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KEY COMPANY INFORMATION

Sunset Hotel Limited ("SHL", "The Company") was incorporated under the Kenya Companies Act
(Cap a86) in 1976. The shareholders of SHL are Tourism Finance Corporation (TFC, formerly
Kenya Tourist Development Corporation (KTDC) and Kisumu Counry (formerly Kisumu Municipal
Council). TFC is the majority shareholder in SHL with a direct controlling stake of 95.4% shares

with Kisumu Counfy shareholdingof 4.6oh. From the management perspective, SHL is classified as

a Commercial State Corporation by virtue of being a subsidiary of TFC. The shareholders through
the Dir.ectors are responsible forthe general policy and strategic direction of the Hotel.

Principal Activities
The principal activity of the Company is operation of the hotel facility mainly focusing on

provision of accommodation and conference facilities.

Directors

1 Mr. Franklin Ndii Director Appointed on I 4/06/2019

2 Mr. Joe Okudo Director PS Ministry of Tounsm

3 Prof. Peter Anyang Nyong'o Director H.E the Governor -Kisumu Counry

4 Ms. Judith Kerich Director Appointed on I 41 06/2019

5 Mr. Yunis Ibrahim Director Appointed on I 410612019

6 Mr. Jonah T. Orumor Director Managing Director TFC

Corporate secretary
Mr. John Karia
Tourism Finance Corporation

th
Utalii Housb, l1 Floor

P O Box 42013-00100
Nairobi
Email : info@tourismfi nance. go.ke

Registered Office
SunsetHotel Limited Aput
Lane, Impala walk P. O.

Box 215 -40100
Kisumu Kenya
Tel. (254)0 57 -2023 482,2021 490

Email : info@sunsethotel.co.ke
Website :www. sunsethotel.co. ke
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Corporate Headquarters
Tourism Finance Corporation

rh

Utalii House, ll Floor

Uhuru Highway
P O Box 42013-00100

Nairobi r.

Corporate Contacts
Telephone: +254 20 3224000

E-Mail : info@tourismfi nance.go.ke

W ebs i te : www. touri smfi nance. go. ke

Corporate Bankers
l. National Bank of Kenya Limited

Oginga Odinga Street
P.O Box 1152-40100
Kisumu

2. Kenya Commercial Bank
Oginga Odinga Street
P.O Box l7-40100
Kisumu

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

Principal Legal Advisers

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

lll



SUNSET HOTEL LIMITED
nnual Reports and Financial Statements
or the financial year endine 30 June 2020

a

THE BOARD OF DIRECTORS

DIRECTOR KEY PROFESSIONAL/
ACADEMIC
QUALIFICATIONS

WORK EXPEzuENCE

Prof. Peter Anyang
Nyong'o

PhD Political Science,
University of Chicago, USA.

M.A Political Economy,
University of Chicago, USA

Degree in Political Science,
University of Chicago, USA

BA, Political Science &
Philosophy; 1't Class Honors,
Makerere University, Uganda.

Prof . Peter Anyang Nyongo is the current
Govemor of Kisumu County. He has vast
experience spanning over 30 years in the
political field. He was previously the
Senator of Kisumu County. He was the
Minister of Medical Services from the
year 2008 to 2013 and Member of
Parliament for Kisumu Rural from 2003
to 2013.
He was nominated to parliament from
1998-2002 after having been elected to
parliament from I 993-1997 representing
Kisumu Rural. He was also the very able
minister of Planning and National
Development from 2003 to 2005.
Between the year 1977 and 1981, before
joining the political arena, Prof. worked
as the Head of Programs of African
Academy of Sciences, Associate
Profbssor of University of Addis Ababa,
Ethiopia, Visiting Research Officer of EI
Colegio De Mexico and as a Lecturer and
Senior Lecturer at University of Nairobi.

Orumoi. T. Jonah
I ' 

. i;aiqrtiiExti ir; q)t : .

Mr. Orumoi holds a Master of
Science in Finance and
Investment (Merit) from

Queen Mary Universiry of
London, UK and is FACCA
qualified. He is a graduate of
BA (Hons) in Accounting &
Finance of the East London
University, UK.

Mr. Orumoi is the Managing Director of
Tourism Finance Corporation and was
previously the Head of Finance & ICT at
the Kenya Tourism Board. He has
previously worked as Finance & Leasing
Contracts Manager/ acting Head of
Procurement at G4S and as a Senior
Principal Finance Officer, Thurrock
Council, UK.

lv
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Joe Okudo
Principal Secretary;
Ministry Of Tourism

Mr. Okudo holds a Bachelor of
Arts degree from the
University of Nairobi and
Masters in Business
Administration (MBA) from
Copenhagen Business
School/l noorero University.

Mr Okudo is the Principal Secretary at the
Ministry Tourism formerly Principal
Secretary of sports responsible for an and
culture. Since 2013, he worked as the
Business Partnership Programme
Manager at Dinida, as Team leader of the
Business Sector Support Programme and
he was Co-chair of the private Sector
Donor Coordinating Group in Kenya. He
also sat in the Programme Investment
Committee (PIC) the highest decision
making organ within the Trade Mark East
Africa group.
Prior to joining the department of culture
and Art, he was the Team Leader of
Green Growth-Private Sector where he
was in charge of representing the Danish
Embassy in Business Advocacy Fund
Board, Kenya Climate Innorration Centre,
The Trade Mark East Africa's and the
World Green GroMh Forum. Prior to that
he worked as the program
Manager/Private sector Advisory at the
Business Sector Prograrime and
Business-Business Programme at the
Royal Danish Embassy.

Franklin Ndii

Mr. Ndii holds a Master of
Business from the University
of Free State, is a Certified
Public Accountant and a
member of the Institute of
Certified Public Accountants
of Kenya.

Mr. Ndii is a career accountant having
worked in various organizations; the most
recent being Kenya utalii college where
he was the Financial Controller from 1984
to 2004. He is currently the Managing
Director of African Dew Tours and Travel
Ltd.

He was re-appointed to the Board on l4th
of June 2019 after having served on the
same board up to 31't January 2018.He
brings on board a wealth of experience in
Finaneial Management gained from the
Public Sector where he has over 4l y.eurs'
experience in Financial Management &
Admihistration.
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Judith Kerich

lMs. Judith holds MaSter of
Business Administration
(MBA / Strategic

Management) & Master in
Public Policy Management

from Strathmore Business

School.

She also holds a Bachelor of
Commerce Degree (Human

Resources Option) from
Catholic University of Eastem

Africa (CUEA), HND Human
Resources Management from
Institute of Human Resource

Management, Certificate in
Project Management from
Georgetown University
Washington DC, Certificate in

Public Policy from New York
University USA,
Diploma in Airporl Operations

from Airporrs Council
International and Globa.l

Strategy from'IESE Business

School Spain.

She is the Deputy Project Coordinator for
World Bank Financed projects in the

Transport Sector in Kenya with value

added board-level experience and

strategic decision-making expefiise,

notably at the National Transport &
Safety Authority and Kenya Airports
Authority.
She has vast wealth of experience having
previously worked as the Director
Corporate Support Services - National
Transport & Safety Authority, Kenya .She

also worked as the Manager Human

Resource Services (Senior HR

Management) at Kenya Airports
Authority prior to which she had worked
as Human Resources Officer at Jomo

Kenyatta International Airport (KAA) as

well as Assistant Corporate Management

Representative.

Earlier on she had worked as the
Executive Assistant to ACI President
(Africa Region) - Airports Council
Intemational (Africa Region) and
Executive / Personal Assistant to General
Manager / Finance Director - Siginon
Freight
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Yunis Ibrahim

Mr. Yunis holds a Bachelor of
Laws Degree (LL.B) (Hons.)
from the University of Nairobi
and a Postgraduate Diploma in
Law from the Kenya School of
Law. He also holds a Master of
Scie nce Degree in Health
Systems Management from the
Kenya Methodist University, a
Bachelor of Medical Science
Laboratory Services Degree
from the Jomo Kenyafta
University of Agriculture &
Technology and is certified in
Monitoring and Evaluation,
Strategic lt4anagement, and
Applied Research.

Mr. Sheikh is an Advocare ol the High
Court of Kenya and a Partner at Yunis,
Oman & Mwiti Advocates.

He has more than ten (10) years of
professional experience mostly as a

Senior Managerl Director in prir.rate

and non-profit organizations in Kenya.
I{e has previously worked as the
Country Director of Rural I'{eart Kenya
where he oversaw financial and grant
management, managed human
resources, represented the agency in
their dealings with donors, government,
community and other stakeholders. Ile
also previously worked as the Secretary
for Wajir West Constitucncy
Development Fund (CDI]) Committee;
he managed multi-sector programs,
supervised the CDF commitlee members
and acted as alegal and technical advisor
tothecommittee.

