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l. Acronyms and Definition of Key Terms

A: Acronyms

ACPO Access to Government Procurement Opportunities

CEO Chief Executive Officer

CECM County Executive Committee Member

CBK Central Bank of Kenya

ICPAK Institute of Certified Public Accountants of Kenya

IPSAS Intemational Public Sector Accounting Standards

KICOTEC Kitui County Textile Centre

CT County Treasury

CIDP County Integrated Development PIan

CA County Assembly

OCOB Oflice of the Controller of Budget

OAG Office of the Auditor General

OSHA Occupational Safety and Health Act o12007

PFM Public Finance Management

PPE Property Plant & Equipment

PPPs Public Private Partnerships

PSASB Public Sector Accounting Standards Board

SAGAs Semi-Autonomous Government Agencies

WB World Bank

B: Definition of Key Terms

Fiduciary Management- Members of Management directly entrusted with the responsibility of
financial resources of the organisation.

Comparative Year- Means the prior period.
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2. Key Entity Information and Management

(a) Backgroundinformation

The entity was established by the Kitui County Corporation Act 2019 on 25 November 2019.

At County cabinet level, the entity is represented by the County Executive Committee,, Ministry

of Tradc, lndustry, MSMEs, lnnovation & Coopcrative, who is rcsponsiblc forthc gcneral policy

and strategic direction of the entity. The entity is domiciled in Kitui County Kenya.

(b) Principal Activities

The principal activity of the entity is to manage textile manufacturing in the county in
accordance with Kitui County Corporation Act 2019, promote best practices in and regulate

production, processing and marketing ofapparel. garments and textiles.

(c) Key Management

The company's day{o-day management is under the following key organs:

(d) Fiduciary Managcment

The key management personnel who held office during the financial year ended 30th June 2024

and who had direct fiduciary responsibility were:

I Chief Executive Officer Ben Jackson - Left May 2024
.,

Finance and Administration Manager Petcr Yoma

J Ag. Human Resource Manager Kinko Mutuku

-1 Supply Chain Manager Tabitha Mrvania

5 Factory Manager Boniface Ndunda

I Chief Executive Officer Ben Jackson - Left May 2024

'l Head of Finance

., Head of Procurement Tabitha Mwania

4 Head ofFactory Boniface Ndunda

5 Ag. Human Resource Manager Kioko Mutuku

l

No. Designation
I

I

Name

No. Designation Name

Peter Yonra
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(e) Fiduciary Oversight Arrangements

Audit and Risk N'lanagement Committee

Finance and Technical Committee

HR and Administration Committee

Full Board of Directors Committee

(f) Registered Oflice
Kitui County Textile Centre
Syongila Youth Polytechnic
P. O Box 72 - 90200
Kitui
Kenya

(g) Corporate Headquarters
Kitui County Textile Centre
Syongila Youth Polytechnic
P. O Box 72 - 90200
Kitui
Kcnya

(h) Corporate Contacts
+2547981 5 I 5 I 5 or +25 47 07 4441 | |
Kicotec@kitui.go.ke
www.kitui.go.ke

(D Corporate Bankers
Equity Bank Kenya Lirnited
P.O. Box 563 - 90200
Kitui
Kenya

CI) lndependentAuditors
Auditor General
The Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

(k) Principal Legal Advisers
l. The County Attomey

Kitui County Government
P.O. Box 33-90200
Kitui
Kcnya

IV
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3. The Board of Directors/Management

Dr.Grace Muthoni Mutua, Ph.D
Chairperson, KICOTEC
Board of Directors.

Dr. Grace Muthoni Mutua, Ph.D. was born in 1968 and she is
the lnterim Independent Chairperson of KICOTEC Board of
Directors. She was appointed on 3'd October 2023 in the Board.
She is also the current Climate Change resilience, preparedness
and mitigation Advisor to the Govemor, Kitui County. She has

a Doctorate in Rural Sociology, a Master of Science in Rural
Sociology and a Minor in International Development, as well as

a Bachelor of Science in Ceneral Agriculture, Curn Laude - all
fiom the University of Missouri - Columbia, USA. She also
holds a Diploma in Environmental Studies, Honors. from the
Kenya Polytechnic, Nairobi. Grace has C)ver 22 years'
experience in Employment and Public service, with more than
half the period in leadership positions, both in Kenya and the
United States of America

Michael Kalii Mutisya

Director KICOTEC

Michael Mutisya Kalii was born in 1973 and is an Interim
Independent Director of KICOTEC. He was appointed on 3'd

October 2023 in the Bozrd. He is also the current Chief Of]lcer
in the Ministry of Trade in Kitui County Govemment. He has a

bachelor of Arts degree (Economics and Mathematics) from
University of Nairobi. He has a Diploma in Management
Information Systems from UK. He is currently pursuing MBA
in operation Management at the University of Nairobi. Michael
has over 23 years' experience in Banking Industry and Public
Service.

CPA John Makau Kimwele
Director KICOTEC

CPA John Makau Michael was born in 1977 and is an Interim
Independent Director of KICOTEC. He was appointed on 3'd

October 2023 in the Board. He is the current Chief Officer in
Finance in the Ministry of Treasury in Kitui County
Government. He holds a Master of Science in Finance (Msc
Finance) from the University of Nairobi and Bachelor of
Commerce in Accounting (BCOM). He is currently pursuing his
Ph.D. in business Administration at JKUAT. He holds the
following professional qualifications & urernbership, CPAK,
CPSK, CISA. He has over l5 years'experience in Finance and
Accounting background at senior executive level in different
organizations e.g. National Council for Population and
Development (NCPD), World Bank, UNFPA & County
Governrnent etc.

Directors ilsDe ta
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'l'imothy Kyalo Mwange was bom in 1989 and is an lnterim and
Independent Director of KICOTEC. He was appointed on 3'd

October 2023 in the Board. He is the Chairperson of Audit and
Risk Managcment Committee. Currcntly Timothy is lvorking as

a County Solicitor in the County Government of Kitui. He has a
Bachelor of Laws (LL. B) degree trom University ot'Nairobi.
He holds a post Graduate diploma from the Kenya School of
Law. He is an advocate of the High Court of Kenya. He is a
Certified Public Accountant and a Certified Secretaries as rvell
as a trained arbitrator. He is currently pursuing a master of laws
degree in Environmental law and natural resource management.
Timothy has over l0 years' experience both locally and
intemationally in the education and legal sectors.

Timothy Kyalo Mwange
Director KICOTEC

CPA Nathan Kasamba Vungo
Director KICOTEC

CPA Nathan Kasamba Vungo is an Interim and Independent
Director of KICOTEC. He was appointed on 3'd October 2023
in the Board. He is the Chairperson of Finance and Technical
Committee. Currently Nathan is working as a Chief Officer in
the Ministry of Water and Irrigation in the Kitui County
Covernmcnt. I Ie has a Master of Business Administration from
the University of Nairobi and a Bachelor of Agribusiness
Management from Egerton University. Vungo is a Certified
Public Accountant of Kenya.

CPA Gladys Mami Wambua
Director KICO'l'EC

CPA Gladys Mami Wambua was born in l97l and is an lnterim
and Independent Director of KICOTEC. She was appointed on
3'd October 2023 in the Board. She is the Chairperson of HR and
Administration Committee. Currently Gladys is the Chief
Officer in the Ministry of Agriculture in Kitui County
Government. She has a Master of Business Administration from
the University of Nairobi and a degree of Bachelor of Arts in
Technology Management Studies from Moi University. Gladys
is a Certified Public Accountant of Kenya. She has over 28
years' experience in Finance and Accounting back ground and
Public Service.

VI
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Redemta Mary Matiti was bom in 1978 and is an lnterim and
Independent Director of KICOTEC. She was appointed on 3'd

October 2023 in the Board. Currently Redemta is a Director
Special Programmes in the County Govcmment of Kitui. Shc
has a degree of Master of Education llom Kenyatta University
and a degree of Bachelor of Education in the same University.
She is currently undertaking a Doctor of Philosophy in
Psychology. She has finished the course work and currently
working on Dissertation. She has over 28 years' experience in
Education sector and Kenya Revenue Authoriry.

Redemta Mary Matiti
Director KICOTEC

CPA Peter Mutie Yoma
Ag. CEO KICOTEC/Board
Secretary

t
t;

<i

t CPA Peter Yoma was bom in 1976 and is the Ag. CEO and
Finance & Administration Manager KICOTEC. He is also
acting as thc Board Sccrctary. Hc holds a Bachelor of Commerce
Accounting Major degree from Daystar University, He is a

Certified Public Accountant of Kenya. He has a diploma in
Business Management from University ofNairobi. Currently he
is pursuing Masters of Science in Finance, finished course work
now working on thesis in Kenyatta University. He is cunently
pursuing Certified Secretaries lntermediate Level. Peter has

over 19 years' experience in Finance department in dif'ferent
organization namely Bamburi Cement Co. Ltd, Spencon
lnternational Ltd in Kenya, Uganda & Tanzania, Peace Business
Group-Somalia & National Cement Co. Ltd (Simba Cement) as

a Senior Finance Manager. He has over 28 years' experience in
Finance & Accounting background.

/
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4. Key Management Team

Ben Jackson Micheni
Chief Executive Officer

Ben Jackson was born in 1973 and is the Chief
Executive Officer KICOTEC. He holds MBA -
Finance from University of Nairobi. He also has
Bachelor of Education from university o[Nairobi.
Ben has over 14 years' experience as a Chief
executive officer and over 7 years' experience in
various senior management positions in different
organizations.
Ben Jackson leli the company inMay 2024.

