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t. KEY Sf,RVtCE TNFORMATTON AND MANAGEMENT

WHO WE ARE

Kenya Forest Service is a body corporate established under the Forest Conservation and
Management Act no 34 of 2016. The Act which was operationatized on 31st March 7017 ,
gave the Service's mandate as "to provide for the development and sustainoble
monogement, including conservation ond rationol utilization of all forest resources for
the socioeconomic development of the country and for connected purposes"

The Service is classified as a service State Corporation under PC 3A with a national
spread stratified into ten (10) forest conservancy areas that are ecotogicatty
demarcated, with ecosystem offices in all the counties. These offices are critica[ in the
coordination of forest conservation, management and surveittance.

OUR VISION
To be an internationatty recognized knowtedge-based organisation of excetlence in
sustainabte forest resources devetopment, conservation and management.

OUR MISSION
Conservation, management, devetopment and sustainable utilisation of forests and
attied resources

OUR MANDATE
The Corporate goat of Kenya Forest Service is to conserve, manage and devetop forests
in Kenya to achieve and maintain a forest cover of at [east ten per cent of the [and area
by the year 2030.

CORE VALUES
Our core vatues form the foundation of how we conduct ourselves when carrying out
our duties.

KFS witt be guided by the fottowing core vatues ;-(4 R, E, E, I, S):

a

a

Teamwork: Embrace mutuaI support, active participation, cottective responsibitity,
open communication, information sharing and mentoring.
Results Oriented. Atlocation of resources based on measured performance to
maxi mize effectiveness.
Equity: Fairness, affirmative action and sensitivity
Excellence: Chattenge to the highest tevel of performance, to create the greatest
impact.
lntegrity: Conduct our daity business on the basis of accountability and
transparency, with a zero toterance for corruption.
Scientific principles ond professionolism: Decision making and practice wit[ be
based on current scientific knowledge and best practice.

o

a

a
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Principa I Activities

The principal activities of the Service continue to be;
i. Conserve natural forest for provision of environmental goods and services.
ii. Devetop and manage pubtic forest plantations for wealth and emptoyment

creation.
iii. lncrease forest cover outside the pubtic forest areas
iv. Protect and secure Pubtic forests and other corporate assets.
v. Strengthen capacity for efficient utitization of resources and effective

service detivery.

Key Management

Kenya Forest Service day-to-day management is under the foltowing key organs:

Board of Directors;
CEO; and
Senior Management Team

Fiduciary Management

The key management personnel who hetd office during the financia[ year ended 30th
June 2017 and who had direct fiduciary responsibitity were:

No
1.
2.
3.
4.
5.
6.
7.
8.

9.

10.

11.

7

3

Designation
Chief Conservator of Forests (CCF)
Senior Deputy CCF, Support Services
Senior Deputy CCF, Fietd Operations
Senior Manager, Finance & Admin.
Senior Deputy CCF, KFC

Manager, Legat Services
Manager, Corporate Services
Deputy CCF, Ptantation &
Enterprises
Deputy CCF, Forest Extension
Services
Deputy CCF, Forest Conservation &
Management
Deputy CCF, Enforcement &
Compliance
Manager, Finance & Accounting
Manager, Human Resources &
Admin.
Principal Suppty Chain Officer
Principal lnternal Audit Officer
Principal Corporate Communication

Name
Mr. Emilio N. Mugo
Madam Monica Kalenda
Mr. Esau O. Omolo
Mr. Patrick Nyaga
Mr. Peter K. Waweru
Madam Esther Keige
Madam Lucy Kiboi
Mr. Simiyu B. Wasike

Mr. Patrick Kariuki

Madam Charity Munyasya

Mr. Alex Lemarkoko

- Madam Anastasia Muasya
- Madam Juliana Ochieng

Mr. Victor Kobia
Mr. Stephen Mugi
Madam Anne Muthamia

14.
15.
16.

_{il-
xE'lYl
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Fiduciany Oversight Arrangements
The Board has four Committees with specific detegated authorities. These are the Board
Audit and Governance Committee, the Board Human Resources and Administration
Committee, the Finance and General Purposes Committee and the Technical, Ptanning
and Devetopment Committee.

i) Technical, Planning and Development Committee
The Technicat, Planning and Devetopment Committee is responsibte for ensuring; poticy
oversight, operational and [ega[ comptiance, advising the board on proposed subsidiary
legistation, effective management of forests, effective organisational structures for
forest conservancy areas as wetl as approvats of technica[ poticies, strategies and
systems.

NO.
1.

2..

3.
4.
5.
6.
7.
8.

NO.
1.
2.
3.
4.
5.
6.
7.

NAAAE
Dr. Christopher Gatama Gakahu
Mr. John Gethi
Ms. Naomi Apali Mogoria
Principal Secretary/MEN R

PrincipaI Secretary / Devotution
Director, KEFRI
Director General, KWS
CCF, KFS

NAME
Mr. John Gethi
Ms. Naomi Mogoria
Dr. Getas Simiyu
Principat Secretary /Treasury
Principat Secretary /MENR
Director Generat, NEMA
CCF, KFS

POStTtON
Chairperson
Member
Member
Member
Member
Member
Member
Member

ii) Finance Committee
Jhe Finance Committee evatuates and recommends poticies to ensure the financial
jtabitity, corporate wettbeing and effective management of the Service's resources as

{vett as recommend financiat plans, activety monitor fiscat performance and advise on

lppropriate standards for assessing business risk.

POStTtON
Chairperson
Member
Member
Member
Member
Member
Member

,G
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iii) Human Resource and Administration Committee
The main function of the Human Resources and Administration Committee is poticy
oversight and effective management of Human resources and administrative functions.

NO.
1.

2.
3.
4.
5.
6.
7.

NAME
Captain John Miriti
Mr. Bernard Sang
Dr. Getas Simiyu
Principat Secretary iMENR
PrincipaI Secretary / Devolution
Director Generat, KWS
CCF, KFS

POSITtON
Chairperson
Member
Member
Member
Member
Member
Member

iv) Audit Committee
The Audit Committee evatuates and recommends poticies on the Service's internal
controts and financiat propriety as we[[ as risk management, review matters connected
with audits and the provision of assurance regarding internal controts.

NO.
1.
2.
3.
4.
5.

6.

POStTTON
Chairperson
Member
Member
Member
Member
Member

Headq u a rters

Kenya Forest Service
P.O. Box 30513 - 00100,
Karura Forest, off Kiambu Road,
Nairobi - Kenya.

Contacts

Telephone: Q5$ 0202014663 I 020 2589055
E - mai t : i nfo@kenyaforestservice. org, di rector@kenyaforestservice. org
Website : www. kenyaforestsevice. org
I ex"rorestService

E 
^"nru 

Forest Service

& x"nyu Forest Service

_Iil-
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Director, KEFRI
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Kenya mercial Bank
P.O. 14959
Tel: + 20-3747576
Fax: -20-3747576
E-ma info@kcb.co.ke

www.kcb.co.ke

Bank of Kenya
48231-00100,

+254-20-3776000
+254-20-219821

erservice@co- pban k. co. ke
te: www.co-opbank.co. ke

t Bank of Kenya
Box 77866-00200 Nairobi
020-2828000
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E
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P.O. Box 44599-00100, GPO,
Tel: + 754-20-28888000/ 4948000
Fax: + 254-20-2888505
E-mait: customercare@nic- bank. com
Website: www. nic-bank. com

Equity Bank
P.O. Box 75102-00200- Nairobi
Tet: +254-20-2262000
Fax: +754-20-2737276
E-mai l: info@equitybank. co. ke
Website: www. equitybank.co. ke

r

Co-o
P.O.
Tet:
Fax:
E

P

ffai rs@n ati on a Iban k. co. ke

lndependent Auditors

lirditor General
Kenya NationaI Audit Office
Anniversary Towers, University Way
F.O. Box 30084
GPO 00100
f.lairobi, Kenya

Principal Legal Adviser

The Attorney Genera[
State Law Office

arambee Avenue
.O. Box 40117
ity Square 00200
airobi, Kenya
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II. THE BOARD OF DIRECTORS

Mr. Peter Kinyua - Chairman

Mr. Peter Kinyua graduated from Satve Regina
University, Rhode lstand, SA, in May 1986, with a
Bachelor of Arts and Science Degree. He is a coffee
trader and has been exporting coffee for over 25 years.
He is a member of Mitd Coffee Traders Association and
the founder Chairman of Kenya Coffee Traders
Association. He has atso been a Director of the Coffee
Board of Kenya. Currently he is a coffee Farmer in Juja,
Kenya and has a passion for conservation and is also a
board member of the Kenya Witdtife Service. He
successfutty sourced for substantiat funding for
conservation through Rhino Ark, a Charitabte Trust that
hetps save Kenya's Black Rhino poputation.

Ms. Naomi Apali Mogoria - Vice Chair

Ms. Apati is an urban and regional ptanner by training,
with pubtic sector and practitioner experience as a
consuttant for both national and county government.
Currently she is a tecturer at Jaramogi Oginga University
of Science and Technotogy, Bondo Kenya. Has passion
and undertakes consuttancies in these fields, gender,
sociaI ptanning, environmentaI ptanning, strategic
planning and urban and regional ptanning. She is also a
member of the Busia County Land Management Board. As
a past time and ptoughing back to society, Naomi carries
out mentorship programmes in institutions of learning for
chitdren and youths.

Capt. John Miriti
Provide a concise description of eoch Director's dote of
birth, key quolificotions ond work experience
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Dr. Christopher Gakahu

Dr. Gakahu is the Chairperson of the Technicat,
Ptanning & Development Committee of the Board. He
hotds a BSc. and PhD in Zootogy Biotogy of
Conservation from the University of Nairobi. He has
atso undertaken post-doctoraI studies and research at
the Aberdeen University in UK, at Griffith University,
Brisbane Austratia and at San Diego State University -

Catifornia. He is an environmentat scientist, currentty
the principaI consultant with Oikos Africa Environment
Services Ltd. He has served as the Assistant Country
Director in charge of programmes in United Nations
Devetopment Programme (UNDP) in Kenya where he
doubted as the Energy, Environment and Natural
Resources advisor and Team Leader for 15 years.
Before joining the UNDP, Chris worked as researcher
and biodiversity advisor at Witdtife Conservation
lnternationat (WCl) - now African Conservation Centre
(ACC) and the lnternational Union for Conservation of
Nature (IUCN). Prior to that, he had a ten years
academic tenure at University of Nairobi and Moi
University in Kenya. He has pubtished widety and also
edited several books.

Dr. Gelas Simiyu Muse

Dr. Getas holds a Bachetor's Degree in Education
Science and Post-Graduate Degrees in Environmental
Studies (Environmental Heatth). He has practicaI
experience in poltution control and environmental
conservation.

Currently he is a Senior Lecturer and Head of
Department, Environmental Biotogy and Heatth, School
of Environmental Studies, University of Eldoret, Kenya.
He is a Registered Geotherma[ Association of Kenya
member and Registered NEMA Lead EIA/EA Expert.
Actively practices in environmentat and socia[ impact
assessment for wind energy, geothermal power
projects, aeria[ chemicat spray projects. He has
participated in ctimate change mitigation; riverine
catchment afforestation; and community spring water
protection activities through START lnternationaI
Research grant programmes.

i
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_{il-

Mr. Benard Sang

Mr. Sang, is a registered and practicing Quantity surveyor
(QS) with experience spanning over 25 years. He has a
versatite knowledge in the buitding industry in quantity
surveying and project management. He has served in the
past as a director at Kenya Pipetine Company.

He is a graduate of the University of Nairobi with a
Bachetor's Degree in Buitding Economics.

Mr. John Gethi

Mr Gethi is the Chairperson of the Finance Committee of
the Board. He is currentty Director - Mitk Procurement -

Brookside Africa Ltd & General Manager Gicheha Farms
Ltd. He is an Agricuttural Economics graduate of
University of London. He has been in farming and the
agribusiness industry for atmost 30 years and has hetd
severaI agribusiness responsibitities spanning dairy, seed,
horticutture, coffee and tea. John has atso been invotved
in several National dairy task forces set up to tackte key
issues within the industry.

Mr. Christopher Musumbu - Rep. PS, MENR

Provide a concise description of each Director's date of
birth, key quolifications ond work experience

Ms. Polly Maingi - Rep. CS, National Treasury

Provide o concise description of each Director's dote of
birth, key qualifications and work experience
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I

Ms. lrene Kamunge - Rep. DG, NEMA

Provide a concise description of each Director's date of
birth, key qualifications ond work experience

Dr. Ben Chikamai - Director, KEFRI

Dr. Chikamai is currently Director/Chief Executive
Officer, Kenya Forestry Research lnstitute and a Board
member of the lnternational Union of the Forestry
Research Organisations {President's Nominee} and
liaison Officer for Africa. He is also the Regionat
Coordinator of the Commonwealth Forestry Association
(CFA) in Africa. He has a B.Sc. in Forestry from the
University of Nairobi, a M.Sc. in Forestry from the
University of Toronto, Canada and a Ph.D. from the
University of Wates, Bangor, UK. He has extensive
working experience in Forestry Utilization, Forestry and
NaturaI Resources Management, Research Management
and Networking in Research and Devetopment. Ben is
atso an Executive Secretary - The Network for Naturat
Gums and Resins in Africa (NGARA).

Mr. Patrick Ojwang - Rep. PS, Devolution

Provide o concise description of each Director's dote of
birth, key qualificotions and work experience

Mr. James Ntabo - Rep. PS, Water & Irrigation

Provide o concise description of eoch Director's dote of
birth, key quolificotions ond work experience
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Dr. Samuel Kasiki - Rep. Director, KWS

Dr. Kasiki is currentty the Deputy Director Biodiversity,
Research and Monitoring at Kenya Witdtife Service. He
hotds a PhD in Ecology, a MSc. in Conservation Biotogy, and
a BSc. in Botany and Zoology.

He has over twenty-eight (28) years of experience.

Mr. Emilio Mugo - CCF, KFS

Mr. Mugo is the Chief conservator of forests and sits on
the Board of the Kenya Forest Research lnstitute. He is a
career forest officer with a master's degree in teams and
financing, a post graduate diploma in project
management and a bachetor's degree in forestry with
over thirty (30) years' experience in the fietd and in
management. He has also undergone basic training at the
National Youth Service and officer's paramititary course
at the Administration Potice Training Cotlege in addition
to being a member and past chairperson of the Forestry
Society of Kenya.

Ms. Esther Keige - Corporation Secretary

Ms. Keige is the Corporation Secretary/ Head, Legat
Services. She hotds a Bachetor's Degree in Law (LLB), a
Post Graduate Diploma in Law and currentty undertaking
a Master's degree in Environmentat Law.

She is an Advocate of the High Court of Kenya, a
Commissioner for oaths and a Certified Secretary. She is
a member of the Law Society of Kenya (LSK) and the
lnstitute of Certified Pubtic Sectaries of Kenya (ICPSK),
with over twenty (20) years' experience as an advocate.
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ilr. MANAFEMENT TEAM

I

Emilio Mugo - Chief Conservator of Forests

Mr. Mugo is the Chief conservator of forests and sits on
the Board of the Kenya Forest Research lnstitute. He is a
career forest officer with a master's degree in teams and
financing, a post graduate diptoma in project
management and a bachelor's degree in forestry with
over thirty (30) years' experience in the fietd and in
management. He has also undergone basic training at the
Nationa[ Youth Service and officer's paramititary course
at the Administration Potice Training Cottege in addition
to being a member and past chairperson of the Forestry
Society of chairperson of the Forestry Society of Kenya.

Monica Kalenda - Senior Deputy Chief
Conservator of Forests, Support Services

Mrs Kalenda is in charge of Support Services. She is a

career forest officer with a master's degree in Natural
Resources Management, post graduate diploma in
Corporate Governance, and a bachelor's degree in
forestry with over thirty (30) years' experience in the
fietd and in management. She has atso undergone basic
paramititary training at the Nationa[ Youth Service and
officer's course at the Administration Potice Training
Cottege in addition to being a member of the Forestry
Society of Kenya and Kenya lnstitute of Management.

Esau O. Omolo - Senior Deputy Chief
Conservator of Forests, Field Operations

Mr. Omolo is in charge of Fietd Operations. He hotds a
master's degree in geo-information science and earth
observation hotds a certificate in forestry research and
extension as wetl as a bachelor's degree in land resource
studies with over thirty (30) years' experience. He has
atso undergone basic paramilitary training at the Nationat
Youth Service and officer's course at the Administration
Police Training Coltege in addition to being a member of
the Forestry Society of Kenya.
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Patrick Nyaga - Senior Manager Finance and
Administration.

Mr. Nyaga is in charge of Finance and Administration and
represents the Director on the Board of Rivatex East
Africa Limited. He hotds a master's degree in Strategic
management, is a certified pubtic accountant (K), hotds
diplomas in; Suppty chain management, financial
services and customer service management as we[[ as a
bachelor's degree in commerce with over eighteen (18)
years' experience. He is a member of; Life Office
Management Association (LOlvtA), lnstitute of Certified
Pubtic Accountants (ICPAK) and associate - Kenya
lnstitute of Suppties and Management (KISM), as wett as
being a certified retirement benefits trustee.

Esther Keige - Corporation Secretary

Ms. Keige is the Corporation Secretary/ Head, Legal
Services. She holds a Bachelor's Degree in Law (LLB), a

Post Graduate Diptoma in Law and currentty undertaking
a Master's degree in Environmental Law.

She is an Advocate of the High Court of Kenya, a

Commissioner for oaths and a Certified Secretary. She is
a member of the Law Society of Kenya (LSK) and the
lnstitute of Certified Pubtic Sectaries of Kenya (ICPSK),
with over twenty (20) years' experience as an advocate.

Lucy Kiboi - Manager Corporate Services

Mrs. Kiboi is in charge of Corporate services. She hotds a
Master's Degree in Business Administration and a

Bachetor's of Science Degree and is a Certified Pubtic
Accountant (K). She has over twenty-five (25) years'
experience. She is a member of lnstitute of Certified
Pubtic Accountants (ICPAK) & Kenya lnstitute of
Management (KlM).
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Simiyu B Wasike - Deputy Chief Conservator of
Forests, Plantation and Enterprise

Mr. Wasike is in charge of Plantations and Enterprises. He
hotds a bachetor's degree in forestry with over thirty (30)
years' experience. He has undergone strategic
management courses at the Kenya School of Government
(KSG). He has atso undergone basic paramilitary training
at the Nationa[ Youth Service and officers course at the
Administration Potice Training Co[tege in addition to
being a member of the Forestry Society of Kenya

Patrick Kariuki - Deputy Chief Conservator of
Forests, Farm and Dryland Forestry

Mr. Kariuki is in charge of Farm and Dryland Forestry.
He hotds a Master of AgriculturaI Studies (Rurat
Devetopment, Administration and Management), as wetl
as a Bachetor of Science Degree in Forestry with over
thirty (30) years' experience in forest management and
administration in addition to extensive operationaI
knowledge in project devetopment and management.
He pioneered the establishment of farm forestry fietd
schools in the forestry sector in Kenya. He has atso
undergone basic paramititary training at the National
Youth Service and officer's course at the Administration
Potice Training Cottege in addition to being a member
of the Forestry Society of Kenya.