Mr. Sheikh is also actively involved in
specific advocacy and lobbying of
decision makers and continues to
actively advocate and lobby at all leveli
for inclusion of marginalizedgroups into
the local policy and is passionate about
advocating for policy changes that can
improve the Iivelihoods ofKotran
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John Karia
Company Secretary

Mr. John holds a Master

degree in Law (LLM) frorn the

University of Exeter (UK), a

Postgraduate Diploma in Law

from the Kenya School of Law

and a Bachelor of Laws degree

(LLB) from University of
Nairobi.

He is tlie Head of Legal Services and

Corporation Secretary. John is an

Advocate o[ the High Court of Kenya and

a Certified Secretary. He is an active

Member of the Law' Society of Kenya, the

Institute of Certified Public Secretaries of
Kenya and an Associate Member of the

Chartered Institute of Arbitrators (Kenya

Branch).

John is a seasoned legal and governance

prolessional with wide and varied

experience gained in the financial

services industry and has previously

worked for Kenindia Assurance Co. Ltd

and the Laptrust/CPF Group where he

was the Legal Services Manager.

. .'":-.'i1,

. ^,-,,tir-i.

Joseph Oduor
General Manager

Holds a Master of Business
Administration (Accounting &
Finance).
Over l5 years' experience in

the Hospitality Management

He has a wealth of experience in the

Hospitality management spanning over 15

years.

Was very instrumental in turning around

Golf Hotel Ltd.

vlll
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MANAGEMENT TEAM .

neral Man er

Joseph Oduor
Up to 30th March 2020

Accountant

Risper Chichole

Holds a Master of
Business

Administration
(Accounting &
Finance).

Over I 5 years'
experience in the

Hospitaliry
Management

Holds a Bachelor
of Commerce
(B.com.) Finance,
cPA (K),
Diploma in
Accounting.

Over 13 years'
experience

lx
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CHAIRMAN'S STATEMENT

On behalf of my fellow
Board Members, the

Management and myself
I hereby present to you

Financial Statements of
Sunset Hotel Ltd for the

Financial Year

201912020.

For a number of years the performance of the

Hotel has been wanting; this can be attributed
to a number of factors inter alia the downturn
of the tourism sector in the country, the state

of the facility and the increase in the number
of high end facilities within Kisumu County
that provided stiff competition for the hotel
which has highlighted the need for a straregic
repositioning of the hotel. This was further
compounded by the Covid-19 pandemic in
the last quafter which hit the industry quite
hard. In the Year under review the hotel.
posted a loss of Kshs. 9.9 Million against rhe
expected Pqofit of Kshs. l.l Million; this
brings the accumulated losses to Kshs.
183.06 Million.

I am glad to repon that the restructuring
measures taken by the board at the start of the
financial year are starting to bear fruit, by
stemming the continued accumulation of
losses. Despite the evident sharp drop in
revenues, the loss has drastically come down
by over 70%. With continued concerted
efforts, the hotel should be able to breakeven
in the near future as we continue to explore
means and ways of putting it back on track

and forestalling the accumulation of further
losses and safeguarding the investment of the

shareholders.

The Board intends to implement strategic and

deep-seated changes in the hotel that are

intended to bring sweeping changes in the

operations of the hotel. The current Board
has shown a lot of goodwill and I believe this
will go a long way in assisting the hotel in
making the revolutionary change required to
salvage the hotel. I would like to record my
sincere gratitude to the Board for their
invaluable support, commitment and

dedication which has helped steer the hotel's
strategic thinking to new altitudes.

Finally, on behalf of the Bodrd of Directors,
Management & Staff I would like to express

my sincere gratitude to our customers for
their patronage over the Years and look
forward to their continued support in future.

x
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REPORT OF THE GENDRAL MANAGER

On behalf of management of
Sunset Hotel Limited, I am

pleased to present to you the

Annual Report and

Financial Statements of the

company for the year ended

30'h June 2020.

Kisumu County has in the resent past experienced

a serious upsurge of new hotels that have created

a serious scramble for clients coming to the

region. This has indeed brought about serious

competition that is certainly good for the industry

On the other hand, this entry of new hotels has

'disadvantaged' the old hotels and has created a

challenge that the old hotels must quickly address

and deal with in order to remain competitive and

relevant. Apparently, this is the fate that has

befallen Sunset Hotel Kisumu.

The hotel is however advantaged in the sense that

it has reasonably built a narne over the years and

is strategicatly located and that this must be used

ro the benefit of the hotel.

During the year 2020, the hotel achieved a net

turnover of Kshs 18 million (2019: Kshs 36

million) representing a decrease of 48.50 Yo and a

loss of,Kshs. 9.9 million (2019: Kshs 33.7 million)
I I .10oh increase. ' This was particularly

occasioned by the reduction of staff costs after

the redundancy exercise. After the redundancy

exercise in May 2019, the hotel suffered bad

publiciry with the exercise being construed to

mean the hotel had closed down. This saw the

hotel's revenue shrink further as customers

stayed away. The hotel endeavored to counter

the bad publicity and the efforts had starred to

bear fruits by early this year. However, with

the onset of the Covid-l9 pandemic from

March, the hotel's performance has been

further affected. The use of the hotel as a

quarantine Centre however helped it to remain

a float.

The management is hopeful that the

refurbishment agenda will be actualized

sooner than later in order to help reclaim the

hotel's glory. It is envisaged that more efforts

will be directed towards increasing

operational efficiency and implementing

strategies such as increasing accommodation

capacity, marketing, advertising and

promotions that are directed towards securing

more business.

Finally, on behalf of management and staff of
Sunset Hotel Ltd, may I express odr sincere

appreciation to the Board of directors for their

committed support during the year ended 30'h

June 2020. I equally wish to express my

gratitude to the shareholders; National

Government and the County Government of
Kisumu, customers and other valuable

stakeholders for their support and we indeed

Iook forward for continued engagement in

future.

Risper Chithole
Ag. General'Manager

xl
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance comprises the rules, practices and processes by which the company is

directed and controlled. It also provides the framework for attaining the company's objectives. The

Board of Directors has embraced Governance as the mode of engagement and interaction between

the Corporation's Board, Management, Stakeholders and Regulators lor the sustainable benefit of
the hotel. ..

Sunset Hotel Ltd is committed to realizing profits and growth while complying with all legal

Requirements and maintaining business ethics. The above are realized through:

a) Board of Directors
The Board provides leadership of the Company with the framework that upholds the core values

underpinning good Corporate Governance.

The board's duties and responsibilities include;

Setting the Strategic Direction of the hotel and putting in place appropriate policies, systems

and structures for their successful implementation;

Establishing and maintaining the hotel's overall systems of planning, accounting and internal

controls that facilitate prudent risk management;

Setting policy guidelines for management and ensuring competent management of the business

including selection, supervision, and remuneration of Senior Management

Ensuring the business of the hotel is condubted in compliance with relevant laws and

regulations

Monitorihg the hotel's performance and reporting this to the shareholders.

There exists a formal procedure to the appointment of directors. Key elements such a conflict of
interests and multiple directorships are considered during this exercise. Towards the end, the

company has consistently formulated successive 5 years strategic plan.

b) Board Composition
The Board believbs that to achieve good corporate governance, there is need for strong presence of
the non- execttive directors in the Board. During the year under review, the Board had six Directors

of all whom were non-executive Directors. The General Manager attended the Board meetings in his
capacity as General Manager.

a

xll
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CORPORATE GOVERNANCE STATEMENT

Corporate Governance comprises the rules, practices and processes by which the company is
directed and controlled. It also provides the framework for attaining the company's objectives. The

Board of Directors has embraced Governance as the mode of engagement and interaction between

the Corporation's Board, Management, Stakeholders and Regulators for the sustainable benefit of
the hotel. .?

Sunset Hotel Ltd is committed to realizing profits and groMh while complying with all legal

Requirements and maintaining business ethics. The above are realized through.

a) Board of Directors
The Board provides leadership of the Company with the framework that upholds the core values

underpinning good Corporate Governance.

The board's duties and responsibilities include;

Setting the Strategic Direction of the hotel and putting in place appropriate policies, systems

and structures for their successful implementation,

Establishing and maintaining the hotel's overall systems of planning, accounting and intemal
controls that facilitate prudent risk management,

Sening policy guidelines for management and ensuring competent management of the busin6ss

including selection, supervision, and remuneration of Senior Management

Ensuring the business of the hotel is condu'cted in compliance with relevant laws and

regulations

Monitorihg the hotel's performance and reporting this to the shareholders.

