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lndustrial and Commercial Development Corporation
Key Entity lnformation
For the year ended 30 June 2015

KEY ENTITY INFORMATION

Background information

The lndustrial and Commercial Development Corporation was established in 1954 by the (ICDC) Act (Cap.445

Laws of Kenya). At cabinet level, the lndustrial and Commercial Development Corporation is represented by the
Cabinet Secretary for lndustrialisation and Enterprise development who is responsible for the general policy and

strategic direction of the Corporation.

Principal Activities

The principal activities of the Corporation are investment in venture capital, lending for commercial and industrial
purposes and offering consultancy and related management advisory services.

Directors

The Directors who served the lndustrial and Commercial Development Corporation during the year were as
follows:

'l .

2.
3.
4.
5.

6.
7.
8.
9.
10.

'11.

Martin K. Muragu - Chairman
Peter M Kimunrva - Executive Director
Bernard G Njuguna
Albert Ruturi
Amb. Julius Sunkuli
David Ndegwa Wachira
Sophia Lepuchirit
Dr. Duracha Waqo Ejersa
lsaiah Cheruiyot
Principal Secretary, Ministry of lndustrialisation &

Enterprise Development
Cabinet Secretary, National Treasury

Corporation Secretary

Grace M. Magunga
PO Box 45519
00100 Nairobi

Registered Office

Uchumi House
Aga Khan Walk
PO Box 45519 - 00100
Nairobi, Kenya

Corporate Headquarters

UchumiHouse
Aga Khan Walk
PO Box 45519 - 00100
Nairobi, Kenya

Gorporate Contacts

Telephone: (254) 020-22921 3127 7 1 000
Mobi le: 07 27 53/57 21 07 3622921 3
E-mail: info@icdc. co. ke
Website: www. icdc.co. ke

- Appointed on 9th September, 2009
- Resigned on22 July 2015
- Retired on 2nd October 2015
- Retired on 18 November 2014
- Appointed on 17th April 2015
- Appointed on 17th April 2015
- Appointed on 17th April 2015
- Appointed on 17th April 2015
- Appointed on 2nd October 2015

- Alternate: Stephen Karani
- Alternate: Cheryl Majiwa
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- ' , lndustrial and Commercial Development Corporation' , Key Enti$ lnformation
For the vear ended 30 June 2015

Corporate Bankerc

1. Kenya Commercial Bank Limited
Moi Avenue
P.O. Box 30081-00100
Nairobi

2. Commercial Bank of Africa Limited
Wabera Street
P.O. Box 30437 - 00100
Nairobi

3. Co-operative Bank of Kenya Limited
UchumiHouse
Aga Khan Walk
P.O.Box 40310 - 00100
Nairobi

lndependent Auditorc

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

Principal Legal Adviser

Grace M Magunga
Corporation Secretary
Uchumi House Aga Khan Walk,
P.O. Box 45519
GPO 00100
Nairobi, Kenya
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lndustrial and Commercial Development Corporation
Report of Directors
For the vear ended 30 June 2015

REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year ended 30 June 2015
which show the state of the lndustrial and Commercial Development Corporation's affairs.

Principal activities

The principal activities of the Corporation are investing in venture capital, lending for commercial and industrial
purposes and offering consultancy and related management advisory services.

Results For year ended 30 June
2015 2014

Kshs'000 Kshs'000

Profit before taxation
Taxation

1,519,306 602,394

Profit for the year transferred to retained earnings 1,519,306 602,394

Dividends

A dividend of Shs 35,OOO,OOO was paid to the Government of Kenya in relation dividends declared out of profits of
past years up to June 1999 (2014: Nil).

Directors

The members of the Board of Directors who served during the year are shown on page 4 - 5.

Auditor

The Auditor General is responsible for the statutory audit of the Corporation in accordance with Section 14 and 39(i)
of the Public Audit Act, 2003, which empowers the Auditor General to nominate other auditors to carry out the audit
on his behalf.

PricewaterhouseCoopers was nominated by the Auditor General to carry out the audit of the lndustrial and
Commercial Development Corporation for the year ended 30 June 2015.

By Order of the Board

Grace M Magunga
Corporate Secretary
P. O Box 45519
00100 Nairobi

@$T\
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/ lndustrial and Commercial Development Corporation
Statement of Directors Responsibi lities
For the r ended 30 June 2015

STATEUENT OF DIRECTORS' RESPONSIBILITIES

The lndustrial and Commercial Development Corporation Act and the Public Audit Act 2003, require the Directors to
prepare financial statements in respect of the Corporation, which give a true and fair view of the state of affairs of the
Corporation at the end of the financial year and the operating results for that year. The Directors are also required to
ensure that the Corporation keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Corporation. The Directors are also responsible for safeguarding the assets of the Corporation.

The Directors are responsible for the preparation and presentation of the Corporation's financial statements, which give
a true and fair view of its state of affairs of the Corporation at the end of the financial year ended 30 June 2015. 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 Corporation ; (iii) designing, implementing and
maintaining internal controls relevant to the preparation and fair presentation of the financial statements, and
ensuring that they are free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets
of the Corporation; (v) selecting and applying appropriate accounting policies; and (vi) making accounting estimates
that are reasonable in the circumstances.

The Directors accept responsibility for the Corporation's financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in conformity with
lnternational Financial Reporting Standards (IFRS), and in the manner required by the PFM Act and the State
Corporations Act. The Directors are of the opinion that the Corporation's financial stiatements give a true and fair view
of the state of its transactions during the financial year ended 30 June 2015, and of its financial position as at that date.
The Directors further confirm the completeness of the accounting records maintained for the Corporation, which have
been relied upon in the preparation of its financial statements as well as the adequacy of the systems of internal financial
control.

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

Approval of the financial statements

The Corporation's financial statements were approved by the Board on
signed on its behalf by:

Chairman

015 and

Director

5
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REPUBLIC OF KENYA

o Tclcphone: f 25.1-20-3423-10
Fax: +254-20-ll l4tt2
E;nrail : oagkr,oagkenya.go.kc
Wcbsitc: wrvw.kenao.go.ke

P.O. Box 30084-00100

NAIROBI

o
OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON INDUSTRIAL AND COMMERCIAL
DEVELOPMENT CORPORATION FOR THE YEAR ENDED 30 JUNE 2015

REPORT ON THE FINANCIAL STATEMENTS

The accompanying financial statements of lndustrial and Commercial Development
Corporation set out on pages 8 to 51, which comprise the statement of financial position
as at 30 June 2015, and the statement of profit and loss and other comprehensive
income, statement of changes in equity and statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information have been audited on my behalf by PWC Kenya, auditors appointed under
Section 39 of the Public Audit Act, 2003 and in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 14 of Public Audit Act, 2013. The auditors
have duly reported to me the results of their audit and on the basis of their report, I am
satisfied that all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit were obtained.

Management's Responsibility for the Financial Statements

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

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

Auditor-General's Responsibil ity

My responsibility is to express an opinion on these financial statements based on the
audit and report in accordance with the provisions of Section 15 of the Public Audit Act,
2003 and submit the report in compliance with Article 229 (7) of the Constitution of
Kenya. The audit was conducted in accordance with lnternational Standards of
Supreme Audit lnstitutions (lSSAls). Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's preparation

lndustrial and Commerc'ial Development Corporation (lC'DC) - Annual Report and Financial Statements.for the
year ended 30 June 20 I 5
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and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Corporation's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the management, as well as evaluating the overal!
presentation of the financial statements.

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

Basis for Qualified Opinion

Grants and Loans

lncluded in the financial statements are grants and loans from the Government of
Kenya amounting to Kshs.894.630,000 (2014: Kshs.886,182,000) and related interest
expense of Kshs.8,448,000 (2014: Kshs.8,448,000). The grants and loans relate to
amounts advanced or given as grants to the Corporation by the Government of Kenya,
most of them more than 25 years ago but there were no agreements to support these
balances.

Furthermore, the grants are included in liabilities. ln addition, it was not possible to
determine whether the conditions for the grants have been met and whether they
should have been taken to income in previous years in accordance with ISA 20 -
Accounting for Government Grants and Disclosure of Government Assistance.

Consequently, it has not been possible to verify the terms of the loans and grants
including interest rates, or to confirm the accuracy of the balances split between loans
and grants or whether these are correctly classified as liabilities and the legality and
propriety of the interest expense.