Charity Munyasya - Deputy Chief Conservator
of Forests, Forest Conservation and
Management

Ms. Munyasya is in charge of Forest Conservation and
Management. She previously hetd the position of Senior
Assistant Director and served as Head of Conservancy-
Nairobi. Ms. Munyasya has over twenty-five (25) years'
experience in the forestry sector. She hotds a Masters of
Arts degree in lnternationat Studies and is a futt member
of the Forestry Society of Kenya.
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Anastasia
Accounting

Muasya lvlanager Finance and

Mrs. Muasya is in charge of Finance and Accounting. She
holds a master's degree in Business administration, is a
certified pubtic accountant (K), as wetl as a bachetor's
degree in Commerce with over thirty (30) years'
experience. She is a member of the lnstitute of Certified
Pubtic Accountants (ICPAK).

Juliana Ochieng - Manager Human Resource
and Administration

Mrs. Ochieng is charge of Human Resource and
Administration. She hotds a master's degree in business
administration, a Bachetor's degree in Human Resource
Management and an advance Diploma in Human Resource
Planning and Devetopment. Other Skitls development
courses undertaken inctude Strategic Leadership
Devetopment Programme and Senior Management
Course. She is a member of the lnstitute of Human
Resource Manasement.

Alex Lemarkoko - Deputy Chief Conservator of
Forests, Protection & Security

Mr. Lemarkoko is in charge of Protection & Security. Mr.
Lemarkoko has over twenty-five (25) years of experience
in forest management and protection. He hotds a Masters
of Arts degree in lnternational Studies and is a Futt
Member of the Forestry Society of Kenya

Peter Waweru
College

Principal, Kenya Forestry

Mr. Peter Waweru is in charge of Kenya Forestry cottege.
The college carries out diploma and certificate courses
in Forestry and paramititary. He hotds a master's degree
in lnternational studies Science, a post graduate diploma
in education as wett as two bachetor's degrees in forestry
& nature conservation, with over thirty (30) years'
experience. He has atso undergone basic paramilitary
training at the Nationa[ Youth Service and officer's
course at the Administration Potice Training Coltege. He
is a member of the Forestrv Societv of Kenva.
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L
Victor Kobia - Principal Supply Chain Officer
Mr. Kobia is in charge of Suppty chain management. He has
over fourteen (14) years' experience in Suppty Chain
Management in the pubtic sector. He hotds a Master's
Degree in Procurement and Logistics and is a Fut[ Member
of Kenya lnstitute of Suppties Management (KISM).

Stephen Mugi - Principal lnternal Auditor

Mr. Mugi is in charge of internal audit and has over nine
(9) years of experience in Auditing in the pubtic sector. He
hotds a Master's of Science Degree in Finance and is a
member of lnstitute of the lnternal Auditors (llA) - Kenyan
Chapter and lnstitute of Certified Pubtic Accountants of
Kenya (ICPAK).

Anne Muthamia
Communication Officer

Principal Corporate

Ms Muthamia is in charge of Corporate Communications.
She hotds a master's degree in Communication Studies, as
wetl as a bachelor's degree in Communication with over
fourteen (14) years' experience. She is a member of
Pubtic Retation Society of Kenya (PRSK) and Association of
Media women in Kenya (AMWIK).
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lAr. Peter Kinyua - Chairman, KFS Board of Directors

IV. CHAIRMAN'S STATEMENT

Forest devetopment in Kenya is dependent on
the rich natural resource base especiaLty with
regard to tourism devetopment, energy
production, food security, timber production,
and provision of a host of non-timber forest
products that directty or indirectty contribute
to the livelihoods of citizens. ln addition,
forests support the provision of environmental
services inctuding resilience to the impacts of
ctimate change. I joined the Service through a
Kenya Gazette Notice No. 1464 of 11th March
2016.

2016/7017 was the final year of the second
strategic ptan 7014-2017 with the Service
having substantiatty achieved its strategic
objectives and marked the beginning of its
third strategic ptan 7017- 7021. The year was
atso a period of transition for the Service and
the nationat forestry sector fotlowing the

repeat of the Forests Act No. 7 of 2005, enactment and operationatization of the Forest
Conservation and Management Act of 2016. Over the same period the National Forest
Programme 7016 - 2030 was launched which witl influence the operations of the Service and
the national forest sector going forward.

The national tree cover isal7.22% up from 6.39% and continues to increase with the aim of
reaching the 10% constitutional minimum with the Service being a major ptayer in ensuring
the same. Sporadic acts of terrorism continue to affect the country and the Service being part
of the National security system, witl continue to provide support security operations ted by
the Kenya Defence Forces in Boni forest.

During the year, the Service grew its internatly generated revenues (appropriation in aid) by
Kshs 660,226,7701- being an 18% increase. lt registered a 176%lurnaround from a deficit of
Kshs. 676,451,501 to a surptus of Kshs 516,152,411 transtating into Kshs 1,192,603,917/- in
tine with its long-term objective of being financiatty sustainabte. ln order to protect the state,
county and newty gazetted forests as set out in its mandate, the Service spent a total of Kshs
6,419,062-,6151 - being a nominat increase of 7% consistent with its cost management strategy.

Att this woutd not have been possible without the support of both the National and county
governments, the backing of my fettow Directors, the commitment of the management team
and staff as wetl as contributions by stakehotders. To all of whom I say Asante Sana.

Suffice to say the Service having ptayed a role in the devetopment of the National Forest Poticy
2016 - 2030 as wetl as the Forest Conservation and Management Act of 7016 looks forward to
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ion. As we move to the next year the Service will aim to grow the forest
an eye on dry [and forests, improve service detivery, diversify its revenues
wetfare
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V. REPORT OF THE CHIEF EXECUTIVE OFFICER

ttr. Emilio lvlugo - Chief Conservator of Forests

The impressive financiat performance was as a
result of our continued focus on the Service's
mandate of sustainable devetopment and
management of forests as wetl as conservation
and rationa[ utitisation of atl forest resources
for the social-economic devetopment of the
country.

We realigned our operations resutting in
increased revenue generation due to putting
customers first through faster service detivery,
providing relevant services and enhancing
operational excettence. Overatt, the revenues
increased by Kshs 1 ,602,243,8921 - being a 30%
growth. This improvement was mainty driven

by internatty generated revenue streams which
increased by Kshs 660,226,770/- (being an18% increase) to the improved bottom [ine.

Our expenditure increased marginatty by 7% mainty due to emptoyee costs given our operations
are labour intensive and the expansive forest estate the Service is entrusted with protecting,
conserving and managing that spans over 700,000 hectares in a[[ forty-seven counties. Our
cash ftows continue to remain heatthy white our accumutated revenue reserves have grown by
95% over the period. The asset base continues to be stabte and the Service wi[[ continue to
grow it. Att this has enabted the Service realise a surptus of Kshs 516,157,411/-, a [arge
improvement from the previous year's deficit.

The Service as part of enhancing operational exceltence has gone cashless in att its offices,
introduced atternative payment systems and continues to automate its systems and processes.
It is atso consotidating its services and products to provide a one stop shop experience for its
customers and stakehotders.

The Service marches towards 2017 /7018 with renewed optimism fottowing the
operationatization of the Forest conservation and management act 2016 which provides a

number of opportunities for increasing the forest cover white generating more revenues for
the Service.

ffiororForests

_G_

ch

XET{YA Page xix

l-

T\,C

IJ'i\
\

n\-l



a

Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017

VI. CORPqRATE GOVERNANCESTATEMENT

We believe in good corporate governance as an organisation. The Board provides
leadership through oversight, review and guidance whitst setting the strategic direction.
It is the primary decision-making body for a[[ matters considered as material to the
Service. The Board has the appropriate mix of skitts, knowtedge and experience to perform
its rote effectivety.

Board meetings are hetd quarterty. The Board has a formal schedute of matters specificatty
reserved for detiberation. The Service ensures that it provides the necessary resources
and expertise to the Board of directors to assist them in their decision-making and as such,
they are regutarty consulted on key poticy matters.

Genera I Responsibi lities
The Board has a duty to the peopte of Kenya to ensure that the KFS achieves its objectives
efficientt! and effectivety and in comptiance with the Forests Act 2005. Statutory powers
of the KFS Board inctude:

} Approve and ratify the poticies of the Service.
) Manage, controt and administer the assets of the Service in such manner and for such

purposes as are best to promote the purposes for which the Service is estabtished.
> Receiye any gifts, grants, donations or endowments made to the Service.
F Determine the provisions to be made for capital and recurrent expenditure and for the

reserves of the Service.
)> Open a banking account or banking accounts for the funds of the Service.
F lnvest any moneys of the Service not immediatety required for the purposes of this Act
D Determine and issue the terms and conditions for the appointment and enlistment of

personnet to the Service.
) Co-operate with other organizations undertaking functions simitar to its own, whether

within Kenya or otherwise.

Specific Responsibilities
Given the powers afforded above and taking into consideration matters of corporate
governance, the KFS Board witt execute the foltowing specific responsibitities;

o Determine a ctear statement of KFS's vision, mission, purpose and vatues.
. Make recommendations for appointment of the Director
o Monitor and appraise the performance of the Director
o Appoint and appraise other senior managers
o Ensure accountabitity through quatity management systems
. Ensure adequate strategic ptanning
o Ensure adequate business and operationaI ptanning
. Ensure KFS has adequate financial resources
o Ensure adequate financiaI reporting
. Ensure adequate standards of internal controls
. Approve staff employment policies and practices
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. Assess corporate performance through externaI evatuations
o Manage, protect and enhance KFS's reputation
o Ensure an efficient and effective functioning Board

Except for direction and guidance on generaI poticy, the Board has detegated the authority
for the conduct of day-to-day business to the Director and the Management.

Directors' remuneration
The remuneration of att directors is subject to regular review to ensure that levets of
remuneration and compensation are appropriate as provided for by taw. The directors are
paid a sitting attowance for meetings attended.

The Service practices affirmative action and equal opportunity recruitment of quatified
persons. lt has in ptace a disabitity poticy and a gender poticy to guide its actions and
decisions. As part of its staff devetopment programme, the Service endeavours to
empower atI staff regardtess of their catibre through various measures whose effectiveness
is monitored on a regutar basis.
The Service recognizes its human capitat to be strategic to the achievement of its business
objectives and has imptemented as part of its policy, a comprehensive medicat scheme
for atl its staff and dependants that atso caters for pre-existing conditions and HIV/AIDS
to assist a[[ who may be infected or affected. lt atso ensures staff carry out their duties in
an ethical manner and has an anti-corruption poticy that is imptemented to the tetter. lt
atso has embedded into the medical scheme a component of emptoyee assistance for staff
that are affected or addicted to Atcohol and/or abusing drugs.

Risk Management and lnternal Controls
The Board of Directors has overall responsibitity for the estabtishment and oversight of the
Service's risk management frameworks. The Seryice's Risk Management Poticies are
established to identify and analyse the risks faced by the Service, to set appropriate risk
limits and controls, and to monitor adherence timits. Risk Management poticies and
systems are reviewed regularty to reflect changes in operating conditions, tegistation and
services offered. Subsequentty, the Service identifies and manages risk through in-house
risk review enhanced by comptiance, internat and external audits. The Service has in place
a system of internal controts with defined procedures, financiat and operational controls
to ensure that resources are safeguarded; transactions authorised, vatidated and reported
in line with lnternational Public-sector Accounting Standards.

Corporate Social Sustainability
The Service has put in ptace a corporate socia[ responsibility strategy to better address its
corporate social sustainability initiatives. Consequentty, it has adopted a structured
approach to sociat sustainabitity issues as part of its corporate ptan. The Seryices'
initiatives for the focaI period are outlined in the corporate sociaI responsibitity
statement.

,.*
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Board Cornmittees
The Board has four Committees with specific detegated authorities. These are the Board
Audit and Governance Committee, the Board Human Resources and Administration
Committed, the Finance, and General Purposes Committee as well as the Technicat,
Planning and Devetopment Committee. The respective Chairpersons present their reports
to the Board at each scheduted meeting. Atl Directors are subject to a three-year term
renewabte once (for independent members appointed by name) in accordance with the
Forest Act 2005. On first appointment, the directors go through an induction program
covering the organisation's operations and an appreciation of the key risk areas. The
directors are advised on the legat, regulatory, and other obtigations as an ongoing basis.
The directors atso receive both internal and external training on corporate governance
through a comprehensive training by the Centre for Corporate Governance.

Conflicts of interest
Al[ directors are under a duty to avoid confticts of interest. This entails not engaging,
directty or indirectty in any business that competes or confticts with the Seryice's business.
The Service has estabtished a robust process requiring directors to disctose outside
business 'interests before they are entered into. Any potential or actuat confticts of
interest are reported to the Corporation Secretary. The Service has a comprehensive policy
on Confticts of lnterest and staffs are required to compty with it.

Compliance
The Board confirms that it is satisfied that the Service has adequate resources to continue
operating for the foreseeabte future. For this reason, it continues to adopt the going
concern basis when preparing the financial statements. The Board is satisfied that the
Service has to the best of their knowtedge comptied with att relevant [aws and conducted
its business affairs in accordance with the taw in particutar to the State Corporations Act
and the Forests Act 2005. Further disctosures on comptiance are set out in the Directors
statement of responsi bitities and notes to the financial statements.

h
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Mr. Peter Kinyua
Chair, Board of Directors
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VII. MANAGEMENT DISCUSSION AND ANALYSIS

FIVE YEAR FINANCIAL PERFORMANCE

2016-2017 2015-2016 2014-2015

Ishs'000' Kshs'000' [shs'000'

zo13-2014

Kshs'000'

2012-2013

Fshs'000'
Revenue from non-exchange transactions

Pubtic contributions and donations

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

Fines, penatties and levies

Revenue from exchange transactions

AIA lncome

Licenses and permits

Finance income - externat investments

Other income

Total revenue

Expenses

Emptoyee costs

Use of goods and services
Remuneration of directors

Depreciation and amortization expense

Repairs and maintenance

Contracted services

Grants and subsidies

GeneraI expenses
Total expenses

Surplus/(Deficit)

2,313,914 1,547,754

194,149

1,901

2,509,964

18,728

1,465

1,567,947

2, 1 69,503

451,133

3,1 g3

2,622,919

1,626,976

492,990

't ,501

2,121,367

1,947,041

1,094,774

0

2,941,815

4,021,549

282,562

121,299

(160)

4,425,25O

6,935,214

z,gg7,926

257,262

67,000

0

3,322,1 g8

5,945,OO7

2,460,466

257,717

87,720

0

2,805,903

4,927,27O

2,073,114

0

1 31,1 88

0

2,154,302

5,096,117

4,302,539

26,707

31,904

296,533

321,944

55,900

770

1,392,916

6,419,063

3,862,421

24,254

30,720

342,999

275,945

47,244

10,609

1,415,440

6,009,632

3,574,911

25,514

7,736

372,671

286,088

74,479

17,607

1,186,022

5,544,928

3,430,105

1 9,208

7,225

479,379

3',16,192

122,915

19,640

1,162,959

5,557,523

3,011,067

0

21,309

216,795

0

0

0

1,958,6U

5,209,650

,.4R

516,151 (676,45O) 4OO,O79 (630,253) (1 13,533)
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Revenue Trend

Revenue from non-exchange transaction5 rf,figvsnue from eschange transactions .-rl-Total Revenue

8,000 6c
o

z,ooo E

6,000

5,000

4,000

3,000

2,000

1,000

I xshs

lorr-ro*
I

Kshs

2013-2074

Kshs

20t4-20L5

Kshs

20t5-201,6

Kshs

201,6-20t7

zOLGlzOt7 Revenue

Transfers from other
governments - gifts

and services-in-kind
3%

Licenses and permits
4%

Public contributions and

donations
33%

AIA lncome
58%
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There was an increase of revenues from att streams from ?015116 to 2016117 of 3O%.
Attributed in overall improvement of systems of controt.

There was increased government contributions of 29% in 201 5116 to 33% in 2016117 white the
Proportion of Appropriation in Aid in revenue contribution decreased from 63% in ?O15l16to
58% in 2016/17 .

There was Sharp increase in transfer from other government i.e. Donors from 0.03% in2015116
to 3% in 201 6117.

The overatl expenditure variance from 7015116 to 2016117 was 77o mostty attributed to
increased emptoyment costs.

Most of the expenses had insignificance variances except emptoyee's costs which were higher
in 2016117 as compared to 2015116.

Depreciation costs were higher in 2015/16 as compared to 201 6/17. This was mainty attributed
to old fleet of motor vehictes.

JH

Employee costs

67%

General expenses
2\/o

Repairs and maintenance
5%

Other Expenses
2%

Depreciation and
amortization expense

5%

zltil2017 Expenditure
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PROPERTY PLANT & EQUIPMENT

o%

I Buildings I Plant and Machinery

r Motor Vehicles & Cycles rcomputers & ICT Equipment

rOffice & Household Equipment lTools & Minor Equipment

I Aircraft & hoppers

I Work in Progress

r Office Furniture

r Roads, Boreholes & Civil Works
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VIII. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY
REPORT!NG

Some of the Corporate Social Responsibitities that the Service undertook in the year
2016t2017

Tree planting activities

There were tree ptanting activities and partnerships as follows
1. Korea -Kenya tree ptanting partnership
2. National Commission for Science, Technology and lnnovation
3. Ptanting by the Presidentiat Escort Unit
4. Ptanted with the United Kenya Ctub
5. Planted with the Retirement Benefits Authority
6. African Banking Corporation
7. Tree ptanting by the lsrael embassy

Marathons
Kenya Forest Service participated at the fo[towing marathons:

1. Mau-Egerton marathon
2. Kakamega Marathon
3. Ndakaini Hatf marathon
4. Annual Chumususu dam marathon
5. Lari Marathon

Kenya Forest Service Choir CSR activities
1't June 2017
Attended and participated at the Madaraka Day celebrations in Kisumu

March-Apri!2017
Attended to charity works in Matindi Kitifi County. (Visiting St Francis Rehabititation Project
and Chitdrens Remand Home)

December 2O16
Participated in the Jamhuri Day Cetebrations on 12th December, 2017 in Mombasa through
Permanent Presidential Music Commission (PPMC)
Visiting and donating items at Mji wa Satama Chitdrens Home in Mombasa and at Littte Sisters
of the Poor (Nyumba Ya Wazee)

August 2016
Visited CentraI Hightands and Eastern Conservancies: The choir conducted donations at; Hope
and Victory Chitdrens Home, Jerusha Mwiraria Chitdrens Home and Ctovers Chitdrens Home.

_a-
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IX. REPO OF THE DIRECTORS

The Directors ubmit their report together with the audited financiat statements for the year
ended June ,2017 which show the state of the Kenya Forest Service affairs.

Prin
The

i.
ii.
iii.
iv.
v.

cipal ities
principal vities of the Service continue to be;

natural forest for provision of environmental goods and services.

lncrea
and manage pubtic forest ptantations for wealth and employment creation.
forest cover outside the pubtic forest areas

Con

The results

P and secure Pubtic forests and other corporate assets.
Stren capacity for efficient utitization of resources and effective service detivery

of the Service for the year ended June 30, 2017 are set out on page 1 to 42.

