnventory 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

15
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) trnventories (Continued)

After initial recognition, inventory is measured at the lower of cost and net reahzable
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 meastued 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 Entity.

j) Provisions

Provisions are recognized when the Entity has a present obligation Qegal 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 amourt of the obligation.

Where the Entity 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.

The expense relating to any provision is presented in the statement of financial
perfonnance net of any reimbursement.

C ontinge nt lia b ilitic s

The Entity does not recogrnze 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 Entity does not recognize a contingent asse! but discloses details of a possible
asset whose existence is contingent on the occurrence or non-occt[rence of one or
more uncertain future events not wholly within the control of the Entity in the notes to
the financial statements. Contingent assets are assessed continually to ensure that
developments are appropriately reflected in the fiaancial statements. If it has become
virtually certain that an inflow of economic benefits or service potential will arise and
the asset's value can iie measured reliably, the asset and the related revenue are
recognized in the financial statements of the period in which the change occurs.

T
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For the ended June 2018

NOIES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY oF SIGNIFICANT ACCOUNTTNG POLICIES (Continued)

k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements.

D Changes in accounting policies and estimates

The Entity recognizes the eflects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

m) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined
contribution plans are post employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund), and will have no legal or constructive
obligation to pay firrther contributions if the firnd does not hold sufficient assets to pay
all employee benefits relating to employee service in the current and prior periods. the
contributions to firnd obligations for the payment of retirement benefits are charged
against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected turit credit method basis. Deficits identified are recovered through lump sum
payments or increased future contributions on proportional basis to all participating
employers. The contributions and lump sum payments reduce ttre post-Lmployment
benefit obligation.

n) f,'oreign currency transactions

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 culrency are reported at the statement of financial position reporting date by
applylng the exchange rate on that date. Exchange diflerences arising from the
settlement of creditors, or from the reporting of creditors at rates different frtm those at
which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

o) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment.

Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incrured. Capitalizat:on ceases when
construction of the asset is complete. Further borrowing costs are charged to the
statement of financial performance.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUI\{MARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

p) Related parties

The Entity regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Entity, or
vice versa. Members of key management are regarded as related parties and comprise
the directors, the CEO and senior managers.

q) Service concession arrangements

The Entity analyses all aspects of service concession arrangements that it enters into in
deterrnining the appropriate accounting teatrnent and disclosure requirements. [n
particular, where a private party contibutes an asset to the arrangement, ttre Entity
recognizes that asset when, and only when, it controls or regulates ttre services the
operator must provide together with the asset, to whom it must provide them, and at
what price. In the case of assets other than 'whole-of-life' assets, it controls, through
ownership, beneficial entitlement or otherwise - any significant residual interest in the
asset at the end of ttre arangement. Any assets so recognized are measured at their fair
value. To the extent that an asset has been recognized, the Entity also recognizes a
corresponding liability, adjusted by a cash consideration paid or received.

r) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at banh short-term deposits
on call and highly liquid investnents with an original maturity of tlree months or less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Baxk account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at ttre 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
were not surrendered or accounted for at the end of the financial year.

s) Budget information

The original budget for FY 2017-2018 was approved by the National Assembly.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the
respective approvals in order to conclude the final budget.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared
on accrual basis using a classification based on the nature of expenses in the statement
of financial performance, whereas the budget is prepared on a cash basis. The amounts
in the financial statements were recast from the accrual basis to the cash basis and
reclassified by presentation to be on the same basis as the approved budget. A
comparison of budget and actual amounts, prepared on a comparable basis to the
approved budget, is thei presented in the statement of comparison of budget and actual
amounts. In addition to the Basis difference, adjustrnents to amounts in the financial
statements are also made for differences in the formats and classification schemes
adopted for the presentation of the financial statements and the approved budget.
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For the r ended .Iune 3 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s) Budget information (Continued)

A statement to reconcile the actual amounts on a comparable basis included in the
statement of comparison of budget and actual amounts and the actuals as per the
statement of financial performance has been presented under.

t) Comparative figures

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

u) Subsequent events

There have been no events subsequent to the financial year end with a significant
impact on the financial statements for the year ended June 30, 2018.

5 SIGNIFICANT JUDGMENTS AND SOURCES OF'ESTIMATION T]NCERTAINTY

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported
a:nounts 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 adjustnent to ttre carrying
amount of the asset or liability affected in future periods. State all judgements, estimates
and assumptions made: e.g

Estimates and assumptions

The key assumptions conceming the future and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustnent to the
carrying amounts of assets and liabilities within the next financial year, are described
below. The Entity 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 arising beyond the control of the Entity. 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:

processes
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SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note xxx.

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
eflect is material.