CPA Peter Mutie Yoma
Ag. CEO KICOTEC/Board Secretary

L..7

CPA Peter Yoma was bom in 1976 and is the Ag.
CEO and Finance & Administration Manager
KICOTEC. He is also acting as the Board Secretary.
He holds a Bachelor of Commerce Accounting
Major degree from Daystar University, He is a

Certified Public Accountant of Kenya. He has a

diploma in Business Management from Universify
of Nairobi. Currently he is pursuing Masters of
Science in Finance, finished course work now
working on thesis in Kenyatta University. He is
currently pursuing Certified Secretaries
lntermediate Level. Peter has over 19 years'
experience in Finance department in different
organization namely Bamburi Cement Co. Ltd,
Spencon International Ltd in Kenya, Uganda &
Tanzania, Peace Business Group-Somalia &
National Cement Co. Ltd (Simba Cement) as a
Senior Finance Manager. He has over 28 years'
experience in Finance & Accounting background.

Boniface Ndunda Kioko
Factory Manager

Boniface was bom in 1980 and he is the Factory
Manager KICOTEC. He has over 14 years'
experience in apparel industry. He has over 4 years'
experience as a factory manager and 12 years'
experience as an assistant manager and designer.
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Everlyne Tabitha Mwania
Supply Chain Manager

Tabitha was born in 1989 and she holds Bachelor of
Purchasing and Supplies Management degree from
Jomo Kenyatta University of Agriculture and
Technology. She also has a diploma in Supply chain
management from Nairobi Technical Training
Institute. She has over two years' experience as a
supply chain manager and over 6 years' experience
as a procurcmcnt officer.
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5. Chairperson Strtement

As the chairperson of the Kitui County Textile Ccntre Board of Directors, I hereby relcasc our annual

report for the year ended 3fth lune2024.

Operating Environment

In the past year, the apparel and garment making sector like many other sectors of the economy,

experienced diminished growth due to economic slowdown, intlation, increased cost of power,

climate change related factors such as the elnino rains and cash flow challenges affecting our country.

Thcsc challcngcs havc led to slow rcpaymcnt of KICOTEC outstanding dcbts lcading to limitcd

financial resources.

Due to these challenges, KICOTEC performed below expectations

Beginning of the FY 202412025, we continue to experience demand for our products. We are working

on modalities to ensure maximum retum f'rom our worktbrce by adopting best practices in the tirctory.

We shall continue to engage our stakeholders to ensure we deliver on our obligations towards them.

As a Board we remain guided by the provisions of The Kitui County Corporations Act, 201 9 section

5, to continue pertbrming to the best of our ability, the outlined functions and to operate in a socially

responsible manner with focus on operational efliciency, good governance and ensure best

managcmcnt and sustainabiliQ of KICOTEC as a County corporation.

Financial Performance

KICOTEC loss after tax decreased from Kes l4 million in the year 202212023 to a Loss after tax of
Kes I I million in the year 2023/2024. The operational costs in the year 2023/2024 was Kshs 49.5

million as compared to the previous year 2022/2023 which was Kshs. 54 million. 'l'he revenue tbr the

year 2023/2024 was Kshs. 4l million as compared to the previous year 202212023 which was Kshs.

45 million. The company endeavours to diversify its rcvenuc streams, engage morc customers to buy

its products in order to increase more revenue and realise high profits in future.

Future Plans

The Board shall endeavour to support KICOTEC management team to realise the corporation's

objectives.

x
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to acknowledge the role and dedication of KICOTEC Board of Directors, Kitui County

and our customers tbr their support, and thank management and employees of KICO'|'EC

their hard work throughout the financial year
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6. Report of the Ag. Chief Executive Ofiicer

General Overview

The annual performance for the company for the period ended 3fth June 2024 did not improve

signiticantly as expected. During the year under review, our revenue decreased by 6.79% compared

to the previous year. The loss for the same period was Kshs. I I million compared to a loss of Kshs.

l4 million in the prcvious ycar. a reduction brought about by cfliciency in operational costs.

We are working on reducing our operational costs, reduce outstanding debtors to ensure adequate

cash flow for the daily operations and reduction ofour supplier's portfolio.

Due to the experienced losses by the corporation, the capital injected by the shareholder continues to

decrease.

Information and Technology

Technology remains a game changer in service delivery and KICOTEC has to strategically position

itself to tap into technological advancement in order to enhance service delivery. Our plan is to

automate operations to increase business efficiency and reporting.

Regards

I take this opportunity to sincerely thank the Board of Directors and Kitui County Oovernment tbr

their strategic and policy guidance during the concluded financial year 202312024. I also wish to thank

the management and staff of KICOTEC, who havc continued to dischargc thcir mandatc with

commitment and dedication. Finally, my ggatitude goes to our customers and all those that have given

us moral and material support.

Kind regards

Peter Yoma

Ag. CEO

SIGN
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7. Statement of Performance against Predetermined Objectives for FY 202312024

Kitui County Textile Centre (KICOTEC) has 3 strategic pillars and objectives within the current

Strategic Plan tbr the FY 202312024. These strategic pillars/ themes/ issues are as fbllows:

Pillar l: Increased revenue

Pillar 2: Incrcascd customcr satisfaction

Pillar 3: Enhance institutional capacity

KICOTEC develops its annual work plans based on the above 3 pillars. Assessment of the Board's

performance against its annual work plan is done on a quarterly basis. The corporation achieved its

pcrformancc targcts sct for thc fY 202312024 period for its 3 stratcgic pillars, as indicatcd in thc

diagram below:

Pillar l:

Increase revenue

To Increase

our sales

-timely collection of

revenue and

invoicing of

customers

-lncrease customers

-increased production

- I ncreased

sales

-We didn't

achieve our

target for this

year. Next year

we are putting

a lot of efforts

to achicve this

pillar.

Pillar 2:

I ncreased customer

satisfaction

Good

customer

relations

-Less customer

complaints

Prompt handling of

customer issues

-lncreased customer/

stakeholder

participation

-Good

Customer

care services

-lmplement

an effective

feedback

mechanism

for customers

-Enhance

collaborations

between

customers

-Cood

customer

relations

though our

turnover went

down. We will

continue

Improving on

this pillar.

xul

Strategic
I oulective I Key Performance

i IndicatorsPillar/Theme/lssues
Activitir:s Achievcments



Kitui County Textile Centre
Kitui Counv Governmenl
Annual Re rt and Financial Statements for the ear ended Junc 30 2021.

and

stakcholdcrs

Pillar 3:

Enhance institutional

capacity

To attract

and retain

qualified

staff

-To increase

funding to

KICOTEC

-High productivity

-improved

performance

-increased

performance

-increased staff

motivation and

productivity

-timely collection of

Adequate financial

planning

revenue

-Ensure

optimal staff

complement

-Enhance

stafftraining

-Performance

management

and reward

-lmprove

revenue

collection

ef}iciency

-Enhance

effective

financial

management

-This pillar

was not fully

achieved

however next

year we will

put efforts to

achieve it.

-Qualified staff

in the

management

-Not well

achieved but

we are putting

new strategies

to achieve this

pillar next

year.

xlv



Type of Meeting No. of Meetings

Specialboard 4

Full Board 4

Finance & Technical Committee 3

IIR & Administration Committec 3

Audit & Risk Management Committee 2

Total 16

Board Commiffees

The board has approved the delegation of ccrtain authorities to thc board sub committecs whcre

applicable and to the management. The board has three committees which are guided by clear terms

of reference. The committees are instrumental in monitoring the company operations, systems and

internal controls. The committees arre as follows.

xv
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E. Corporate Governance Statement

Corporatc govemance is the process and structurc used to direct and manage busincss aflairs of the

company towards enhancing prosperity and corporate accounting with the ultimate objective of

realizing stakeholder's long term value.

The company conducts its operations in accordance with the principles of good corporate governance

as provided in the Kitui County Corporations (KICOTEC) regulations Act 2019.

Board of Directors

The composition of the board is compliant with good corporate governance practices and KICOTEC

rcgulations. Thc rolcs of the Chairpcrson and thc Chicf Exccutivc Officcrarc scgrcgatcd. Thc Chicf

Executive Officer is in charge of the day to day running of the business of the company. A non-

executive director acts as the Chairperson ofthe board.

The current board is composed of the Chief Executive Officer and seven other Directors drawn llom

various stakeholders. The board is therefore composed of committed individuals with diverse and

complementary skills to ensure that there is sutficient wealth of experience at board level.

Board Meetings

Board mectings are held every quartcr and in cxccptional circumstanccs as dictatcd by demand and

exigencies of operations.
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Finance & Technical Committee

Thc committee comprises of four non-exccutive directors and CEO KICOTEC as an cx-official. Thc

committee is chaired by a non-executive director and meets four times a year.

The role of the committee is to monitor and review the operational and financial performance of the

company against key performance indicators, identi$ing shortcomings and ensuring corrective

measures and action are taken.

The committee also reviews the compony's investment plans in capital expenditure and recommends

to the board for approval. The committee has also the responsibility of ensuring that the systems of
fi nancial controls arc cffcctivcly adm inistcrcd.

This committee oversees planning. coordination and execution of development and rehabilitation

projects to ensure expansion of reticulation system and improve efficiency in KICOTEC production

of goods & services.

Human Resources and Administration Committee

The committee comprises of tbur non-executive directors and a CEO as an ex-otficial. The committee

is chaired by a non-executive director and meets four times a year.

Thc committcc as well has thc responsibility of cnsuring the company has thc right stafI, at the right

place and doing the right thing. More so, the committee will ensure that staffwelfare is guaranteed.

Their terms of reference include but not confined to human resource planning, employee welfare.

recruitment. Training, perflormance appraisal, discipline, health and safety and HIV/AIDS.