Directors

The members of the Board of Directors who served during the year are shown on page vii.

Auditors

The Auditor General is responsible for the statutory audit of the Service, in accordance with
Article 229 of the Constitution of Kenya and the Pubtic Audit Act 2015, for the year ended
June 30, 2017.

By Order of the Board

milio
the Board \

Nairobi

Date: ......

_{E-xltaYl
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X. STATEMENT OF DIRECTORS' RESPONSIBILITIES
Section 76 of the Forest Conservation and Management Act, 2016; section 81 of the Pubtic
Finance Management Act,2012 and section 14 of the State Corporations Act, require the
Directors to prepare financia[ statements in respect of the Kenya Forest Service, which give a
true and fair view of the state of affairs of the Kenya Forest Service at the end of the financial
year and the operating resutts of the Service for that year. The Directors are atso required to
ensure that the Kenya Forest Service keeps proper accounting records which disctose with
reasonable accuracy the financial position of the Kenya Forest Service. The Directors are atso
responsibte for safeguarding the assets of the Kenya Forest Service.

The Directors are responsible for the preparation and presentation of financiaI statements of the
Kenya Forest Service, which give a true and fair view of the state of affairs of the Kenya Forest
Service for and as at the end of the financial year ended on June 30,2017. This responsibitity
inctudes:
(i) Maintaining adequate financial management arrangements and ensuring that these

continue to be effective throughout the reporting period;
(ii) Maintaining proper accounting records, which disctose with reasonabte accuracy at

any time the financial position of the Kenya Forest Service;
(iii) Designing, imptementing, and maintaining internal controts retevant to the

preparation and fair presentation of the financial statements, and ensuring that they
are free from materia[ misstatements, whether due to error or fraud;

(iv) Safeguarding the assets of the Kenya Forest Service;
(v) Setecting and apptying appropriate accounting poticies; and
(vi) Making accounting estimates that are reasonabte in the circumstances.

The Directors accept responsibitity for the financial statements of Kenya Forest Service, which
have been prepared using appropriate accounting poticies supported by reasonabte and prudent
judgements and estimates, in conformity with lnternationaI Pubtic-Sector Accounting Standards
(IPSAS), and in the manner required by the Pubtic Finance Management Act and the State
Corporations Act. The Directors are of the opinion that the financiat statements of the Kenya
Forest Service give a true and fair view of the state of transactions of Kenya Forest Service
during the financia[ year ended June 30, 2017, and of the financial position of the Kenya Forest
Service as at that date. The Directors further confirm the compteteness of the accounting
records maintained for the Kenya Forest Service, which have been retied upon in the preparation
of the financial statements of the Kenya Forest Service as wetl as the adequacy of the systems
of internal financia[ controt. Nothing has come to the attention of the Directors to indicate that
the Kenya Forest Service witl not remain a going concern for at least the next twetve months
from the date of this statement.

Approval of the financial statements
The Kenya Forest Service financia[ statements were approved on 26th September 2017 and signed
on its behatf by:

A

Mr. Peter Kinyua
Chairman, Board of Directors

Mr.
rvator of Forests

_,il-
xE]lYA

Chief
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OFFICE OF THE AUDITOR.GENERAL

REPORT THE AUDTTOR.GENERAL ON KENYA FOREST SERVICE FOR THE YEAR

ENDED 30 UNE 2017

REPORT

Adverse

THE FINANCIAL STATEMENTS

inion

I have aud
pages 1 to
2017, and

the accompanying financial statements of Kenya Forest Service set out on

, which comprise the statement of financial assets and liabilities as at 30 June
Statement of financial performance, statement of changes in net aSSetS,

cash flows and statement of comparison of budget and actual amounts for the

I

I'clephonc +154-20-342330

Fax: +254-20-3 I 1482

statement
year then
information
and
and
purpose of

ln my opini

1. Accu

1.1 The

di
com

1.3 The

REPUBLIC OF KENYA

P.O. Box 30084-00100

NAIROBI

nded, and a summary of significant accounting policies and other explanatory
in accordance with the provisions of Article 229 of the Constitution of Kenya

35 of the Public Audit Act, 2015.1 have obtained all the information
S which, to the best of my knowledge and belief, were necessary for the

audit.

, because of the significance of the matters discussed in the Basis for Adverse

Opinion of my report, the financial statements do not present fairly, the financial
position of Forest Service as at 30 June 2017, and of its financial performance and its

cash flows the yea r then ended, in accordance with lnternational Public Sector Accounting

Standards Accrual Bas is) and comply with the Public Finance Management Act, 2012

ln additiori, as required by Article 229(6) of the Constitution, based on the procedures
performedf I confirm that public money has not been applied lawfully and in an effective way.

Basis for Opinion

and Completeness of the Financial Statements

t of financial performan ce reflects a surplus of Kshs.S16,152,411 while the

of comparison of budget and actual amounts reflects a balance of
Kshs.655 98,513 as at 30 June 201 7 resulting in an unreconciled and unexplained

of Kshs.139,146,102. Further, there was no reconciliation of actual amounts on a

e basis and actual amounts in the financial statements as required by IPSAS 24.

d

1.2 The of cash flows reflects a figure of Kshs.294,550,098 (Note 15) for

depreci n, while Note 15 reflects a figure of Kshs.296,533,111 resulting in unreconciled
of Kshs.1 ,983,013.

lanagement did not provide supporting schedules for balances of the five listed

accounts m where the balances reflected in the financial statements were drawn;

Auclitor-General on the Finoncial Statements of Ken.ya Forest Services for the year ended 30 June

1r*

Rcprtrl ol

Promoting Accountabilily in the Public Sector

2017
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No Particulars Note No. Amount Kshs.
1 Refundable deposits from customers 28 '13,209,574
2 provisions utilized 29 33,035,637
3 Employee benefi ts obligations 30 22,381,722
4 Payments received in advance 31 2,709,233
5 Withheld taxes 32 714,131

1.4 The Management presented financial statements to the Auditor-General for audit within
3 months after the end of the financial year to which they relate to. However, during audit
exercise, Kenya Forest Service revised and presented for audit team unsigned financial
statements. ln addition, financial statements submitted confirmed that the Service did not fully
disclose all the prior year audit matters as required by the IPSAS.

Consequently, it has not been possible to confirm the accuracy of the financial statements for
the year ended 30 June 2017.

2. Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.2,41 4,669,771as at 30 June 2017. However, long outstanding receipts in the cash book
not in the bank statements for KCB account No. 1106770021 amounting to Kshs.10,824,086
were noted with some dating back to September 2014.

Further, KCB account No. 1 106928652, reported payments in the cash book not in the bank
statement amounting to Ksh.149,052,070.55 as at 30 June 2017. Audit verification carried
out did not reveal subsequent clearance of outstanding payments in the cash book.

Under the circumstances, it has not been possible to confirm the accuracy of the cash and
cash equivalents balance of Kshs.2,414,669,771 as at 30 June 2017.

3. Plantation

3.1 Omission of Plantation Land

The statement of financial position reflects plantation balance of Kshs.58,112,352,723 as at
30 June 2017. However, the value of the land on which the plantations grow was not
separately disclosed under property, plant and equipment or investment property as required
by IPSAS 27 which requires biological assets, other than bearer plants, that are physically
attached to the land be measured as biological assets separately from the land. ln addition,
it is not clear whether the plantations have been treated as investment property, or property,
plant and equipment or biological assets. Further, it was observed that the Management did
not maintain a detailed register showing the plantations land owned by the Service.

Consequently, the value of plantations of Kshs.58,1 1 2,352,723 as at 30 June 2017 could not
be confirmed as fairly stated.

2

I



3.2 lmpairmeht of Plantation

Note 24 to the financial statements reflects impairment to plantations of Kshs.41,786,050
(2016: Kshs.157,489,380) representing a decrease of 73o/o or Kshs.115,703,330 from the
previous year. However, the impairment has not been recognized as a loss in the statement
of financial pelformance for the year ended 30 June 2017 as required by IPSAS 27.

ln addition, the service has not disclosed and or explained the basis (method and
assumptions) for the impairment amount as well as the categories and distinction of its
biological assets as required by IPSAS 26. Again, no disclosure has been made on changes
to the carrying amount of the biological assets. lt was not clear if the biological assets were
disclosed usin! fair value measurements as required by IPSAS 27.

Consequently, the total impairment value for plantations amounting to Kshs.41,786,050 as at
30 June 2017 could not be confirmed.

4. Property, Plant and Equipment

(i) The financial statements as at 30 June 2017 reflects property, plant and equipment
balance of Kshs.1 ,914,476,198 out of which Kshs.1,023,693,578 relates to the value
of buildings owned by the Service in various locations. However, contrary to the
requirements of IPSAS 17, the land on which these buildings were erected was not
valued and disclosed separately.

(ii) The Kenya Forest Service acquired all the assets of the former forest department
includihg land vide legal notice No.151 of 2008 published in the Kenya Gazette
supplefnent No. 28 of 28 November 2008. However, out of the two hundred sixty-five
(265) gazzetted forest blocks owned by the Service with an acreage of 2,585,526.44
Ha, only seventy-seven (77) blocks have title deeds while twenty-five (25) other forest
blocks are at an advanced stage of title deed acquisition.

Further, an audit review of land documentation availed confirmed that there were
ongoing court cases on land ownership between the Service and private parties. lt was
noted also that there were illegal encroachments and excisions on forest land in
varioup parts of the country of which a total of 555.9 Ha have been illegally acquired
by private parties in Kipkabus and Tingwa.

ln addition, there are installations in the forest land that are not formally permitted
througlh a license and are operational and some which were licensed but remained
unpaid for.

Consequentlf, it has not been possible to confirm the accuracy, completeness and ownership
of property, plant and equipment balance of Kshs.1,914,476,198 reflected in the financial
statements.

5. Heritage Assets

Note 23 to the financial statements indicates that the Service has two hundred and sixty-five
(265) gazze{ted forest blocks some of which form part of conservation areas and nature
reserves incliuding both the land, the forest and allied forest resources therein and are such

Report o/'the Aupitot-Genarul on thc Financ'ial Stutemants of Kan.va Forest Serviccs/br tha .vear endecl 30.Iune 20 l7

3

-t



treated as heritage assets as per IPSAS 17. However, the Service did not disclose the specific
forest blocks recognized as heritage assets as required by paragraph 9 and 12 of IPSAS 17.

Consequently, the accuracy and completeness of Heritage Assets in the financial statements
as at 30 June 2017 cannot be ascertained.

6. Receivables from Exchange Transactions

6.1 lnaccurate Disclosure and Presentation of Line ltems

Note 21 to the financial statements, states that receivables from non-exchange transactions
772,149,957 also includes imprests and advances to authorized public officers and/or
institutions which were not surrendered or accounted for at the end of the financial year
140,673,505. However, these items have been included as part of revenue from exchange
transactions. Further, accounts receivable ledgers were not provided due to inadequacies of
Oracle Financial Management System where some previous available reports became
obsolete as alleged by Management.

6.2 Long Outstanding Receivables

As similarly reported in 201512016 financial year, the receivables from exchange transactions
balance of Kshs.772,550,415 (2016 Kshs.496,370,179) as at 30 June 2017 include long
outstanding debts of Kshs.1 59,567,842 out of which debts amounting to Kshs.75 ,024,727 are
largely owed by Government Agencies and Media houses whose transmitters are located
within Kenya Forest Services owned sites. The debtors have ignored or refused to pay for
the license charges alleging that they make payments to Kenya Broadcasting Corporation. ln
addition, a review of debtors aging analysis confirmed that some debtors have been
outstanding for several years, some since 2010. Further, the receivables balance has
increased by Kshs.276,180,236 implying inadequate credit management mechanisms.

ln consequence, it has not been possible to confirm the recoverability of the receivables from
exchange transactions balance of Kshs.772,550,415 as at 30 June 2017.

7. Trade and Other Payables

The statement of financial position as at 30 June 2017 reported trade and other payables
from exchange transactions of Kshs.98,755,113. However, aging analysis, ledgers and
documents in support of these payables were not availed for audit review due to inadequacies
of Oracle FMS where some previous available reports were alleged to have become obsolete.
Further, the nature of the following disclosures in Note 27 to financial statements was not
clear:

Particulars Amount in Kshs.
Employee Liability Account 873,800
lnventory AP Account 8,549,852
Supplies Liability Account 42,934,781
Expense AP Account 37,982,373
Total 90,340,806

ln view of the foregoing, it has not been possible to confirm the existence and accuracy of
the trade and other payables balance of Kshs.98 ,755,113 as at 30 June 2017 .
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8. Inappropriate Recognition of Revenue from Non-Exchange Transactions

The statement of financial performance for the year ended 30 June 2017 reflects revenue
from non-exchange transactions of Kshs.2,509,963,563 and surplus for the year of
Kshs.516/152A11. The revenue amount of Kshs.2,509,963,563 includes Kshs.194,148,951
reflected as transfers from other governments in Note 7 to the financial statements. Audit
review noted that the receipts had related conditions attached that would give rise to a liability
to repay the anrounts and therefore deferred income would be recognized as required by
IPSAS 23. However, the Management has not recognized any deferred income contrary to
IPSAS 23, significant accounting policy (a) and Note 7 to the financial statements.

ln addition, the statement of changes in net assets for the year ended 30 June 2017 reflects
an adjustment of Kshs.1,786,518 made to the revenue reserves which has been described
as refunds to different donors after the closure of specific projects in the financial year
201512016. Therefore, the donor grants have not been recognized as income over the
periods necessary to match them with the related assets which they are intended to
compensate on a systematic basis.

ln the circumstances, the accuracy of the revenue from non-exchange transactions balance
of Kshs.2,509,963,563 and the surplus for the year of Kshs.516, 152,411 for the year ended
30 June 2017 cannot be confirmed.

9. Unsupported Appropriations in Aid (AlA)

Disclosed under Note 9 to the financial statements are proceeds from AIA amounting to
Kshs.4,02 1,549,302. However, there was;

(i) An unexplained variance between AIA reported at KFS and AIA reported at the
Ministry amounting to Kshs.107,679,919 as at 30 June 2017.

(ii) No budget for each compartment or acreage, or an estimate of harvests and revenue
to be gpnerated from each compartment or acreage.

(iii) No revenue target reports made available for audit, although KFS provided revenue
collected per county.

(iv) unexplained huge drops and increments in the various classes of revenue.

Consequently, it has not been possible to confirm the accuracy and completeness of
Appropriation in Aid balance of Kshs.4,021 ,549,302 for the year ended 30 June 2017 .

10. Unaccounted for Plantation Harvesting Revenue

The Kenya Forest Service receives the bulk of its appropriation in aid from its commercial
plantations; this arises from royalties awarded to the saw millers from the chief conservator
of forests with instructions that no harvesting should take place on any allocations unless the
royalty is paid for in full and within 30 days. However, this practice is in contrast to the
requirements of the Public Procurement and Asset Disposal Act of 2015 Parl lX Section 92
and the previous practice of bidding for forest materials which are deemed to be goods and
services as provided.
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Further, review of plantation management in Meru Forest confirmed that thirty (30) saw
millers were awarded to remove forest materials within the forest compartments and blocks
during the financial year under review. However, it was noted that a substantial number of
the saw millers. ( see attached schedule) had not paid the royalty in full amounting to
Kshs.126,081,805 yet had harvested the forest material. ln addition, some of the saw millers'
names could also not be traced in the revenue ledgers submitted for audit. Consequently,
the revenue due was not accounted for.

11. Employee Costs

1'a.1 Unexplained Employees Gosts Variance of Kshs.30,663,010

Note 12 to the financial statements reflects employee costs of Kshs.4,302,538,881 forthe
year ended 30 June 2017. This represents an increase of Kshs.440,118,322 from the
previous year figure of Kshs.3,862,420,559. However, it was noted that the total number of
employees reduced by 108 employees from 5,136 for the year ended 30 June 2016 to 5,028
for the year ended 30 June 2017. The significant increase in employee cost despite the
reduction in the number of employees has not been explained. ln addition, the ledger
schedule availed for audit review reflects a figure of Kshs.4,333,201,891 while the financial
statements reflects a figure of Kshs.4,302,538,881 resulting in an unreconciled difference of
Kshs.30,663,010.

11.2 Gratuity Understated and or unreported

Employees cost reports gratuity of Kshs.12,357,630 in the prior year and nil balance on the
current year. This indicates 1o0o/o change on staff gratuity. No explanation was provided to
support the huge drop on gratuity payments during the year. Further, there were current staff
on contract entitled to gratuity payments. However, no provision for gratuity was provided as
short term liability that is due to be settled within 12 months after the reporting date contrary
to the requirements of IPSAS 1.

11.3 Wrongly Glassified and Charged Employee Costs

Note 19 to financial statements reflects general expenses of Kshs.1 ,382,815,810 as at 30
June 2017 which includes payments for casual labour of Kshs.269,373,121, staff welfare
costs of Kshs.20,618,924 and, staff uniform and clothing of Kshs.40,384,490 all totaling to
Kshs.330,376,535. These amounts have wrongly been classified as general expenses
instead of employee costs.

1 1.4 Unsupported lnstructors Allowance

lncluded in the employee costs of Kshs.4,302,538,881 is an amount of Kshs.3,518,244
relating to instructor's allowances. However, no documented and approved rates and work
done were provided for audit review to ascertain the validity of the expenditure.

Consequently, it has not been possible to confirm the accuracy and completeness of
employee costs balance of Kshs.4,302,538,881 as at 30 June 2017.

12. Unsupported and Incomplete Gasual Labour Expenditure

Note 19 to the financial statements reflects general expenses of Kshs.1 ,382,815,810 which
includes payments for casual labuor of Kshs.269,373,121 representing a significant increase
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of 199% from 201512016 balance of Kshs.122,815,899. Audit review of ledgers provided
disclosed the ciasual labour balance of Kshs.269,373,121 excludes casual wage costs from
the roads and building units. lt was also noted that the casual wages were split into several
vouchers when payments were being made. However, no explanation was provided for the
split payments nor the muster rolls for work done. There appears to be no proper structures
in place by the Service to control the rapid increase in the expenditure.

ln consequence, the completeness, validity and accuracy of the casual labour costs of
Kshs.269,373,121 could not be ascertained as at 30 June 2017.

13. Aircraft Operations Cost

Kenya Forest Service acquired a caravan aircraft and helicopter to enhance its accessibility
to forested areas and other transport related needs. During the year under review, the
Service incurred Aircraft operating costs of Kshs.'10,053,052 maintenance of aircraft costs of
Kshs.22,160,887 and fueling cost of Kshs.7,884,154 all totaling Kshs.40,098,093. Further,
the aircraft and helicopter were leased out for private functions and earned the
Service Kshs.1 5,503,509. However, no travel logs of the aircraft and helicopter were provided
to indicate the journeys the two had been used for and the rates applied in order to verify the
revenue generated.

Consequently, it was not possible to determine whether the aircrafts were being utilized for
official duties, the completeness of the revenue earned of Kshs.15,503,509 and validity of the
total aircraft oosts of Kshs.40,098,093 for the year ended 30 June 2017.