Qualified Opinion

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in the all material respects,
the financial position of the Corporation as at 30 June 2015, and of its financial
performance and its cash flows for the year then ended, in accordance with
lnternational Financial Reporting Standards and comply with the lndustrial and
Commercial Development Corporation Act, Cap 445 of the Laws of Kenya.

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

Nairobi

19 February 2O16

Industrial and Commercial Development C'orporalion (ICDC) - Annual Report and Financial Statementsfor the
year ended 30 June 201 5
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', lndustrial and Commercial Development Corporation
' FiiancialStatements

For the vear ended 30 Jun e2015

Statement of profit or loss and other comprehensive income

Notes
Revenues
Operating income
Other income

Total revenues

Year ended 30 June
2015 2014

Shs'000 Shs'000

5
b

I

9

985,368
69,720

773,685
261,804

1,055,088 1,035,489

Operating expenses
Administration costs
Depreciation of property and equipment
Amortisation of intangible assets
Provision for losses

Total operating expenses

Operating profit

Finance cost

Profit from operations

Gain on disposal of unquoted investments

Profit before taxation

lncome tax expense

Profit after taxation

Other comprehensive income for the year
Items that may be subsequently rcclassified to profit orloss

Reversal of fair value on disposed investments
Fair value gain / (loss) in quoted investments
Fair value (loss) / gain in unquoted investments
Revaluation gain on property and equipment

7(a)
12
11

18

10

312,547
29,894

810
40,711

31 6,1 86
30,420
1,104

76,937

383,962 424,U7

671,126

(8,448)

610,U2

(8,448)

662,678

856,628

602,394

1,519,306 602,394

1,519,306 602,394

16
15

(856,628)
3,719,010
(616,08e)

2,105
2,973,723

713,U9
6,818

Total other comprehensive income

Total comprehensive income

The notes on pages 13 to 50 are an integral part of these financial statements

2,246,293 3,696,295

4,298,689

8

3,765,599



lndustrial and Commercial Development Corporation
Financial Statements
As at 30 June 2015

Statement of financial position

Assets

Property and equipment
lntangible assets
lnvestment property
Government securities (Held to maturity)
Quoted investments (Available for sale)
Unquoted investments (Available for sale)
Loans
Related companies current account
Trade and other receivables
Cash and cash equivalents

Totalassets

Reserves

Revaluation reserve
Fair value adjustment reserve
Retained earnings

Total reserves

Liabilities

Bank overdraft
Grants and loans
Payables and accruals
Dividend payable

At 30 June
2015

Shs'000
20'14

Shs'000Notes

12
11

13
14
16
15
18

't7
20

1,082,566
3,178

1j23,210
99,648

10,321,094
9,232,801

985,381
277

504,937
1,890,929

1,096,571
2,434

925,500
99,249

6,602,084
10,528,886

1,',123,290
352

246,691
804,339

25,244,021 21,429,396

21
2',1

21

1,061,087
17,558,027
5,467,231

1,061,087
15,311,734
3,947,925

24,086,345 20,320,746

20
22
24
26

67,874
894,630
105,172
90,000

886,182
97,468

125,000

Tota! Iiabilities

Total reserves and liabilities

The notes on pages 13 to 50 are an integral part of these financial statements

The financial statements on pages I to 50 were approved for issue by the board of d

2015 and signed on its behalf by:

1 ,157 ,676 1 ,108,650

25,244,021 21,429,396

t#M*l'tl

9
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', lndustrial and Commercial Development Corporation
. Finbncial Stiatements

For the vear ended June 2015

Statement of changes in equity

Year ended 30 June 2014

At start of year

Gomprehensive income

Profit for the year

Other comprehensive income:
Reserves released on disposalof

investments
Fair value gain in unquoted investments
Fair value gain in quoted investments
Revaluation of property and equipment

Total other comprehensive income

Total comprehensive income

At end of year

1,054,269 ',t1,622,257 3,345,531 ',t6,022,O57

602,394 602,394

6,818 3,689,477 3,696,295

6,818 3,689,477 602,394 4,298,689

1,061,087 1s,3',t',t,7U 3,947,925 20,320,746

Revaluation
reSerye
Shs'000

Fair value
adjustment

Shs'000

Retained
eamings
Shs'000

Totalequity

Shs'000

The notes on pages 13 to 50 are an integral part of these financial statements

2,105
713,649

2,973,723

2,105
713,U9

2,973,723
6,8186,818

10



lndustrial and Commercial Development Corporation
Financial Statements
As at 30 June 201 5
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Statement of changes in equity (continued)
I

t

t
lr
t

I

Revaluation
reserve
Shs'000

Fair value
adlustnent

Shs'000

Retained
eamings
Shs'000

Total equity

Shs'000
Year ended 30 June 20{5

At start of year

Gomprehensive income

Profit for the year

Other comprehensive income:
Fair value loss in unquoted investments
Fair value gain in quoted investments
Reserves released on disposalof

unquoted investments

Total other comprehensive income

Total comprehensive income

1,061,087 15,311,734 3,947,925 20,320,746

1,519,306 1,519,306

(616,08e)
3,7't 9,010

(616,089)
3,719,010

(856,628) (856,628)

293 2,246

2,246,293 1,519,306 3,765,599

1,061,087 17,558,027 5,467,231 24,086,345

t
At end of year

The notes on pages 13 to 50 are an integral part of these financial statements

I

I

t
I
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', lndushial and Commercial Development Corporation
. FinbncialStatements

For the year ended June 2015

Statement of cash flows

Cash flows from activities

Net cash generated from operations

Cash flows from inverting activities:

Development of investment property
Purchase of property and equipment
Purchase of intangible assets
Purchase of unquoted investments
Proceeds on disposal of unquoted investments
Proceeds on disposal of quoted investments

Notes
Year ended 30 June

2015 2014
Shs'000 Shs'000

27(a) 583,085 520,892

13
12
11

15

(191,922)
(15,889)
(1,sr4)

(180,004)
860,000

(146,370)
(7,327)
(1,5e4)

(430,000)

1,205

Net cash used in investment activities

Cash flows from financing activities

Loan repayment (principal and interest) - Government of Kenya and
KFW of Germany
Dividend payment

Net cash used in financing activities

Net increase / decrease in cash and cash equivalents

Movement in cash and cash equivalents

At start of year
lncrease/(decrease)

At end of year

The notes on pages 13 to 50 are an integral part of these financial statements

470,631 (584,086)

22 (25,000)
(35,000)

(3s,000) (25,000)

't,018,716 (88,104)

20

20

804,339
1,018,716

892,533
(88,1e4)

1,823,0s5 804,339

t2
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' lndustrial and Commercial Development Corporation
' Finincial Statements
As at 30 June 2015

a

Notes

l. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out below:

Statement of compllance 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 and equipment, investment properties, marketable securities and
financial instruments at fair value and impaired assets at their estimated recoverable amounts. The
preparation of financial statements in conformity with lnternational Financial Reporting Standards (IFRS)
allows the use of estimates and assumptions. lt also requires management to exercise judgement in the
process of applying the Corporation's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is the functional and
reporting curency of the Corporation and all values are rounded to the nearest thousand (Shs'000).

The financialstatements have been prepared in accordance with the PFM Act, the State Corporations Act, and
lnternational Financial Reporting Standards (IFRS). The accounting policies adopted have been consistently
applied to allthe years presented.

(i) Functional and presentation cunency

Items included in the financial statements of the Corporation are measured using the currency of the primary
economic environment in which the entity operates ('the functional cunency'). The financial statements are
presented in'Kenyan Shillings (Shs), which is the Corporation's presentation currency.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in profit or loss within 'finance income or cost'. All other foreign exchange gains and losses are presented in
profit or loss within 'other income' or'other expenses'.

Translation differences on non-monetary financial assets, such as equities classified as available-for-sale
financial assets, are included in other comprehensive income and cumulated in 'available-for-sale financial assets
reserve'.

b Changec in accounting policy and disclosures

(a) New standards, amendments and interprctations adopted by the Corporation

The following standards have been adopted by the Corporation for the first time for the financial year
beginning on or after 1 July 2014 and have a material impact on the Corporation:

13



lndustrial and Commercial Development Corporation
Financial Statements
For the vear ended June 2015

Notes (continued)

1. Summary of significant accounting policies (continued)

b Changes in accounting policy and disclosures (continued)

(a) New standards, amendments and interyretations adopted by the Corporation (continued)

Amendment to IAS 32, 'Financial instruments: Presentation' on offsetting financial assets and financial

liabilities. This amendment clarifies that the right of set-off must not be contingent on a future event. lt must

also be legally enforceable for all counterparties in the normal course of business, as well as in the event of
default, iniolvency or bankruptcy. The amendment also considers settlement mechanisms. The amendment
did not have a signiflcant effect on the Corporation financial statements.