6 PROPERTY TAXES REVENUE

7 PUBLIC CONTRIBUTIONS AND DONATIONS

T

T

t
I
I
I
I
I
T

t

t
T

Actual
Taxable land and buildines
Residential
Commercial
State
Penalties

Income forgone (-) G)
Total propertv taxes revenue

_E.g, The Green Belt Movement
Other
Total transfers and sponsorships

Reconciliation of public
contributions and donations
Ralance unspent at beginning of
quarter
Current year receipts
Conditions met - transferred to
revenue
Conditions to be met - remain
liabilities
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8 FINES, PENALTIES AND LEVIES

9 TRANSFERS FROM OTHER GOVERNMENTS

9b) TRANSFERS F'ROM MINISTRIES, DEPARTMENTS AND AGENCIES

Fuel levy
Fines

Total

Unconditional grants
Operational
Other

Conditional grants
National

National ffiastructure
Provincial health
Socia] services
Basic services subsidy

internationaltund
Other organipfi snal grants

Total government grants and subsidies

Ministy/State
Deparhrent
Minishy
TotaI
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

iO RENDERING OF SERVICES

11 SALE OF GOODS

12 RENTAL REVENUE FROM FACILITIES AND EQIIIPMENT

13 FINANCE INCOME - EXTERNAL IIWESTMENTS

Animal Reproductive Services 9,186,91 1 7,074,900

Veterinary Public Health 37,322,655 33.067 "837
Hides And Skins 5,559,422 829.515
Disease surveillance ,Risk mgt controls 13.210.045 1,249,350
Diagnostic Services 728,589 767,r49
Veterinary diagnostic & Effrcacy Trial
centres 4,681,344 4,896.358
Veterinary Laboratories 217,575
Other Veterinary Services 80,913
Total revenue from the rendering of
services 70,987"453 47,885,109

Sale of goods
Sale of electricity
Sale of water
Sale ofbooks
Sale of publications
Other( include in line with your organisation)
Total revenue from the sale of goods

Straight-lined operating lease receipts
Contingent rentals
Total rentals

Cash investrnents and fixed deposits
Interest income from Treasury Bills
Interest income from Treasury Bonds
Interest from outstanding debtors
Total finance income - external
investments
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

I

14 OTHER INCOME

15 USE OF GOODS AND SERVICES

16 EMPLOYEE COSTS

I
T

I
I
t
I
t
I
I
I
T

T

T

Insurance recoveries
Bulk infrastructure levies
In-frastruchre fee
Income from sale of tender
Services concession income
Skills

of assetsIncome from
Total other income

Electricity
Water
Securiry
Professional services
Subscri
TotaI and services

Salaries and wages
Employee related costs - Salaries and
wages

590,259 689,1 13

Travel, motor car, accofilmodation,
subsistence and other allowances

benefits and allowances
Overtime
Performance and other bonuses
Social contributions
Expenditure recharged to capital projects

Employee costs 590,259 689,113
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T
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17 REMUNERATION OF DIRECTORS

18 DEPRECIATION AND AMORTIZATION EXPENSE

19 REPAIRS AND MAINTENANCE

20 CONTRACTED SERVICES

T

Chairman's Honoraria
Directors emoluments
Other allowances
Total director emoluments

Property, planJ and equipment 7,776,485 6,162,494
assets

carried at costInvestnent
and amorttzationTotaI 7,176,495 6,162,484

Jfqperty 623,395 398,370
Investrnent property - eaming rentals

and 223,446 86,531
Vehicles 1,972,759 964,749
Furniture and fi

and accessories
Other

and maintenanceTotal 2,819,590 1,449,650

Actuarial valuations
Investrnent valuations
Properly valuations

Total contracted services
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

21 GRANTS AND SUBSIDIES

22 GENERAL EXPENSES

Community development
Education initiatives and programs
Social development
Community trust
Sporting bodies
Total grants and subsidies

Advertising 925,819 I 86,750
Hospitality Supplies 998,206 511,172

Fuel and oil 2,146,995 2,260,719
Office and General Supplies 6,283,803 6,805,917
Other operating expenses 2,960,422
Telecommunication 187,720

Training 3.491.486 6,0t9,739
Specialized materials 10,225,392 12,382,625
Travel, motor car, accommodation,
subsistence and ottrer allowances 24,673.890 t8,542879
Licenses and permits
Chemicals

Water pwification cost
Postage

Printing and stationery
Hire charges

Rental

Security costs

Sewage treatrnent costs

Skills development levies

lnventory scrapping
Telecommunication
Training
Other

Total general expenses 48,933"301 49,670222
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

23 FINANCE COSTS

24 GAIN ON SALE OF ASSETS

25 UNREALIZED GAIN ON FAIR VALTIE INMESTMENTS

26 IMPAIRMENT LOSS

27 TAXATION

Borrowings (amortized cost)*
Finance leases amortized cost

of discountU
lnterest on Bank overdrafts
Interest on loans from commercial banks
Total finance costs