14. Board Expenses

Note 14 to the financial statements reflects remuneration of director's figure of
Kshs.31,903,564. However, Board allowance schedules showing aggregated board member
allowances and budget amounts were not provided for audit review.

lncluded in the remuneration of Board figure of Kshs.31,903,564 is an amount of
Kshs.7,694,981 which relates to daily subsistence allowances given to senior management
to support nQn-board activities. The amount has been wrongly charged to the remuneration
of board expenses.

Consequenlly, it has not been possible to confirm the accuracy and completeness of the
remuneration of directors' balance of Kshs.31, 903,564 as at 30 June 2017

15. Unsupported Special Operations Expenditure

Note 19 to the financial statements reflects special operations expenditure of
Kshs.1 07,868,1 81 . However, during the year under review, this expenditure was incurred on
imprests issued to various District Forest Officers and Regional Commandants for purchase
of goods and services and also allowances to forest rangers when undertaking their normal
duties. ln addition, no report was availed to support special activities handled out of the
normal duties relating to forest protection.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of Kenya Forest Service in accordance with ISSAI 30
on Code oflEthics. I have fulfilled other ethical responsibilities in accordance with the ISSAI
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I have fulfilled the responsibilities described in the Auditor's Responsibilities for the audit of
the financial statements section of the report, including in relation to these matters.
Accordingly, the audit included the performance of procedures designed to respond
to the assessment of the risks of material misstatement of the financial statements. The
results of the audit procedures, including the procedures performed to address the matters
below, provide the basis for my audit opinion on the accompanying financial statements.

No. Key Audit Matter How the Audit Addressed the Key
Audit Matter

1 Provisions
The statement of financial position reflects
provisions for the current year of Kshs.91,899,093
which reduced by Kshs.37,515,637 from
Kshs.129,414,730 in the previous year due to an
adjustment of Kshs.33,035,636 representing
provision of bad debts in previous years but now
recovered.
We considered this to be a key audit matter since
provision involves a lot of judgement. Provisioning
is a credit risk management practice that helps an
entity to evaluate accounts receivable and to
estimate the percentage of bad debt. IPSAS 29 on
financial instrument measurement and recognition
requires debtor balances significant in size to be
tested individually while the other debtor accounts
will need to be assessed collectively for impairment.
However, the measure of significance is purely a
matter of judgment.
ln KFS provisions were raised and determined by
management as an estimate based on the
information available. Provisions reported were
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.

The following audit procedures were
performed in response to this
matter:

Reviewed the KFS finance manual
to determine whether the entity has
established consistent policies,
methodologies, and processes for
estimating allowances.

Comparing current year
provision level with prior period
at lowest level of detail.
Examined the Minutes of the
meeting of the board of directors
regarding the provisions to be
made.
Verified all provisions are made
by debiting the statement of
financial performance
Checked that the provisions are
utilized only for the purpose for
which they are created.

a

o

a
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and in accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe the audit evidence obtained is sufficient and appropriate to
provide a basis for my adverse opinion

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements of the current year. These matters were
addressed in the context of the audit of the financial statements as a whole, and in
forming my opinion thereon, and I do not provide a separate opinion on these matters. For
each matter below, a description of how the audit addressed the matter is provided in that
context.



There is therefore a risk of bad debts are watered
down by the existence of newer debts which
obviously carry the same credit risk relating to the
debtor. This can result in poor working capital
managernent and cash flow issues.

Verified that all the provisions
are properly disclosed in the
financial statements.
lnquiring about provision for
doubtful debts utilized during the
year and appropriate cutoff
procedures.

a

a

Valuation and Revenue from Commercial
plantations
Kenya Forest Service maintains commercial tree
plantations for sale. The value of public plantation
as at 30 June 2017 was Kshs.58,112,352,723
under total area of stocked plantations of 140,000
Ha.
We considered this to be a key audit matter since
there is public outcry and recent media reports that
commercial forest plantations managed by Kenya
Forest Service are characterized by poor quality
planting materials, delayed re-planting, poor
silvicultural and management regime, inefficient
harvesding operations, 

- 
inaccurate forest stocks

valuation and disposal process. Significant
assumptions made in the estimation of the fair
value of the trees in 2017 include:

i. The transformation of the un-matured
plantations is based on the current age of
tree species

ii. Cash inflows and outflows accrue evenly
throughout the useful life; and

iii. 15o/o of the trees planted will not attain
maturity due to natural factors.

We also noted public interest on direct allocation
proce$s to award forest materials to saw millers
which was initiated from 2017. The direct allocation
procedure being practiced by KFS is may be prone
to corruption and inadequacies.
As disclosed in note 9 to the financial statements,
revenue from plantations was Kshs.3,595,957,480
which accounted for 52oh of the total revenue of
Kshs.6,935,374,531. Since there does not exist an
activq market for arms-length transactions for sale
of plantations, it is difficult to estimate the revenue
that should be recognized. There is a risk of under-
reporting revenue collected.

The following audit procedures
were performed in response to
this matter:
Reviewed the forest
management plans for selected
forests to ensure existence
Evaluated management's
judgements and assumptions
used in determining
benefits/sales expected from
forest cover and ensured they
are appropriate.
Evaluated inventory of
seedlings, location, species, size
and age as at 30 June2017.
Requested for summary of
areas/plantation where
seedlings were planted during
financial year 2O1 612017
Reviewed reports of plantation
harvested during financial year
201612017
Obtained a list of saw millers
licensed by KFS as at 30 June
2017.
Reviewed the felling plans for
selected forest blocks to ensure
accuracy.
Reviewed the inventory
Computation on volume
increment to confirm the volume
recorded for the financial year.
Obtained summary of plantation
inventory as at 30 June 2017.
Reviewed report of burnt, stolen

and depleted plantation

a

a

a

a

a

a

o

a

a

o

a
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o Evaluated how valuation of
plantation was arrived at as at 30
June 201 7.
Analyzed value of plantation
impairment as at 30 June 2017.
Performed detailed testing on a
sample of revenue earned to
supporting documents.
Audit marked verification of KFS
plantations and issues raised in
the task force regarding various
plantation cost centers as a keep
in view (KlV) item in 201712018
audit.

a

a

a

3 Valuation of Forest Land
The Kenya Forest Service acquired all assets of the
former forest department vide legal notice No.151
of 2008 published in the Kenya Gazzette
Supplement No. 28 of 28th November 2008.
Currently the service has 265 gazzetted forest
blocks, 77 of which have titles and 25 other blocks
totaling 168,725.2 Ha are at an advanced stage of
title deed processing. The total acreage of the
gazzetted forest blocks is 2,585,516.44 Ha. Due to
the non-availability in the active, open and orderly
market of gazzetted forest land, it presents a
challenge in valuation the land.
We considered this to be a key audit matter since
the Service uses forest land in its operations. ln
addition, although the land is not used for
commercial purposes (non-cash-generating asset),
it generates income through fees and licenses and
extraction of minerals. As such, Parliament and the
public may need information on the forest land for
decision making on the Service's operational
capacity and cost of services.
Note 23 to the financial statements indicates that
management considers some gazzetted forest
blocks which form part of conservation areas and
nature reserves as heritage assets. According to
IPSAS 17, management has to identify an
appropriate measurement basis and depreciation
method for heritage assets which are highly
subjective since they depend on management's
best estimates.

a Evaluated the service's listing of
all the land ownership and total
acreage.
Evaluated the land with title
deeds.
Evaluated the land whose title
deed processing is at an
advanced stage or ongoing.
Reviewed whether consideration
of forest and allied forest
resources treated as heritage
assets is sufficient.
Evaluated the resource capacity
of the service with a view to
establish if they are able to
secure their land.

a

a

a

a

4. lnformation Technology Systems and Gontrols
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Our planned audit approach
assumed reliance on the lT
Control environment and
therefore our audit procedures to
address the matter included:
Examining the framework of
governance over lT controls,
access to programs and data
and lT operations, where
required;
Assessing and testing the design
and operating effectiveness of
the controls over the continued
integrity of the systems that were
relevant to financial accounting
and reporting during the year;
Assessment and testing of the
general lT control environment,
including lT access and
segregation of duties, as well as
lT dependent controls within
critical business processes;
Carrying out direct tests of
certain aspects of the security of
the lT systems including access
management and segregation of
duties;
Re-performing selected
automated computations and
compared our results with those
from the systems and the
general ledger and trial balance;
and
Testing the significant system
interfaces to ensure accuracy
and completeness of the data
transfer.

a

a

a

o

a

a

a

ln line wi[h Article 2 of the good governance Charter
on creativity and innovation, KFS - Finance
department were using the ORACLE (ERP)
responsive Ledger software for their day to day
duties. The system currently has all Finance
moduleS integrated. KFS also has other lT systems
that are not integrated like the GlS, Forest Calc,
VIO for monitoring and management of forests and
IPPD for the payroll management. From the PPE,
over kshs.S0m has been invested on ICT physical
and lntangible assets as at 30 June, 2017.
We considered this to be a key audit matter since
oracle system could not show related parties or
payee details on expenditure, receivables and
payables

Other Matter

1. Public Participation in Kenya Forest Service Budget lmplementation

Article 20 (a) of the Constitution requires that there should be openness and accountability,
including ublic participation in financial matters. Further, Section 36 (3) (d) of the Public
Finance anagement Act, 2012 provides for public participation in the budget process. There
is no evid ce of public participation during budget formulation
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2. Utilization of Information Technology (lT)

The financial statement under review indicates the NBV of Computers and ICT Assets as
Kshs.35,205,660 and the value of lntangible Assets as Kshs.16,010,070 all totaling
Kshs.S1 ,216,070. lnterview with staff members confirmed that KFS was still experiencing
inadequate lT infrastructure in terms of suitable systems (Software), ICT literate personnel
and appropriate devices. The interview further deduced that there was slow adaptation of ICT
services despite having invested over Kshs.51M on computerization. The use of
Geographical lnformation System (GlS) is still not effective in the surveillance and monitoring
of forests in case of activities such as illegal logging, theft of firewood or forest fires. This is
because they are not linked to any devices positioned in the forests for prompt surveillance.
GIS is therefore not interfaced with the core object of protecting the forest.

3. Procurement Matters

3.1 Procurement and lnstallation of Asset Tagging, Bar Goding and Management
System

The Kenya Forest Service procured services for the installation of asset tagging, bar coding
and management system through Tender No.KFS/0612016-2017 that was advertised on 19
August 2016.Seven bids were received and after evaluation M/S Crystal Africa Consulting
Limited was awarded the tender to provide the services at a tender sum of Kshs.5,393,960.00.
However, this was not the lowest evaluated bidder. A review of the documents provided
revealed that the lowest evaluated bidder was M/s Elrons Limited that had placed a bid of
Kshs.3,662,120 and had met the pass mark on evaluation of 75o/o. lt is not clear why the
lowest evaluated bidder was not awarded the tender to supply the Services. As a result of
the award, Kenya Forest Service lost Kshsl ,731,840.

3.2 Unjustified Cost of Refined Fuels

Kenya Forest Service has a contract forfuel supplies with Total Kenya and Flamex Petroleum
Ltd for provision of fuel for motor vehicles, machineries, aircraft and chopper amounting to
Kshs.90,405,946. A review of ledgers provided for audit revealed that the Service continues
to issue accountable imprest to DFOs and regional Commandants for purchase of fuel for
motor vehicles, in complete disregard to the contract between the Service and Total Kenya
Ltd.

3.3 Tree Planting

The Service incurred Kshs.94,893,744 on tree planting and tree seedlings during the financial
year. However, a review of expenditure revealed that Kshs.94,893,744 was spent on various
items such as daily subsistence allowances (DSA), lunches and publicity among others.
Similarly, payment of DSA to casuals under tree planting was noted to be at the rate higher
than stipulated rate.

Further, examination of the vouchers revealed that there were no issue notes for the supplied
trees seedlings, inspection and acceptance certificates for the tree seedling purchased was
not also availed.

Consequently, it was not possible to confirm whether value for money was obtained from this
exercise.
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4. Road Maintenance

During the year under review, the Service released Kshs.138,588,781 to Londiani, Eldoret,

Nyeriind Kinale road units. However, work plans and activities carried out in the roads units
revealed that, road maintenance and improvements were not done based on the work plan

available. Further, for activities carried out payments were at a higher cost than what was

estimated in the work plan. lt was also ascertained that the Service doesn't have specific
guidelines to be followed to ensure quality and standards of works done on the roads was

ippropriate. The costs incurred to purchase building materials for roads were expensed yet

the works cagied out are capital in nature. Moreover, no photographic evidence on review

and inspection of works carried by the casuals was availed.

ln addition, payment vouchers raised to pay casuals did not disclose roles or purpose of
engagemeni hence were not clear on how the supervision was completed to ensure that work

carried out was according to expectations. lnstances of fictitious signatures on the supporting

documentations such as (master roll, original/copies of lD attached) were noted. Also, the

support documentation (master roll of engaged casuals) could not be matched with the

budget requisition. There was no evidence that the human resource department was engaged

in hiring the casuals.

5. Recovery of Funds

An audit review of personal files of officers with disciplinary cases during the financial year

201612017 revealed one case involving an officer No. KFS 00618 who failed to comply with

guidelines leading to KFS incurring a debt of Kshs.12,012,965 arising from irregular deals
witfr timber merchants. Although it was observed that the officer was surcharged
Kshs.1 ,201,29O being 10% of the loss, no details or explanations were availed to ascertain
whether therbalance of Kshs.10,81 1,668.40 was either recovered or being pursued.

6. Additions to Buildings

During the year under review, the Kenya Forest Service constructed new ranger houses at a
cost oi Kshs.S8,005,856 which was awarded to Mustard Group and Pinnie Agency. A review

of documents revealed that there were no completion certificates for rangers' flats in Karura

and Nakuru. Although there was a six months' completion period for all the tenders, each of
them were further granted at no cost extension period of six months, therefore prolonging the
projects delivery periods.

ln addition, capitalization of buildings was carried out before end of defects liability period and

is therefole erroneously included in the property, plant and equipment balance of
Kshs.1 ,914,476,198

7. Legal and Arbitration

The finanoial statements reflects legal and arbitration expenses amounting to Kshs'9,893,272
The audit noted that various lawyers or law firms were engaged to carry out legal services on

behalf of KFS. However, it was not clear which selection methods were used to procure the

law firms. Further, reports of pending and finalized litigations as at 30 June 2017 were not

availed for audit review.
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8. Outstanding lmprest

During the year under review, Kenya Water Towers Project advanced imprest totaling
kshs.40, 352,917 to partners in the project and various Ecosystem Conservators. As at the
time of the audit, Kshs.27,704,339 or 69% of the total sum has remained outstanding, of this
outstanding amount, Kenya Water Towers Agency holds Kshs.9, 479,540. No explanation
was provided for the delayed accountability of the advanced imprest by the project partners
and Ecosystem Conservators impacting negatively on project implementation and
achievements.

Responsibilities of Management and Those Gharged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to
fraud or error.
ln preparing the financial statements, management is responsible for assessing the Kenya
Forest Service ability to continue as a going concern, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting.
Management is also responsible forthe submission of the financial statements to the Auditor-

General in accordance with the provisions of Section 47 of the Public Audit Act, 2015.
Those charged with governance are responsible for overseeing Kenya Forest
Service's financial reporting process.

Auditor-General's Responsibilities for the Audit of the Financial Statements

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with lSSAls will always detect a
material misstatement and weakness when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these financial
statements.

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

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

a
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a

a Obtain an Understanding of internal control relevant to the audit in order to design audit
proceduresl that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of Kenya Forest Service's internal control.

a

a

a

a

a

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Kenya Forest
Service's ability to continue to sustain its services. lf I conclude that a material uncertainty
exists, I am required to draw attention in the auditor's report to the related disclosures in

the financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit report.
However, future events or conditions may cause the Kenya Forest Service's to cease to
continue to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial
information and business activities of the Kenya Forest Service's to express an opinion
on the financial statements.

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

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

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

From the matters communicated with management, I determine those matters that were of
most significance in the audit of the financial statements and internal control of the current
period and are therefore the key audit matters. These matters are described in my auditor's
report.

C

FGPA Edward R. O. Ouko, CBS
AUDITOR.GENESAL

Nairobi

12 March 2019
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APPENDT* r-J=RU FOREST BLOCK

AMOUNT STATUS
I

NTE
SUB.
COMPARTM

SAW MILLER

Not traced in the
ledqers2,523,172Muchene 4H Benkim Timber

687,803
Not traced in the
ledgersOntuli 4C Mwangi Kihia

635,875
Not traced in the
ledgersOntuli 4C Alpine Sawmill

801,729
Not traced in the
ledgersOntuli 4C

Namaan Mworia &
Sons

700,349
Not traced in the
ledgersOntuli 4C Jokiki Saw Mill

961,456
Not traced in the
ledgersOntuli 4C I Capital lmaging Ltd

1,120,161
Not traced in the
ledgersKiangondu D1

Munjus Timber &
Furniture

643,426
Not traced in the
ledgersKiangondu 1C Kamweru Autoshop

1 ,165,065
Not traced in the
ledgersMuchene 4F Kiirua Sawmill

1,165,126
Not traced in the
ledgersMuchene 4F

Benkim Timber
Sawmill

1 ,165,084
Not traced in the
ledgersMuchene 4F Alfad Agencies

1 ,165,063
Not traced in the
ledgersMuchene 4F Tonbridge Enterprises

Not traced in the
ledqers

Daraja Fakili Timber
Sales

1,161,756Muchene
I

4F
I

Not traced in the
ledgersWoodtech Sawmills 654,473Meru 1

Not traced in the
ledgersOak Timber 311,473Meru 1

1,473,554
Not traced in the
ledgersWoodtech SawmillMeru 4(s)

1,546,784
Not traced in the
ledgersMeru 4(s)

Kamburi Timber
Sawmills

Not traced in the
ledqers2,917,248Muchene 5(A) Paja Sawmills

Not traced in the
ledqers2,917,136Muchene 5(A) Mauro Sawmills

Not traced in the
ledgers2,916,200Muchene 5(A) Woodtech Sawmills



Muchene 5(A) Oak Timber 2,917,633
Not traced in the

ers
Not traced in the
ledoersMuchene 10(A) Oak Timber 2,373,499

Not traced in the
ledgersMuchene 10(A) Woodtech Sawmills 4,097,798

1,381,961
I\l^+ 1-^^^-l :- 1l^^
lI(Jt tI AL,E(I II I ulE

!edgersSirimon 2(R) Oak Timber

2,848,899
Not traced in the
ledgersSlrimon 2(R) Nyaki Enterprises

Not traced in the
ledgersSirimon 2(R) Alpine Sawmill 3,011,900

Wood Tech Sawmill 2,648,138
Not traced in the
ledgersSirimon 2(U)

Ontuli Mwangi Kihia Sawmill 1 739 485, ,
Not traced in the
ledgers
Not traced in the
ledgersOntuii

Namaan Mworia &
Sons

1,727 304

Not traced in the
ledgersOntuli Chanual Sawmills 1 ,733,816

1,247,683
Not traced in the
ledgersOntuli 3(K) Chanua Sawmills

Wema Timber
Manufacturers

1,530,885
Not traced in the
ledgersOntuli 3(K)