There exists a formal procedure to the appointment of directors. Key elements such a conflict of
interests and multiple directorships are considered during this exercise. Towards the end, the

company has consistently formulated successive 5 years strategic plan.

b) Board Composition
The Board believ'es that to achieve good corporate govemance, there is need for strong presence of
the non- execttive directors in the Board. During the year under review, the Board had six Directors
of all whom were non-executive Directors. The General Manager attended the Board meetings in his
capacity as General Manager.

a
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a
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d) CompanyPolicy on Directors Remuneration
Company Directors are entitled to sining allowances for each Board Meeting. Directors are entitled to
transport and meal allowance when attending Board Meetings outside their regular areas of residence.

These are payable at the following rates:-

Title Directors Sitting
Allowance Per
Sitting

Lunch
Allowance
Per Sitting

Air ticket
per director

Subsistence

Claim

Board Chairman 20,000 2,000 18,200

Directors 20,000 2,000

As per travel
18,200

e) General Terms of Service
Directors serve a 3 years term service from the date they are appointed into office. They are eligible for
re-appointment for one second term of 3 years.

0 Conflict of Interest
The Board Members are required to make disclosures of any transaction in which they have interest and
which would constitute a conflict of interest and abstain from voting when such matters are being
considered.

xlv
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Directors Rem uneration Paid Durino the Year ended June 2020

No. Name Deta ils
Paid
Allowances

Accrued
Allowances

Total Allowances

(Kshs.) (Kshs.) (Kshs.)
Frankline Ndii Director 20000 20.000

2 Achie Alai Alternate to the Covemor 40000 40,000 80.000
J Judith Kerich Director(Chairman) 60000 60.000
4 Yunis Ibrahim Director 40000 40.000
5 John Karia Company Secretary r00,000 r00.000

,6 Nerry Achar Altemate to the Covemor 20.000 20.000
7 Patricia Niambi Altemate to MD - TFC 20000 20.000
8 Jonah Orumoi MD TFC 80000 80.000
9 David Jakaiti PS Representative 60000 60.000

r0 Jonah Kinama PS Representative 40,000 40.000
ll George Okongo Alternate to the Governor 20000 20,000

Totals 480,000 60,000 540.000

Expenses(Meals,Refreshments &A i rr icker ) 55,265

C.Totals 595,265

Directors Rem nera tion Paid During the Year ended .Iune 2019

No Name Details
Paid
Allowances

Accrued
Allowances

Total
Allowances

(Kshs.) (Kshs.) (Kshs.)
I Said AIi Mwansi Chairman 40,000 40,000
2 Achie Alai Alternate to the Governor 60,000 60,000
3 Paul Kurgat Aiternate to Ndii 20,000 20.000
4 Jack Okeyo Altemate ro MD - TFC 20,000 20,000
5 Peter Kayila Alternate to the Covernor 20,000 20,000
6 John Karia Company Secretary 20,000 60,000 80,000
7 John Mukuna Alternate to MD - TFC 20.000 20,000
8 Jack Okeyo Alternate to Ndii 20,000 20,000
9 Nerry Achar Alternate to the Govemor 80,000 80,000

r0 Wamuyu Kariuki Ag.Companv Secretary 20,000 20.000
ll Jonah Orumoi MD TFC 40,000 40.000
t2 Elijah Kasati PS Representative 20,000 20.000
r3 Patrick Osero TFC Chairman 20.000 20.000
t4 Jonah Kinama PS Representative 20,000 20.000 40.000

l5 Frank Onyango Alternate to MD - TFC 20,000 20,000

r6 Otieno Kenneth Alternate to the Covernor 20,000 20,000
Totals 60,000 480,000 540,000

Expenses(Meals & Refreshments) 64.614
604,614

xv
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MANAGEMENT DTSCUSSION AND ANALYSIS

Operational and Financial Performance

The day to day running of the business of Sunset Hotel Ltd is delegated by the Board to the Hotel
General manager who implements Board decisions in a manner that adds value to the hotel.

a) Revenue/Profitability
Dufing the year under review, the hotel achieved a net turnover of Kshs l8 million against a budget
of Kshs 55.6 million. This represented an unfavorable variance of 67%. Net loss stood at Kshs. 9.9
million against the projected profit of Kshs.l.l million as shown below. This poor performance is
attributed to the deplorable state of the hotel that needs an urgent and decisive attention to fix
coupled with the effect of Covid-19 pandemic.

Pa rtic u la rs Budgeted Actuals Variance
o/" age

Variance Remark

2019-2020 2019-2020 2019-2020 2019-2020

Revenue Kshs Kshs Kshs Kshs

Sales 55,61 I ,506 18,546,294 -31,065.212 .-67% U

Other Income

Total Revenues 55,611,506 18,546,294 -37,065,212 -6704 U

Cost of sales 12,642,429 4,002,365 8,640,064 68% F

Gross Profit 42,969,077 14,543,929 -28,425,148 -66"/" U

EXPENSES

Administration Costs 30,46'1,340 I 6,71 0,3 78 t3,l56,962 450/o F

Selling and distribution Costs 7l 8,403 321,642 396,76t 55% F

Depreciation Costs 6,127,2J4 2,127,509 3,999,'765 6s% F

Total Operating expenses 37,313,017 19,159,529 18,153,488 490h F

Operating ProfiU(Loss) 5,656,060 -4,615,600 -10,271,660 -182"h U

Finance Costs 4,532,609 5,329,796 -791,111 -18% U

Profit/(Loss) before taxation 1,123,451 -9,945,386 -11,068,837 -9850h U

lncome tax expenses (credit)

Net Profit /( Loss) after
taxation 1,123,451 -9,945,386 -l1,068,837 -985o/o U

xvl
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Revenue center's performance:
The Hotel's current amenities include;50 standard rooms with 100 bed capacity, restaurant, lounge
bar, pool bar, swimming pool and conference facilities. The respective centers performed as below:

Revenue Centre Amount
Accommodation 3,476,991

Food - Residents 2,653,121

Food - Casuals 7,381,764

D6inks'' 2,908,466

Tobacco 19,559

Laundry 9,147

Swimming Pool 1,006,582

Other Income I ,150,664
Total 18,546,294

Drinks

1) Food Residents -Food sales from resident/in-house guests

2)Food Casuals-Food sales from seminars and walk-in clients

3)Other Income-This includes revenue from hall hire,

stationery, video/photo session, ground hire etc

REVENUE CENTRES

Other lncome
Pool 6% Accommodation

18%

Food - Residents
74%

1
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Room and bed occupancy for the period was as below

Pa rticu la rs Annual Annual Annual Budget

Actual Budgeted
Full

Capacity Achieved

Room Occupancy %o l2Yo 260h 100% 46Yo

Bed Qpcupancy o/o 8% 17% 1000A 470

Nlumber of Rooms Occupied 2,218 4,7 45 18,250 470A

Number of Beds Occupied(Guests) 2,878 6,1 48 36,500 470

Average Rate - Room I ,541 2,696 4 000 570h

Average Rate - Bed 1,187 2,081 2,000 570h

The Hotel's key strength is its strategic Iocation and ownership structure with the major challenges
being its poor state of facility, high cost of operations and increased competition. The visible decline
in sales due to stiff competition has hit the Hotel hard thus calling for tough decisions to be made
for the hotel to remain a float.

However, the management strongly believes that the Hotel has immense potential which if tapped
through carefully thought out turn around strategies will certainly reclaim the Hotel's fast fading
glory; this is already underway with discussions between the management, the
directors/shareholders regarding the same having commenced.