Audit and Risks Management Committee

The committee comprises ol'lbur non-executive directors and a CEO as an ex-otlicial. The committee

is chaired by a non-executive director and meets four times a year.

This committcc ovcrsccs intcrnal audit, cxtcmal audit and intcmal controls of thc organization.

Planning. coordination and execution of development and reporting to ensure expansion of

reticulation system and improve efficiency in KICOTEC production of goods & services.

Director's Remuneration

The remuneration of non-executive directors consists of sitting allowances in connection with board

and committee meetings.

Process of appointment and removal of directors

Thc pcrsons appointed shall bc by namc and by notice in the Gazettc. Thc pcrson appointed shall hold

ollice for a term ofthree years, but shall on the basis ofsatisfactory performance be eligible for re-

appointment for one further term of three years. A board member can cease to be a member if he/she

isjudged a bankrupt.

xvl



p
Kitui Couny Textile Centre
Kilui Counly Government
Annual Report and Financial Statements for the year ended June 30, 2024.

Induction and training

After every end of the year, the directors undergo an induction and training, however the year under

review the directors didn't attend the induction and training due to cash flow problems.

Ethics and Conduct of directors

To show commitment of proper utilization and management of public resources and proper running

of corporation afl'airs, KICOTEC will develop a code of ethica to be signed by all board members. A

code of ethics provides guidance and direction in the manner in which members of the board of

dircctors arc cxpcctcd to conduct thcmsclves whcn handling mattcrs rclating to the company.

xvll
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9. Management Discussion and Analysis

Operational and Financial Performance

Income analysis

During the year ended 30th June 2024 The Kitui County Textile Centre raised total revenue of Kshs.

4l Million against a total revenue budget of Kshs. 303 million. The actual revenue was below our

expectations. This shows we didn't get a lot of business as per our expectations.

Expenditurc Analysis

During the financial year ended 30th June 2024 Kitui County Textile Centre incurred actual

cxpcnditurcs amounting to Kcs 49.5 million against budgetcd amount totalling to Kshs. 257 million.

The Actual expenditures were lower than what we had budgeted due to lower business operations

than what we had expected.

Statement of the Financial Position

The statement of the financial position indicates that Kitui County Textile Centre closed the financial

year ended 30th June 2024 with total assets worth Kes 201 million as compared to Kes 205 million

from the previous period.

Major Risks

Operational risks

KICOTEC has not automated its operations, this is a risk which can contribute to inadequate internal

controls which can result into losses. Plans are underway to automate KICOTEC operations.

Risks lVlitigation Strategies

When a production team embarks on a new project, there are inherent risk that can be associated with

a new project's processes. However, some strategies can help mitigate these risks as well as anticipate

the conscqucnccs ofthcsc risks. Thcsc strategies can be uscd to idcntifo, assess, cvaluatc and monitor

risks and any other accompanying consequences.

Market risks

Market risk is the risk of losses in positions arising from movements in market variables like prices

and volatility. KICOTEC is likely to face these challenges as a result of materials and accessories

change of prices in the market.

Liquidity Risks

Inability to mcct short term financial demands. This usually occurs due to inability to convert assets

like debts to cash. KICOTEC experienced financial challenges during the financial year ended 30th

June 2024 whereby it was not able to meet some of the daily operations as a result of cash flow

problems.

xv l
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Compliance with statutory Deductions

KICOTEC has strived to meet its statutory obligations. This includes regulatory fces, Taxes, NHIF,

NSSF and not forgetting pension service providers as directed by employees. One of the strategies in

place is to ensure we have cleared all the outstanding arrears when we have available cash flow.

Political Risks

Changes in government regime especially in the county government is most likely to afl'ect KICOTEC

sustainability and viability because of diftbrent ideologies.

Business Risks

Global pandcmics and wars arc likcly to affcct busincss opcrations of KICOTEC duc to high cost of

living as a result of price changes ofour raw materials and accessories.

xlx
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10. Environmental and Sustainability Reporting

Kitui County Textilc Centre - KICOTEC being a public cntity embraces the policy of corporatc social

responsibility (CSR) througfi engaging herself with the following amongst many social

responsibilities Offering both social and economic support to the external community through

provision of casual labour opportunities and supplies wherever such opportunities arise. KICOTEC

in conjunction with the county government of Kitui has embarked on a massive marketing for

KICOTEC products to ensure that our products remain competitive and relevant in the market which

will also ensure sustainability

Environ mental performance

Active participation in tree planting in collaboration with Kitui Counfy. KICOTEC is looking forward

to participate in tree planting in various primary and secondary schools. The corporation also engages

in planting of trees in the surroundings.

Employee Welfare

KICOTEC otlbrs equal employment to all irrespective of gender, race, tribe, religion etc. Theretbre,

transparency in recruitment and selection process is key.

KICOTEC offcrs intemship and industrial attachment to the youth from thc surrounding community

and institutions participating in environmental awareness

We believe our responsibility extends beyond the statutory obligation to comply with the legislation

and therefore voluntary take action to improve the quality of life among our employees and their

families, local communities and society at large.

We are dedicated to creating a workplace that is sat'e, tair and enriching. Satbty procedures and

programs are constantly monitored and improved to help ensure that our employees work safely.

Market Place Practices

KICOTEC is a com.rption free zone and has cultivated a culture of integrity within its employee

complement. The corporation ensures high quality products are supplied to the market through

vigorous quality checks.

Community Engagements

The corporation has been in the fore front in impacting the communiW positively especially women

groups. KICOTEC has engaged numerus women group in training and empowering them with skills

in the apparel industry
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I l. Report of the Directors

Thc Directors submit their report togcther with the audited financial statemcnts for thc ycar endcd

June 30, 2024. which show the state of the Companies affairs.

i) Principal activities

The principal activity of the entity is to manage textile manufacturing in the county in accordance

with Kitui County Corporations Act 2019, promote best practices in and regulate production,

processing and marketing of apparel, garments and textiles.

The principal activities of the Entity are ....

ii) Results

Deta ils 2023t2024 2022t202i

Shs Shs

Profit /loss before tar (15,115,415) (19,660,.t9.t)

Tax 3.778.854 4.9t5.I23

Profit/Loss after tax ( I I,336,562) (14,745,370)

DIVIDENDS

The directors recommend no payment of dividends since the company made a loss.

The results ofthe Entity for the year ended June 30,2024. are set out on page one to six

iii) Directors

The directors who held otlice during the year and to the date of this report are shown on page V. In

accordance with the Kitui County Corporations Act, no Director is eligible to retire by rotation

iv) Auditors

The Auditor-General is responsible tbr the statutory audit of KICOTEC in accordance with Article

229 of the Constitution of Kenya 2010 and the Public Audit Act 2015.

By Order o ard

Name 16*^rq
Corporation Secretary/Secretary to the Board
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12. Statement of Directors Responsibilities

Section 164 of the Public Finance Management Act,20l2 and Kitui County Corporations Act,20l9

require the Directors to prepare financial statements in respect of that Entity, which give a true and

fair view of the state of affairs of the Company at the end of the financial year/period and the operating

results of the Company for that year/period. The Directors are also required to ensure that the

Company keeps proper accounting records which disclose with reasonable accuracy the financial

position of the Company. The Directors are also responsible for satbguarding the assets of the

Company.

Thc Directors arc responsiblc for thc prcparation and prcscntation of thc Company's financial

statements. which give a true and fair view of the state of affairs of the Company for and as at the end

of the financial year (period) ended on June 30,2024.This responsibility includes: (i) Maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period; (ii) Maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the Entity; (iii) Designing, implementing

and maintaining intemal controls relevant to the preparation and fair presentation of the financial

statemcnts, and ensuring that thcy are free from material misstatcments, whether due to crror or fraud;

(iv) Safeguarding the assets of the Company; (v) Selecting and applying appropriate accounting

policies; and (vi) Making accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Company's financial statements, which have been prepared

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

in confbrmity with lntemational Public Sector Accounting Standards (IPSAS), and in the manner

required by the PFM Act,2012 and Kitui County Corporations Act,2019. The Directors are of the

opinion that thc Company's financial statcmcnts givc a truc and fair view of thc state of Company's

transactions during the financial year ended June 30. 2024. and ofthe Company's hnancial position as

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

the Company, which have been relied upon in the preparation of the Company's financial statements

as well as the adequacy of the systems of intemal financial control.

In preparing the tinancial statemenB, the Directors have assessed the entity's ability to continue as a

going concern. Nothing has come to the attention of the Directors to indicate that the Company will

not remain a going concem for at least the next twelve months from thc date of this statement.
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Company's financial statements wcrc approvcd by the Board on
n
.<drt I 2024 and

S on its behalf by:

ame )b" Q.a* Mr[no Name( 0L{e/ ^G,-"ro
of the Board Accounting Officer
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NAIROBIOFF!CE OF THE AUDITOR.GENERAT

I',rthunt irtg .'lct rtutt tultiIiIr

REPORT OF THE AUDITOR-GENERAL ON KITUI GOUNTY TEXTILE CENTRE FOR
THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements;

B. Report on Lavvfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose; and,

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kitui County Textile Centre set
out on pages 1 to 40 which comprise of the statement of financial position as at
30 June, 2024 and the statement of financial performance, statement of changes in net

Report of the Audilor-General on Kitui Counq, Textile Centrelor the yeor ended 30 June, 2024



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 policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. 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.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Kitui County Textile Centre as at 30 June,2024 and of
its financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Kitui County Corporation Act, 2019 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0 Long Outstanding Trade and Other Receivables

The statement of financial position and as disclosed in Note 13 to the financial statements
reflect trade and other receivables balance of Kshs.81,054,532. However, review of the
ageing analysis indicated that debts worth Kshs.62,119,867 or approximately 77% of the
total debts were over 180 days old. Management did not demonstrate any tangible efforts
to recover the long outstanding amounts and therefore the recoverability of the debts is
doubfful. Further, the entity does not have a Bad Debts Management Policy and has not
set a specific provision for the long outstanding debts despite the collectability of the debts
being doubtful.

ln the circumstances, the accuracy, completeness and recoverability of trade and other
receivables balance of Kshs.81 ,054,232 could not be confirmed.