Amendments to IAS 36, 'lmpairment of assets', on the recoverable amount disclosures for non-financial assets.

This amendment removed certain disclosures of the recoverable amount of CGUs which had been included in

IAS 36 by the issue of IFRS 13.

Amendment to IAS 39, 'Financial instruments: Recognition and measurement' on the novation of derivatives

and the continuation of hedge accounting. This amendment considers legislative changes to 'over-the-countef

derivatives and the establishment of central counterparties. Under IAS 39 novation of derivatives to central

counterparties would result in discontinuance of hedge accounting. The amendment provides relief from

discontinuing hedge accounting when novation of a hedging instrument meets specified criteria. The

Corporation has applied the amendment and there has been no significant impact on the Corporation financial

statements as a result.

(b) New standards, amendments and interyretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning after 1 July 2014, and have not been applied in preparing these financial statements. None

of these are not expected to have a significant effect on the financial statements of the Corporation, except
the following set out below:

IFRS 9, 'Financial instruments', addresses the classification, measurement and recognition of financial

assets and financial liabilities. The complete version of IFRS 9 was issued in July 2A14.ll replaces the
guidance in IAS 39 that relates to the classification and measurement of financial instruments. IFRS 9 retains

but simplifies the mixed measurement model and establishes three primary measurement categories for
financial assets: amortised cost, fair value through OCI and fair value through P&L. The basis of classification

depends on the entity's business model and the contractual cash flow characteristics of the financial asset.

lnvestments in equity instruments are required to be measured at fair value through profit or loss with the
irrevocable option at inception to present changes in fair value in OCI not recycling. There is now a new

expected credit losses model that replaces the incurred loss impairment model used in IAS 39.

For financial liabilities there were no changes to classification and measurement except for the recognition of
changes in own credit risk in other comprehensive income, for liabilities designated at fair value through profit

or loss. IFRS I relaxes the requirements for hedge effectiveness by replacing the bright line hedge

effectiveness tests. lt requires an economic relationship between the hedged item and hedging instrument

and for the 'hedged ratio' to be the same as the one management actually use for risk management
purposes.

Contemporaneous documentation is still required but is different to that currently prepared under IAS 39. The
standard is effective for accounting periods beginning on or after 1 January 2018. Early adoption is permitted.

The Corporation is yet to assess IFRS 9's full impact.

t4



' lndustrial and Commercial Development Corporation
' FinAncial Statements
For the ended June 2015

Notes (continued)

1. Summary of significant accounting policies (continued)

b Changes in accounting policy and disclosures(continued)

b) New standads, amendments and interyretations not yet adopted (continued)

IFRS 14, 'Regulatory deferral accounts' permits first-time adopters to continue to recognise amounts related
to rate regulation in accordance with their previous GAAP requirements when they adopt tFRS. However, to
enhance comparability with entities that already apply IFRS and do not recognise such amounts, the
standard requires that the effect of rate regulation must be presented separately from other items. IFRS 14 is
effective for annual periods beginning on or after 1 January 2016.

IFRS 15, 'Revenue from Contracts with Customers establishes principles for reporting useful information to
users of flnancial stiatements about the nature, amount, timing and uncertainty of revenue and cash flows
arising from an entity's contracts with customers. The core principle of IFRS 15 is that an entig recognises
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. IFRS 15 is
effective for annual periods beginning on or after 1 January 2017. Earlier application is permitted.

IFRIC 21, 'Levies', sets out the accounting for an obligation to pay a levy if that liability is within the scope of
IAS 37 'Provisions'. The interpretiation addresses what the obligating event is that gives rise to pay a levy and
when a liability should be recognised. The Corporation is not cunently subjected to significant levies so the
impact on the Corporation is not material.

There are no other IFRSs or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the Corporation.

c Revenue recognition

Revenue is recognised to the extent that it is probable that future economic benefits will flow to the Corporation
and the revenue can be reliably measured. Revenue is recognised at the fair value of consideration received
or expected to be received in the ordinary course of the Corporation's activities net of value-added tax (VAT),
where applicable, and when specific criteria have been met for each of the Corporation's activities as
described below.

Finance lncome comprises interest receivable from bank deposits and investment in securities, and is
recognised in profit or loss on a time proportion basis using the effective interest rate method.

Dividend income is recognised in the income statement in the year in which the right to receive the payment
is established.

Rental income is recognised in the income statement as it accrues using the effective lease agreements.

Other income is recognised as it accrues.

d Consolidation

The Corporation has more than 50% shareholding in some of its investee companies. However, consolidated
financial stiatements of the Corporation and its subsidiaries are not prepared as the Corporation does not have
power, directly or indirectly, to govem the financial and operating activities of these entities so as to obtain
benefits from the activities. Control over these entities lies with the Government of Kenya through the National
Treasury.

l5



lndustrial and Commercial Development Corporation
Financial Statements
As at 30 June 2015

Notes (continued

l. Summary of significant accounting policies (continued)

e lnvestment proPertY

lnvestment propefi is shown at fair value, based on annual valuations by internal professional valuers.

lncreases in the carrying amount arising on revaluation of investment property are dealt with in profit or loss.

f Property and equiPment

All categories of propefi, motor vehicles and equipment are initially recorded at cost. Property and equipment

are subiequently shown at a revalued amount, being its fair value at the date of revaluation less any subsequent

accumulated depreciation and impairment losses. Valuations are performed by internal independent qualified

valuers every three years for land and buildings and five years for other assets.

lncreases in the carrying amount arising on revaluation are credited to other comprehensive income. Decreases

that offset previous increases of the same asset are charged against the revaluation surplus; all other decreases

are charged to profit or loss.

Depreciation is calculated on the straight line basis to write down the cost of each asset, or the revalued amount,

to its residual value over its estimated useful life as follows:

The annual rates in use are:
Motor vehicle and motor cycles
Furniture, fittings and office equipment
Computers

20%
10o/o

33.3%

Leasehold land and buildings are amortised and depreciated respectively over the remaining period of the lease 
I

term.

Gains and losses on disposal of property, motor vehicles and equipment are determined by reference to their

carrying amounts and are taken into account in determining operating profit. On disposal of revalued assets,

amounts in the revaluation surplus relating to that asset are transferred to retained earnings.

The assets residual values and useful lives are reviewed and adjusted as appropriate at each balance sheet
date.

Assets acquired during the year are not subject to depreciation in the year of purchase but full depreciation is

charged on these assets in the year of disposal.

g Computer software development costs

Costs incurred on computer software are initially accounted for at cost as intangible assets and subsequently
at cost less any accumulated amortisation and accumulated impairment losses. Amortisation is calculated on

the straight line basis over the estimated useful lives not exceeding a period of 3 years.

h Financial assets

The Corporation classifies its financial assets into the following categories: loans and receivables, held to
maturity and available-for-sale assets. The classification depends on the purpose for which the financial assets

were aiquired. Management determines the appropriate classification of its investments at initial recognition.
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lndustrial and Commercial Development Corporation
'Financiat Statements
For the year ended June 2015

Notes (continued)

I Summary of slgnificant accounting policies (continued)

h Financialassetr(continued)

Classification

i. Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when the Corporation provides money, goods or services directly to a
debtor with no intention of trading the receivable.

ii. Held- to- maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and
fixed maturities that management has the positive intention and ability to hold to maturity. Where a sale of
other than an insignificant amount of held-to-maturity assets occurs, the entire category is classified as
available-for-sale.

iii. Available - for - sale financial assefs

Available-for-sale assets are financial assets that are not (a) financial assets at fair value through profit or
loss, (b) loans and receivables.

Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at
fair value through profit or loss.

Available-for-sale financial assets are subsequently carried at fair value. Loans and receivables are carried at
amortised cost using the effective interest method. Gains and losses arising from changes in the fair value of
available-for-sale financial assets are recognised in other comprehensive income and accumulated in the
investment revaluation reserve, until the financial asset is derecognised or impaired, at which time the
cumulative gain or loss previously accumulated in the investment revaluation reserve is recognised in profit or
loss.