Muchene 15(i) Woodtech Sawmills 2,822,902 Not traced in the
ledgers
Not traced in the
!edqersMuchene 15(L) Kisima Sawmills 2,914,925

Muchene 15(L) Mugambi Mbogori 2,910,286
Not traced in the
ledgers
Not traced in the
ledqers

Muchene 15(L)
J.M M'Muriithi
Sawmills

3,018,681

Not traced in the
ledgers

Sirimon
2(K),2(F),2(V),Ontul
i-10(a),1(j),10(B)

Jedan Associates 11,229,686

Wood Tech Sawmills 6,910,552
Not traced in the
ledgers

I\Ir rnhanal /n\ A1/1\rv r\q/rrv\v/

13(A),Marimba 1(J)

Sirimon2(m),Marani
a 5(B),Marimba
1(H),Sirimon
2(j),Marania
1(B),Ontuli1(J),Mar
ania 6(8)

Oak Timber 12,736,960
Not traced in the
ledgers



i-

G
Chanua Sawmills 23,590,728

Not traced in the
ledgers

10(

1,286,002
Not traced in the
ledgersKiba L( )

Kanyari Master
Sawmills

Not traced in the
ledgersKiba (L ) Mutethia Sawmills 2,217,949

Not traced in the
ledgersMuc tvt ) Mugambi Mbogori 2,555,209

126,081,805TOTAL

il
I
T

I
I
I

Sirimon 2(C),
10(C),Ontuli
10(A),M

1

6(H),6(B),
B





Kenya F, Service
Annual
For the

and Financial Statements
ended June 30,2017

XII. ST EMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30
JUNE 2017

Note

m non-exchange

Pubtic contributions and donations
Transfers from other governments - gifts
and services-in-kind
Fines, penatties and [evies

Revenue fnom exchange transactions
AIA lncome
Licenses and permits
Finance income - externaI investments

Total revenue
Expenses
Employee costs
Use of goo{s and services
Remuneration of directors
Depreciation and amortization expense
Repairs and maintenance
Contracted services
Grants and subsidies
GeneraI expenses
Tota[ expenses
Other gains/(losses)
Gain on sale of assets
Gain on foreign exchange transactions
Surptus(Deficit) before tax
Taxation
SurptuV(Deficit) for the period
Attributable to:
Surptus/(Deficit) attributable to
owners of the controlling entity

2,313,913,954 1,547,754,020

Revenue fro
transactions

8

6

7

9

10

11

17

13

14
15

16
17

18

19

2016-2017
Kshs

194,148,951
1,900,659

2,509,963,563

4,021,549,307
282,562,436
121,299,230

4,425,410,968
6,935,374,531

2015-2016
Kshs

18,727,530
1,464,941

1,567 ,946,391

3,349,465,520
272,245,579
143,473,150

3,765,184,248
5,333,1 30,639

3,862,420,559
24,254,370
30,719,619

342,999,463
275,944,990
47,244,404
10,608,879

1,415,439,733
6,009,632,015

49,875
(676,451,501)

4,302,538,881
26,706,999
31,903,564

296,533,111
371,944,450
55,899,800

720,000
1 ,382,81 5,810

6,419,062,615

( 1 59,505)
516,152,411

516,152,411 (676,451,501)

516,152,411 (676,451,501)

The notes fet out on pages 6 to 37 form an integrat part of these Financial Statements

_{[.
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Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017
XII. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2017

Note 2016-2017 2015-2016
Kshs Kshs

Assets
Current assets
Cash and cash equivatents
Receivabtes f rom exchange transactions
Receivabtes from non-exchange
transactions 140,073,505 116,584,075

3,327,893,691 2,577,497,930
Non-current assets
Plantation
Property, ptant and equipment
lntangible assets

Total assets 63,370,733,022 63,887,793,243

20
22
21

2,414,669,771
777,550,415

1,9il,533,726
496,370,179

74
75
76

58,112,357,723
1,914,476,198

16,010,410
60,042,839,331

59,240,505,439
2,062,576,465

7,763,409
61,310,295,313

Liabilities
Current tiabilities
Trade and other payables from
exchange transactions
Refundabte deposits from customers
Provisions
Employee benefit obligation
Payments received in advance
Withhetd Taxes

Total liabilities

Net assets

Reserves
Accumulated surptus
Total net assets and liabilities

Mr.

714 131 878 877
229,669,966 323,514,414
229,669,966 323,514,414

63,141,064,156 63,564,268,829

27

28
29
30
31

37

98,755,113
13,209,574
91,899,093
27,381,772
2,709,733

156,716,577
11,875,146

129,414,730
18,557,548
6,071,536

62,018,710,379
1,1?7,353,777

62,989,316,591
574,952,249

The Financial Statements set out on pages 1 to 5 were signed on behatf of the Board of
Directors by:

A

Chief -'Senior Manager, Finance, & Administration
Mr. Patrick Nyaga
ICPAK Member Number: 4697

Chairman of the Board
Mr. Peter Kinyua

Date Date

_{il-XE"YA

lio Mugo

Y
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and Financial Statements
ded June 30 2017

xil!. sT EMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30
JUNE 2017

Kenya Forest
Annual
For the

Adjustment f
Additions for

i

Batance b/f A{ at 01.07.2015

Adjustment for the year

Additions for dhe Year
I

Surptus/Defici[ for the year

Capital Funds

62,956,791,498

32,525,083

(970,606,202).

Revenue Reserves

1,286,923,140

(35,51 9,390)

(676,451,502)

574,952,248

31,249,118

Total
64,243,714,638

(35,51 9,390)

32,525,083

(676,451,5071

63,564,268,829

31,249,118

(970,606,202)

516,157,411

Balance C/F as at 30.06.2016 62,989,316,581 574,952,248 63,564,268,829

Batance b/f Ap at 01.07.2016 62,989,316,581

or the year

the Year

Surptus/Deficit for the year
'l 516,152,411

Balance C/F as at 30.06.2017 62,018,710,379 1,122,353,777 63,141,064,156

* The Service creates and maintains reserves in terms of specific requirements. The
service classifies its reserves as either capitol or revenue in nature. Copital reserve is
the replocement development reserve that will help the service to replace assets as
they oge. Revenue reserve is the occumulated surplus over the years.

*An adjustment of Kes 1,786,518 hos been done on the Revenue Reserves to adjust on
the funds refunded to different donors after the closure of specific projects in year
2015-2016. An Extro Kes 33,035,636.73 has been adjust to recognise bad debts provision
done in previous years but now recovered.

*An omount of KSh. 1,128,152,716 relating to the decrease in volue of plantation ond
Ksh. 157,546,514 reloting to ossets odded during the year have been odjusted to the
copitol reserves.

-TD.XE,.YA
Page 3 of 43



Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017

XIV. STATEMENT OF CASH FLOWS AS AT 30 JUNE 2017

Note
2016t?:017

Kshs.
Cash Flows from operating activities
Net operating Surplus 516,152,411 (676,119,002)

294,550,098
316,669

1,993,013
(4,480,000)

2015t2016
Kshs.

337,975,792

5,074,177
4,000,000

50,651,235

16,424,619

(207,658,956)

(107,196;292)
(1O7,196,2921

107,196,297
(35,851,891 )

71,344,401

(243,510,7461

7,208,044,472

1,964,533,726

Adjustment
Depreciation
Net book vatue Retired
Amortisation of lntangibte Assets
lncrease in Provision for Audit Fees
lncrease in Provision for doubtfu[ debts

Net Cash generated from operating
activities before Changes in working
Capital

Changes in Working Capitat
lncrease in Trade and other receivabtes

lncrease in trade and other payabtes
Net Cash generated from operating
activities

Cash Flows from investing activities
Sale of investments
Purchase of fixed assets
Net cash used in investing activities

Cash Flows from Financing activities
Development Grants Received
Development Grants Refunded
Net cash used in Financing activities

Net increase in cash & cash equivatents
Cash & cash equivatents at the
beginning of the period
Cash & cash equivalents at the end of
the period

8O8,522,191 (278,469,303)

(300,269,716) 54,384,878

15

26
29
79

71,77,
27,28,
30, 31,

37 (56,329,911)

451,922,564

75 (157,546,514)
(157,546,514)

6 157,546,514
(1 ,786,518)

155,759,996

450,136,045

z0 1,964,533,776

2,414,669,771

.4*
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Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017

XV STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 30 JUNE
2017

Original budget Adjustments Final budget Actual on
comparable basis

2016-2017 2016-2017 2016-2017
Kshs Kshs Kshs

(903,000,000) 2,476,000,000 2,313,913,954

Performance
difference
2016-20172016-20T1

KshsRevenue
Public contributions and
donations
Transfers from other
governments - gifts and
services-in-kind
Sate of goods

Finance lncome

3,379,000,000

282,000,000

3,200,000,000

(57,316,000)

314,300,000

224,684,OOO

3,514,300,000

194,148,951

4,306,012,396

171,299,730

6,935,374,531

Kshs

(162,086,0461

(30,535,049)

791,712,396

121,299,230

720,390,531

7%

-14%

23%

100%

17%
Totalincome

6,861,000,000 (646,016,000) 6,214,984,000
Expenses
Compensation of emptoyees

4,287,62',1,615 32,675,652 4,320,2s7,267 4,302,538,881 17,714,386
Goodr and services

2,159,v0,722 l.596,799,1201 1,562,541,603 1,788,087,059 (225,545,4571

Board Expenses
31,796,750 - 31,796,750 31,903,554 (106,814)

Acquisition of Assets
3A2,24,913 (81,852,532) 300,388,380 157,546,514 142,U1,866

Total expenditure
6,861,000,000 (646,016,000) 6,214,9a4,00O 6,280,076,014 (6s,092,019)

SurPlus for the period . 555,29E,51 3 7as,4az,sso
Bud8et notes
1 . Tronslers lron other Softlnments ha.l o total negative vatldtlon ol Kes 30 l illion which re@sents 1& oI the yoie.ted in one. fhit is due to Alrican

Develo$ftnt bonk sprwrcd yoject which did 'rt 
stort os proie.ted.

2. Sate ol Goods hod a psitive varidnce ol K.5791 illion representing23%. Thls'.tosdue to enhored rcvenue @Uectlon methods like tt-pesa.
3. Fit oEe in one had o 1OOt6 Nsltlve vaioti due to the cufient agreement with bonk wherc all bdlan<es ln the bank ac.ounts earn interc't.
1. Acqrisition ol ,Esets hod o positive vo otton ol Kes 142 tlillion rePtesentiry 4a%.

5. The bu.lget d.ljusrnent ls os a rcsult ol the supplenentary bu.Eet approl/ed W the boord.

0%

-14%

0%

48%

-1%

100%

_*+,^ Page 5 of 43



Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017

XVI. NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

Kenya Forest Service is estabtished by and derives its authority and accountabitity
from the Forest conservation and Management Act,2016. The Service is whotty
owned by the Government of Kenya and is domicited in Kenya. The Service's
principat activity is conservation and management of state forests.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION
The Service's financia[ statements have been prepared in accordance with and
compty with lnternational Pubtic Sector Accounting Standards (IPSAS). The financiat
statements are presented in Kenya shittings, which is the functionat and reporting
currency of the Service. The accounting poticies have been consistently apptied to
all the years presented.

The financial statements have been prepared on the basis of historica[ cost, untess
stated otherwise. The cash ftow statement is prepared using the indirect method.
The financiat statements are prepared on accrual basis.

3. ADOPTION OF NEW AND REVISED STANDARDS

Relevant new standards and amendments to published standards effective for
the year ended 30 June 2017

STANDARD
IPSAS 33: First time
adoption of AccruaI
Basis IPSAS

IPSAS 34: Separate
Financiat Statements
IPSAS 35: Consotidated
FinanciaI Statements
IPSAS 36: lnvestments
in Associates and Joint
Ventures
IPSAS 37: Joint
Arrangements
IPSAS 38: Disclosure of
lnterests in Other
Entities

IMPACT
The Service adopted IPSAS in the year ended 30 June 2014
and therefore provisions of first time adoption of accruat
basis does not appty to the Service.
The Service does not have any subsidiaries, joint ventures or
investments and therefore the standard does not appty.
The Service does not have any subsidiaries, joint ventures or
investments and therefore the standard does not appty.
The Service does not have investments in associates or joint
ventures.

The Service does not have an interest in a joint arrangement
and therefore the standard does not appty.
The Service does not have an interest in other entities and
therefore the standard does not appty.

G.
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Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30,2017

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

STANDARD
IPSAS 39:
Emptoyee

Benefits

IPSAS 40: Pubtic

Sector
Combinations

iii.

EFFECTIVE DATE AND IMPACT:
Applicable: 1't January 2018
The objective to issue IPSAS 39 was to create convergence to
changes in IAS 19 Emptoyee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to IAS 19. The
main objective is to ensure accurate information retating to
pension tiabitities arising from the defined benefit scheme by

doing away with the corridor approach.
Applicable: 1't January 2019:
The standard covers pubtic sector combinations arising from
exchange transactions in which case they are treated simitarty
with IFRS 3(appticabte to acquisitions onty) Business combinations
and combinations arising from non-exchange transactions which
are covered purety under Pubtic Sector combinations as

amatgamations.

Early adoption of standards

The Service did not early-adopt any new or amended standards in year 2017.

4. SUTT1MARY OF SIGNIFICANT ACCOUNTING POLtCtES

a) Revenue recognition

i) Revenue from non-exchange transactions

Public Contributions and Donations
The Service recognizes revenues from the Government and other private entities
when the event occurs and the asset recognition criteria are met. To the extent that
there is a retated condition attached that woutd give rise to a tiabitity to repay the
amount, deferred income is recognized instead of revenue. Other non-exchange
revenues are recognized when it is probabte that the future economic benefits or
service potential associated with the asset wit[ ftow to the Service and the fair vatue
of the asset can be measured retiabty. Amounts of assets bought during the year are
capitatised from these revenues.

_a-
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Kenya Forest Service
Annual Report and Financial Statements
For the year ended June 30 ,2017
NOTES TO THE FINANCIAL STATEMENTS (Continued)

Transfers from other government entities
Revenues from non-exchange transactions with other government entities are
measured at fairvatue and recognized on obtainingcontrol ofthe asset (cash, goods,

services and property) if the transfer is free from conditions and it is probabte that
the economic benefits or service potentiat retated to the asset witt ftow to the
Service and can be measured retiabty.

Fees, taxes and fines
The Service recognizes revenues from fees, taxes and fines when the event occurs
and the asset recognition criteria are met. To the extent that there is a retated
condition attached that would give rise to a tiabitity to repay the amount, deferred
income is recognized instead of revenue. Other non-exchange revenues are
recognized when it is probable that the future economic benefits or service
potential associated with the asset witt ftow to the Service and the fair vatue of the
asset can be measured retiabty.

ii) Revenue from exchange transactions

Rendering of services

The Service recognizes revenue from rendering of services by reference to the stage
of comptetion when the outcome of the transaction can be estimated reliabty. The
stage of comptetion is measured by reference to [abour hours incurred to date as a
percentage of totaI estimated [abour hours.

Where the contract outcome cannot be measured retiably, revenue is recognized
only to the extent that the expenses incurred are recoverabte.

Sole of goods
Revenue from the sate of goods is recognized when the significant risks and rewards
of ownership have been transferred to the buyer, usuatty on detivery of the goods
and when the amount of revenue can be measured retiabty and it is probabte that
the economic benefits or service potential associated with the transaction witt ftow
to the Service.

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

Rental income
Rental income arising from operating leases on investment properties is accounted
for on a straight-tine basis over the lease terms and inctuded in revenue.

Page 8 of 43
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Kenya Forest Service
Annual Report and Financial Statements
For the r ended June 30 2017
NOTES TO E FINANCIAL STATEMENTS (Continued)

b) Budget information
The originat budget for FY 2016-2017 was approved by the Nationat Assembty on 8th

June 2016. Subsequent revisions or additional appropriations were made to the
approved budget in accordance with specific approvats from the appropriate
authorities. The additional appropriations are added to the origina[ budget by the
Service upon receiving the respective approvats in order to conctude the final
budget. Accordingty, the Service recorded additionaI appropriations of Kes.

646,A16,000 on the 2016-2017 budget fottowing the governing body's approvat.

The Service's budget is prepared on a different basis to the actual income and
expenditure disctosed in the financiat statements. The financial statements are
prepared on accrual basis using a ctassification based on the nature of expenses in
the statement of financiat performance, whereas the budget is prepared on a cash

basis. A comparison of budget and actua[ amounts is then presented in the
statement of comparison of budget and actua[ amounts.

ln addition to the Basis difference, adjustments to amounts in the financial
statements are atso made for differences in the formats and ctassification schemes

adopted for the presentation of the financial statements and the approved budget.

c) Taxes
Current income tax

Current income tax assets and tiabitities 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

substantivety enacted, at the reporting date in the area where the Service operates

and generates taxabte income.

Current income tax retating to items recognized directty in net assets is recognized

in net assets and not in the statement of financiat performance. Management
periodicatty evatuates positions taken in the tax returns with respect to situations
in which appticabte tax regulations are subject to interpretation and estabtishes

provisions where appropriate.

Deferred tox

Deferred tax is provided using the tiabitity method on temporary differences

between the tax bases of assets and tiabil,ities and their carrying amounts for
financiat reporting purposes at the reporting date.

Deferred tax liabitities are recognized for att taxabte temporary differences, except
in respect of taxabte temporary differences associated with investments in

controtted entities, associates and interests in joint ventures, when the timing of
the reversal of the temporary differences can be contro[ted and it is probabte that
the temporary differences witl not reverse in the foreseeabte future.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Deferred tax (Cont.)

Deferred tax assets are recognized for att deductibte temporary differences, the
carry forward of unused tax credits and any unused tax losses. Deferred tax assets
are recognized to the extent that it is probabte that taxabte profit witt be avaitabte
against which the deductibte temporary differences, and the carry forward of
unused tax credits and unused tax losses can be utitized, except in respect of
deductibte temporary differences associated with investments in controtled
entities, associates and interests in joint ventures, deferred tax assets are
recognized onty to the extent that it is probabte that the temporary differences witl
reverse in the foreseeabte future and taxable profit witt be avaitabte against which
the temporary differences can be utitized.

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced to the extent that it is no longer probabte that sufficient taxabte profit witt
be avaitabte to attow atl or part of the deferred tax asset to be utitized.
Unrecognized deferred tax assets are re-assessed at each reporting date and are
recognized to the extent that it has become probabte that future taxabte profits
witl attow the deferred tax asset to be recovered.

Deferred tax assets and tiabitities are measured at the tax rates that are expected
to appty in the year when the asset is realized or the tiabitity is settted, based on
tax rates (and tax taws) that have been enacted or substantivety enacted at the
reporting date.

Deferred tax retating to items recognized outside surplus or deficit is recognized
outside surptus or deficit. Deferred tax items are recognized in corretation to the
underlying transaction in net assets.