Item Financial
statement amount

(Kshs)

Supporting schedule
amount (Kshs)

Trade and other
receivables

81,642,072 587,140

Gross Sales of
goods (KIKOTEC)
account

48,633,222 48,740,742 107,520

lnventories 20,249,749 20,313,147 63,398

Report of the Auditor-Generol on Kilui County Textile Centre for the year ended 30 June, 2024
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2.0 Variances between Financial Statements and Supporting Schedules

Review of records revealed the following unexplained variances between the amounts
reflected in the financial statements and the supporting schedules.

Variance
(Kshs)

81,054,932.



ln the circumstances, the accuracy and completeness of trade and other receivables,
gross sales and inventories could not be confirmed.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final revenue budget
and actual on comparable basis of Kshs.303,000,000 and Kshs.41 ,925,191 respectively
resulting to under-funding of Kshs.261,074,809 or approximately 86% of the budget.

The under-funding may affect the planned activities and may impact negatively on service
delivery to the public.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other Matter

1. Unresolved Prior Year Audit Matters

ln the audit report of the previous year, several issues were raised under the Report on
Financial statements, Report on Lawfulness and Effectiveness in Use of Public
Resources and Report on Effectiveness in lnternal Controls, Risk Management and
Governance. However, Management has not included the issues in the report nor
resolved them and has not explained failure to adhere to the provisions of the reporting
template as prescribed by the Public Sector Accounting Standards Board.

2. Material Uncertainty Related to Going Concern

The statement of financial performance reflects deficit for the year of Kshs.11,336,562
(Deficit of Kshs.14,745,370 in 202212023). ln addition, the statement of financial position
reflects total current liabilities of Kshs.114,603,069 against total current assets of
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The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Kitui County Textile Centre Management
in accordance with ISSAI 130 on the 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.

My opinion is not modified in respect of this matter.



Kshs.105,204,336 resulting in a negative working capital of Kshs.9,398,733. The
unfavorable financial status implies that the Company may not be able to meet its financial
obligations as and when they fall due. Further, the Directors have not made specific
disclosure on the risk of going concern status of the Company or indicated the measures
put in place to stop the loss-making trend and return the Company to profitability.

ln the circumstances, the Company's sustainability is dependent upon continued support
from the County Government, shareholders and creditors.

Other lnformation

The Management is responsible for the other information set out on pages iii to xxiii which
comprise of Key Entity lnformation and Management, The Board of
Directors/Management, Key Management Team, Chairperson's statement, Report of the
Ag Chief Executive Officer, Statement of Performance Against Pre-determined
Objectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of Directors and Statement of
Directors Responsibilities, The other information does not include the financial statements
and my audit report thereon.

ln connection with my audit on the Kitui County Textile Centre financial statements, my
responsibility is to read the other information and in doing so, consider whether the other
information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated. lf based on the work
I have performed, I conclude that there is a material misstatement of this other
information, I am required to report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the other information and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

1.0 Non-Remittance of Statutory Deductions

Review of records on statutory deductions revealed that the entity had not remitted to the
relevant Authorities Kshs.7,651,145, Kshs.91,806 and Kshs.2,501,594 in respect to
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PAYE, Housing Levy deductions and National Social Security Fund respectively. This is
contrary to Regulation 22 (2) (a) of the Public Finance Management (County
Governments) Regulations, 2015, which requires Accounting Officers to comply with any
tax, levy, duty, pension, commitments and audit commitments as may be provided for by
legislation.

2.0Non - Compliance with the Law on Fiscal Responsibility on Wage Bill

The Statement of financial performance and as disclosed in Note 7 to the financial
statements reflect employee costs of Kshs.34,501,9'14 or approximately 82oh of the total
revenue of Kshs.41 ,925,1 91 . This is contrary to the provisions of Regulation 25(1) (a) and
(b) of the Public Finance Management (County Governments) Regulations, 2015, which
stipulates that, (a) the County Executive Committee Member with the approval of County
Assembly shall set out a limit of County Government expenditure on wages and benefits
for its Public Officers which shall not exceed thirty-five percent (35%) of the County
Government's total revenue.

ln the circumstances, Management was in breach of law.

3.0Non-Compliance with the Reporting Template

Review of the financial statements revealed the following presentation and disclosure
errors

i. Passport photo for one Board member is missing on page vi.

ii. Details on whether the secretary is a member of the lnstitute of Certified Secretaries
as required under the Mwongozo Code.

iii. Report of the Directors does not indicate the pages for the results of the entity.

iv. Failure to use the direct method on cashflow presentation as prescribed by the
Board.

ln the circumstances, Management did not comply with the reporting template as
prescribed by the Public Sector Accounting Standards Board.

The statement of financial position and as disclosed in Note 15 to the financial statements
reflect trade and other payables balance of Kshs.111,552,441. However, review of
supporting schedules revealed that payables amounting to Kshs.98,607,932 or
approximately 88o/o have been outstanding for more than one year. This is contrary to
Section 94 (1) (a) (i) of the Public Finance Management Act, 2012 which states that a
State organ or Public entity is in serious material breach or persistent material breach if

Report of the Audilor-General on Kitui Coun\, Textile Centrefor the year ended 30 June, 2024
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ln the circumstances, Management was in breach of the law.

4.0Long Outstanding Trade and Other Payables



the State organ or Public entity fails to make any payments as and when due. ln addition,
Management did not provide for audit review measures put in place to settle the liabilities.

ln the circumstances, Management was in breach of law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require that I comply with ethical requirements and plan and perform the audit to obtain
assurance about whether the activities, financial transactions and information reflected in
the financial statements comply in all material respects, with the authorities that govern
them. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 2015 and based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on the Effectiveness of lnternal Controls, Risk Management and Governance
section of my report, I confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1.0. Lack of Risk Management Policy and Strategy

Review of internal control records and informatron provided by Management revealed that
the Company lacks a Risk Management Policy, contrary to Regulation 158 (1)(a) of the
Public Finance Management (County Governments) Regulations, 2015 which requires
the Accounting Officer to ensure that the County Government entity develops risk
management strategies, which include fraud prevention mechanism and a system of risk
management and internal control that builds robust business operations.

ln the circumstances, the Company is exposed to possible loss of funds and interruption
of business operations.

2.0. Lack of Information Communication Policy (lCT) Policy

As previously reported, review of Kitui County Textile Centre lnformation Communication
Technology (lCT) environment revealed that the Textile Centre did not have an approved
ICT Policy in place to enable the entity to manage business processes for delivery of
services to the public in an effective and efficient manner. Lack of automated system and
ICT Policy may lead to loss of data confidentiality, inaccuracies, lack of reliability and
integrity thereby leading to ineffective operations.

ln the circumstances, effectiveness of internal controls on management of ICT could not
be confirmed.

Report of the Auditor-General on Kitui County Textile Centefor the year ended 30 June, 2021
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
centre's, ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply 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 centre's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Report of the Auditor-General on Kitui Counq,Textile Centre for the year ended 30 June, 2024
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Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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 an effective way. ln addition, I

consider the entity's control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7 (1) (a) of the Public Audit
Act, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constitution.

Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oaokenva qo. ke/aud itor-qenerals-
responsibilities-for-audiV. This descri ption forms part of my auditor's report

FCPA a BS
AUDITOR-GENERAL

Nairobi

31 December,2024

r-ts ]\
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Kitui County Textile Centre
Kitui Cottnty Government
Annual Report and Financial Statements for the year ended June 30, 2024.

Revenue from exchange transaclions

Sale ol goods 4 4l,e25,Iel 44,979,679

Total revenue

Cost of Sales 5

41,925,191

(7.443.6e8)

44,979,679

(t0,627,504)

C ross Profit 34,{81,493 31,352,175

Expenses

Usc of goods and scrviccs 6 3.774,482 6.380.048

Employee costs 7 34.501,914 35,903.864

Board Hxpcnscs 3 I.470,000 1.422.928

Depreciation and amorti;zation expense 9 9,850.5 t 3 10.305.E29

Total expenses 49,596,909 5,1,012,669

Surplus/ (deficit) before tax (t5,t 15,415) ( 19,660,494)
'l-axation l0 3.778.854 4.91 5.I 23

Su rplus/(deficit) for the period/year (t 1,336,562)

Rcmission to County 'ltcasury

Net Surplus for the year (l1,336,562) ( 14,745,370)

14. Statement of Financial Performance for the vear ended 30 June 2024

The notes set out on pages 25 to 38 form an integral part ofthese Financial Statements. The Financial
Slatements set out on pages I to 6 were signed on behalf of the Board of Directors by:

N"-u,\r .Qca@Fn*tii' Name:

Chairman of the Board Accounting Officer

%At )6,no Name:

.-G.,-t 
tS

o"," )(a1lr,1 Date LslCr\

Head of Finance

ICPAK M/'llo: ?5 +80'
Date A:loQ\.+ '

\

Note 2023/2024 2022t21t23

Ks hs Kshs

( t 4,745,370)



Kilui County Textile Centre
Kitui Cottntv Government
Annual Report and Financial Statements for the year ended June 30, 2024.