Quoted investments are those that relate to companies listed on the stock exchange. They are classified as
available-for- sale and are stated at the middle market value as at the end of each reporting period.

Unquoted investments are the unlisted companies in which the Corporation has invested. They are classified
as available-for-sale. Where a significant amount of new investment into a Company has been made within
the financial year, the price at which the investment was made is considered the fair value unless the
conditions have changed since the Corporation made the investment. For all other investments, a weighted
average of the earnings multiple method and net asset valuation is employed.
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lndustrial and Commercial Development Corporation
Financial Statements
For the year ended June 2015

Notes (continued)

I Summary of significant accounting policies (continued)

h Financia! assets (continued)

This method, which draws on market based measures of risk and return, involves the application of an

earnings multiple to the earnings of the business being valued in order to derive a value for the business.

The earnings multiple that is applied is derived from comparable companies or transactions with similar
prospects from a return and growth perspective. Where fair value cannot be reliably measured, the unquoted
investment is canied at cost.

The difference between valuation and cost is recognised in other comprehensive income and accumulated in
the investment fair value reserve. Where valuation is below cost, the difference between valuation and cost
is charged to profit or loss if, in the opinion of the directors, the reduction in value is not considered temporary.

On the disposal of an investment, the difference between the net disposal proceeds and the cost is charged

or credited to profit or loss.

I m p a i rme nt a nd u ncol lecta b i I ity of fi n a n ci al assefs

At the end of each reporting period, the Corporation reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. lf any such indication
exists, the asset's recoverable amount is estimated and an impairment loss is recognised in profit or loss

whenever the carrying amount of the asset exceeds its recoverable amount.

lf it is probable that the Corporation will not be able to collect all amounts due (principal and interest) according

to the contractual terms of loans or receivables impairment or bad debt loss has occurred. The carrying

amount of the asset is reduced to its estimated recoverable amount through use of an allowance account. The
amount of the loss incurred is dealt with in profit or loss for the year. The amount of the loss is measured as

the difference between the asset's carrying amount and the present value of the estimated future cash flows.

For listed and unlisted shares classified as available- for- sale, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence of impairment.

Other factors considered by the Corporation in determining impairment for other financial assets include:
. Significant financial difficulty of the issuer or counter party
. Default or delinquency in interest or principal repayments
o lt becomes probable that the borrower will enter bankruptcy or financial re - organisation

Derecognition of financial assets

The Corporation derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. lf the Corporation neither transfers nor retiains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Corporation recognizes its retained

interest in the asset and an associated liability for amounts it may have to pay.

Derecognition of financial assets

lf the Corporation retains substantially all the risks and rewards of ownership of a transferred financial asset,
the Corporation continues to recognize the financial asset and also recognizes a collateralized borrowing for
the proceeds received.
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' lndustrial and Commercial Development Corporation
' Fin'ancial Statements
As at 30 June 2015

Notes (continued)

I Summary of significant accounting policies (continued)

i Financial liabilities

Financial liabilities, including borrowings, are initially measured at fair value net of transaction costs. Financial
liabilities are subsequently measured at amortised cost using the effective interest method, with interest
expense recognised on an effective yield basis.

Derecogn ition of financial liabilities

The Corporation derecognises financial liabilities when, and only when, the Corporation's obligations are
discharged, cancelled or they expire.

j Receivables

Receivables are amounts due from investments in the ordinary course of business. Receivables are
recognised initially at fair value and subsequently recognised at amortised cost, less any provision for
impairment.

k Payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Trade payables are recognised initially at fair value and subsequently at amortised
cost using the effective interest method.

I Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months or less, net of bank overdrafts.

m Proviaions

Provisions are recognised when: the Corporation has a present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as interest
expense.

n lmpairment of non-financia! ascet3

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset's f;air value less costs to sell and value in use.

For the purposes of assessing impairment, assetrs are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date.
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lndustrial and Commercial Development Corporation
Financial Statements
For the year ended June 2015

Notes (continued)

I Summary of significant accounting policies (continued)

o Current and deferred income tax

The tax expense for the period comprises current and deferred income tax. Tax is recognised in the profit or
loss except to the extent that it relates to items recognised in other comprehensive income or directly in equity.

ln this case, the tax is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of the tax enacted or substantively enacted at the
reporting date. Management periodically evaluates positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. lt establishes provisions where appropriate on the

basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax

bases of assets and liabilities and their carrying values in the financial statements.

However, deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill; deferred
income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than

a business combination that at the time of the transaction affects neither accounting nor tiaxable profit or loss.

Deferred income tiax is determined using tiax rates and laws that have been enacted or substantively enacted at

the reporting date and are expected to apply when the related deferred income tax liability is seftled.

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

be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and
associates, except where the timing of the reversal of the temporary difference is controlled by the Corporation
and it is probable that the temporary difference will not reverse in the foreseeable future.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the defened income taxes assets and liabilities relate to

income taxes levied by the same taxation authority on either the same tiaxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

p Borrowings

Bonowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost using the effective interest method; any differences between proceeds (net of
transaction costs) and the redemption value is recognised in the statement of profit or loss over the period of the
borrowings.

q Employee benefits

i. Retirement benefit obligations

The Corporation operates a defined contribution pension scheme. The assets of the scheme are held in a
separate trustee administered fund. The scheme is administered by independent fund managers and is
funded by contributions from both the employer and the employees.

The Corporation also contributes to the statutory National Social Security Fund. This is a defined contribution
pension scheme registered under the National Social Security Act. The Corporation's obligations under the
scheme are limited to specific obligations legislated from time to time.

The Corporation contributions in respect of retirement benefit schemes are charged to profit or loss in the year
to which they relate.
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I Industrial and Commercial Development Corporation
' Fin'ancial Statements
For the year ended June 2015

Notes (continued)

I Summary of significant accounting policies (continued)

q Employee benefita (continued)

ii. Other entitlements

The estimated monetary liability for employees' accrued annual leave entitlement at the reporting date is
recognised as an expense accrual.

r Comparatives

\A/here necessary the comparative figures have been restated to conform to current period presentation

2. Critical accountng estimates and iudgmentc

ln the process of applying the Corporation's accounting policies, management has made estimates and
assumptions that affect the reported amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The key areas of
judgement in applying the entities accounting policies are dealt with below:

lmpairment /osses

At the end of each reporting period, the Corporation reviews the carrying amounts of its financial assets to
determine whether there is any indication that those assets have suffered an impairment loss. A financial
asset or a group of financial assets is impaired and impairment losses are incurred if there is objective
evidence of impairment as a result of one or more events that occuned after the initial recognition of the asset
(a 'loss event') and that the loss event has an impact on the estimated future cash flows of the financial asset
or group of financial assets that can be reliably estimated. lf any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss. Where it is not
possible to estimate the recoverable amount of an individual asset, the Corporation estimates the recoverable
amount of the cash generating unit to which the asset belongs.

Valuation of unquoted investments

For equity instruments for which no active market exists, the Corporation uses the price of a recent investment
or the earnings multiple to estimate the fair value of these investments. Management uses estimates based
historical data relating to earnings of the investee Corporation and other market based multiples in arriving at
the fair value. The primary assumption in employing the earnings multiple method is that the market has
assigned an appropriate value to the benchmark Corporation. The methodology and assumptions used for
arriving at the market based multiples are reviewed and compared with other methodologies to ensure there
are no material variances.

lncome taxes

Significant judgement is required in determining the Corporation's provision for income tiaxes. There are
many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Corporation recognises liabilities for anticipated tax audit issues based on estimates
of whether additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the income tax and deferred tax provisions
in the period in which such determination is made.
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lndustrial and Commercial Development Corporation
Financial Statements
As at 30 June 2015

Notes (continued)

3. Financial risk management

The Corporation's activities expose it to a variety of financial risks and those activities involve the analysis,
evaluation, acceptance and management of some degree of risk or combination of risks. Taking risk is core

to the Corporation's business, and the operational risks are an inevitable consequence of being in business.
The Corporation's aim is therefore to achieve an appropriate balance between risk and return and minimise
potential adverse effects on its financial performance. The key types of risk include:

Market risk - includes interest rate and other price risk
Credit risk
Liquidity risk

The Corporation's overall risk management programme focuses on unpredictability of changes in the business
environment and seeks to minimise the potential adverse effect of such risks on its performance by setting
acceptable levels of risk.