) plant and

Intangible assets

Other assets not
Total gain on sale of assets

Investnaents at fair value
TotaI

Property, plant and equipment
ble assets

Total impairment loss

Current income tax charge
Deferred tax: fNote 53 l
Relating to original and reversal of

differences
ncome tax expense reported in the

statement of financial
I
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

28 CASH AND CASH EQUIVALENTS

(fhe omount should agree wtth the closing and opening balances as included in the
stat ement of c as h /l ow s)

28 (a). DETATLED ANALYSIS oF TrrE cAsH AND CASH EeuwALENTS

Current account 46,136,913 35,999,009
On - call
Fixed account

car loan/

otal cash and cash 46,136,913 35,899,009

a) Current account
Kenya Commercial bank 110 697 2791 46,L36,913 35,889,009

Sub- total 46,136,913 35,889,009

depositsb) On - call
Kenya Commercial bank
Equity Bank - etc
Sub- total

c t Fixed deposits account
Kenya Commercial bank

Sub- total

d) Staffcar loan/ mortqase
Kenya Commercial bank
Bank B
Sub- total

el Others
Cash in transit
cash in hand
M pesa

Sub- total 461136,913 35,889,009
Grand total 46,136,913 35,899,009
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29 RECEIVABLES FROM EXCHANGE TRANSACTIONS

30 RECEIVABLES FROM NON.EXCHANGE CONTRACTS

31 IIWENTORIES

Current receivables
debtorsService water and electrici

debtorsOther
Less: allowance G) (-)
Total current receivables
Non-current receivables
S bodies
Public
Less: allowance G) (-)

transferred to current receivablesCurrent (-) (-)
Total non-current receiva bles
Total receivables

Current receivables
ta:r debtors

transactionsOther debtors non
Less: allowance C) C)
Total current receivables

Consumable stores
Medical

and metersS

Water for distribution
held for resaleOther

Total inventories at the lower of cost and net
realizable value
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NOTES TO TIIE FINANCIAL STATEMENTS (Continued)

32 INVESTMENTS

d) Shareholding in other entities

For investrnents in equity share listed under note 27 (c) above, Iist down the equity
investrnents under the following categories:

a) Investment in Treasury bills and bonds
Financial institution
CBK
CBK
Sub- total

b) Investment with Financial Institutions/
Banks
Bank x
Bank y

Sub- total

investmentsc

shares in company xxx

Sub- total
Grand total

% o//o o//o Shs Shs Shs

N/A N/A N/A N/A N/A N/A N/A
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VETERINARY SER.VICES DEVELOPN/MNT FUND
Annual Reports and Financial Statements

For the year ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

33 RELATED PARTY BALANCES

Nature of related party relationships

Entities and other parties related to the entity include those parties who have ability to
exercise control or exercise significant influence over its operating and financial

decisions. Related parties include management personnel, their associates and close

family members.

Government of Kenya

The Govemment of Kenya is the principal shareholder of the veterinary services development fund'

The National Government;
Ministry of Agriculture, Livestock, Fisheries and Irrigation

34 EYENTS AFTER TTIE REPORTING PERIOD

There were no material adjusting and non- adjusting events after the reporting period.

35 I]LTIMATE AFID EOLDING ENTITY

The entity is a State a Semi- Autonomous Government Agency under the Ministry of
Agriculture, Livestock, Fisheries and Irrigation. Its ultimate parent is the Government of
Kenya.

36 Currency

The financial statements are presented in Kenya Shillings (Kshs)

i)
ii)
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APPENDD( I: PR.OGRESS ON FOLLOW UP OF AI.IDITOR RECOMMENDATIONS

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

lto be resolved.

VETERINARY SERVICES DEVELOPMENT FUI\TD

Annual Reports and Financial Staternents
For the year ended June 30,2018

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 entity responsible for implementation of each issue;

1!r) lndicate the status of "Resolved" or'Not Resolved" by the date of submitting this report to

National Treasury.

Sign...
Peter Mungathia Mr. Harry Kimtai

Accounting Officer.Manager-VSDF

T

T

I

H.Momata
Accountant

ResolvedReversal done and
F.O17 raisedStale chequesI

H.Momata
Accountant

Resolved
Classification was

done and explanation
given.

2

Wrong
classification
of expenditure

Resolved
Dr.Mung'athi
a-Fund
Manager

Reason being
drought mitigation
support.

150% Incease
in acquisition
of specialized
materials.

J

ResolvedH.Momata
Accountant

The reports and

financial statements
were revised

Differences in
NBV ofPPE
and
comparative
figures.

4

l

Date. .g/.*/naq
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