l5 >trtement of Financial Position as at 30 .lune 2024

Assets

Non-current assets

Property, plant and equipment

Deferred tax

t2

t6

65,1 1 7,31 1

30,264,567

74.967,824

26,485,713

Total non-current assets l0l,453,537

Cu rrent assets

lnventories t2 20,249,749 19,264,112

Trade and other receivables t3 81,054,232 83,493,073

Cash and cash equivalents t4 3,900,055 714.758

'fotal current assets 105,204,336 103,471,943

TOTAL ASSETS 200,586,214 204,925,480

EQT]ITY AND LIABILITIES
Capital and reserves

Capital injected ll 168,608,089 r 68,608,089

Retained earnings (82,624,946) (7 r ,288,384)

Capital and Reserves 85,983,143 97,319,705

Non-currcnt liabilitics
Deferred tax

Total non-current liabilities

Current liabilities

Trade and other payables l5 I I I,552,441 104,555,147

Current Tax 3,050,628 3,050,628

'l-otal current liabilities I14,603,069 107,605.775

TOTAL EQUITY AND LIABILITIES 200,586,212 204,925,480

2

\ ote
I

2023t21t21 21t7,2t2023

Kshs Kshs

95,381,878
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financial statements set out on pages I to signed on behalfofthe of Directors by:

l

"-", b", Q"ut, MrrL. aA'ils Namc:

Head of Finance

ICPAK M/No:

Date

^Qx\'\J)Name:

hairman of the Board Accounting Oflicer

Date,. r(cn \r.P t(oa (e.p o1". lrt,

J



Kitui County Textile Centre
Kitui County Government
Annual Report and Financial Statements for the year ended Jtne 30,2024.

16. Statement of Changes in Net Assets for the year ended 30 June 2024

Equity Changes Capital Injected

Shs

Accumulated

Profit/losses

Total

Note Shs Shs

At July 1,2020 166,219,549 6,996,676 173,116,225

Capital injected by Kitui County Govemment 202012021

l0

2,388,540 2.388,540

Total comprehensive profit/(loss) for the year 2020/2021 4,013,943 4,0t3,943

As at June 30, 2021 168,608,089 10,910,619 179,518,708

As at July 1,2021 168,608,089 10,910,619 179,518,708

Capital injected by Kitui Count-,v- Government 202112022

Total comprehensive profit/(loss) for the year 202112022 (67,453,633) (67,453,633)

Dividend Declared

As at June 30,2022 I68,608,089 (56,543,014) I12,065,075

As at July 1,2022 168,608,089 (56,543,014) I12,065,075

.l
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Kitui County Government
Annual Report and Financial Statements for the r ended June 30, 2024.

Capital injected by KituiCounty Government 202212023

(14,745,370) (14,74s,370)Total comprehensive profitr(loss) for the year 202212023

Dividend Declared

168,608,089 71,288,384 97,319,705As at June 30,2023

168,608,089 7l,288,384 97,319,705As at July 1,2023

Capital injected by Kitui County

Government 202312024

(11,336,562) (r1,336,562)Total comprehensive profit/loss for the year 202312024

Dividend Declared

r68,608,089 (82,624,946',) 85,983,143As at.Iune 30,2024
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Kitui County Textile Centre
Kitui Cottnty G overnment
Annual Report and Financial Statements for the year ended June 30, 2024.

17. Statement of Cash Flows for the vear ended 30 June 2024

Cash flows from operating activities

Profit before tax (r5,115.4r5) ( 19.660.494)

Add back: Non-cash items

Depreciation on property, plant and equipment ll 9,850,5 r 3 10,305,829

Cash before operating activities (5,264,902) (9,354,664)

Changes in working capital

Cash generated from/(used in) operations

Increase/Decrease in lnventories (985,637) (77s,685)

lncrease/Decrease in Trade and other receivables 2.438,541 (22,08s,r 56)

Increase/Decrease in Trade and other payables 6,997,294 l 6,885, r 09

Net Cash from Operating Activities ( 15,330,396)

l'ax paid

Net cash from operating activities 3, | 85,296 (t 5,330,396)

Investing activities

Purchase ofproperty, plant and equipment ll
Net cash from investing activities

Financing activities

Capital injection by Kitui counfy Govemment

Net cash generated from financing activities

Increase in cash and cash equivalents 3, r 85,296 ( l 5,330,396)

Movement in cash and cash equivalents

At start of year 2023 714,758 16,045,154

Increase/decrease for the year 3.18s.296 ( 15,330,3e6)

At end ofyear 202312024 t4 3,goo,o54 714,758

6

Note

2023t2021 l 12022t2023
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3,185,296
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lE. Statement of Comparison of Budget and Actual amounts firr the year ended 30 June 2024

a b g=16+b) d s=(c_d)
f=d/c* I

00

Revenue

Sale ofgoods 303,000,000 303,000,000 41,92s,r91 261 ,074,809 t3.83%

Transfers from County Govemment of
Kitui

Total lncome 303,000,000 303,000,000 41,925,191 261,074,809 13.830h

Expenses

Compensation of employees (Staff Cost) 74,e60,000 74,960,000 34,901,514 40,058,486 47.560/o

Use of goods & Services 120,000,000 120,000,000 7,443.698 112,556,302 6.2%

Other payments 62,421,000 62,421,000 t7 ,043,37 I 45,377,629 27.3o/o

Total Expenditure 257.381,000 257,381,000 59,388,583 197,992,417 23.07o/"

Surplus for the period l9,l19,000 l9,l19,000 (17,463,392) 36,582,392 91.340/(

Capital Expenditure 26,500,000 26,500,000 26,500,000

7
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were glve us more NCSS

as anticipated due to luck ofcapital.

The use of goods & other services, administrative expenses, selling & distribution was generally affected by the limited orders
from our customers.
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19. Notes to the Financial Statements

l. General lnformation

Kitui County Textile Centre is domiciled in Kenya where it is incorporated under the Kitui

Counfy Corporation Act,20l9. The address ofits registered oflice and principal place of

business is as set out on page 2.

The principal activitv of the entity is to manage textile manufacturing in the county in

accordance with Kitui County Corporation Act 201 9. promote best practices in and regulate

production, processing and marketing of apparel. garments and textiles.

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 liabilities at their present value.

The preparation of financial statements in conformity with Intemational Public Sector

Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also

requires management to exercise j udgement in the process of applying the company's

accounting policies. The areas involving a higher degree ofjudgement or complexity, or

where assumptions and estimates are sigrrificant to the financial statements, are disclosed

in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Company. The frnancial statements have been

prepared in accordance with the PFM Act, the State Corporations Act and International

Financial Reporting Standards (IFRS). The accounting policies adopted have been

consistently applied to all the yerus presented.

9
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3. Adoption of New and Revised Standards
i. New and amended stondards and inlerpretations in ksue eflective in the year ended

30 June 2024.
There were no new and amended standards issued in the tinancial year.

ii. New and amended stondords ond interpretolions in issue but not yet effective in the
year ended 30 June 2021.

Applicable l" January 2025
The objective of this standard was to improve measurement guidance
across IPSAS by:

i.Providing further detailed guidance on the
implementation of commonly used measurement bases

and the circumstances under which they should be used.
ii.Clarifring transaction costs guidance to enhance

across IPSAS

IPSAS 43 Applicable l" Jonuory 2025
The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that
lessees and lessors provide relevant information in a manner that
faithfully represents those transactions. This information gives a basis
for users of financial statements to assess the effect that leases have
on the financial position, financial performance and cash flows ofan
Entity.
The new standard requires entities to recognise. measure and present
information on right of use assets and lease liabilities.

IPSAS 44l. Non-
Current Assets Held
for Sale and
Discontinued
Operations

Applicoble l" Jonuaqt 2025
The Standard requires, Assets that meet the criteria to be classified as

held for sale to be measured at the lower of carrying amount and fair
value less costs to sell and the depreciation of such assets to cease
and:
Assets that meet the criteria to be classified as held for sale to be
presented separately in the statement of tinancial position and the
results of discontinued operations to be presented separately in the
statement of fi nancial performance.

IPSAS 45- Propcrty
Plant and
Equipment

Applicable l" tanuary 2025
The standard supersedes IPSAS l7 on Property, Plant and Equipment.
IPSAS 45 has additional guidance/ new guidance for heritage assets,
infrastructure assets and measurement. Heritage assets were
previously excluded from the scope of IPSAS 17 in IPSAS 45,
heritage assets that satis$/ the definition of PPE shall be recognised
as assets if they meet the criteria in the standard. IPSAS 45 has an
additional application guidance for infrastructure assets,

implementation guidance and illustrative examples. The standard has
clarified existing principles e.g. valuation of land over or under the
infrastructure assets, under- maintenance of assets and distinguishing
significant parts of infrastructure assets.

IPSAS 46
Measurement

consist

l0
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ear ended June 30, 2024.

iii. Eorly adoplion of standords

The Entity did not early - adopt any new or amended standards in the financial year

iii.Amending where appropriate guidance across IPSAS
related to measuremenl at recognition, subsequent
mcasurcmcnt and mcasurcmcnt rclatcd disclosures.

The standard also introduces a public sector specific measurement
bases called the current operational value.

IPSAS 47- Revenue Applicable l" January 2026
'l'his standard supersedes IPSAS 9- Revenue liom exchange
transactions, IPSAS l l Construction contracts and IPSAS 23
Revenue from non- exchange transactions. This standard brings all
the guidance of accounting for revenue under one standard. The
objective of the standard is to establish the principles that an entity
shall apply to report useful information to users of financial
statements about the nature, amount, timing and uncertainty of
revenue and cash flow arising from revenue transactions.