Risk management framework

The Corporation recognises that in order to pursue its objectives and take advantage of opportunities, it
cannot avoid taking risks, and that no risk management programme can aim to eliminate risk fully.

The Corporation's general risk management approach is to increase the likelihood of success in its strategic
activities, that is, to raise the potential reward of its activities relative to the risks undertaken. Accordingly, the
Corporation's approach to risk management is intended to increase risk awareness and understanding, and
thus support taking risks where appropriate, in a structured and controlled manner. The Corporation however
recognises that in pursuit of its mission and investment objectives it may choose to accept a lower level of
reward in order to mitigate the potential hazard of the risks involved.

To assist in implementing its risk management policy, the Corporation has:

o ldentified, analysed and produced a risk management strategy for those risks which might inhibit
it from achieving its strategic objectives and which would threaten its ongoing survival as a
leading investment Corporation;

o Raised awareness of and integrated risk management into its management policies.
o Promoted an understanding of the importance and value of risk management, particularly

associated with investment opportunities;

Established risk management roles and responsibilities for its board of directors, audit and risk committee
and the risk department.

The risk management function is supervised by the Audit and Risk Committee. Management identifies,
evaluates and hedges financial risks under policies approved by the board of directors. The board provides

written principles for overall risk management, as well as written policies covering specific areas such as price

risk, foreign exchange risk, interest rate risk, credit risk, use of derivative and non-derivative financial
instruments and investing excess liquidity.

The Board has put in place an internal audit function to assist it in assessing the risk faced by the Corporation
on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting and operational
controls.

a
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) !ndustrial and Commercial Development Corporation
' Fin'ancial Statements
For the ended June 2015

Notes (continued)

3. Financial risk management (continued)

Rirk management framework (continued)

a. Market risks

Market risk is the risk arising from changes in market prices, such as interest rate, equig prices, and foreign
exchange rates which will affect the Corporation's income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk exposures
within acceptable parameters, while optimising the return.

(i) lnterest rate risk

The Corporation is exposed to interest rate risk as it borrows funds at floating interest rates in the form of
short term loans (overdrafts) and also holds cash deposits with financial institutions. The interest rates on
the cash deposits are fixed and agreed upon in advance while interest rates on overdrafts are pegged to the
bank's base lending rate or prevailing Treasury Bills rates.

Management closely monitors the interest rate trends to minimise the potential adverse impact of interest
rate changes. Deposits are placed at fixed interest rates and management is therefore able to plan for the
resulting income.

lnterest rate risk analysis

The table in the next page shows the extent to which the Corporation's interest rate exposures on assets
and liabilities are matched. ltems are allocated to time bands by reference to the earlier of the next
contractual interest rate re-pricing date and maturity date.
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lndustrial and Commercial Development Corporation
Financial Statement
For the vear ended June 201 5

Notes (continued)

3. Financial risk management (continued)

Risk management framework (continued)

a) Market risks (continued)

(i) lnterest rate risk (continued)

lnterest rate risk analysis (continued)

An increase or decrease of 100 basis point in interest rates at the reporting date would have increased/
(decreased) profit and loss by the amounts shown below. This analysis assumes that all other variables remain
constant. This analysis is performed on the same basis tor 2014:

Statement of comprehensive
tncome

2015
KShs'000

2014
KShs'000

Loans and advances 1,580 1,740

(ii) Price risk

The Corporation's private equity holdings are valued according to the Private Equity and Venture Capitral
Guidelines, which set out the valuation methodology for fair valuation. Valuation is relatively subjective and
may change from time to time. In addition the valuation is also affected by the volatility of the stock prices
since the Corporation uses the earnings multiple method which entails the use of the share prices of
similar/comparable quoted companies among other components.

Valuation risks are mitigated by comprehensive quarterly reviews of the underlying investments by
management every quarter. The appropriateness of the investment valuations are then considered by the
Audit and Risk committee.

Quoted equity is valued at their market prices. These values are subject to ftequent variations and adverse
market movements. This risk is mitigated by choice of defensive stocks with low price volatilig, and weekly
monitoring of the value changes.
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Notes (continued)

3. Financial risk management (continued)

Risk management framework (continued)

a) Market risks (continued)

(ii) Price risk (continued)

At 30 June 2015, if the prices of all quoted equi$ investments had increased/decreased by 5% with all other
variables held constant, the total comprehensive income for the year would have been Kshs. 516,054,702
(201 4: Kshs 330, 1 0 4,200) higher/lower.

At 30 June 2015, tt the prices earnings for unquoted investments had increased/decreased by 5o/o with all

other variables held constant, the total comprehensive income for the year would have been Kshs

461,640,050 (2014: Kshs 526,444,295) higher/lower.

b) Currency risk

The Corporation operates wholly within Kenya and its assets and liabilities are carried in the local currency
The Corporation is not exposed to foreign currency risk.

c) Liquidity risk

This is the risk that the Corporation will encounter difficulties in meeting its financial commitments from its
financial liabilities. Prudent liquidity risk management includes maintaining sufficient cash to meet its

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

buil[an appropriate liquidig risk management framework for the management of the Corporation's short,

medium and long term funding and liquidity management requirements. The Corporation manages liquidity

risk by maintaining adequate reserves, banking facilities and by continuously monitoring forecast and actual

cash flows and matching the maturity profiles of financial assets and liabilities.

Liquidity risk also relates to the risk that the Corporation would miss out attractive investment opportunities

due to lack of funding. This risk is mitigated by the fact that the available for sale quoted investments can be

converted to cash when funds are required.

The responsibility for managing daily liquidity assessment resides with the Financial Manager. However, the

statement of financial position liquidity management resides with the Corporation's Finance and lnvestment
Committee.

The table in the next page analyses financial liabilities into relevant maturity based on the remaining period

at 30 June 2015 to the contractual maturity date.
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Notes (continued)

3. Financial risk management (continued)

Risk management framework (continued)

c) Liquidity risk (continued)

30 June 2015:
(Shs'000)

Liabilities
Grants and loans
Creditors
Dividends payable 53,000

142,172 53,000 894,630 1,089,802

o-12
months

1-5
years

Over 5
years

894,630

Total

894,630
105,172
90,000

105,172
37,000

Total liabilities

30 June 2014:
(Shs'000)

Liabilities
Grant and loans
Creditors
Dividends payable

986,182

125,000

886,182
97,468

125,000
97,468

Total liabilities 97,468 1 ,01 1 ,182 1,108,650

d) Credit risk

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial
loss to the Corporation. The Corporation has adopted a policy of only dealing with credit worthy
counterparties.

The credit risk exposures are classified in three categories:

. Neither past due nor impaired
o Past due
. lmpaired

Credit risk arises from cash and cash equivalents, deposits with banks, corporate bonds, loans advanced
as wellas trade and other receivables.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings
assigned by the banking regulatory authority. The Corporation has adopted a policy of only dealing with
creditworthy counterparties and only investing in reputable corporates.
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Notes (continued)

3. Financial risk management (continued)

Risk management framework (continued)

d) Credit risk (continued)

The amount that best represents the Corporations' maximum exposure to credit risk at 30 June 2015 is
made up as follows:

l

I

I

I

I

I

l

I

Cash and cash equivalents
Sundry debtors
Related companies current account
Loans
lnvestment in Government securities

Sundry debtors individually determined to be impaired:

Carrying amount before provision for impairment loss
Provision for impairment loss

Net carrying amount

Loans individually determined to be impaired:
Carrying amount before provision for impairment loss
Provision for impairment loss

Net carrying amount

201 5
Shs'000

1,890,929
504,937

277
985,381

99,648

2014
Shs'000

804,339
246,691

352
1,123,290

99,249

3,481,172 2,273,921

Credit terms are agreed with each client and are monitored on an on-going basis by the Corporation.

None of the above assets are either past due or impaired except for the following amounts in sundry
debtors and loans:

i

I

I

I

I

I

I

201 5
Shs'000

108,876
(108,876)

2014
Shs'000

75,562
(75,562)

13,849,178
(13,783,622)

13,862,297
('13,849,429)

I

!