Deferred tax assets and deferred tax tiabitities are offset if a tegatty enforceabte
right exists to set off current tax assets against current income tax tiabitities and
the deferred taxes retate to the same taxabte Service and the same taxation
authority.

d) lnvestment property

lnvestment properties are measured initiatty at cost, inctuding transaction costs.
The carrying amount inctudes the reptacement cost of components of an existing
investment property at the time that cost is incurred if the recognition criteria are
met and exctudes the costs of day-to-day maintenance of an investment property.

lnvestment property acquired through a non-exchange transaction is measured at its
fair vatue at the date of acquisition. Subsequent to initial recognition, investment
properties are measured using the cost model and are depreciated over a 3Q-year
period.

_tD-
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NOTES TOITHE FINANCIAL STATEMENTS (Continued)

lnvestment property (Cont. )
lnvestment properties are derecognized either when they have been disposed of or
when the investment property is permanentty withdrawn from use and no future
economic benefit or service potentiat is expected from its disposat. The difference
between the net disposat proceeds and the carrying amount of the asset is
recognized in the surptus or deficit in the period of de-recognition. Transfers are
made to or from investment property onty when there is a change in use.

e) Plantation
The service ptantations are recognized in the books of account under IPSAS 27 where
the fair vatue of the ptantation is based on current quoted market prices and is not
adjusted to reftect the actual price in a binding sate contract that provides for
detivery at a future date. Fair vatue is defined as the price that woutd be received
to se[[ the ptantation in an orderty transaction between market participants at the
measurement date.
A hybridized approach devetoped from four methods (Historical cost vatuation,
Reatisation / tiquidation vatue, Net Present Value (NPV) or Net Discounted Revenue
(NOR) Vatue and Transaction based approach) focusing on the fair vatue of the
products from the commercial ptantations and the estabtishment costs is used in the
vatuation of the service ptantations. ln this method, ptantations are measured on
initial. recognition and at subsequent reporting dates at fair vatue less costs to se[t.
For new & immature ptantations where fair vatue cannot be measured retiabty, the
estabtishment cost is apptied.

f) Property, plant and equipment
At[ property, ptant and equipment are stated at cost [ess accumutated depreciation
and impairment tosses. Cost inctudes expenditure that is directty attributabte to the
acquisition of the items. When significant parts of property, ptant and equipment
are required to be reptaced at intervats, the Service recognizes such parts as

individual assets with specific useful lives and depreciates them accordingty.
Likewise, when a major inspection is performed, its cost is recognized in the carrying
amount of the ptant and equipment as a reptacement if the recognition criteria are
satisfied. At[ other repair and maintenance costs are recognized in surptus or deficit
as incurred. Where an asset is acquired in a non-exchange transaction for nit or
nominat consideration the asset is initiatty measured at its fair vatue.

g) Leases
Finance [eases are leases that transfer substantiatty att of the risks and benefits
incidentat to ownership of the leased item to the Service. Assets hetd under a

fihance [ease are capitatized at the commencement of the lease at the fair vatue of
the leased property or, if lower, at the present vatue of the future minimum lease
payments. The Service atso recognizes the associated lease [iabitity at the inception
of the tease. The tiabitity recognized is measured as the present vatue of the future
minimum lease payments at initiaI recognition.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Leases (Continued)

Subsequent to initial recognition, lease payments are apportioned between finance
charges and reduction of the lease tiabitity so as to achieve a constant rate of
interest on the remaining batance of the tiabitity. Finance charges are recognized as

finance costs in surptus or deficit.

An asset hetd under a finance lease is depreciated over the usefut tife of the asset.

However, if there is no reasonabte certainty that the Service witl obtain ownership

of the asset by the end of the lease term, the asset is depreciated over the shorter
of the estimated usefut tife of the asset and the [ease term.

Operating leases are leases that do not transfer substantiatty att the risks and

benefits incidentat to ownership of the teased item to the Service. Operating lease

payments are recognized as an operating expense in surptus or deficit on a straight-
[ine basis over the [ease term.

h) lntangible assets

lntangible assets acquired separately are initiatty recognized at cost. The cost of
intangibte assets acquired in a non-exchange transaction is their fair vatue at the
date of the exchange. Fottowing initiat recognition, intangibte assets are carried at
cost less any accumutated amortization and accumutated impairment losses.

lnternatty generated intangibte assets, exctuding capitatized devetopment costs, are

not capitatized and expenditure is reflected in surptus or deficit in the period in
which the expenditure is incurred.

The useful tife of the intangibte assets is assessed as either finite or indefinite.

i) Research and development costs

The Service expenses research costs as incurred. Devetopment costs on an individual
project are recognized as intangibte assets when the Service can demonstrate:

avaitabte for use or sate

Fottowing initiat recognition of an asset, the asset is carried at cost tess any

accumutated amortization and accumutated impairment losses. Amortization of the
asset begins when devetopment is comptete and the asset is avaitabte for use. lt is
amortized over the period of expected future benefit. During the period of
devetopment, the asset is tested for impairment annuatty with any impairment losses

recognized immediatety in surptus or deficit.
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j) Provisions

Provi$ions are recognized when the Service has a present obtigation (tegal or
constructive) as a resutt of a past event, it is probabte that an outftow of resources
embodying economic benefits or service potential witt be required to settte the
obtigation and a retiabte estimate can be made of the amount of the obtigation.
Where the Service expects some or atl of a provision to be reimbursed, for exampte,
under an insurance contract, the reimbursement is recognized as a separate asset
onty when the reimbursement is virtualty certain.
The expense retating to any provision is presented in the statement of financiat
performance net of any reimbursement.

Conti ngent li abi liti es
The Service does not recognize a contingent liabi[ity, but disctoses detaits of any
contingencies in the notes to the financial statements, unless the possibitity of an

outflow of resources embodying economic benefits or service potential is remote.

Contingent assefs
The Service does not recognize a contingent asset, but disctoses detaits of a possibte

asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events not wholty within the control of the Service in the
notes to the financial statements. Contingent assets are assessed continuatty to
ensure that devetopments are appropriatety reftected in the financia[ statements.
lf it has become virtuatty certain that an inftow of economic benefits or service
potentia[ wilt arise and the asset's vatue can be measured retiabty, the asset and
the retated revenue are recognized in the financial statements of the period in
which the change occurs.

k) Nature and purpose of reserves
The Service creates and maintains reserves in terms of specific requirements. The
service ctassifies its reserves as either capital or revenue in nature. Capitat reserve
is the replacement devetopment reserve that witt hetp the service to reptace assets
as they age. Revenue reserve is the accumutated surptus over the years. At the ctose
of the financiaI year, the Service had an accumutated fund of Sixty-three bittion,
ninety-eight mittion, forty-five thousand, six hundred and ninety-seven shittings (Kes
63,098,045,697) as compared to Sixty-three bittion, five hundred and sixty-four
miltion, two hundred and sixty-eight thousand, eight hundred and twenty-nine
shittings (Kes 63,564,268,8291cumutated as at end of 7015/2016 financial year.

l) Changes in accounting policies and estimates
The Service recognizes the effects of changes in accounting poticy retrospectivety.
The effects of changes in accounting poticy are apptied prospectivety if
retrospective apptication is impracticat.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

m) Employee benefits

Retirement benefit plans
The Service provides retirement benefits for its emptoyees and directors. Defined
contribution ptans are post-emptoyment benefit ptans under which the Service pays

fixed contributions into a separate Entity (a fund), and witt have no legal or
constructive obtigation to pay further contributions if the fund does not hotd
sufficient assets to pay atl emptoyee benefits retating to emptoyee service in the
current and prior periods. The contributions to fund obtigations for the payment of
retirement benefits are charged against income in the year in which they become
payabte.

Defined benefit ptans are post-emptoyment benefit ptans other than defined-
contribution ptans. The defined benefit funds are actuariatty vatued tri-annuatty on

the projected unit credit method basis. Deficits identified are recovered through
lump sum payments or increased future contributions on proportionat basis to atl
participating employers. The contributions and Iump sum payments reduce the post-

employment benefit obtigation.

n) Foreign currency transactions
Transactions in foreign currencies are initiatty accounted for at the ruting 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 apptying the exchange rate on that date. Exchange differences arising from the
setttement of creditors, or from the reporting of creditors at rates different from
those at which they were initiatty recorded during the period, are recognized as

income or expenses in the period in which they arise.

o) Related parties
The Service regards a retated party as a person or an entity with the abitity to exert
control individuatty or jointty, or to exercise significant inftuence over the Service,

or vice versa. Members of key management are regarded as retated parties and

comprise the directors, the CCF and senior managers.

p) Cash and cash equivalents
Cash and cash equivatents comprise cash on hand and cash at bank, short-term
deposits on catl and highty tiquid investments with an original maturity of three
months or [ess, which are readity convertibte to known amounts of cash and are
subject to insignificant risk of changes in vatue. Bank account batances inctude
amounts held at various commercial banks at the end of the financial year.

q) Comparative figures
Where necessary comparative figures for the previous financial year have been

amended or reconfigured to conform to the required changes in presentation.
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NOTES TO HE FINANCIAL STATEMENTS (Continued)

5. SIGNI ICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

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

requires management to make judgments, estimates and assumptions that affect
the reported amounts of revenues, expenses, assets and [iabitities, and the
disclosure of contingent tiabitities, at the end of the reporting period. However,

uncertainty about these assumptions and estimates coutd resutt in outcomes that
require a material adjustment to the carrying amount of the asset or tiabitity
affected in future periods.

Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and tiabitities within the next
financia[ year, are described betow. The Service based its assumptions and
estimates on parameters avaitabte when the consotidated financial statements
were prepared. However, existing circumstances and assumptions about future
devetopments may change due to market changes or circumstances arising beyond
the control of the Service. Such changes are reftected in the assumptions when
they occur. IPSAS 1.140

Useful lives and residualvalues
The useful lives and residual vatues of assets are assessed using the fottowing
indicators to inform potential future use and value from disposat:

the Service

technotogy and processes

Provisions
Provisions were raised and management determined an estimate based on the
information avaitabte. Additional disctosure of these estimates of provisions is
inctuded in Note 29.
Provisions are measured at the management's best estimate of the expenditure
required to settte the obtigation at the reporting date, and are discounted to
present vatue where the effect is materiat.
A provision for payment of ongoing contracted professionat works in Assets tagging
and financial systems upgrade has been made due to the budget considerations.
Refer to note 38

Subsequent events

There have been no events subsequent to the financial year end with a significant
impact on the financiat statements for the year ended June 30, 2017.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

6. Transfers from Government (Public Contributions and Donations)
These are funds from the exchequer to finance the Services recurrent and
devetopment activities in the fottowing core programmes: Natural Forest
Conservation and Management, Farm and Drytand Forests Conservation and
Management, Ptantation, and Enterprise Development.

Description

GOK Subventions- Recurrent

GOK-Development

Less: Grants received for financing activities
Total public contributions and donations

6b) Transfers from Ministries , Departments and Agencies

30-Jun- 1 7

Kes.

1,879,760,468

591,700,000

(157,546,5141

2,313,913,954

30-Jun- 16

Kes.

1,592,950,312

72,000,000

(107,196,292)

1,547,754,O2O

Name of
the
Service
Sending
the Grant

Ministry of
Environment
& Natural
Resources
Total

Amount
Recognized to
Statement of
Comprehensive
lncome
Kes

?,313,913,954

2,313,913,954

Amount
Def erred
Under
Deferred
lncome
Kes

Amount
Recognised
in Capital
Fund.

Kes
157,546,514

157,546,514

Total Grant
lncome
During the
Year

Kes
2,471,460,468

2,471,460,468

2015-2016

Kes
1,654,950,312

1,654,950,312
The details of the reconciliotion have been included under appendix XX)

7. Transfers from other governments
Revenues from non-exchange transactions with other government entities are
measured at fair vatue 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 potentia[ retated to the asset witl ftow to the
Service and can be measured retiabty. Donor grants are accounted for where they
are recognized as income over the periods necessary to match them with the retated
assets which they are intended to compensate on a systematic basis white capital
grants and non-monetary grants, such as property, ptant and equipment or other
resources, are usuatty accounted for at fair vatue. During the year, the Service
received grants as set out betow;
. Partners donations

The Service partners with different stakehotders on forest conservation and
management. These inctudes embassies tike the Korean Embassy and other
corporates who support tree ptanting in designated areas.

. European Union (WaTER Programme)
This is a grant from the European Union with an objective to support Kenya
eradicate poverty through enhancing the productivity of ecosystem services of
Kenya's critica[ ecosystems and enhance resitience to ctimate change of her
water sources. The purpose is to improve the quatity and quantity of ecosystem

J*
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services provided by Kenya's water towers through increased forest cover,
improved tandscape and naturat resource management, and waste management
systems leading to increased benefits to ruraI communities from forest,
agricutture and agro-forestry [and use systems.

. FAO-NFPF
These were grants for the National Forest Programme Facitity. The facitity is to
kick-start the process of forest sector devetopment with attention on poverty
atleviation and ecotogicaI restoration. lt wilt be used to strengthen and
comptement ongoing initiatives, identify emerging issues, devetop, test and
refine joint forest management modets for ecotogicatty sensitive forests,
invotving locaI communities.

. GOVERNMENT FINLAND - ICFRA (Metla)
These were grants from Government of Fintand for the devetopment of Forest
Resource Accounts (FRA) with the Finish Forest Research lnstitute (Metta) as part
of component I of the Miti Mingi Maisha Bora project.

. Centres for Disease Control (CDC)
These are funds from the USAID through Centres for Disease control (CDC) that
are meant to support Aids Control unit within the service.

. United Kingdom - Ecometrica Ltd
These are funds from the United Kingdom through Ecometrica Ltd a space agency
firm that are meant to support forestry development in Kenya.

Descrinfion
I

Partnerf Donations

FAo-NFPF

GOW of FINLAND - ICFRA(Metta)

Centrei for Decease Controt (CDC)

30-Jun-1 7

Kes.

14,625,862

800,000

3,214,044

174,031,114

1,477,931

194,148,951

30-Jun-1 7

Kes.

1,900,658

1,goo,65g

30-Jun-1 6

Kes.

8,149,783

6,656,120

2,790,510

1,131,117

18,727,53O

30-Jun-16
Kes.

1,4U,841
1,464,841

Europehn Union - EU

UnitedlKingdom (UK)

Total transfers from other governments - gifts and
servicfs-in-kind

8. Flnes and Surcharges
These are penatties levied to uniformed staff on disciptinary cases

Description

Fines

Total
and Surcharges

fines, penalties and levies

9. fppropriation in aid
This comprises of particutar ctasses of revenue streams which the accounting officer
llas been authorised to raise and use in addition to the amounts issued by the
exchequer. For purposes of the financial statements this comprises of internatly
$enerated revenues as set out overteaf;

_!D.
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9. Appropriation in aid (cont'd)
Description

Ptantations
Mangrove
Transmission Potes
Mangrove Potes
Smatl Potes

Bamboo Stems
ProfessionaI fees
Tuition Fees

Boardwatk Fees

Water charges-Water easements
Aircraft Usage

Poles
Fue[ wood

Quarrying, Soi[, Sand

Resin

Ecotourism sites
Grazing Fees

Other Forest lncomes
Recreation
Grass

Withies
Assessment Fees

Apptication Fees

Accommodation
Fatten tree Materiats
Staff Quarters
Leases

Land Rent
PELIS/Shamba Rent/Land Rent
Ground Rent
Bonded ltems
Seedlings & Cuttings
Third Party Commissions
Unapptied Receipts
Unidentified Receipts
Other MisceItaneous Receipts
Proceeds from Disposal of Assets
Sale of Tender Documents
Total AiA income

_ID-
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30-Jun-1 7

Kes.
3,595,957,480

5,500,1 75
1 5,540

1,808,550
163,220
397,979
467,266

10,407,732
70,000

9,130,091
1 5, 503, 509

6,413,593
31,577,528
25,159,975

625,700
265,816

31,337,351
4,872,474

73,117,791
1,992,936

662,872

1,000
210,300

32,735
7,169,369

76,126,036
133,202,529
20,653,720

1,',144,967

922,420
7,'.\46,920
1,710,942
(159,160)

31,617
4Zg,7g0

7,422,490
57,270

4,021,549,302

30-Jun- 1 6
Kes.

2,664,220,993
5,291,545

255,914
6,447,523

935,543
235,548

1 ,'l30,ggg
8,480,1 50

4,000
8,114,209
5,417,071
7,887,401

38,830,141
1 9,380,1 35

1,403,976
1,869,579

32,948,444
67,279,139
6,554,227
1,446,629

591,042
166,113

1,000
152,790

6,294,693
1,934,593

259,964,189
172,573,669
12,971,320
4,543,319
1,729,959
8,397,207
1,728,430

17,152

769,311
3,349,465,52O
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10. ses & Permits

Movement Permits

Monthty Licenses

Saw

Total

11.

fi

Hotding

Hotding

Hotding

Hotding

Hotding

Totalfi

nt lnterest-KCB

nt lnterest-Equity

lnterest - Coop

lnterest - National Bank of Kenya

lnterest - NIC

income - external investments

Licenses

and permits

lncome - External !nvestments
retates to interest earned from interest bearing current accounts during the

I year

30-Jun-1 7

Kes.

244,706,432

18,125,696

19,730,308

282,562,436

30-Jun- 1 7

Kes.

4,612,109

37,451,606

52,026,947

27,197,587

10,991

171,299,23O

30-Jun- 1 6

Kes.

235,739,108

23,829,039

12,677,431

272,245,578

30-Jun-1 6

Kes.

35,916,567

8,274

56,808,387

50,730,1 59

9,763

143,473,150
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12. Employee costs
These are costs incurred by the Service on its emptoyees and emptoyee retated
activities during the reporting period white on officia[ duties as set out betow;

Description

Number of Employees

30-Jun-1 7

Kes.

5,028

2,761,746,327

2,023,016

16,383,724

274,951,295

65,1 81 ,288

88,612

616,292

74,556,505

3,131,216

4,902,259

309,375,970

365,535,21 1

660,000

494,516

3,518,244

5,144,849

17,410,382

401,819,186

4,302,538,881

30-Jun-1 7

Kes.

15,479,889

9,337,323

2,889,787

26,706,999

30-Jun- 1 6

Kes.

5,1 36

2,480,023,362

1,595,317

10,816,093

244,691,224

38,072,208

94,662

1,407,639

53,740,099

3,351,267

4,902,313

1,187 ,131

298,958,733

331,482,010

660,000

365,806

3,597,713

26,916

23, 1 00

12,403,647

362,673,689

12,357,630

3,862,420,559

30-Jun-1 6

Kes.