IPSAS 48- Transfer
Expenses

Applicoble I" January 2026
'l'he objective of the standard is to establish the principles that a

transfer provider shall apply to report useful information to users of
financial statements about the nafure, amount. timing and uncertainty
ofexpenses and cash flow arising from transfer expense transactions.
This is a new standard for public sector entities geared to provide
guidance to entities that provide transfers on accounting for such
transfers.

IPSAS
Retirement
Plans

49-
Benefit

Applicable I" Januory 2026
The objective is to prescribe the accounting and reporting
requirements for the public sector retirement benefit plans which
provide retirement to public sector employees and other eligible
participants. '[ he standard sets the financial statements that should be
presented by a retirement benefit plan.

ll
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4. Summara of Significant Accounting Policies
a) Revenue recognition

i) Revenue from non-exchange tronsactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment 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 company and can be measured reliably. To the

extent that there is a related condition attached that would give rise to a liability to repay the

amount. the amount is recorded in the statement of financial position and realised in the

statement of financial performance upon fulfilling the conditions set.

Levies, Fincs, ud penalties

The company recognizes revenues from Lcvies, Fines, and penaltics when the event occurs and

the asset recognition criteria are met.

Revenue from erchen ge trencections

Rendering of services

The Entity 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 labour 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 ofgoods

Revenue from the sale of goods is recogrrized when the significant risks and rewards of

ownership have been ransferred 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 company.

2

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.



Kirui County Textile Centre
Kihti Counry Government
Annual Report and Financial Statements for the year ended June 30, 2024.

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 investment properties is accounted for on a

straightJine basis over the lease terms and included in revenue.

b) Budget information

The original budget for the Current FY was approved by the Board of directors on 30 May

2023. Subsequert 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. Accordingly, the Company didn't record

additional appropriations. The Company'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 ofexpenses 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 ofbudget and actual

amounts, prepared on a comparable basis to the approved budget, is then presented in the

statement of comparison of budget and actual amounts. In addition to the Basis difference,

adjustments 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 amounts and the actuals as per the

statement of financial performance has been presented under page 7 of 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 compute the amount are those that are enacted or substantively enacted, at the reporting

date in the area where the comlruny 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 hnancial performance. Man€ement periodically evaluates positions taken in the

l3
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tax retums 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,

cxcept in respect of taxablc tcmporary differenccs associated with investmcnts 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 recognized for all deductible ternporary differences, the carry forward

ofunused tax credits and any unused tax 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 diflbrences associated with investments in controlled

entities, associates and interests injoint 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 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 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. Deferred tax items are recognized in correlation to the underlying transaction in net

assets. Deferred 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 taxes

relate to the same taxable Compctny and the same taxation authority.

t4
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Sales lox

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

i) When the sales tax incurred on a purchase ofassets or services is not recoverable 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.

ii) When receivables and payables are stated with the amount of sales tax included

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) Investment property

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. Investment property acquired tkough a non-

exchange transaction is measured at its fair value at the date of acquisition. 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

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 directly attributable to the acquisition of

the items. When significant parts of property, plant and equipment are required to be replaced

at intervals, the Entity 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.
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0 Leases

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

ownership of the leased item to the Compary'. 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 Enlity 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 ofthe 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 company will obtain ownership of the asset by the end of the lease term. the

asset is depreciated over the shorter ofthe 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 company. Operating lease payments are recogrized as

an operating expense in surplus or deficit on a straightline basis over the lease term.

l6
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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 recogrrition. 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 expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indehnite. Intangible assets with an indefinite

useful life are assessed for impairment at each reporting date.

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 company can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be

available for use or sale.

ii) Its intention to complete and its ability to use or sell the asset.

iii) How the asset will generate future economic benefits or service potential

iv) The availability of resources to complete the asset.

v) The ability to measure reliably the expenditure during development.

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

annually with any impairment losses recognized immediately in surplus or deficit.

i) Financialinstruments

I PSAS 4 I addresses the classification, measurement and de-recogrrition of financial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment rnodel

for hnancial assets. The company does not have any hedge relationships and therefore the new

hedge accounting rules have no impact on the Company's financial statements. A financial

instrunent is any contract that gives rise to a financial asset ofonc entity and a I'inancial liability

or equity instrument of another entity. At initial recognition, the entity measures a financial

zrsset or financial liability at its fair value plus or minus, in the case of a financial asset or

financial liability not at fair value through surplus or deficit, transaction costs that are directly

attributable to the acquisition or issue ofthe financial asset or financial liabilily.
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i. Financial assets

Classification of financial assets

The entity classifics its financial assets as subsequcntly measured at amortised cost, lair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity's management model for financial assets and the contractual cash flow characteristics of

the financial asset. A financial asset is measured at amortized cost when the financial asset is

held within a management rnodel whose objective is to hold financial assets in order to collect

contractual cash flows and the contractual terms of the financial asset give rise on specified

dates to cash flows that are solely payments of principal and interest on the principal

outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contractual cash

flows and selling financial assets and the contractual terms of the financial asset give rise on

specified dates to cash flows that are solely payments ofprincipal and interest on the principal

amount outstanding. A financial asset shall be measured at fair value through surplus or deficit

unless it is measured at amortized cost or fair value through net assets/ equity unless an entity

has made irrevocable election at initial recognition for particular investments in equity

instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entiry classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to ceftain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely paymens of principal and interest. and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that

is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income from

these financial assets is included in finance income using the effective interest rate method.
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Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the

financial assets, where the assets' cash flows represent solely payments of principal and

interest, are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, except for the recognition of impairment gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in surplus/deficit.

Interest income lrom thcse financial assets is i-ncluded in finance income using the effective

interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

vear end.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for arnortized cost ol fair value through net assets/

equity are measured at fair value tkough surplus or deficit. A business model where the entity

manages financial assets with the objective of realizing cash flows through solely the sale of

the assets would result in a fair value through surplus or deficit model.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated

with its financial assets carried at amortized cost and fair value through net assets/equify. The

entity recognizes a loss allowance for such losses at each reporting date. Critical estimates and

significant j udgments made by management in determining the expected credit loss (ECL).

ii. Financialliabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

i) Inventories

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 ofthe inventory
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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:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost ofdirect materials and labour and a proportion

of manufacturing overheads based on the normal operating capacity but excluding

borrowing costs.

After initial rccognition. inventory is measured at thc lower o[ 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 ofoperations, 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 company.

k) Provisions

Provisions are recognized when the company has a present obligation (legal or constructive) as

a result ofa past event, it is probable that an outflow ofresources embodying econornic 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 company expects some or all of a provision to be

reirnbursed, 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 performance net of any reimbursement.

l) Contingentliabilities

The Entity does not recogrize 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.

m) Contingent assets

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

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

future events not wholly within the conhol of the Entity 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
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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 staternents of the period in

which the change occurs.

n) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements

o) Changes in accounting policies and estimates

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

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

impractical.

p) Employee bcnefits

Retirement benefit plans

The Entity provides retirement benefits for its ernployees 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 further

contributions if the fund does not hold sufficient assets to pay all employee benefits relating to

employee service in the current and prior periods. The contributions to fund 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 unit 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 the post-employment benefit obligation.

q) Foreign cu rrency transactions

Transactions in foreign currencies are initially accounted lor 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 initialty recorded during the period.

are recognized as income or expenses in the period in which they arise.
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r) 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 incurred. Capitalization ceases when construction of

the asset is complete. Further borrowing costs are charged to the statement of financial

performance.

u) Cash and cash equivalents

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

and highly liquid investrnents with an original maturity of three months or less, which ar-e

readily convertible to known amounts ofcash 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 ofthe financial year.

.).,

s) Related parties

The company regards a related party as a person or an Entity with the ability to exert control

individually or jointly, or to exercise significzurt influence over the company.

t) Service concession arrangements

The company analyses all aspects of service concession arangements that it enters in

determining the appropriate accounting treatment and disclosure requirements. In particular,

where a private party contributes an asset to the arrangemenl. the company recognizes that asset

when. and only when. it controls or regulates the 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 ofthe arrangement. Any assets so recognized

are mea;ured at their fair value. To the extent that an asset has been recognized, the conrpany

also recognizes a corresponding liabiliry, adjusted by a cash consideration paid or received.
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v) Comperative figu res

Where necessaqr, comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

w) Subsequent events

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

financial statemcnts for the year ended June 30,2024.

l

l

I
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5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the company 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 adj ustrnent 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 conceming 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 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

developrnents 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 I .140

Useful lives and residual value

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the Entity.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature of the processes in which the asset is deployed.

d) Availability of fi,rnding to replace the asset.

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management delermined an estimate based on the inlormation

available. Additional disclosure of these estimates of provisions is included in Note 40.