65,556 12,868
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Notes (continued)

3. Financial risk management (continued)

Risk management framework (continued)

e) Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with
the Corporation's processes, personnel, technology and infrastructure, and from external factors other
than credit, market and liquidity risks such as those arising from legal and regulatory requirements and
generally accepted standards of corporate behaviour. Operational risks arise from all of the Corporation's
operations.

The Corporation's objective is to manage operational risk so as to balance the avoidance of financial
losses and damage to the Corporation's reputation with overall cost effectiveness and to avoid control
procedures that restrict initiative and creativity.

The ultimate accountability for operational risk management within the Corporation rests with the Board
of Directors, Consequently, the level of risk that the Corporation accepts, together with the basis for
managing those risks is assigned to senior management. This responsibility is supported by the
development of overall standards for the management of operational risk.

f) Capitalmanagement

The Corporation is governed by the lndustrial and CommerCial Development Corporation Act Cap 445,
Laws of Kenya, which does not provide for a specific capital structure.
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Notes (continued)

4. Financia! assets and liabilities and other fair values

The table below sets out the Corporation's classification of each class of financial assets and liabilities, and
their fair values:

As at 30 June 2015

Assets
lnvestments in quoted companies

Unquoted investments
lnvestments in Government
securities
Loans
Other Companies Current
accounts
Sundry debtors
Short term deposits

Totalassets

Held to
maturity

KShs'000

Loans and
receivables
KShs'000

Available-
for-sale

KShs'000

Other
amortised

cost
KShs'000

Total
carrying
amount
KShs'000

10,321,094

9,232,801

99,648
985,381

277

Fair values
KShs'000

'10,321,094

9,232,801

99,648
985,381

27i

504,937
1,890,92S

10,321,094

9,232,801

99,648
985,381

277

504,937
1,890,929

504,937
,890,9291

99,648 985,381 19,553,895 2,396,143 23,035,067 23,035,067

Liabilities and shareholders'
funds

Bank overdraft
Government loans and grants

67,874
894,630

67,874
894.630

67,874
894,630

962,504 962,504 962,504

As at 30 June 2014

Assets
lnvestments in quoted companies
lnvestments in other companies
lnvestments in Government
securities
Loans
Other Companies Current
accounts
Sundry debtors
Short term deposits
Cash and cash equivalents

Totalassets

Liabilities and shareholders'
funds
Government loans and grants

99,249

6,602,084
10,528,886

6,602,084
10,528,886

99,249
1,123,290

352

259,361
716,082

88.257

6,602,084
10,528,886

99,249

1,123,29C 
.

352

259,361
716,082,

88.257

1,123,290
352

259,361
716,082

88,257

99,249 1 ,123,290 17,130,970 '.l,064,052 19,417 ,561 19,417 ,561
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Notes (continued)

4. Financial assets and llabilities and other fair values (continued)

Fair value hierarchy

The Corporation specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data obtained from
independent sources; unobservable inputs reflect the Corporation's market assumptions. These two types
of inputs have created the following fair value hierarchy:

a) Level 1

Quoted prices in active markets for identical assets or liabilities. This level includes equity securities and
debt instruments listed on the Nairobi Securities Exchange.

b) Level 2

lnputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly as prices or indirectly as derived from prices.

c) Level 3

lnputs for the assets or liabilities that are not based on observable market data (unobservable inputs).
This level includes equi$ investments and debt instruments with significant unobservable components.

This hierarchy requires the use of observable market data when available. The Corporation considers
relevant and observable market prices in its valuations where possible. The following table shows an
analysis of financial instruments reflected at fair value by level of the fair value hierarchy.

30 June 2015
Financial assets:

Unquoted equity instruments
Quoted equity instruments

30 June 2014
Financial assets:
Unquoted equity instruments
Quoted equity instruments

Level I
Kshs'000

10,321,094

Level 2
Kshs'000

9,232,801

Leve! 3
Kshs'000

Total
Kshs'000

9,232,901
10,321,094

10,528,886 10,528,886
6,602,0846,602,084

33



lndustrial and Commercial Development Corporation
Financial Statements
For the year ended June 2015

Notes (continued)

5. Operating income

Dividends
lnterest on loans and advances
Application fees
Management & advisory services
Rental income
lnterest on deposits

6. Other income

Gain / (loss) on disposal of quoted investments
Unrealised gains on investment property
Sundry income
Write back on loans and advances

7. (a) Administration costs

Staff costs (Note 7b)
Directors' expenses and emoluments
Rent and rates
Bank charges
Electricity and water
Publici$ and advertising
Transportation, travelling and subsistence
Printing, stationery and photocopying
Motor vehicle operating expenses
lnsurance costs
Professional expenses
Donations and other contributions
ICT expenses
Auditors' remuneration
Legal fees
Uchumi House securi$
VAT and other taxes
Uchumi House administration expenses
Repairs and maintenance
Subscriptions
Telephone expenses
Other operating expenses

2015
Shs'000

477,552
174,723

6,702
14,434

145/U
166,493

2014
Shs'000

329,529
198,134

3,037
11,225

110,880
120,880

985,368 773,685

718
5,788

10,888
52,326

('t,723)
215,990

2,067
45,470

69,720 261,804

188,856
8,884
2,350

611
18,458
9,746

11,823
2,034
1,024
4,217
4,155

429
6,638
3,206
4,082
9,264
9,544
5,149
4,402
1,46',|.

3,260
12,954

180,946
8,352
3,920

445
20,889
1 0,1 59
14,223
2,089
1,556
3,313

12,242
366

7,924
2,996
1,201
7,739
9,525
5,162

13,947
1,096
3,482
4,614

34
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Notes (continued)

7. (b) Staff costs

Salaries and allowances of permanent employees
Wages of temporary employees
Compulsory National Health lnsurance schemes
Compulsory National Social Security schemes
Other pension contributions
Leave pay and gratuity provisions
Staff welfare

The average number of employees at the end of the year was:

Permanent employees - Management
Temporary and contract employees

8. Operating profit

The operating profit is arrived at after charging / (crediting):

Staff costs (Note 7 (b))
Depreciation of property and equipment (Note 12)
Amortisation of intangible assets (Note 11)
Provision for bad and doubtfuldebts (managed funds)
Provision on bad and doubtfuldebts (loans and advances)
Directors' emoluments

- Fees and allowances
- Other emoluments included in stiaff costs

Auditors' remuneration - current year fees

9. Finance costs

lnterest expense on loans

2015
Shs'000

2014
Shs'000

1U,687
2,495

253
216

7,303
5,782

30,210

140,698
3,675

516
138

'|.0,917
4,028

28,884

188,856 180,946

57
9

59
I

66 68

2015
Shs'000

188,856
29,894

810

40,7',|1
14,245
8,884
5,361
3,206

2014
Shs'000

180,946
30,420

1,104
53,470
23,467
16,500
8,532
7,968
2,996

I,M8 8,48
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Notes (continued)

10. lncome tax expense

(a) Current taxation

Current income tax
Deferred income tax charge

Cost
At start of year
Additions

At end of year

Amortisation
At start of year
Charge for the year

At end of year

2015
Shs'000

2014
Shs'000

Reconciliation of tax expense / (credit) to the expected tax based on accounting profit

The tax on the Corporation's profit before income tax differs from the theoretical amount that would arise

using the statutory income tax rate as follows:
2015 2014

Shs'000 Shs'000
Profit before income tax 1,519,306 602'394

Computed tax using the applicable tax rate at30o/o

Tax effects of :-
lncome not subjected to tax
Expenses not deductible

Deferred tax on capital gains
Over provision of deferred tax in prior years
Movement in deferred income tax not recognised

455,792 180,718

124,595

(305,313)

lncome tax expense

ll. lntangible assets

(416,406)
53,271
36,030
17,665

(146,352)

36,674
1,554

35,080
1,594

38,228 36,674

34,240
810

33,136
1,104

35,050 u,240 I

Net book value

36
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Notes (continued)

12. Propefty and equipment

Year ended 30 June 2014

Cost / valuation

At start of year
Additions
Revaluation

At year end

Depruciation

At start of year
Charge for the year
Revaluation

At year end

Net book value at year end

Year ended 30 June 2015

Gost / valuation

At start of year
Additions

At year end

Depreciation

At start of year
Charge for the year

At year end

1,139,943 19,802 43,241 1,202,986

Land and
buildings

Shs'000

1,138,060
1,883

Motor
Vehicles
Shs'000

Furniture &
equipment

Shs'000

Tota!