As one of the turnaround strategies, the hotel declared all staff redundant in May 2019 and paid off
their dues with funds borrowed from the shareholders. This certainly eased the burden of salaries on
the hotel and it was expected that going forward the hotel would be able to breakeven.
Unfoftunately, after the redundancy exercise, the hotel suffered bad publicity with the exercise
being construed to mean the hotel had closed down. This saw the hotel's revenue shrink further as

customers stayed away. The hotel endeavored to counter the bad publiciry and the efforts had
started to bear fruits by early in the year. However, with the onset of the Covid-19 pandemic from
March, the hotel's performance was further affected. The hotel was identified as a quarantine Centre
for, the Kisumu Counfy's Medical staff. While this helped the hotel to remain a float during the
period, on the fl.ipside, other customers shunned the hotel as a result and the effects may last for a
while.

b) Administration Costs

The overall vote was within the budget with a favorable variance of 45o/o with the relatively huge
positive variance being anributable to the low sales recorded durirrg the period.
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c) Finance Costs

This relates to Interest on loans disbursed to the hotel by TFC. The increment of the expense was

due to increment of loan interest rate from 9o/o to l lo/o by TFC. This revision though made the

previous year had apparently not been factored in the current year's budget hence the variance.

d) Depreciation
Most of the llotel's assets are fully depreciated and need to be revalued. It had been hoped that
some of them would be replaced in the current financial year. However, that is yet to be effected
thus the big variance.

e) Liquidity Position
As a result of the above adverse revenue variance and general dismal performance over time, the
Hotel has continued to delault on rneeting its obligations as and when they fall due. However, with
the restructuring measures having been put in place, the liquidity position of the hotel is bound to
improve albeit slowly.

0 Compliance with Statutory Requirements
Sunset Hotel is fully compliant with all the relevant statutory requirements. The required returns are

filed as and when due. However, the hotel has in the past faced serious financial constraints which
made the hotel to lag behind on making remittances to the relevant organs e.g KRA and NSSF.
These may expose the hotel to some conlingent liabilities in the future. A demand notice of Kshs.

31,344,951 was issued by KRA to the hotel on 26'h March 2020. The hotel is currently meeting all
its current tax obligations as it looks for means and ways of settling the accrued arrears slowly by
slowly.

g) Key-Projects and Investment Decisions [mplemented by the Entity
Due to the current financial crisis, the hotel has no ongoing projects or upcoming ones

h) Financial Probify and Serious Governance
There are no major financial improbity reported by internal audit, external audit or other national
goverrunent agencies providing oversight, neither are there serious governance issues among the
board or member of the board and top management including conflict of interest.

i) Five year performance
The hotel's performance has been on a downward trend due to its dilapidated state, having been
built 40 years ago and with no meaningful refurbishment having taken place. The hotel is in dire
need of a facelift in order to bring back its lost glory. As aforementioned, the hotel's potential
cannot be underestimated.

The hotel's comparative performance over the last five years is as ?ollows
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a

Year Revenue Profit

2020 18,546,294 (9,945,386)

20t9 36,011,363 (33,749,122)

201 8 34,089,81 5 (21,901 ,7 56)

.2017 42,242,826 (27,700,389)

2016 59.062,307 ( r 2,025,168)

2015 74,880,070 (916,7 59)

The above performance is graphically shown as below

Revenue( Profit/Loss)
100000000

80000000

59,062,307
60000000

42,242,826
40000000

18,546,294

I Year

I Revenue Kshs

I Profit Kshs20000000

0

-9,945,385

-20000000'

-27,901,756
-27,700,389 -33, ,122

20 2020

-916,759

r-58

-40000000
Year
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CORPOft.ATE SOCIAL RESPONSIBI LTY

Corporate Social 
- 
Re-sponsibility (CSR), Environmental Conservation and Sustainability means

corporate culture for Sunset Hotel, a culture which holds the Company's responsibility not only for
making profit, but also for the conditions under which profits u." -ud.. Finding a bajance between
financial successes, social responsibility and protecting the environment is a fundamental approach that
lies at the heart of Sunset Hotel corporate culture and is reflected in our corporate values. Sustainability
is a key pil]ar of our company strategy and has always played a fundamenial role within our business.
we continr.ie to strive to combine a fowerful business sense and a strong sense of social responsibility
towards our stakeholders which has over decades of existence been created, managed and sustained
through long-term relationships, marked by mutual respect and trust. Reflecting on our success over the
years' from a CSR, Environmental and Sustainability perspective, our material concerns have not
changed significantly, but our guiding principles and approach has continued to evolve in an ethical
manner through various partnerships so as to widen our footprint with an increased emphasis on quality,
value addition and visible measures of impact and success within the ecosystem and communities in
which we operate.

COMMUNITY ENGAGEMENT AND EDUCATIONAL SUSTAINABILITY
Our Sustainable approach towards sourcing and production helps us to create value for a wide group of
stakeholders from farmers to community groups to customers. Sunset Hotel continues to give priority to
the local communities and farmers living around our areas of operation where possible io as'to ensure
economic indepcndence. The Hotel occasionally hires local performers to entertain guests through
dance and music thus enhancing guest experience by exposing them to the diverse iurg. of local
cultures and ethnic groups whilst economically empowering t[e local people. The hotel is largely
engaged in supporting education specifically by offering internships to students and allowing the
students to tour the facility as a way of gaining practical experience esiecially for hospitality students.

Occasionally, the Hotel also supports some charitable causes and community initiatives. These take
many formsl financial, supply of foodstuffs or clothing, hosting of community events. Due to financial
constraints, the hotel did not make any cash donations during thi year.

Kisumu Counry Ciry Manager,s office
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REPORT OF DIRECTORS

The Directors submit their reporl together with the audited financial statement for the year
ended June 30, 2020 which shows the state of Sunset Hotel Ltd affairs

Principal activities
The principal activity of the company is provision of accommodation and conferencing
facilities.

Results 
r'

The results of the entity for the year ended June 30, 2020 are set out on pages l- 39

Dividend
Owing to the loss recorded in the year, the directors do not recommend payment of dividend

Reserves
The Directors propose to carry forward the balance of accumulated losses amounting to
Kshs. 183,062,746.

Directors
The members of the Board of Directors who served during the year to date of this report are set out on
page iv-viii in accordance with Regulation 2(b) of the Sunset Hotel Ltd Articles of Association.

Auditors
The Auditor General is responsible for the statutory audit of the Sunset Hotel Ltd in accordance with
Article 229 of the Constitution of' Ken_va and the Public Audit Act 20l5.The Auditor General continues
in office in accordance with Section35 of the Public Audit Act 2015.

Bvo the Board

John Karia
Company Secretary
Tourism Finance Corporation
P O Box 42013-00100
Nairobi
Date.. .......
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STATEMENT OF DIRSCTORS' RESPONSIBILITIES
Section 8l of the Public Finance Management Act, 2012 and section l4 of the State Corporations Act,
require the Board to prepare financial statements in respect of Sunset Hotel Limited, which give a true
and fair view of the state of affairs of the Hotel at the end of the financial year/period and the
operating results of the Hotel for that yearlperiod. The Companies Act 2015 requires the directors to
ensure that the Hotel keeps proper accounting records which disclose with reasonable accuracy the
financial p.osition of the Hotel. The Directors are also responsible for safeguarding the assets of the
Hotel-.

The Directors are responsible for the preparation and presentation of the Hotel's financial statements,
which give a true and fair view of the state of affairs of the Hotel for and as at the end of the financial
year ended on June 30, 2020. This responsibility includes: (i) maintaining adequate financial
management policies and ensuring that these continue to be effective throughout the reporting period;
(ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the entity; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they are
fr-ee from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
Hotel; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Board of Directors accept responsibiliry for the Hotel's financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with International Financial Reporring Standards (IFRS), and in the manner
required by the PFM Act and the State Corporations Act. The Directors confirm that the Hotel's
financial statements give a true and fair view of the state of Hotel's transactions dwing the financial
year ended June 30, 2020, and of the Hotel's financial position as at that date. The Directors further
confirm the completeness of the accounting records maintained for the Hotel, which have been relied
upon in the.preparation of the Hotel's financial statements as well as the adequacy of the systems of
internal financial control.

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

Approval of the financial statements

Sunset Hotel's financial statements were approved by the Board on 23[ ,f I 2o2o and
signed on its

Di Director
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E n h a n c i n g A c' c'ou n t a b i I i ty

HEADqUARTERS

Arrniversary Towers
Monrovia Street

P.O. Box loo84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON SUNSET HOTEL LIMITED FOR THE
YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Sunset Hotel Limited set out on
pages 1 to 39, which comprise of the statement of financial position as at
30 June, 2020, statement of profit and loss and other comprehensive income, statement
of changes in equity, statement of cash flows, statement of changes in equity and the
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Sunset Hotel Limited as at 30 June, 2020, and of its
financial performance and its cash flows for the year then ended, in accordance with the
lnternational Financial Reporting Standards and comply with the Companies Act, 2015
and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1.0 Undisclosed Material Uncertainty Related to Going Concern

The statement of profit and loss and other comprehensive income reflects a deficit
totalling to Kshs.9,945,386 and had accumulated negative retained earnings totalling to
Kshs.183,062,746. In addition, the current liabilities totalling to Kshs.126,728,130
exceeds its current assets totalling to Kshs.15,783,265 by an amount of
Kshs.110,944,865. These conditions indicate the existence of a material uncertainty,
which may cast significant doubt on the University's ability to continue as a going concern.