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. E.g. provision for bad debts.
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4.Sale of Goods

Revenuo

Gross sales of goods (KICOTEC account)

Less: Value added tax on gross sales

Total (sale of ppe's, uniforms and other garments)

5.Cost of sales

Cost of sales on goods

Total cost of salss

6.Use of goods and Services

Electricity and water

Communication services and supplies

Transportation, travelling and subsistence

Stationery supplies and services

Advertisement Expenses

Hospitality supplies and services

Training Expense (including capacity building)

Refined Fuel

Bank charges and commissions

Office and general supplies and services

Other operating expenses

Routine Maintenance vehicle & other transport

Tota! use of goods and services

T.Employee costs
Salaries and wages - Production
Salaries and wages - Administrative
Total salaries and wages

The average number of persons employed during
The year, by category, were:
Production
Management and administration
Total

2023t2024
Shs

48,633,222

(6.708.031)

2022t2023
Shs

52,176,428

(7.196.749)

41,925 191 44 979 679

7,443 698 10 627 504

7,443,698 10,627,504

2023t20?4

1,760,656

555.000

2022J2023

1,454,516

238.'t60

't,'165,745

't92,440

84,188

96,000 15,000

51,@0

- 638,793

11,178 39.630

100,770 52,330

887,160 2,692,772

36,000 83,102

3,774,482 6JE0,04E

26.435,507
8,066,407

34,501,914

26,553.t77
9,350,687

35,903,864

Number of staff
166 208
11 09

177 217
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Chairpcrson I lonoraria -r48.000

Sitting Allowances 1.022.000 t.422.928

Total t,{70.000 t,122,9211

8.Board Expenses

9.Depreciation and Amortization Expenses

l0.Taxation

Current tax
Deferred tax (Note 17)

The tax on the entities loss/profit before tax differs from the theoretical
amount that would arise using lhe basic rate as follows:

Loss/Profit before tax

Tax calculated at a tax rate of 25%

Tax effect of:

temporal differences -

Tax charge-

11 .Capital injected
At start of the year 2022,2023
Capita injected 202312024 by Kitui County Govemment

At end of year 202312024

(3,778,854) (4,915,123)

(3,778,854) (4,915,123

'15 1't5 415 (19,660,494)

(3,778,854) (4,915,123)

168,608.089 168,608,089

168 608 089 168 608 089

Property, plant and equipment 9.850,513 10,305,829

Total depreciation and amortization 9,850,513 r 0305,829

26

Dcscription
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I 2023t2021 2022t2023

Kshs

(3.778.854) (4.915.123)

202312024

Krh.
2022t2023

Description
Kshs
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

l2.Property, Plant and Equipment

Year 202312024

Cost
At start of year - 1 July 2023

Additions

Buildings
and civil
works

Shs

4Yo

Machinery

Shs

12.i\o

Equipments

Shs
,i.2.50/o

Furnifure
and

fittinge

Shs

12.5%

Computen

Sha

33.33%

52,271.U1 49,270,410 5,187,000 5,677,460 2,094,50

At end of 30 June 2024

Depreciation
At start of year - 1 July 2023
Charge for the year

52 27',l u1 49 270 410 5,187,000 5,677,460 2,094,50

8.2M.036
2,090,874

24.139.0M
6,158,801

2,593,501
648,375

1,851,71
242,78

At end of 30 June 2024

Net book value 30 June
2021

'10,294,910 30,297,U5 3,241 876 3,454,769 2,094,50

___.1_1pz9t!1_ ___1qpz?,sql- 1,945,',t24 2,222,69',1

27
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Year 2O22/21123

Cost
At start of year - 1 July 2022
Additions

At end of 30 June 2023

DepreclaUon
At start of year - 1 July 2022
Charge for the year

At end of 30 June 2023

Net book value 30 June 23

Buildings and
civil worfs

Shs

lYo

Machinery

Shs
,12.50/o

Equipmenb

Shs

12.5%

Furnlture
and flftings

Shs

12.5%

Computers

Shs

33.33%

Total

Shs

52,271,U1 49,270,410 s,187,000 5,677,460 2,094,500 114,501,211

5,187.000 5,677,460 2,094,500 114,501,21152,271.84',t 49,270,410

6,1 1 3,162
2,090.874

17,980,243
6,158 801

24,139,044

25,131,366

'l ,945,126
648,375

2,035,404
709,683

'l 
, 153,623
698,097

29,227,557
10,305,829

I 2U 036

44,067 805

2 (o? 501 2,745,087

2,932,374

39 E1a 387

2,s93,499 242,781 74,967,824
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

12. lnventories

Raw materials

Work in progress

Maintenance store

Finished products

13. Trade and other receivables

Trade debtors
Provision for expected credit loss

Net trade debtors
VAT recoverable

Movement in expected credit losses

At start of year 202212023
Less Debtors paid

Add provision

At end of year 202312024

14. Cash and cash equivalents

Equity Bank A/C No Revenue (0720279696877)
Equity Bank A,/C No. Operations(0720279696894)

Total cash and cash equivalents

20,249,749 19,2M,',112

ear ended .lune 30, 2024.

2023t2024
Shs

2,102,030

4,837,668

13,310,051 11,530,077

2022t2023
Shs

1,516,607

6,217,428

81,642,072
(587,540)

80,310,386
(587,540)

81,054.532 79.722.U6
3,770,227

81,054,532 83,493,

587,il0 587,540

587,540 587,540

1,550,168
2,U9,887

46,735
668,023

3,900,055 714,758

For the purposes of the statement of cash flows, the year-end cash and cash equivalents
comprise the following:

Cash at bank 3.900.05s 7'.14,758
3,900,055 7',14,758
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

/lc Trade and other payables

Trade payables

Tax Liabilities

Current tax

16

At start of year 202212023

Charge to profit or loss (Note 10)

At end of year 202312024

Deferred tax liability in the statement of financial position and debned tax
(credit)/charge in profit or loss are attributable to the following items:

Year 202312024
(Credity
charge

to proftt or
loss
Shs

Deferred tax liabllitles
Property, plant and equipment

- historical cost

2A23t2024
Shs.

2023t2022
Shs

3,050,628 3,050,628

3.050.628 3.050.628

Deferred tax
Defened tax is calculated, in full, on all temporary differences under the liability method
using a principal tax rate of 25olo. The movement on the defened tax account is as
follows:

Shs

(26,485,713)

(3,778,854)

Shs

(21,570,589)

(4,91s,123)

At
start of
the yoar

Shs

(30,264,567) (26,485,713)

At
end of

the yoar
Shs

553,546
553,546

975,060
975,060

(421,514)
(421,s141

Deferred tax (asset)
- Tax losses canied fonrard

Net deferred tax liabilities

(27.46,0,771) (3,357,340) (30,818,111)

e6.485.7',t1t (3.778.8s4) (30.244.565)

30
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Y ear 21122212023

At
start of
the year

Shs

(Credit)/
charge

to profit or
loss
Shs

At
end of

the yoar
Shs

Deferred tax (asset)

- Tax losses canied fonvard

Net deferred tax liablllUes

1,228,428 (253,368) 975,060

(22,79s,016) (4,661,756) (27,460,771)

(21,s70,s88) (4,91s,123) (26,48s,711)

208n024 2022t2023

30 461 214 31 51 1 844

30,461,214 31,511,U4

'l T.Related Party Transaction

The following transaction were carned out with related parties

Sale of goods and services

- Kitui County Executive

Receivable from related parties

Kitui County Executive

3l

Delened tax liabillties
Property, plant and equipment

- historical cost 1,228,428 (253,368) 975,060
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

(iii) Key management personnel compensation

Salaries and wages - key management

Directors' fees - other allowances

7,005,792 8,176,155

470 000 1 4ZZ 928

8,475,792 9,599,083

32

The remuneration of directors and other members of key management during the period was as follows:

18. Risk management objectives and policies

Financial risk management

Due to the nature of its operations, the entity is exposed to losses that may arise from rnarket

risks, credit risk and liquidity risks. The directors have adopted various measures to recognize

losses that may arise from the exposures. These are explained as follows:

(a) Market Risk

The board has not put in place an intemal audit function to assist it in assessing the risk faced

by the entity on an ongoing basis, evaluate and test the design and effectiveness of its intemal

accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity

prices and foreign exchange rates which will affect the entity's income or the value of its

holding of financial instruments. The objective of market risk management is to manage and

control market risk exposures within acceptable parameters, while optimizing the return.

Overall responsibility for managing market risk rests with the Audit and Risk Management

Comrnittee.The conrpany's Finance departnrent is responsible for the development of detailed

risk management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it

rnanages and measures the risk.

i. Price risk

The entity does not hold any financial instmments that are susceptible to changes in price and

therefore it does not face this risk.

ii. Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will



Kilui County Textile Centre
Kilui Counlv Governmenl
Annual Report and Financial Statements for the year ended June 30, 2024.

fluctuate because ofchanges in market interest rates. The entity takes on exposure to the effects

of fluctuations in the prevailing levels of market interest rates on both its fair value and cash

flow risks. Since the base rates charged by the banks are determined by the market forces, the

company has not formulated any practical measures to minimize the exposure. As at 30 June

2021, the entity did not have any interest bearing financial assets and financial liabilities.

iii. Foreign exchange risk

Foreign currency exchange risk arises when future conunercial transactions, or recognized

assets and liabilities are denominated in a currency that is not the entity's functional curency.

(b) Credit risk

Credit risk arises from cash and deposits with banks and financial institutions as well as credit

exposures to custorners, including outstanding receivables and comrnitted transactions. Credit

risk is the risk that counterparty will default on its contractual obligations resulting in financial

loss to the entity. Management assesses the credit quality of each customer. taking into account

its financial position, past experiences and other factors. Individual risk limits are set based on

internal ratings in accordance with limits set by management. The utilization olcredit limits is

regularly rnonitored. The entity's credit risk is primarily attributable to its related party, cash

and cash equivalents and trade receivables. The amounts presented in the balance sheet are net

of allowances for doubtful receivables, estimated by the entity's management based on prior

experience and their assessment of the current economic environment.

The credit risk is managed through manag€ment's constant assessment and monitoring of the

status of the credit worthiness of its clients. The credit risk on liquid funds is limited because

the counter parties are banks with high credit ratings assigned by the banking regulatory

authority.

The amount that best represents the company's maximum exposure to credit risk is made up as

follows:
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Trade and other
receivables
Cash and cash
equivalents

81,054,532

3,900,055

587,540

u,954,587 587,540

Year
202312024

Ycar
2022t2023

Trade and other
receivables
Cash and cash
equivalents

Full
performing

Shs
Past due

Shs
lmpaired

Shs
Total
Shs

3',t,u2,072

3,900,055

Full
performing

Shs
Past due

Shs

587,540

lmpaired
Shs

85,542,127

Total
Shs

80,310,386

714,758

79,722,846

714,758

80,437,604 587,540 81,025,144

The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allowance for

uncollectible amounts that the company has recognized in the financial statements is considered

adequate to cover any potentially irrecoverable amounts.