Shs'000

1,229,214
7,327

(33,555)

19,802 71,352
5,444

(33,555)

69,066
19,089

16,730
1,530

30,572
9,80'1

(40,373)

116,368
30,420

(40,373)

88,155 18,260 106,415

1,051,788 't,542 43,241 1,096,571

1,139,943 19,802 43,241
15,889

1,202,986
15,889

1 ,1 39,943 1 9,802 59, 1 30 1 ,218,875

88,155
19,123

18,260
1,530 9,241

106,415
29,894

'107,278 19,790 9,241 136,309

1,032,665Net book value at year end
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Notes (continued)

12. Property and equipment (continued)

Property and equipment include the following items that are fully depreciated

Motor vehicles

l3lnvestment property

Opening valuation

Movements during the year:
Additions
Fair value gain

14. Government securitiee

At start of year
Amortisation of discount during the year

I

I

Cost /
Valuation

Shs'000

12,151

Normal
annual

depreciation
charge

Shs'000

2,430

2015

Shs'000

925,500

191,922
5,788

2014

Shs'000

563,140

146,370
215,990

I

I

Closing valuation 1j23,210 925,500

The fair value model has been applied for the investment property. The Corporation commissioned an

internal professional valuer to determine the fair value of the investment propefi as at 30 June 2015 based

on open market method.

l

l

2015
Shs'000

99,249
399

2014
Shs'000

98,972
277

At end of year 99,il8 99,249

The treasury bonds will mature on 14 March 2016. The effective interest rate on treasury bonds at 30 June
201 5 was 1 1.87o/o (201 4: 1 1.87o/o).

l

I
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15. Unquoted investments

Valuation

At start of the year
Additions
Disposal
Fair value (loss) / gain

At end of the year

!mpairment

At start of the year
lmpairment loss in the year

Kenatco Transport Limited (in receivership) - Equi$
Kisumu Cotton Mills(1983) Limited (in liquidation) - Equity
Pan African Vegetable Products Limited (in liquidation) - Equity
Pan Vegetable Processors Limited - Equity
South Nyanza Sugar Limited - Equity

Gross amount

Less: Provision for impairment

2015
Shs'000

10,719,050
180,004

(860,000)
(616,08e)

2014
Shs'000

9,575,401
430,000

713,il9

9,422,965 10,719,050

190,164 136,694
53,470

At end of the year 190,164 190,164

Net book value
9,232,801 10,528,886

Managed funds

Grants and loans include funds disbursed to the following companies being managed funds administered
on behalf of the Government of Kenya.

2015
Shs'000

6,900
19,500
1,265

15,805
10,000

2011
Shs'000

6,900
19,500
1,265

15,805
10,000

53,470 53,470

(53,470) (s3,470)

Net amount
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Notes (continued)

16. Quoted lnvestnentr

Opening valuation

Disposals
Fair value gain

Closing valuation

17. Trade and other recelvabler

Prepayment on staff loans
Recoverable expenses from associate companies
Dividends receivable
Receivable from Uchumi House tenants
Other debtors

Gross trade and other receivables
Less: lmpairment losses

Net trade and other receivables

The movement in the provision for impairment of sundry debtors is as follows:

At start of year
Movement during the year

At end of the year

2015
Shs'000

2014
Shs'000

6,602,084 3,629,183

3,719,010
(822)

2,973,723

10,321,094 6,602,084

57,671
17,223

304,983
121,768
112,'.168

46,101
16,140

125,658
sfi,u2
38,012

613,813
(108,876)

322,253
(75,s62)

504,937 246,691

2015
Shs'000

75,562
33,314

2014
Shs'000

66,226
9,336

108,876 75,562
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18. Loans

(a) Outstanding loans

(i) Large and medlum loans

Loans to significant companies
Less: lmpairment losses

2015
Shs'000

2011
Shs'000

Net large and medium loans

(ii) Small loans

As at 30 June 2015

Commercial
Property
Industrial
Machinery
ICDC/General Motors Kenya Limited / ICDC/Kenya
Breweries Limited

Personal loans
ICDC - Kenya Bus Services Limited
Hire purchase
Corporate
Unclassified loans

Totalsmall loans

Less: lmpairment losses

Net small loans

Net large and medium loans

Totial net loans

Performlng
loans

Shs'000

599,514
319,815

35,444

5,42',|.
(s,400)

Non-
performing

!oanr
Shs'000

2,709,298
414,gil

2,538,281
412,333

20,091

55,393
(5,400)

21 49,993

Total

Shs'000

3,308,812
7U,769

2,538,281
412,333

20,091

183,368
33,583

145,427
7,427,870

(s83)

'147,924
33,583

145,427
7,427,870

(583)

954,773

(34,e6e)

13,8/9,178

(13,783,622)

14,803,951

(13,818,s91)

919,804 6s,s56 985,360

2'.l 21

919,804 65,577 985,381
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18. Loans (continued)

As at 30 June 2014

(ii) Small loans (continued)

Commercial
Proper$
lndustrial
Machinery
ICDC/General Motors Kenya Limited / ICDC/Kenya
Breweries Limited

Personal loans
ICDC - Kenya Bus Services Limited
Hire purchase
Corporate
Unclassified loans

Totalsmall loans

Less: lmpairment losses

Net small loans

Net large and medium loans

Total net loans

(b) Impairment losses on loans

At start of the year
lncrease in impairment
lmpairment losses no longer required
Loans written off

Net large and medium loans

Comprising of:

Large and medium loans
Small loans

Performing
loans

Shs'000

775,272
255,985

43J20

Non-
performing

loans
Shs'000

2,45',1,230
828,164

2,597,312
307,232

Total

Shs'000

3,226,502
1,084,149
2,597,312

307,232

20,678
135,608
34,5M

138,768
7,U9,324

(583)

20,678
178,728
34,564

138,768
7,U9,324

(583)

1,074,377

(14,1 30)

13,862,297

(13,849,429)

14,936,674

(13,863,559)

1,060,247

49,993

12,868

182

'1,073,'|.15

50,175

1,',|10,240 13,050 1,123,290

2015
Shs'000

13,868,959
7,397

(52,346)
(1 e)

2014
Shs'000

14,562,262
uJ3A

(45,470)
(661,963)

13,823,991 13,868,959

5,400
13,818,591

5,400
13,863,559

Total loans impairment

42
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19. Provisions

The Corporation periodically analyses the recoverability of its debtors and makes provisions for each specific
case and with respect to loans and advances, a further general provision based on the loan default history.
During the year, the following amounts were charged to profit or loss.

2015
Shs'000

33,314
7,397

2014
Shs'000

53,470
9,336

14,131

Provision for managed funds (Note 15)
Provision for Uchumi House tenants
General provisions in loans and advances

Total provisions 40,71',| 76,937

20. Cash and cash equivalents

For purposes of cash flow statement:

Short term deposits
Cash in bank

1,890,929 7',16,082
88,257

Cash and cash equivalents 1,890,929 804,339

Bank overdraft (67,874)

Cash and cash equivalents 1,823,055 804,339

The average effective interest rate on the short term deposits as at June 30, 2015 was 11.51o/o (2014:
11.',t3%).

An amount of Shs 12,670,000 (2014:Shs 12,670,000) included in cash above are restricted funds which are
funds deposited in an escrow account in relation to a suit against the Corporation.

21. Reserves

Revaluation reserve

The revaluation reserve relates to the revaluation of certain items of property and equipment. Revaluation
surpluses are not distributable.

Fair value adjustment resorYe

The fair value adjustment reserve arises on the revaluation of available-for-sale financial assets, principally the
marketable securities. When a financial asset is sold, the portion of the reserve that relates to that asset is
reduced from the fair value adjustment reserve and is recognised in profit or loss. Where a financial asset is
impaired, the portion of the reserve that relates to that asset is recognised in profit or loss.
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21. Reserves (continued)

Retained earnings

The retained earnings represent amounts available to the shareholders of the Corporation. Retained earnings

are utilised to finance business activi$.