However, this material uncertainty in relation to sustainability of service and any mitigating
measures put in place by the Management to reverse the undesirable precarious financial
position have not been disclosed in the financial statements.

Report of the Auditor-General on Sunset Hotel Limitedfor the year ended 30 June, 2020



Under the circumstances, the financial statements have been prepared on the
assumption that the Hotel will continue to receive financial support from the Government
and its creditors.

2.0 Property, Plant and Equipment

2.1 Fully Depreciated Assets

As disclosed in Note 14 to the financial statements, the statement of financial position

reflects property, plant and equipment balance totalling to Kshs.87,268,989. However,
the Management had not depreciated assets whose original cost amounted to
Kshs.26,984,756, since they had nil book values. These assets were still in use but had

not been revalued to reflect current market value and no funds had been set aside to
replace the fully depreciated assets. Further, the assets cards were not properly

numbered and labeled in the Hote!'s name. Physical verification revealed that allthe fixed
assets were not coded or assigned distinct identification tags. The assets were also not
insured and therefore exposed to loss. This is contraryto Regulation 139 of the Public
Finance Management (National Government), 2015 that requires an accounting officer of
a national government entity to take full responsibility and ensure that proper control for
assets in their control.

2.2 Unsupported CapitalWork in Progress

The balance includes work in progress totalling to Kshs.26,911,576 on account of
renovation, extension and refurbishment of the Hotel in regard to a contract entered into

with a construction firm in July, 2004. The completion certificate for renovations done in
June, 2011 was not provided.

Consequently, the accuracy, completeness and validity of the property, plant and

equipment balance totalling to Kshs.87,268,989 reflected in the statement of financial
position as at 30 June, 2020 could not be confirmed.

3.0 lnaccuracy in Revaluation Reserve

As reported in previous years, the revaluation reserve balance of Kshs.79,262,476
reflected in the statement of financial position has remained constant since the assets
were last valued in 2004. This contravenes lnternational Accounting Standard No.16
which requires that the transfers be made to the revenue reserves on an annual basis as
the assets are depreciated. Although the standard requires that fixed assets be revalued
periodically, the last revaluation of the Hotel's assets was done sixteen (16) years ago.

Consequently, the accuracy, validity and completeness of the revaluation reserve balance
totalling to Kshs.79,262,476 reflected in the statement of financial position as at
30 June, 2020 could not be confirmed.

4.0 lnaccuracies in Bank and Cash Balances

As disclosed in Note 17(a) to the financial statements, the statement of financial position
reflects bank and cash balances totalling to Kshs.1,041,467. The balance includes a

Report of the Auditor-General on Sunset Hotel Limited for the year ended 30 June, 2020
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balance totalling to Kshs.901,399 held at a commercial bank. The bank reconciliation
statement for the account had unpresented cheques totalling to Kshs.510,536 as at
30 June, 2020 out of which cheques amounting to Kshs.73 ,524 were stale. However, the
cheques had not been reversed in the cashbook.

Consequently, the accuracy, completeness and validity of the reported bank and cash
balances totalling to Kshs.1,041,467 reflected in the statement of financial position as at
30 June, 2020 could not be confirmed.

5.0 Trade and Other Receivables

As disclosed in Note 16(a) to the financial statements, the statement of financial position
reflects trade and other receivables balance totalling to Kshs.14,655,074 which is net of
provisions for bad and doubtful receivables totalling to Kshs.3,090,163. lncluded in
receivables are debts amounting to Kshs.14,538,951 owed by Government institutions.
Although a provision for bad and doubtful debts of Kshs.3,090,163 has been made, its
sufficiency could not be confirmed.

Consequently, the accuracy, completeness and validity of trade and other receivables
balance totalling to Kshs.14,655,074 reflected in the statement of financial position as at
30 June, 2020 could not be confirmed.

6.0 Unsupported Loans from the Tourism Finance Corporation

The statement of financial position reflects the non-current portion of loans from Tourism
Finance Corporation totalling to Kshs.68,124,394. Further there is the current portion of
accrued loan principal totalling to Kshs.38,449,841 and accrued interest totalling to
Kshs.37,604,467. A confirmation of the balances due to Tourism Finance Corporation
was not provided. The Hotel has not been servicing the loans and hence the continued
accumulation of interest.

Consequently, the completeness, validity and accuracy of the loan balances due to
Tourism Finance Corporation totalling to Kshs.68,124,394 reflected in the statement of
financial position as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Sunset Hotel Limited Management in
accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements applicable
to performing audits of financial statements in Kenya. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Report of the Auditor-General on Sunset Hotel Limited for the year ended 30 June, 2020
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Other Matter

1.0 Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis totalling to Kshs.55,611,506 and Kshs.18,546,294
respectively, resulting to an underfunding amounting to Kshs.37,065,212 or 670/o of the
budget. Similarly, the statement reflects final expenditure budget and actual on
comparable basis totalling to Kshs.54,488,055 and Kshs.28,491,680 respectively,
resulting to an underperformance amounting to Kshs.25,996,375 or 48o/o of the budget.

The underfunding and underperformance affected the planned activities and may have
impacted negatively on the Hotels profitability.

2.0 Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury and Planning Circular reference No. AG.4l16l3 Vol.1(9) dated
24 June,2020.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources Section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lavtrfully and in an effective way.

Basis for Conclusion

1.0 Long Outstanding Payables

As disclosed in Note 22 to the financial statements, the statement of financial position
reflects trade and other payables totalling to Kshs.50,673,822. The balance includes Pay
As You Earn (PAYE), Value Added Tax and Withholding Tax of Kshs.17,334,633,
Kshs.12,709,065, Kshs.1,456,346 and outstanding audit fees of Kshs.4,736,000 which
has accrued for the last 16 years respectively. This is contrary to the income tax law and
Section 41 of the Public Audit Act 2015 which requires the entities to pay for the audit at
prescribed rates.

Consequently, the Management is in breach of the law

Report of the Auditor-General on Sunset Hotel Limited for the year ended 30 June, 2020
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2.0 Lack of Filing of Annual Returns

There was no evidence indicating when the Hotel filed its last annual returns to the
registrar of companies in contravention of Section 705 of the Companies Act, 2015 which
requires companies to submit annual returns on the anniversary date of the last return.

Consequently, the Management is in breach of the law.

3.0 Non-Establishment of an Audit Committee

The there was no evidence that the Hotel did not have an lnternal Audit Department and
an audit committee. This is contrary to Regulation 174 Public Finance Management
(National Government), 2015 which requires that every national government entity to
establish and audit committee.

Consequently, the Management is in breach of the law

4.0 Lack of lnsurance

The Hotel did not insure its assets during the year. This is contrary to Public Finance
Management National Government Regulation 139 of 2015 that requires an accounting
officer of a national government entity to take full responsibility and ensure that proper
controlfor assets in their control. Further, it did not have the mandatory work injury benefit
cover for its employees as required by section 7 of the Work lnjury Benefits Act 2007.

Consequently, the Management is in breach of the law.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the PublicAuditAct,20l5, based on the procedures
performed, except for the matter described in the Conclusion on Effectiveness of lnternal
Controls section of my report, I confirm that, nothing else has come to my attention to
cause me to believe that internal controls, risk management and overall governance were
not effective.

Basis for Conclusion

Weak lnternal Gontrol

The Hotel has operated with skeleton staff with only one (1) permanent employee and ten
(10) temporary staff since June, 2019 when staff were retrenched. The permanent

Report of the Auditor-Generol on Sunset Hotel Limitedfor the year ended 30 June, 2020
5



I

employee is the Accountant as well as the Acting General Manager. The inability to
segregate duties compromises effectiveness of internal controls of the hotel.

Consequently, I am unable to confirm that the internal controls were operating effectively
for the year ended 30 June,2020.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the companies Act, 2015,1 report based on my audit, that:

i. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit;

ii. ln my opinion, adequate accounting records have been kept by the Hotel, so far
as appears from the examination of those records; and,

iii. The Hotel's financial statements are in agreement with the accounting records and
returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards and for
maintaining effective 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 and for its assessment of the effectiveness of internal control, risk
management and overall governance.

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

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Report of the Auditor-General on Sunset Hotel Limiled for the year ended 30 June, 2020
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The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Hotel monitors compliance with relevant legislative
and regulatory requirements, ensuring that effective processes and systems are in place
to address key roles and responsibilities in relation to overall governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibi I ities for the Audit

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 ISSAIS 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.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in

an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

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

Report of the Auditor-General on Sunset Hotel Limited for the year ended i0 June, 2020
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o 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.