14,612,873

8,121,214

1,520,283

24,254,370

Basic Sataries

Acting A[towance

Transfer A[towance

Commuting A[towance

Hardship Attowance

Medicat Attowance

SpeciaI Duty A[towance

Leave Attowance

Extraneous Attowance

Telephone A[lowance

Refund of Medical Expenses - Ex-Gratia

Staff MedicaI lnsurance

House Attowance

Non -Practice Atlowance

Entertai nment Attowance

I nstructor's Atlowance

Uniform Attowance

GPA/GLA

Risk Attowance

Contributions to NationaI Social Security

Staff Pension- KFS Contributions

Staff Gratuity
Total employee costs

13. Use of Goods and Services

Description

Etectricity
Water and Sewerage Charges

Membership Fees, Dues and Subscriptions

Total goods & services
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14. neration of Directors

Descri

Boards and Committees

Board Sec Remuneration

Total neration of directors

15 ation and Amortization Expenses

: Motor Vehictes

-Furniture & Fittings
- Computers

-Air Conditioners, Fans and Heating

- Non-Residentia[ Buitdings
- Residentiat Buitdings

- Roads & Civit works

- lCT, Exchanges and Other
Equipment

Photocopiers and other Office

Kenya
Annual
For the

Depreciation

Depreciation

Depreciation

Depreci

Depreci

Depreci

Dep

Dep

Dep
Equi

Dep

30-Jun-1 7

Kes.

25,833,789

6,069,775

31,903,564

30-Jun- 1 7

Kes.

108,798,474

25,099,628

14,018,061

1,629,656

51 ,582,505
9,1 28,005

10,297,954

3,213,774

7,1 51 ,580
2,479,753

22,295,035
I

1,146,603 ,

701,865

37,840,377

1 ,1 50,341

296,533,111

30-Jun-1 6

Kes.

25,212,654

5,506,964

30,719,618

30-Jun-1 6

Kes.

145,968,096

27,117,833

22,142,634

1,341,916

46,964,730

9,037,376

11,494,399

5,4U,419

9,457,672

841,830

22,244,970

1,281,687

651,793

37,840,377

1,150,231

342,999,463

Communication

Depreciation -

Equipment

- Toots, Spares & Smatt Equipment

- Power Generators

- Perimeter Fences

- Househotd & lnstitutionat Apptiances
- Aircraft & Hopers

- Borehotes

Total ation expenses

_I[-
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16. Repairs & Maintenance

Description

Maintenance Expenses - Motor Vehicles

Maintenance of Plant, Machinery and Equipment

Maintenance of Office Furniture and Equipment

Maintenance of Buitdings - Residential

Maintenance of Buitdings and Stations - Non-Residential
Maintenance of CiviI Works

Maintenance of Roads

Maintenance of Computers, Software, Network
Maintenance of Aircraft
Total repairs and maintenance

1 7. Contracted Services

Description

Contracted ProfessionaI Services

Contracted TechnicaI Services

Total contracted services

Capitat Grants and Transfers

Capitat Transfers Non-Profit Organization

Total grants and subsidies

30-Jun-1 7

Kes.

60,807,089

1 ,979,676
1,611,432

62,179,026

25,965,004
4,488,404

1 38,599,791

4,164,151

22,160,997

321,944,450

30-Jun- 1 6

Kes.

77,926,494

1,929,468

3,611,620

9,646,391

21,562,190
34,695,793

96,531,559

4,519,463

26,523,022

275,944,99O

18. Grants & Subsidies
The service through the WaTER towers project supported partner institutions, Kenya
water towers agency, Kenya Witdtife service and Ctimate Change Directorate with some
equipment funded by the EU.

Description

30-Jun-1 7

Kes.

53,365,1 33

2,534,667

55,899,800

30-Jun- 17

Kes.

720,000

30-Jun- 1 6

Kes.

30,370,532

16,873,972

47,244,404

30-Jun-16

Kes.

5,590,635

5,018,244

10,608,879

.4H

720,OOO
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19. Gene

Thir
i
t
al Expenses
comprises of administrative costs as set out betow:

Description

CasuaI Labour

Staff Wetfare Costs

Suppties fdr Production

Tetephonel, Telex, Facsimite, Computer

Courier an! Postat Services

Leased Colnmunication Lines

Suppties of Accessories for Computers & Printers

Travet Costs lairtines, bus, raitway, miteage)

Accommodation - Domestic Travel

Dai ty Subiistence Atlowance

Passage afrd Transfer Expenses

Fietd Operationat Attowance

Travel Cost- I nternationa[ (Overseas)

Pubtishing and Printing Services

Newspapers, Magazines and Periodicals

Advertisihg, Awareness and Pubticity Campaigns

I rarnrng

Remunertation of lnstructors

Productipn and Printing of Training Materiats

Hire of l1'raining Facitities and Equipment

Trainingr Accommodation Attowance

Group PBrsona[ lnsurance

Buitdingi lnsurance

Ptant, E[uipment and Machinery lnsurance

Motor Vehicle lnsurance

General lnsurance

Aircrafrj lnsurance

Fungicides, lnsecticides and Sprays

Education and tibrary Suppties

Produc[ion of photographic and Audio-Visuat Materiats

Paramit'titary Smatt Equipment and Suppties

Laboratory Materials, Suppties and Smatl

Generflt Office Suppties (papers, pencits etc)

Cteanihg Materials, Suppties and Services

Cateripg services

Re-fintd Fuets and Lubricants for Transport

,-{H

30-Jun-1 7

Kes.

269,373,121

20,6',18,924

9,1 06,036

8,504,711

2,745,875

17,055,077

4,243,030

8,085,900

202,417,568

2,364,200

28,170,163

31,036,315

911,970

14,058,413

76,013,975

348,900

376,860

12,810,410

32,500

24,593,325

2,737,699

1,414,538

74,991,743

30-Jun-16

Kes.

122,815,899

12,373,401

1,726,450

12,453,473

7,805,642

3,682,627

20,863,870

7,536,926

42,883,299

206,027,436

61,050

7,136,213

41,845,988

30,141 ,380
1,329,877

2',1,259,717

1 13,306,020

11,031,748

860,202

77,440

92,000

1,542,800

7,550

14,983,487

3,677,223

12,046,203

90,405,946

2,227,700

22,974,812

27 ,751,732
7,806,902

1,290,368

27,174,989

5,768

7,647,620

128,475

2,160

6,214,950

20,471,400

5,063,746

12,315,577

90,826,341
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Refined Fuets and Lubricants for --Other

Firebreaks

Bank Service Commission and Charges

Contracted Guards and Cteaning Services

Forest Conservation Committees Expenses

LegaI dues, Arbitration and Compensation Packages

ConfidentiaI Expenditures

Speciat Operations

Write Offs/Bad Debt Expenses

Food and Rations

Events and Celebrations

Tree seeds and seedlings.

Suppties for production

Net Book Vatue Retired
Rounding off Difference Account

Partner Donation Expenses

Seminars and Conferences

Tree Ptanting

Land Levies

Aircraft Operating Costs

Staff Uniforms and Ctothing

Trainees Uniforms and Ctothing

Audit Fee

Total general expenses

20. Cash and Cash Equivalent

Description

Cash at bank

Cash in hand

Short term deposits

Total cash and cash equivalents

250,000

27,847,525

1,559,239

3,068,556

13,123,426

9,893,272

1 07,868,1 81

23,820,547

74,190,899

69,374,850

29,887,366

316,669

48,041,816

75,518,894

881,176

10,053,052

40,384,490

1,382,815,810

30-Jun- 17

Kes.

2,414,003,647

346,124

320,000

2,414,669,771

1,952,099

1,614,694

8,067,346

1 5,890,1 30

5,200

88,521,443

50,651,235

15,490,845

50,417,638

137,329,532

51,075,556

33,771

728,162

613,816

57,717,289

13,031,960

19,349,799

19,799,520

4,000,000

1,415,439,733

30-Jun- 1 6

Kes.

1 ,963,879,127
334,599

320,000

1,964,533,726

a-
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21. from Exchange Transactions

Description

Receivables

Supptiers Prepaymen

Safaricom 0eposits

Aquamist ltd
Total recefvables from exchange transactions

22. Recpivables from Non Exchange Transactions

Description

Zonal Conttrol Account - Devetopment

Zonat Control Account Recurrent

Temporaly lmprest

Standing lmprest
5atary Adfrances

Surchargris

Total re(eivables from non - exchange transactions

ts

30-Jun-1 7

Kes.

756,239,741

15,974,474

50,000

286,200

772,550,415

30-Jun-1 7

Kes.

65,539,875

31,476,664

35,619,180

1,461,164

6,576,622

140,673,505

30-Jun-16

Kes.

479,150,036

17,170,143

50,000

496,370,179

30-Jun-1 6

Kes.

55,960,590

27,662,751

23,768,944

1 ,459,164
7,737-,576

116,584,025 
|

For the:purposes of these financial stotements, receivables from non-exchonge

transctions a{so include short term cosh imprests and advances to outhorised public
officersendlor institutionswhich were not surrendered or occounted for at the end of
the finarlciol year.

i

23. Fdrest Land
As per
Forest
Suppte

Forest Act att assets of the former forest department vested in the Kenya
ruice vide Legal Notice number 151 of 2008 pubtished in the Kenya Gazette

number 87 of 28th November 2008, with effect from 1st February 2007.
Current y there are two hundred and sixty-five (265) gazetted forest btocks. Out of the
two hu red and sixty-five (265) gazetted forest btocks, the service hotds titte deeds for

seven (77) forests btocks. Due to the non-avaitabitity in the open market of
gazetted forest land they cannot be vatued hence have not been recognised as part of
property, plant and equipment. However, there are some gazetted forest btocks which
form part of conservation areas and nature reserves inctuding both the tand, the forest
& attied forest resources therein and are treated as heritage assets as per IPSAS 17.

c-
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24. Commercial plantations

Kenya Forest Service maintains commercial tree ptantations for sale as per the gazetted
Fietd Service GeneraI Orders provisions.
The vatue of pubtic ptantation as at 30th June 2017 is as under:

Tota[ area of stocked ptantations = 140,000 Ha.

Species composition of pubtic ptantation forests in Kenya; -

i) Cypress - 54%
ii) Pines - 22%
iii) Eucatyptus - 15Yo

iv) Others - 9%

100%
M.A.lfor the growing species

i)
ii )
iii)

Cypress
Pines
Eucatyptus saps

15M3/Ha/Yr
18M3/Ha/Yr
25M3/Ha/Yr

Description

Batance c/f as at 1st July

Add; new stands

Less sates

Add increase in vatue due to growth

Less impairment

: Poaching

: Forest Fires

: Diseases

Total lmpairment

2016-2017

Kes.

59,240,505,439

257,945,000

59,498,350,439

(3,634,160,096)

2,289,949,430

(618,000)

(20,696,0641

(20,471,9961
(41,796,0501

58,112,352,723

2015-2016

Kes.

59,315,176,U7

258,321,000

59,573,497,647

(2,718,424,4761

2,542,921,647

(3,094,000)

(80,179,492)

(74,225,999)
(157,489,390)

59,24O,5O5,439Amount Recognized as at 30th June

Significant assumptions made in the estimation of the fair vatue of the trees in 2017
inctude:

(i) The transformation of the un-matured ptantations is based on the current age
of tree species;

(ii) Cash inftows and outftows accrue eventy throughout the usefu[ [ife; and
(iii) 15% of the trees ptanted witt not attain maturity due to natura[ factors.

"The difference between the vatue of commerciat ptantation as at 30th June 2016 and
30th June 2017 of KSh. 1 ,128,152,716 represent a decrease in the vatue of the capitat
base and has since been adjusted in the statement of changes in Net Assets under
capitaI reseryes.

,.4*
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25. PROPERW, PLANT AND EQU|PI ENT

Buildings

1 ,1 58,784,946

1 ,158,784,946

1 1 1,280,551

1,270,065,497

190,264,626.90

190,264,627

56,001,607

246,266,234

1,023,799,2U

968,520,320

Plant and
Machinery

Kes.

233,676,625

233,676,625

1,021,220

234,697,845

52,683 808.14

52,683,808

22,244,970

74,928,778

1 59,769,067

'180,992,817

Work in
Progress

Kes.

Vehicles &
Cycles

Kes.

OfIice
Furniture

Kes.

&

Equipment
Kes.

68,012,171

Equipment

100,734,214

84'1,830

101,576,044

6,996,372

5,301,802

Roads,

Civil Works
Kes.

19,003,861

13,926,318

32,930,179

63,508,500

71,958,860

hoppers

75,723,891

37,840,377

1 1 3,564,268

455,463,952

493,30t1,328

T

Kes.

3,5s7,079,396

2,062,526,465

2,294,041,225

Kes.

Equipment

88,91 6,1 46 885,990 068 205,677,220

88,91 6,1 46 885,990,068 205,677,220

(88,91 6,1 46) 56,909,709 4,708,615

942,899,777 210,385,835

565,371,700.20 152,647,293.97

tcT

Kes.Kes.Kes.

Cost As at 01-07-2015

Adjustment

Total as at 01-07-2015

Additions (cost)

Revaluation

Cost Adjustment

Disposal

Total Cost as at 30-06-2016

Accumulated Depreciation

Acc. Dep. Adjustment

Total as at 30-06-2015

Charge for the year

As at 30th June 2016

NBV 30th June 2016

NBV 30th June 2015

1 49,995,263 106,036,016 90,962,721 569 028,219

1 49,995,263 68,012,171 106,036,016 90,962,721 569,028,219 3,557,079,396

9,675,075 3,813,150 2 436,400 5,475,958 106,404,532

1s9,670,338 71,825,321 108,472,416 96 438,679 569,028,219 3,663,483 928

69,986,496.63 36,616,278.86 100,734,213.95 I 9 003,860.70 75,723,891.04 1 ,263,032,1 70.39

565,371,700

145,968,096

711,339,796

231,559,981

320,61 8,368

152,U7,294

22,532,881

1 75,1 80,1 75

69,986,497

27,117,833

97,1 04,330

62,566,008

80,008,766

36,616,279

1 't,451,381

48,067,660

23,757,661

31,395,892

--+'^

88,91 6,146

35,205,660

53,029,926
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Cost As at 01{7-20'16

Adjustment

Total as at 01-07-2016

Additions (cost)

Revaluation

Cost Adjustment

Disposal

Total Cost as at 30{6-2017

Accumulated Depreciation

Acc. Dep. Adjustment

Total as at 30-06-2016

Charge for lhe year

As at 30th June 2017

NBV 30th June20'17

NBV 30th June 2016

_G-

Buildings

1,270,06s,497

1,270,065,497

60,604,825

1,330,670,322

246,266,233.58

246,266,234

60,710,510

306,976,744

1,023,693,57E

1,0n,799,264

Kes.

Plant and

Machinery

Kes,

234,697,845

234,697,845

10,094,541

244,792,386

74,928,778.12

74,928,778

22,295,035

97,223,813

147,568,573

1 59,769,067

IEXYA
Page 28 of 43

Work in

Progress

Kes.

1,228,313

1,228,313

1,n8313

Motor
Vehicles &

Cycles

Kes.

942,899,777

942,899,777

30,588,1 88

(6,333,372)

967,154,593

711,339,795.75

(6,016,704)

705,323,092

108,798,474

814,1 21,566

1 53,033,027

231,559,981

Computers &

ICT Equipment

Kes.

21 0,385,835

210,38s,83s

24,424,769

234,810,604

175,180,1 74.93

175,180,'175

15,248,821

190,428,996

44,3E1,608

35,205,660

Office
Furniture

Kes.

1 59,670,338

1 59,670,338

166,923,246

97,104,329.76

97,104,330

25,099,628

122,203,958

44,719,288

52,566,008

Office &
Household

Equipment

Kes.

71,825,321

71,825,321

2,376,681

74,202,002

48,067,659.99

48,067,660

9,483,101

57,550,761

16,651,241

23,757,661

7,252,908

Tools & Minor
Equipment

Kes.

108,472,416

108,472,416

3,1 57,1 00

101,576,044.07

't01 ,576,044

2,479,253

1 04,055,297

7,514,219

6,896,372

6,629,51

Roads,

Boreholes &

Civil Works

Kes.

96,438,679

96,438,679

7,089,1 75

103,527,854

32,930,178.72

32,930,1 79

1 2,594,898

45,525,077

fi,002,777

53,508,500

Aircraft &
hoppen

Kes.

569,028,21 9

569,028,219

569,028,2'19

113,564,267.61

1 13,s64,268

37,840,377

15'l ,404,645

411,623,s71

45s,463,952

Totals

3,663,483,928

3,663,483,928

1 46,816,500

(6,333,372 )

3,803,967,05s

1 ,600,957,464.20

1,594,940,760

294,550,097

1,889,490,857

1,914,476,198

2,062,526,465

Kes.

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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26. lntangib

/Cost I

At beginning ot tle year

Additions I

At end of the y{ar
Additions-i nternht devetopment

At end of the Vtar

I

Amortization airA impairment
At beginning of lthe year

Amortization /

At end of the 
{ear

lmpairment L$s
At end of the 

fear
I

Net Book Valup(NBV)

27. Trade

Description

Emptoyee Liabitity Account
i

lnventory AP Accrual Account

Expense AP ruaI Account

Supptiers lity Account

Tricon

June 30 2017
NANCIAL STATEMENTS (Continued)
Assets

30-Jun-l 7

Kes.

83,680,1 70

10,730,014

94,41O,184

94,41O,184

76,416,761

1,993,013

78,399,774

30-Jun-16
Kes.

82,888,410

791,760

83,680,1 70

83,680,1 70

71,342,589

5,074,172

76,416,761

Pinnie Age Limited - Retention

Batesa Contractor-Retention

Thunder

Three N

Otegise

Mareka

Kenya Ltd-Retention
rbing

30-Jun- 16

Kes.

65,400

6,861,466

35,81 8,508

1 06,391 ,683

1,516,987

1,024,020

655,533
,|

1

1,170,671

545,454

2,666,953

I

{nd other payables from exchange transactions
I

78,399,774 76,416,761

16,010,410 7,263,4O9

30-Jun-1 7

Kes.

873,800

8,549,852

37,982,373

42,934,781

1,516,987

1,024,020

2,225,460

'1,170,67

5,056

(0)

1,043,067

935,245

370,968

122,831

I

98,755,113 i 156,716,577

[- Retention

Limited-Retention Acct

Limited-Retention Acc

Attas & Buitders (K) Limited

Mustard G

Centric Ltd

lntermass notogies

Jemity Ltd
Total tr

_*

and other payables from exchange

Page 29 of 43
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28. Refundable deposits from customer

Description

Tender Refundabte Deposits

Performance Bonds

Total refundable deposits from customers

29. Provisions

Description

Balance at the beginning of the year
Additionat Provisions
Provision utitised
Total provisions

30. Employee Benefits Obligations

Description

Net Satary Account

NSSF

NHIF

HELB

SAYE

Sacco Deductions Account

Commercial Banks Deductions

lnsurance Deductions

Hire Purchase Deductions

Famity Maintainance

Training Levy

House Rent Utitity Charges

Staff Pension Contributions

Staff Gratuity
Total employee benefits obligations

31. Payments Received in Advance

Description

lmprest Ctearing Account

Total advance receipts

Provision for
Audit Fee

Kes
9,000,000

(4,480,000)
4,520,000

Provision for
Doubtful

Debts
Kes

120,414,730

(33,035,637)
87,379,O93

30-Jun-1 7

Kes.

346,928

12,862,646

13,209,574

30-Jun-1 7

Kes.

2,709,233

2,709,233

30-Jun-1 6

Kes.

62,500

11,812,646

11,875,146

Total

129,414,730

(37,515,637)
91,899,093

30-Jun-16
Kes.

Kes

30-Jun- 17

Kes.