The board of directors sets the company's credit policies and objectives and lays down

parameters within which the various aspects of credit risk management are operated Cash and

cash equivalents are fully performing.

(a) Liquidity risk

Ultimate responsibility for liquidity risk management rests with the board of directors, which

has put in place an appropriate liquidity risk management frarnework for the management of

the company's short" medium and long-term frrnding and liquidity management requirements.

The company manages liquidilv risk by maintaining banking facilities and continuous

monitoring of forecast and actual cash flows.

The table below analyses the firm's financial liabilities that will be settled on a net basis into

relevant maturity groupings based on the remaining period at the balance sheet date to the
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contractual maturity date. The amounts disclosed in the table below are the contractual

undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the

impact of discounting is not significant.

Capital Management

The entity manages its capital to ensure that it will be able to continue as a going concem while

maximizing the retum to stakeholders through the optimization of the debt and equity balance.

The capital structure of the company consists of cash and cash equivalents and equity

attributable to equity holders issued comprising capital, reserves and retained eamings.

The entity has no borrowings.

20. Commitments

Capital commitments at the year- end for which no provision has been made in these financial

statements are:

Contractual commitmentB for the acquisition of property, plant and equipment

2023t2024
Shs

Amounts authorised and
contracted for
Amounts authorized but not
contracted for
Less: Amounts included in work
in progress

202A2023
Shs

Amounts authorised and contracled for
Amounts authorized but not contracted for
Less: Amounts included in work in
progress
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2 l. Contingent liabilities

As at 30 Jl:r:,e 2024, the entity did not have any contingent liabilities

22. 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 30,2424.

23. Tax computafon

Profit before tax as per the financial statements

2023t2024
Shs

(1s,11s,415) (19,660,494)

Add:
Depreciation on property, plant and equipment 9.850.513

(s,2ar,902)

2022t2023
Shs.

10.305.829

(9,3s4,664)
Less income not subject to tax

Adjusted taxable profit

Less Capital Allorvancos
Wear and tear deductions

Adjusted losyProfit for the year

Corporate tax @ 25%

Tax payable

Summary of Losscs
Loss b/f 2023

Loss for the yeat 2024

(5,264,902) (9,354,664)

(8,164,458) (9,292,358)

(13,429,360) (18,647,O22)

(109,843,086)

(13,429,360)

(91,196,063)

('t8,647,O22)

1123,272,4461 (r09,&8,086)
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WEAR ANO TEAR SCHEDULE

Y ear 2024

Written down values

brought fonrvard
Additions

34,586,167
0

29,217,768
0

Buildings
1Oc/o

KShs.

Machinery
12.sc/o

KShs.

Furniture
and

fittings
12.ic/o
KShs.

Furniture
fittings and
equipments

12.5%
KShs.

Computer
30%

KShs.
Tota I

KShs.

71,067,584
0

3,O40,524
0

3,390,757
0

832,368
0

Wear and tear
allowance
Written down values
carried forward

34,586,167

(3,458,617)

29,217,768

(3,652,221)

3,0/,0,524

(380,066)

3,390,757

(423,845)

832,368

(249,710)

71,067,584

(8,164,458)

31,127,551 25,565

Year 202212023

Computer
30%

KShs.
Written down values
brought forward
Additions

Machinery
12.5o/o

KShs.

Furnituro
and

fittings
12.5o/o

KShs.

Furniture
flftings and
equipments

12.5o/o

KShs.

Buildings
'l0oh Total
KShs. KShs.

1 ,1 89,037
0

33,391,735
0

3,474,885
0

3,875,151
0

*,429,075 80,359,942
0

Wear and tear
allowance
Written down valuea
carried forward

1,189,097

(356,729)

33,391,735 3,474,885

(434,361)

3,875,151 38,429,075 80,359,942

(484,3e4) (3,842,907) (9,292,3s8)

___q9 9q_ _n_4L,168_ _lp1g!4_ 3,3e0,757 34,586,1ffi
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Subiect: DEFERRED TAX ACCOUNT

Year 202312024

Machinery
Computers
Equipment's
Furniture and fittings

Total

Tax losses canied down

62,903,126 6s,117,311

Building and Civil works 31.127 ,551 41,976,93't

Tax
bases

25,565,547
582,658

2,W,912
2,660,459

Carrying
values

18,972,565
(0)

1,945,124
2,222,691

Temporary
Diff.

(6,s92,982)
(s82,658)

(1 ,O21,788)
(437,768)

10,849,381

2,214,185

('123,272,446)

25o/o

(1,648,245)
(14s,664)
(255,447)
(109,442\

2,712,345

553,546

(30,818,111)

Subiect:

123,272 M6

186,175,572 65,117,3"t1 (121,058,261) (30,264,565

DEFERRED TAX ACCOUNT

Tax
basesYeat 202212023

Machinery
Computers equipment
Equipment's
Furniture and fittings

Building and Civil works
Total
Tax losses carried down

29,2't7,768
832,368

3,390,757
3,040,524

34,586,167
71,067,584

Carrying
values

25,131,366
242,781

2,593,499
2,932,374

,14,067,805

74,967,824

Temporary
Diff. 25%

9,481,638
3,900,240

(109,843,086)

(4,086,402)
(589,587)
(797,258)
(108,151)

(1,021,600)
('t47,3971
(199,314)

(27,038)

2,370,409
975,060

109 843 086 (27,460,771)

__1q9plg,6z9_ __1!,e67_3u_ (105,942,845) (26,48s,711)
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25.Currency

The financial statements are presented in Kenya Shillings (Kshs)
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26. APPENDICES

APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATION

The following is the summary of issues raised by the extemal auditor and management
comments that were provided to the auditor.

Guidance Notes:

(i) Use the same ret'erence numbers as contained in the external audit report;
(ii) Obtain the "lssue/Observation" and "management comments", required above, from

final extemal 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 the implementation of each issue;

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

report..

Director General/CF.O/MD (enter title of head of Entiqv)

Date:

KICOTEC management team has implemented most of the recommendation from the auditors
e.g. using the correct template when preparing the financial statements and ensuring we adhere
according to the requirements.

The other issues mentioned by the auditors, we will continue implementing them when we have
available resources.
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Appendix II: Projects implemented by KICOTEC

N/A
Projects implemented by the Kitui County Textile Centre and funded by development partners

and/ or the County Govemment.

Status of Projects Completion

(Summarise lhe status of projecl completion al lhe end of each quarter, i.e. total costs incurred,

stage whic:h the project is elc)

N/A
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Projecr t lc Project Numbcr l)ono r l'criod/
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I I

Donor
commitEeot

Scp.rrte
donor
reporting
required
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donor
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(Yesnio)

I

Consolidatcd
in these
financial
s(a(ellrell1s.
(l'es/No)

nla

SN Projcct Total
project
Cost

Totrl
expended
t0 drte

Completion
7o to datc

Budget Actrral Sou rces
of funds
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Appendix IV: Transfers from Other Government Entities

N/A

xx

County
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TISN ID

Total

N/A
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xxx xxx

xxx xxx

xxx x\x

xxx

x\'\

xxx xxx xxx

\\\
\IX

xxx

xx\ xrx

xxx xxx

xx\

Donor
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Dircct
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t

XII

xxx

xxx xxx \\\
xxx
xxx\XI
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Appendix V- lnter-Entity Confirmation Letter

N/A

II nsert your Lelterheadl

finsert name of beneficiary Entity]
[Insert Address]

Tlte [insert CC/SAGA/Fund nome &ere/ wishes to confirm the amounts disbursed to you as at 306 June
20xx as indicated in the table below. P/ezrse compare the umotmts disbursed lo vou n'ith the amorotts
vou received anel gtpulute the colunn E in the lable below Please sign and stamp this request in the
spoce provided ond relurn it to us.

Amounts Disbursed by [CC/SAGA/Fundl (KShs)
as at 30th June (Current l'Y)

Rclcrcn
cc
Number

Date
Disburse

d

Rccurrc
nt (A)

Developme
nt (B)

Intcr
Departme

nt
(c)

'l-otal

(D)=(n+B+
C)

Amount
Received

by

Ibeneficia
ry Entityl
(KShs) as

at 30s
June

(Previous
FY)
(E)

Di[ l'erenc

es (KShs)
(F)=(D-tr)

Total

In conflrm that the amounts shown abovc are correct as of the date indicated.

Hcad of Financc departmcnt of beneficiary f,ntity:

.. ....DatcSignName...,...,.,....
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Confirmation of amounts receised hy [Insert name of heneficiar"v Entig'l as Rt 30rr.lunc
(Current FY)
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Appendix VI: Reporting of Climate Relevant Expenditures

N/A

IIIIIII

44

Projec t Project
Descriptio

n

Prcject
Objectiv

s

Project
Activitic

s

t
TIIIC

e

\

Qua rter

ata
23

a
I

a
4

Sourc
rof

Funds

lmplementin
g Parlners



Kilui County Textile Centre
K itui County Governmenl
Annugl Report and Financial Statements for the year ended June 30, 2024.

Appendix VII: Reporting on Disastcr Management Expenditure

N/A

Progra
tllnte

Sub'
progra
mme

Disa
ster
TyPe

Category of disaster related
Activity that require
expenditure reporting
(response/recovery/m iti gatio
r/preparedness)

Expend
iture
item

Amo
unt
(Ksh
s.)

Comm
ents

I
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