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 applicable 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 Hotel's
ability to continue to as a going concern. 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 Authority to cease to continue as
a going concern.

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 Hotel to express an opinion on the financial statements.

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

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

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

CPA u, CBS
AUDITOR.GENERAL

Nairobi

01 February,2022

a

o
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SUNSET HOTEL LIMITED
Annual Reports and Financial Statements
For the financial year endine 30 June 2020

STATEMENT OF PROFTT & LOSS AND OTHERCOMPREHENSIVE INCOME FOR THE
YEAR ENDED 30JUNE 2O2O

REVENUES
Sales/ Turnover

TOTAL REVENUES

Cost of Sales

GROSS PROFIT

OPERATING EXPENSES
Administration Costs
Selling and Distribution Costs
Depreciation of Property, plant and equipment

6(a) 18,546,294 36,011,363

18,546,294 36,011,363

6(b) 4.002.365 8,109,031

14,543,929 27,,902,332

Note

7(a)
8

t4

2020
Kshs

16,710,378
321,642

2,127,509

2019
Kshs

52,716,308
402,067

3,382,695

TOTAL OPERATING EXPENSES 19,159,529 56,501,070

oPERATTNG PROFTT(LOSS) (4,615,600) (28,598,738)

Finance Costs l0 5,329,786 5,150,384

PROFIT/(LOSS) BEFORE TAXATION I l(b) (9,945,386) (33,749,122)

TNCOME TAX EXPENSES/ (CREDrr)

PROFIT/(LOSS) AFTER TAXATTON l1(b) (9,945,386) (33,749,L22)

Earnings per share - basic and diluted 12 ( 16.s8) (s6.2s)

Dividend per share l3
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STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2O

Note

ASSETS
Non-Current Assets
Properry, plant arrd equipment

Total Non-Current Assets
Current Assets
Inventories
Trade and other receivables
Bank and cash balances
Total Current Assets

'fotal Assets

EQUITY AND LIABILITIES
Capital and Reserves
Ordinary share capital
Revaluation reserve
Retained earnings
Proposed d ividends
Capital and Reserves

Non-Cu rrent Liabilities
Shareholders loan advanced
TFC Loans Principle balance
Advance from TFC
Total Non-Current Liabilities

Cu rrent. Lia bilities
'frade and other payables
Accrued Loan Principal
Accrued Loan interest
Total Current Liabilities

TOTAL EQUITY AND LTABILITIES

The f,mancial statements were
by

neral Manager

t4

l5
I 6(a)
t7(a)

2020
Kshs

81,269,999

8'7,269,999

86,724
t4,655,014
t,041,461

15,783,265

12,000,000
19,262,476

( r 83,062,746)

1,431,286
64, r 93,1 08
2,500,000

68,124,394

50,673,922
38,449,84t
37,604,467

126,729,130

2019
Kshs

89,3s r,698

89J51,698

181,472
16,053,799

715,149
17,016,420

12,000,000
79,262,476

( 173, t 17,360)

I ,43 1,2&6

62,4t2.207
2,500,000

66,343,493

54,045,1 84
35,559,641
32,274,694

121,879,509

103,052,254 106J68,1l8

l8
t9

(91,800,270) (81,854,894)

21

22
23(b)
23(b)

approved by the on 2< oq 2020

Head of Finance
Risper Chichole

CPAK M/NO: 8320

103,052,254 106J68,1l8

ed on its behalf

2

Risper Chichole
rd
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2O2O

Ordinary share
capital

Kshs

12,000,000

Revaluation
reserve

Kshs

79,262,,476

Retained
earnings

Kshs

(139,368,239)

Total

Kshs

(48,105,762)At July l,2018
Reva[:ati6n gain
Transfer of excess depreciation
on revaluation
Defened tax on excess
depreciation
Capital/Development grants
received during the year

Profit/( Loss) for the year

At June 30, 2019

At July 1,2019

Revaluation gain

Transfer of excess depreciation
on revaluation
Deferred tax on excess
depreciation
Capital/Development grants
received during the year

ProfiV( Loss) for the year

At June 30,2020

(33.149,122)

12,000,000 79,262,476 (173,117,360)

(33,749,122)

(81,854,994 )

12,000,000 79,262,476 (173,117,360) . (gl,g54,gg4 ) )

(9,945,396)

12,000,000 79,262,476 (193,062,746)

(9,945,396)

(91,800,270 )

3
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SUNSET HOTEL LIMITED
'\nnual Reports and Financial Statements
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STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2O

Note 2020
Kshs

2019
Kshs

CASH FLOWS FROM OPERATTNG ACTIVITIES

Cash generated from /(used in ) operations
23(a) (4,359,983) (29,771,509)

Interest r.gceived
Interest paid
Taxation paid

Net cash generated from/(used in) operating activities 23(a) (4,359,983) (29,771,,509)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property, plant and equiprnent
Proceeds from disposal of property, plant and equipment

Net cash generated from/(used in) investing activities

CASH FLOWS FROM FTNANCING ACTIVITIES

Loan from TFC
TFC Repayment of borrowings

Net cash generated from/(used in) financing activi'ties

INCREASE(DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUTVALENTS AT BEGINNING
OF YEAR

Effects of foreign exchanges rate fluctuations

CASH AND CASH EQUIVALENTS AT END OF THE
YEAR

(44,800) (53,448)

(44,800) (s3,448)

23(b) 4,671,101 30,000,000

4,67L,101 30,000,000

266,318 175,043

23(c) 775,149 600,106

23(c) 1,041,467 775,,149

l4
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starBvrENT oF CoMPARISoN oF BUDGET AND ACTUAL AMoUNT

PERIOD ENDED 30 JUNE 2O2O

S FOR THE

Remar

U

F

U

F

F

F

F

L

L

I

oh age
Variance

Performa nce

Difference

Actual
Comparable

Basis

Final
BudgetAdj ustmentsOriginal

BudgetPa rticula rs

2019-20202019-20202019-20202019-20202019-202020 l 9-2020

KshsKshsKshsKshsKshsKshsRevenue
-67Yo-31,065,21218,546,29455,61 1,50655,61 I ,506Sales

-61',/o-31 ,065,21218,546,29455,61 1,50655,61 1,506

Other Income

Total Revenues
68%8,640,0644.002,16512,642,42912,642,429Cost of sales

-660h-28,425,14814.543,92947,969.01'742,969,0'71Gross Profit

EXPENSES
450t3,756962r6,7 10,37830,461.34030.467,340Administration Costs

55%396,161321.642718,403718,403Selling and

distribution Costs
65%3,999,1652.t21.5096,121,2146.t21,214Depreciation Costs

49Yo18,153,488I 9, I 59,52937,313,01737,313,017Total OPerating
n sesex

-t820h- I 0,27 1,660-4,615,6005,656,0605,656,060Operating
P Loss

-l8o/o-791,1175,329,1864,532,6094,532,609Finance Costs

-985"/o-l 1,068,837-9,945,386I,123,4511,123,451Profit/(Loss) before
taxation
lncome tax exPenses

credit
-985o/"- I I ,068,837-9,945,3861,123,4511,123,451Net Profit /( Loss)

after taxation

Kcy: U- Unfavorable
F- Favorable

5
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I

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL PER.FORMANCE (CONtiNUCd)

Explanatory notes:-

a) The hotel missed its revenue target by 67%. This being as a result of the relatively dilapidated

state of the hotel coupled with the effect of Covid-19 in the last quarter. The hotel's performance

has been on a downward trend due to its poor state having been built 40 years ago. If given a

slight facelift, the hotel will easily bring back its lost glory. It has immense potential given its very

prirne location.

b) Cost of sales had a positive variance of 680/o with this being due to the relatively low sales

recorded during the period.

c) Administration costs were below the budgeted figure i.e a positive variance of 45oh due to low

sales combined with the cost control measures put in place by the hotel.

d) Selling and distribution costs were equally below the budgeted figure as a result of the hotel not

operating optimally.

e) There were no capital expenditure in the period/ as budgeted thus the favourable variance for the

depreciation. This is a provision made in the books for depreciable assets. Notably a number of
assets also happen to be fully depreciated thus the reduction in depreciation. The hotel intends to

revalue all its assets in the near future.

f) Finance costs deviated from the budgeted figure by l8%. This was as a result of revised interest

rates

6
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For the financial vear endine 30 June 2020

NOTES TCTTHE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Sunset Hotel Limited was established and derives its authority and accountability from the Kenya
Companies Act (cap 486). It was established in 1976. It is 95.4o/o owned by the Government of
Kenya through Tourism Finance Corporation under the Ministry of Tourism and 4.6Yo by the
County Government of Kisumu and is domiciled in Kenya. The hotel's principal activity is
pr5rvision of accommodation and conference facilities.