20,047

400

40,490

27,769

9,140

117,121

1,004,232

717,711

368,457

51,960

10,516

4,605,432

7,659,530

7,748,918

22,381,722

36,040

27,732

9,140

450,31 5

246,004

201,364

352,880

39,960

10,5'16

1,994,184

7,440,495

7,749,919

18,557,548

30-Jun-1 6

Kes.

6,071,536

6,O71,536

_{D-
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Wi

Pay

30-Jun-1 7

Kes.

19,050

15,898

664,104

15,079

714,131

30-Jun- 16

Kes.

147,527

680,993

35,278

15,079

878,877

-PAYE

- WCPS
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33. Financial Risk Management

The Service's activities expose it to a variety of financial risks inctuding credit and tiquidity risks
and effects of changes in foreign currency. The company's overatl risk management programme
focuses on unpredictabitity of changes in the business environment and seeks to minimise the
potentiat adverse effect of such risks on its performance by setting acceptabte tevets of risk. The
company does not hedge any risks and has in place poticies to ensure that credit is onty extended
to customers with an established credit history.

The company's financial risk management objectives and poticies are detaited betow:

(i) Credit risk

The Service has exposure to credit risk, which is the risk that a counterparty wit[ be unabte to pay
amounts in fut[ when due. Credit risk arises from cash and cash equivatents, and deposits with
banks, as wetl as trade and other receivabtes and avaitabte-for-sate financial investments.

Management assesses the credit quatity of each customer, taking into account its financiat
position, past experience and other factors. lndividuaI risk [imits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in the
statement of financial position are net of atlowances for doubtful receivabtes, estimated by the
company's management based on prior experience and their assessment of the current economic
environment.

The carrying amount of financiat assets recorded in the financial statements representing the
Service's maximum exposure to credit risk without taking account of the value of any cotlateral
obtained is made up as fottows:

At 30 June 2017
Receivabtes from exchange
transactions
Receivabtes from non-
exchange transactions
Bank batances

Total

At 30 June 2016
Receivabtes from exchange
transactions
Receivabtes from non-
exchange transactions

Bank batances

Total

Total amount

Kes

772,550,415

140,673,505

2,414,003,647

3,327,227,567

496,370,179

116,584,025

1,963,979,1?7

2,576,833,331

Fully
performing

Kes

612,982,573

140,673,505

2,414,003,647

3,167,659,725

259,209,359

116,584,025

1 ,963,879,1?7

2,339,671,510

Past due

Kes

159,567,842

159,567,842

237,161,821

237,161,821

!mpaired

Kes

0

0

_{8"
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@\NetAl sTATEMENTS (continued)
Financial Risk Mfnagement (Continued)

(i) Credit risk (Continued)

The customers under the futty performing category are paying their debts as they continue trading.
The credit risk associated with these receivabtes is minimat and the attowance for uncottectibte
amounts that the company has recognised in the financiat statements is considered adequate to
cover any potentiatty irrecoverabte amounts.

The Service h4s significant concentration of credit risk on amounts due from government
institutions.

The board of directors sets the service's credit poticies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

(ii) Liquidity risk management

Uttimate responsibitity for tiquidity risk management rests with the Service's directors, who have
built an approoriate tiquidity risk management framework for the management of the Service's
short, medium and tong-term funding and tiquidity management requirements. The Service
manages tiquidity risk through continuous monitoring of forecasts and actual cash ftows.

The tabte below represents cash ftows payabte by the Service under non-derivative financial
Liabil,ities by their remaining contractual maturities at the reporting date. The amounts disctosed
in the table are the contractuat undiscounted cash ftows. Batances due within 12 months equal
their carrying batances, as the impact of discounting is not significant.

At 30 June 2017
Financial assets

Trade receiVabtes
Other receiVabtes and

1

prepaymentF
Amount dud from retated
partres 

l

Bank batan(es and cash
deposits ;

Total financial assets

FinanciaI tiabitities

Total financial liabilities

Net liquidity gap

Up to
I month

KShs

485,941,734

140,673,505

2,414,669,771

3,041,285,010

(137 ,769,7731

1137 ,769,773t

57,733,990 69,306,848

57,733,99O I 69,306,848

69,306,848

Over
1 year
KShs

159,567,842

159,567,842

159,567,842

Total
KShs

772,550,415

140,673,505

2,414,669,771

3,327,893,691

1137,769,773)

(137,769,773\

1-3
Months

KShs

3-12
months

i(Shs

57,733,990

-TD.x E ta Yl

2,9O3,515,237
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Financial Risk Management (Continued)

At 30 June 2016
Financial assets

Trade receivabtes
Other receivables
and prepayments
Amount due from
retated parties
Bank batances and
cash deposits
Total financial
assets

Financiat tiabitities
Totalfinancial
liabilities

Up to
1 month

KShs

259,208,358

116,584,025

1,9U,533,726

2,340,326,1O9

(194,099,683)

(194,099,683)

Over
1 year
KShs

237,161,82'.1

237,161,821

Total
KShs

496,370,179

116,584,025

1,964,533,726

2,577,487,93O

(1 94,099,693)

( 194,099,693)

1-3
Months

KShs

3-12
months

KShs

Net liquidity gap 2,146,226,426 237,161,821 2,393,399,247

(iii) Market risk
The board has put in ptace an internal audit function to assist it in assessing the risk faced by the
Service on an ongoing basis, evatuate and test the design and effectiveness of its internal
accounting and operationat controts.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
and foreign exchange rates which witl affect the Service's income or the vatue of its hotding of
financia[ instruments. The objective of market risk management is to manage and control market
risk exposures within acceptabte parameters, white optimising the return. Overalt responsibitity
for managing market risk rests with the Audit and Risk Management Committee.

The Service Finance Department is responsibte for the devetopment of detaited risk management
poticies (subject to review and approvat by Audit and Risk Management Committee) and for the
day to day implementation of those policies.

There has been no change to the Service's exposure to market risks or the manner in which it
manages and measures the risk.

a) Foreign currency risk
The Service has transactional currency exposures. Such exposure arises through purchases
of goods and services that are done in currencies other than the [ocaI currency. lnvoices
denominated in foreign currencies are paid after 30 days from the date of the invoice and
conversion at the time of payment is done using the prevaiting exchange rate.

The carrying amount of the Service's foreign currency denominated monetary assets and
monetary tiabitities at the end of the reporting period are as fottows:

_{D-
XEXYA
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NOTES TO THE INANCIAL STATEMENTS (Continued)
Financial Risk nagement (Continued)

manages foreign exchange risk from future commercial transactions and
recognise5 assets and tiabitities by projecting for expected sates proceeds and matching the
same witilr expected payments.

Other
currencies

Kes

Ksh

Kes

Total

Kes

At 30 June 2017
Financial, arr"ir (investments, cash,
debtors) /

otrfer payabtes

Revenue Reserves
Capital reserve
Total funds

3,296,323,344 3t,570,347 3,327,891,691

Liabilities
Trade and 98,755,113 98,755,113

l

l

Net foreign currency asset/(liability) 3,197,568,231 31,57O,347 3,229,138,578

At 30 lune loto
Financiat assets (investments, cash,
debtors) 2,577,487,930. 2,577,487,91O

Liabilities
Trade and other payabtes 156,7L6,577 156,7L6,577

Borrowings/
I

Net foreignr currency asset/(liability)'l 2,420,771,353

b) lnterest rate risk
lnterest rate risk is the risk that the Service's financiat condition may be adversety affected
as a resutt of changes in interest rate levets. The company's interest rate risk arises from
bank deposits. This exposes the company to cash ftow interest rate risk. The interest rate
risk exposure arises mainty from interest rate movements on the company's deposits.

lionogement of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions
that offer favourabte interest rates.

c) Capital Risk Management
The objective of the Service's capitat risk management is to safeguard the Board's abitity
to cor
funds

ntinue as a going concern. The Service capital structure comprises of the fottowing

1,3532,420,77

2016-2:017
Kes

1,122,353,777
62,018,710,379

63,141,064,156

2015-2016
Kes

574,952,248
62,989,316,581

63,564,268,829

-TD.r 5.L'.1 Page 35 of 43
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

34. Related Party Balances

a) Nature of related party relationships

Entities and other parties retated to the Service inctude those parties who have abitity to exercise
controI or exercise significant inftuence over its operating and financiaI decisions. Re[ated parties
inctude management personnet, their associates and ctose famity members.

The Service is retated to;

i) The National Government;
ii) The Ministry of Environment & Naturat Resources;
iii) Key management;
iv) Board of directors;

b) Related party transactions
Transfers from retated parties'
Transfers to retated parties

Kes.
2,313,913,954

2,313,913,954

6,069,775
68,953,309

75,023,093

469,327,157

Kes.
1,547,754,020

1,547,754,O20

5,506,964

5,506,964

c) Key management remuneration
Directors'
Key management compensation

d) Due from related parties
Due from Parent Ministry

e) Due to related parties
Due to the parent Ministry

35. Contingent assets and contingent liabilities

CONT!NGENT LIABILITIES

Ongoing Contracted Professiona[ Services
Total

2016-2017
Kes

20,893,960
20,893,960

2015-2016
Kes

A provision for payment of ongoing contracted professional works in Assets tagging and
financial system upgrade has been made due to the budget considerations.

_4S^
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36. Capital

CAPIT

37.

itments

COMMITMENTS

the reporting period

2016-2017
Kes

15,500,000

2015-2016
Kes

Authori and contracted for System

Total 15,500,000

A provision or paymen t of ongoing contracted professional works in financial system upgrade
has been due to the budget considerations.

Events

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

38. U and Holding Service

The is a State Corporation under the Ministry of Environment & Natural Resources. lts
uttimate t is the Government of Kenya.

39.

The statements are presented in Kenya Shittings (Kes).
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XVII. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS
The fottowing is the summary of issues raised by the external auditor, and management comments that were provided to the auditor. We
have nominated focat persons to resolve the various issues as shown betov/ with the associated time frame within which we expect the
issues to be resolved.

Emilio
Conservator of Forests

Mr. Peter Kinyua
Chairman of the Board

Date.

Reference
No. on the
external

audit
Report

lssue /
Observations
from Auditor

Management comments

Focal Point person to
resolve the issue

(Name ond
designation)

Status:
(Resolved

I Not
Resolved)

Timeframe:
(Put o date
when you
expect the
issue to be
resolved)

1

Property Ptant
and Equipment-
Exctusion of
188 unvalued
parcets of [and
without titte
deeds

As previousty stated, the service asked for
assistance from the Ministry of lands for Valuation
of the Gazetted land and got a response advising
against the vatuation as the [and is not avaitabte
for sate in the open market. A copy of the
correspondence from the ministry is attached.
The service is atso in pursuit of the titte deeds
with the Ministry of Lands and the process is in
different stages for different parcets of [and.

Mr. Esau Omoto
Senior Deputy Chief

Conservator of Forest-
Fietd Operations

Not
Resotved

Continuous

2
Receivabtes
from Exchange
Transaction

Long outstanding debts by government agencies
and Media houses. The service has continued to
monitor the debt batances and improved on the
debt recovery strategies by creating a debts
section within finance department. This has had a
positive effect on the recovery of debts and as
wett, the service continues to make provision for
doubtful debt based on their aqes.

Mrs. Anastasia Muasya
- Manager, Finance

and Accounting
&

Mr. Esau Omoto
Senior Deputy Chief

Conservator of Forest-
Fietd Operations

Not
resotved

Continuous

, t, ?' t'
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XVll!. Append x 1: PROJECTS IMPLEMENTED BY THE SERVICE

Projects

Projects im nted by the State Corporation/ SAGA Funded by development partners

Status or rr{,jects completion

(Summarise lhe
incurred, st{Se

-*+'^

status of project completion at the end of each quarter, i.e. totol costs
which the project is etc)

Project title Project
Number

Donor Period/
duration

Donor
commitment

Separate
donor
reporting
required
as per the
donor
agreement
(Yes/No)

Consolidated
in these
financial
statements
(Yes/No)

1. WaTER
Proqramme

FED/2016/375-
958

European
Union (EU)

2016 -

2020
EUR

4,000,000
Yes Yes

3. Capacityi
Devetopmeht
for
Sustainabtd
Forest
Manaqenent

5553 JICA 2016 -

2021
KES.

2,700,ooo,ooo
Yes Yes

3. KFS - ZqrA
(Zuia Ukinlwi
lmarisha i

Afisa) 
I

Proiect I

cK-02-9-170-
03806-s-00

Centres for
Disease
Controt (CDC)

2014 -

2019
KES.
g,ooo,ooo

Yes Yes

Project Total project
Cost (Kes)

Total
expended
to date Kes

Completion
% to date

Budget
Kes

Actual
Kes

Sources
of
funds

79,671,479 EU1 WaTER
Programrme

400,000,000 79,671 ,479 70% 1 00,000,000

2 Capacity
Devetopment
for Sustainabte
Forest
Manaqenent

2,700,000,000 ?0,836,234 1% 500,000,000 20,836,234 JICA

3 KFs - ZUIA
(Zuia Ukimwi
lmarisha Afisa)
Proiect

9,000,000 3,846,901 43% cDc
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XlX. Appendix 2: INTER-SERVICE TRANSFERS

SERVICE NAME: KENYA FOREST SERVICE
Break down of Transfers from the State Department of Environment & Natural
Resources

FY 16t17

a. Recurrent Grants

b. Development Grants

C. Donor Receipts
European Union (EU)
Centre for Disease
Control (CDC)

6-Jut-16
7-Oct-16
18-Nov-16
18-Apr-17
4-Jul-17
Total

30-Sep-2016
6-Jut-2016
6-Jut-2016
18-Nov-2016
12-Apr-2017
Total

10-Jul-2017

Total

Kes
48,225,840

384,327,157
584,327,157
469,327,157
469,327 ,157

1,955,534,468

Kes
1 70,500,000

14,226,000
65,000,000

170,500,000
95,700,000

505,926,000

174,480,889
?,523,591

177,004,470

FY to which the
amounts relate

2015/2016
2016t2017
2016/2017
2016/2017
2016/2017

2016/2017
2016/2017
2016/2017
2016/2017
2016/2017

2016t2017
2016t2017
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The above
Environment &

KE
Fo rest
Ref: No.

I

Financial Statements
June 30, 2017
have been communicated to and reconcited with the Ministry of
ral Resources as betow:

Kenya Foreet Service Hqe
Karura, Off Kiambu Rd

P. O. Box 30513 - ool0o
Nairobi, Kenya.YA

ervi ce
September 2Ol7

Principal 5ecretary
Department for Environment
Building-Upper hill

ROBI

Principal Accountant

CONFIRMATTON OF PUBLIC CONTR,IBUTTON FROM STATE DEPARTMENT OF
NATURAL RESOURCES TO
2016/2017

Forest Service received Ksh n8
2016/2017 financial year from the State Department of Environment Natural

as indrcated below:-

EI.IT FUIIIDS
Date Recei Amount Year

t6 2015-2016
ul-16 65 6

TOTAL

FUNDS

ir therefore to requeit for your concurrence by signing belcw so as to include the above
in our financial statement as p€r the requirement of the Office of the Auditor General

Head Accountirlg Unit
State Department for Environment

Tiees for better lives
020-37549041516, (Z54lO2O-2O14663, (254)O2O-2O2O285, Fax: (254)O2O- 238537.t
Emall: lnfo@kenyaforestservicc.org, Websltc: www.kenyaforestservlce.org

.oo

Date Amount

AL
2015-2016

Year

_a-
i:.i.i:

Tel:
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KENYA
Forest Service

AIESn/K;FS/308
Ref: No

t

-'iqt 25 SEP201?

Kenya Forest Scrvice Hqs
Karura, Off Kiambu Rd

P. O. Box 30513 - ool0o
Nairobi, Kenya.

22,,a September 2Ol7
Datc: .............

RE:

The Principal Secretary
State Department for Natural Resources
NSSF Building-Upper hill
NAIROBT

ATT: Principai Accountant

CONFIRMATION OF PUBLTC CONTRIBUTION FROM STATE DEPARTMENT OF
NATURAL RESOURCES TO KENYA FOREST SERVICE FOR FINANCIAL YEAR
2016no17

L'.^.'rE RECEIPTAMOUNT
i5 170. 00 2C15-2017

l8-Nov-16 170 ,00c.00 2016-2C17

7

RECURRENT FUNDS
RECEIPT DATE
07-O,:t-16 2016-2017
l8-l.,,lov-16 2016-201

17 169.327 156.50 2016-2017
04)ul-17 .00 2016-2017

7.50

Kenye forest lervice received Kshs.1.955.534,467.OO for Recurrent expenditure during the2olenll7 firiancial year from the State Department of Natural Resources ar indicated
telOw:

E EV'Er-arP[,!E r'!T :!,' N n5

This is therefore ro requett for your concurrence by signing beio,.v ro ar to inclucle tl1g above
figure in our financial ,tatement as per the reqr.rirement oithe Offi.e of the Auditor C.rener;!
.Foci'

\1-zXf 6"r^,'l{.il.Vuasy" Heiiof Acco,lntlr,g Unlt
Manager'Flnance &, Accounting stat€ment Depart. 6f Natural pesources

Tiees for better lives

RECEIPT

7 157.00
327.157.OO

Tel : (254) O2o-37 549O4tS t 6, ll54l OZO-ZO1 1663, (254)020- 2O2OZE5, Fax: (254)020- 23E5374
www. kenyaforestseMce. org

JS,

Emai l: lnfo0kenyaforcrtservice.org, Webslte:
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XX. Appendix 3: RECORDING OF TRANSFERS FROM OTHER GOVERNMENT ENTITIES

NAME OF THE DATE WHERE RECORDED/RECOGNIZED

TRANSFERR!NG
THE FUNDS

Ministry of
Environment &
NaturaI Resource

Total

Centre for
Disease ControI
(cDc)

Total

as per bank
statement

6-Jut-20'16

7-Oct-2016
18-Nov-2016
18-Apr-7017
4-Jul-17
30-Sep-201 6
6-Jut-2016
6-Jut-2016
1 8-Nov-201 6
12-Apr-2017

Nature:
RecurrenU

Development
/Others

Recurrent

Recurrent
Recurrent
Recurrent
Recurrent
Development
Devetopment
Devetopment
Devetopment
Devetopment

TotalAmount -
Kes

48,?25,840

384,327,157
584,327,157
469,327,157
469,327,157
1 70,500,000

14,226,000
65,000,000

1 80,500,000
85,700,000

2,471,460,468

580,1 68

637,935

1,310,478

2,648,464,938

Statement of
Financial

Performance
Kes

Capital Fund
Kes red

lnco
me
Kes

Kes must be
specific

Kes

during the
Year
Kes

2,471,460,468

2,471,460,468

174,480,889

580,1 68

632,935

1,310,479

2,648,464,938

European Union i 10-Jut-2017 | Donor Fund 
I 174,480,889 | 174,480,889 

|

2,313,913,954 157,546,514

2,313,913,954 157,546,514

580,1 68

63?.,935

'1,310,479

2,490,918,424 157,546,514

Z6-Oct-2016

13-Jan-2017

Donor Fund

Donor Fund

Donor Fund

_{D-
I :.'!. '. I Page 43 of 43



\-

\
t