22. Loans and grants 2015 2014
Shs'000 Shs'000

Grants:
From the Government of Kenya 529,971 529,971

Loans from Government of Kenya:
Balance at beginning of the year
Accrued additional interest
Principal repaid during the year
lnterest repaid during the year

Balance at end of the year

Loans from KFW of West Germany
Balance at beginning of the year
Accrued additional interest
Repayment during the year

333,108
7,928

345,181
7,927

(11,552)
(8,448)

341,036 333,108 
I

23,103
520

27,581
522

(5,000)

Balance at end of the year 23,623 23,',103

Tota! loans and grants 894,630 886,182

There is a proposal to the Government of Kenya to restructure the Corporation's balance sheet. This will

include conversion of some of the above loans and grants into equity and the balance into term loans at agreed
interest rates. The directors are of the opinion that the restructuring proposal will be implemented in the near

future.

23. Deferred tax asset

Deferred tiax is calculated on all temporary differences under the liabili$ method using the enacted tax rate,

currently 30%.

Deferred tax has also been calculated using the enacted rate of 5% on capital gains arising on investment
property. Tax on capital gains was re-introduced and became effective 1 January 2015.

I

I
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23. Deferred tax asset (continued)

The net deferred tax asset at year end is aftributable to the following items:

Property and equipment
Provisions
Deferred tax on capital gains
Tax losses canied fonnard

General creditors
Rent deposit

Balance at beginning of the year
Company contributions during the year
Employee's contributions during the year
lnterest earned on investment of contributions
Paid out during the year

2015
Shs'000

(606)
(1,098,9e6)

36,060
(46,957)

2011
Shs'000

(530)
(1,216,730)

(39,591)

Balance at end of the year (1 ,1 10,499) (1 ,256,851)

The deferred tiax asset has not been recognised in the financial stiatements for the current and prior years as
the directors are of the opinion that the benefit will not crystallize in the foreseeable future.

24. Tra,de and other payables 2015
Shs'000

78,912
26,260

2014
Shs'000

73,682
23,786

Total 105,',172 97,468

25. Retirement benefit obligations

The Corporation operates a defined contribution pension scheme. The assets of the scheme are held in a
separate fund administered by independent fund managers and is funded by contributions from both the
employer and the employees. The schemes financial year ends on 31 December and the balance are as
analysed below:

2015
Shs'000

2'.17,778
9,505
4,753

24,455
(15,460)

2014
Shs'000

192,279
6,562
3,281

21,917
(6,261)

Balance at end of the year 241,03',1

The Corporation also contributes to the statutory National Social Security Fund. This is a defined
contribution pension scheme registered under the National Social Security Act. The Corporation's
obligations under the scheme are limited to specific obligations legislated from time to time.
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26. Dividend payable to the Government of Kenya

The Corporation paid Shs 35,000,000 (2014: Shs Nil) to the Government of Kenya during the year ended 30

June 20'15.
2015 2014

Shs'000 Shs'000

Year 201 5
Prior years 90,000 125,000

27. Notes to the statement of cash flows

a) Reconciliation of operating profit to cash generated from operations

Profit before income tax

Adjustments for:
Depreciation of property and equipment (Note 12)
Amortisation of intangible assets (Note 11)
Provision for managed funds (Note 15)
Gain on disposal of unquoted investments
Loss on disposal of quoted lnvestments
lnterest on Government of Kenya loans (Note 9)
Change in investment in treasury bonds (Note 14)

Gain on revaluation of investment property (Note 13)

Operating profit before changes in working capital

Loans and advances
Trade and other debtors
Payables and accrued expenses
Subsidiary companies current accounts

Cash generated from operations

1,519,306 602,394

2015
Shs'000

29,894
810

(856,628)

8,448
(3ee)

(5,788)

2014
Shs'000

30,420
1,104

53,470

1,723
8,448
(277)

(215,9e0)

695,643 481,292 I

137,909
(258,246)

7,704
75

(117,e1e)
1U,405

13,227
9,887

583,085 520,892

I
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27. Notes to the statement of cash flows (continued)

b) Analysis of changes in loans

Balance at beginning of the year
Net change

Balance at end of year

c) Cash and cash equivalents

Short term deposits
Cash at bank
Bank overdraft

2015
Shs'000

1,123,290
(137,90e)

2014
Shs'000

1,005,371
1',17,919

985,381 1,123,290

1,890,929 703,412
88,257

(67,874)

Balance at end of year 1,823,055 791,669

28. Related parties

a) Government of Kenya

The Corporation is fully owned by the Government of Kenya. The Government of Kenya advanced loans
and grants to the Corporation during its formative years to finance its operation. The relevant balances are
shown in Note 22.

b) lnvestment in other related companies

The Corporation invests in other companies with a view to eaming dividends and capital gain. The relevant
investment balances are shown in Note 15 and 16

i. Divldends earned during the year ane as follows 2015
Shs'000

2014
Shs'000

Dividends (Note 5) 477,552 329,529

Dividends earned from investments are declared based on management policies of respective companies
where the Corporation has invested.
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28. Related parties (continued)

ii. Key management compensation:

Key management includes executive director. The compensation paid or payable to executive director is

shown below: 
2oi5 2014

Shs'000 Shs'000

Salaries
Pension

iai. Directors'remuneration

Fees for services as non-executive directors
Other included in key management compensation above

6,480
1,488

6,480
1,488

7,968 7,968

8,884
5,361

8,532
7,968

'14,245 16,500

iv. Loans and advances to staff

Loans and advances to staff fi2,844 1M,929

The Corporation provides loans and advances to staff as benefits based on staff management policies
prevailing from time to time. The benefit obtained by staff is subjected to income tax as required under the
Kenya lncome Tax Act.

v. Advances to other related parties

The Corporation grants advances to companies where they have invested in to finance their operations and
working capital requirements. The relevant balances are shown in Note 18.

vi. Employees

The lndustrial and Commercial Development Corporation provides certain qualifying employees with car and

housing loans on terms more favourable than available in the market. The benefit obtained by staff is
subjected to income tax as required under the Kenya lncome Tax Act.

I
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28. Related parties (continued)

vii. Uchumi House tenants

The Corporation has standing lease agreements with various Government ministries and departments. The
amounts receivable from these entities as at 30 June were as follows:

2015
Shs'000

67,919
53,849

2014
Shs'000

45,440
50,902

Rent receivable from Government ministries and Parastatals
Rent receivable from other tenants

Total rent receivable

29. Capital commitments

Amounts authorised and contracted for:
a) lnvestments

Loans
Equity

Total investments approved

b) Capitalcommitments

Total commitments
Less: Contracted and engaged

Total commitments

30. Contingent liabilities

Bank guarantees
Legal claims against ICDC

'121,768 96,342

428,000
670,000

25,000
810,000

1,098,000 835,000

559,767
(53,544)

311,121
(131,919)

506,223 179,202

1,604,223 1,014,202

35,000
71,579

35,000
71,579
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30. Gontingent Iiabilities (continued)

As at 30 June 2015, the Corporation had issued guarantees amounting to Shs 35,000,000 (2014: Shs

25,000,000) in favour of third parties. No losses are expected from these guarantees.

The Corporation has been sued by third parties for claims amounting to Shs 71,579,012 (2014: Shs

71,579,012) including the interestthereon and costs of the suits. ln addition, the Corporation has deposited

Shs 12,670,000 in a joint interest earning account with the advocates of parties in a suit with the Corporation

and obtained a bank guarantee of the same amount in respect of the matter. No provision has been made in
these financial statements as the directors are of the opinion that no liability in respect of the above matters

willcrystallise.

The Corporation has investments in three of the six bottling companies in Kenya. On 26 October 2012, the
boftling companies lost a case against the Kenya Revenue Authority (KRA) for contested demand for tax
arreari, penalties and interest for the period 2006 to 2009 relating to excise tax on returnable containers.

The bottling companies lodged an appeal against the ruling and have in the meantime obtained conservatory
orders from the court maintiaining the status quo/staying any adverse action as the notice of appeal is filed.
The Directors' assessment is that the matter will be resolved amicably with minimal impact to the business of
the bottling companies.

31. Future rental commitments under operating leases 2015 2014
Shs'000 Shs'000

The total future minimum lease payments due from third parties under non - cancellable leases are as
follows:

l

I
J

I

I

Due within one year
Due within one year but less than 5 years
Due after 5 years

133,353
347,103

6,160

116,345
354,080

13,449

l

I
486,616 483,874

32. lncorporation

The lndustrialand Commercial Development Corporation is incorporated as a Government Parastatal in

Kenya under the lndustrial and Commercial Development Corporation (ICDC) Act (Cap.445 Laws of Kenya)

and is domiciled in Kenya.
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