For Kenyan Companies Act reporting purposes, the balance sheet is represented by the statement

of financial position and the profit and loss account by the statement of profit or loss and other

comprehensive income in these financial statements.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for the measurement
at re-valued amounts of certain items of properly, plant and equipment, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value. The
preparation of financial statements in conformity with International Financial Reporting Standards
(IFRS) allows the use of estimates and assumptions. It also requires management to exercise
judgment in the process of applying the hotel's accounting policies.

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the hotel.

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

7
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3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS)

a) Relevant new standards and amendments to published standards effective for the year

ended 30 June 2020

Amendment/Interpret
atiorf to a standard

Effective date Impact

/f-R.S l6: Leases
(lssued I j January
20r6)

Applicable to
annual reporting
periods beginning
on or after I

January 2019

IFRS 16 specifies how an IFRS reporter will
recognize, measure, present and discloses leases.

The standard provides a single lessee accounting
model, requiring lessees to recognize assets and

liabilities for all leases unless the lease term is l2
months or less or the underlying asset has a low
value. Lessors continue to classifu leases as

operating or finance, with IFRS 16's approach to
lessor accounting substantially unchanged from
its predecessor, IAS 17.

IFRIC 23: Uncertainty
over Income Tax
Trealmenls
(lssued 7 June 2017)

Applicable to
annual reporting
periods beginning
on or after I
January 2019

The interpretation addresses the determination of
taxable profit (tax loss), tax bases, unused tax
losses, unused tax credits and tax rates, when
there is uncertainty over income tax treatments
under IAS 12. It specifically considers:

a

a

a

a

Whether tax treatments should be considered
collectively
Assumptions for taxation authorities'
examinations
The determination of taxable profit (tax loss),
tax bases, unused tax losses, unused tax
credits and tax rates
The effect of changes in facts and
circumstances

/Fft.S 9: Prepayment

features with negative
Compensation
(lssued October 2017)

Applicable to
annual reporting
periods beginning
on or after I
January 2019

The amendments allow entities to measure
prepayable financial assets with negative
compensation at dmortised cost of fair value
through other comprehensive income if a

specified conditiqn is met.

8
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a Not applied in preparing these financial
stalemenls

Annual Improvements
to IFRS Standards
2015-2017 Cycle
(lssued I2 December
20t7)

Annual periods
beginning on or
after I January
2019

Makes amendments to the following standards

IFRS 3 and IFRS l l - The umendments io
IFRS 3 clarifo that when an entity obtains
control of a business that is a joint operation,
it remeasures previously held interests in that
business. The amendments to IFRS I I clarifu
that when an entity obtains joint control of a
business that is a joint operation, the entity
does not remeasure previously held interests
in that business.
IAS 12 - The amendments clarify that the
requirements in the former paragraph 528 (to
recognise the income tax consequences of
dividends where the transactions or events
that generated distributable profits are
recognized) apply to all income tax
bonsequences of dividends by moving the
paragraph away from paragraph 52A that
only deals with siruations where there are
different tax rates for distributed and
undistributed profits.

a

IAS 23 - The amendments clarify that if any
specific bbrrowing remains outstanding after the
related asset is ready for its intended use or sale,
that borrowing becomes parl of the funds that an
entity borrows generally when calculating the
capitalization rate on general borrowings.

Annual Improvemenls
to IAS 28 Long-term
interests in Associates
an?l Joint ventures
(lssued October'2017)

Annual periods
beginning on or
after I January
2019

The amendment clarifies that an entity applies
IFRS 9 rather than IAS 28, in accounting for
long-term interests in associates and joint
ventures

Not applied in preparing these financial
Statements

9
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Annilbl Improvements
to IAS l9 Plan
Amendmenl, '

Curtailment or
Settlement
(lssued 7 February
20t8)

Annual periods
beginning on or
after 1 January
2019

a

The amendments in stipulates that;

If a plan amendment, curtailment or
seftlement occurs, it is now mandatory that the
current service cost and the net interest for the
period after the remeasurement are

determined using the assumptions used for the

measurement.

In addition, amendments have been included
to clarifli the effect of a plan amendment,
curtailment or settlement on the requirements
regarding the asset ceiling.

a

b) New and amended standards and interpretations in issue but not yet effective in the year

ended 30 June 2020

The entity does not plan to apply any of the above until they become effective. Based on their

assessment of the potential impact of application of the above, they do not expect that there will
be a significant impact on the company's financial statements.

c) Early adoption of standards

The Hotel did not early - adopt any new or amended standards in year 2020

4. SUMMARY OF SIGNIFTCANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial

l0

AmendmentAnterpretation to a
standard

I,FI?,S I7 Insurance Conlracts
(lssued l8 May 2017)

Dffective date Impact

Annual
periods
beginning on
or after 1

January
2021

It requires that insurance liabilities be measured

at current fulfilment value and provides a more

uniform measurement and presentation approach
for all insurance contracts. These requirements
are designed to achieve the goal of a consistent,
principle based accounting for insurance
contracts. IFRS 17 supersedes IFRS 4 Insurance
Contracts as of January 2021
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statements are set out below

a) Revenue Recognitioh
Revenue is measured at the lair value of the consideration received or receivable and represents
amounts receivable for services provided in the normal course of business, net of discounts and
sales related taxes.;

i) Revenue from the sale of goods and services is recognized in the year in which the hotel
deliriers products/services to the customer, the customer has accepted the products and
collectabiliry of the related receivables is reasonably assured.

ii) Finance income comprises of interest receivable from bank deposits and investment in
securities, and it recognized in profit and loss on a time proportion basis using effective interest
rate method.

iii) Other income is recognized as it accrues

b) In-kindcontributions
These are donations made to the hotel in the lorm of actual goods and/or services rather than in
money or cash terms. These donations may include vehicles, equipment or personnel services.
Where the hotel includes such value in the statement of comprehensive income both as revenue
and as expense in equal opposite amounts; otherwise the contribution is not recorded.

c) Property Plant and trquipment
All categories of property, plant and equipment are initially recorded at cost less accumulated
depreciation and impairment losses.

:

Certain categories of property, plant and equipment are subsequently carried at re-valued amounts,
being their fair value at the date of re-valuation less any subsequent accumulated depreciation and
impairment losses. Where re-measurement at re-valued amounts is desired, all items in an asset
category are re-valued through periodic valuations carried out by independent external valuers.

Increases in the carrying amounts of assets arising from re-valuation are credited to other
coInprehensive income. Decreases that offset previous increases in the carrying amount of the
same asset are charged against the revaluation reserve account; all other decreases are charged to
profit or loss in the income statement. Land and Buildings are subsequently shown at market
value, based on valuations by external independent valuers, Iess subsequent Depreciation for
Buildings.

All other properry Plant and Equipment is stated at historical cost less Depreciation.
Gains and losses on disposal of items of property, plant and equipment are determined by

ll
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For the financial vear endine 30 June 2020

comparing the proceeds from the disposal with the net carrying amount of the items'

recognized in profit or loss in the income statement

and are

d) Depreciation and impairment of properfy' plant and equipment

Freehold land and capital work in progress are not depreciated' Capital work in progress relates

mainly to the costs of ongoing but incomplete works on buildings and other civil works and

installations.
Depreqiation on property, plant and equipment is recognized in the income statement on a

stfaight-line basis to write down the cost of each asset or the re-varued amount to its residual value

over its estimated useful life as follows:-

The annual rates in use are:

a) No depreciation is charged on the Leasehold land

b) Building ' 25%

c) Properfy, Plant & Machinery - 12'5oh

d) Furniture, Fittings and E'quipment - 12'5yo

e) Motor Vehicle '25'00

0 ComPuters - 33'0 %

Depreciation charge is recognized both in the year of asset purchase and in the year of asset

disposal on Pro-rata basis.

Items of property, plant and equipment are reviewed annually for impairment' Where the

carrying amount of an asset is assessed as gleater than its estimated recoverable amount' an

impairment loss is recognized so th4t the asset is written down immediately to its estimated

recoverable amount

e) Intangible assets

Intangible assets comprise purchased computer software licenses, which are capitalized on the

basis of costs incurred to acquire and bring to use the specific software' These costs are

amortized over the estimated useful life of the intangible assets from the year that they are

available for use, usually over three years'

f) Amortizatiqn and impairment of intangible assets

Amortization is calculated on the straight-line basis over the estimated useful life of computer

software of three Years.

AII comprrter software is reviewed annually for impairment' )vhere the carrying amount of an

intangible asset is assessed as greater than its estimated recoverable amount, an impairment

loss is recognized so that the asset is written down immediately to its estimated recoverable

amount.
l2
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g) Impairment of noh-financial assets

Assets that have an indefinite useful life - for example, goodwill or intangible assets not ready
to use- are not subject to amortisation and are tested annually for impairment. Assets that are
subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value
less costs to sell and value in use.

For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). Non-financial assets other
than goodwill that suffered impairment are reviewed for possible reversal of the impairment at
each reporting date.

g) Inventories
Inventory is valued at the lower of cost and net realizable value. The Cost is determined by
first in, first out (FIFO) method. Inventories are held for sale as raw mateiials for kitchen
production supplies. Specific provisions are made for obsolete, slow moving and delective
inventories.

h) Turnover
Turnover represents amounts received'and receivable for services provided net of govenment
taxes and levies.

:
i) Trade & other receivables

Trade receivables are amounts due from customers for services performed in the ordinary
course of business. If collection is expected in one year or less (or in the normal operating
cycle of the business if longer), they are a classified as current assets. If not, they are
presented as non-crurent assets.
Receivables are carried at anticip ated realizable value. An estimate is made for doubtful
Receivables based on a review of all outstanding amounts at year end. Bad debts are wriften
bffwhen all reasonable steps to recover them have failed.

j) Taxation

Current Income tax
Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authoriti'es. The tax rates and tax laws
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used to compute'the amount are those that are enacted or substantively enacted, at the

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

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

not in the statement of financial performance.

Cr-rrrent income tax assets and liabilities for the current period are measured at the amount
" expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

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

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

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

Management periodically evaluates positions taken in the tax returns with respect to situations

in which applicable tax regulations are subject to interpretation and establishes provisions

where appropriate.

Deferred tax

Deferred tax is provided using the liabiliry method on temporary differenceS between the tax

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

reporting date.

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

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

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

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

foreseeable future.

Deferred tax assets are recognized for all deductible 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 probable that taxable profit will be available against which the deductible

" 
temporary differences, and the carry forward of unused tax credits and unused tax losses can

be utilized, except in respect of deductible temporary differences associated with investments

in controlled entities, associates and interests in joint ventures, deferred tax assets are

recognized only to the extent that it is probable that the temporary differences will reverse in

the foreseeable future and taxable profit will be available against which the temporary

differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to

the extent that it is no longer probable that sufficient taxable profit will be available to allow

all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
14
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assessed at each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered.

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

k) 'Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes in
value. Bank account balances include amounts held at the Central Bank of Kenya and at
various Commercial Banks at the end of the reporting period. For the purposes of these
financial statements, cash and cash equivalents also include short term cash imprests and
advances to authorized officers which were not surrendered or accounted for at the end of the
financial year.

l) Borrowing
Interest bearing loatts and overdrafts are initially recorded at fair value being received, net of
issue costs associated with the borrowing. Subsequently, these are measured at amortized cost
using the effective interest rate method. Amortized cost is calculated by taking into account any
issue cost and any discount or premium on settlement. Finance charges, including premiums
payable of settlement or redemption are accounted for on accrual basis and are added to the
carrying amount of the instrument to the extent that they are not settled in the period in which
they.arise. Loan interest accruing during the construction of a project is capitalized as part of
the cost ofthe project. I

m) Trade and other payables
Trade and other payables are non-interest bearing recognised initially at fair value and
subsequently which is measured at the fair value of contractual value of the consideration to be

.paid in future in respect of goods and services supplied , whether billed to the hotel or not, less
any payments made to the suppliers.

Trade payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payable are classified as current
Liabilities if payment is due within one year or less (or in the normal operating cycle of the
business if Ionger). If not, they are presented as non-current liabilities.
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Pqyables are measured at amortised cost using the effective interest method. Payables are

derecognised when extinguished.

n) Retirement benefit obligations

The company contributes to the statutory National Social Security Fund QTISSF). This is a
defined contribution scheme registered under the National Social Security Act. The
company's obligation under the scheme is Iimited to specific contributions legislated from

,, tirn? to time and is currently at Kshs.1080.00 per employee per month. A contributory pension

scheme is also in place with employer/employee contributions set at 10o/o of the employees'
basic pay.

o) Provision for staff leave pay

Employees' entitlements to annual leave are recognized as tlrey accrue to the employees. A provision
is made for the estimated liability for annual leave at the reporting date.

p. Exchange rate differences

The accounting records are maintained in the functional currency of the p.rimary economic
environment in which the entity operates, Kenya Shillings. Transactions in foreign currencies
during the yearlperiod are translated into the functior-ral currency using the exchange rates

prevailing at the dates of the transactions or valuation where items are re-measured. Any
foreign exchange gains and losses resulting from the settlement of such transactions and from
the translation at year-end exchange rates of'monetary assets and liabilities denominated in
foreign currencies are recognized in profit or loss.

q. Budget information

The original budget for FY 2019-2020 was approved by the National Assembly on l't July
2019. No subsequent revisions or additional appropriations were made to the approved budget.
Any revisions if any are made in accordance with specific approvals from the appropriate
authorities.
The hotel's budget is prepared on a different basis to the actual income and expenditure
"disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. The amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassified by presentation to be on the same
basis as the approved budget. A comparison of budget and'actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts. In addition to the Basis difference, adjustments to amounts in the

l6
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financial statements are also made for difl'erences in the formats and classification schemes
adopted for the presentation of the financial statements and the approved budget.
A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under page 5 of these financial statements.

Comparatives
Comparative figures have been adjusted to conform to the changes in the presentation in the

,, current year.

s. Subsequent events

Since the end of the year 201912020, no events have become known or have occurred that

may lead to significant changes to these financial statements.

5. STGNIFTCANT JUDGMENTS AND SOURCES OF ESTIMATION
UNCERTAINTY
The preparation of the Entity's financial statements in conformity with IFRS requires management

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

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

reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods.

Critical accounting estimates and judgments in applying the entity's accounting policies

Estimates and judgments are continually evaluated and are based on historical
experience and other factors, including experience of future events that are believed
to be reasonable under the circumstances.

i) Critical accounting estimates and assumptions
The company makes estimates and assumptions concerning the future. The resulting
accounting estimates will, by definition, seldom equal the related actual results. The estimates

" and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below:

Useful lives of property, plant and equipment
The company's management determines the estimated useful lives and related depreciation
charges for its property, plant and equipment. The rates used are set out in (d) above.

r
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Recoverability of trade and other receivables

Management has made Judgment in estimating the amounts that may not be

recovered based on experience and efforts expended in the attempt to recover the

outstanding balances.

ii) Critical judgments in applying the entity's accounting policies

. In'the process of applying the Company's accounting policies, management has made

j udgments in determining:

. The classification of assets into current and non-current

. Whether assets are impaired

Provisions

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

available; specifically provision for bad debts which was estimated al loh of the total budgeted

revenue for the period.

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

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

material.

18
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Gross sales of Services

Less :taxes on gross sales

(Taxes :l4o/oY AT,2% CLT)
Accommodation

- Fo'6d-Casuals

Food-Residents

Drinks

Tobacco

Swimming

Laundry

Other Income

Total
(b)Cost of sales

Food

Beverage

Tobacco
Total

(a) ADMINISTRATION COSTS

Staff costs note( 7b)

Directors emoluments

Elec.triciry and water

Transportation, travelling and subsistence
Printing, stationary and photocopy

Insurance costs

Bank charges and commissions

Office and general supplies and services

. Auditors remunerations

Legal fees

Repairs and maintenance

Provision for Bad and doubtful debts

Other Operating Costs

Total

7

2020

Kshs.

22,079,909

3,532,614

t8,546294

3,4l6,ggl
7,391,J64

2,653,121

2,909,466

19,559

1,006,592

9,141

1,150,664

18,546,294

2,761,372

1,225,429

15,565

4,002,365

20t9

Kshs.

44,692,61I

8,611,249

36,011,363

7,776,942

| 5,519,472

4,440,240

5,021,601.

26,707

961,356

lg,g36

2,239,209

36,011,363

6,049,990

2,038,161

20,290

8,109,031

43,139,197

604,614

3,444,755

434,690

484718

6,534
91,064

48,041

300,000

lgT,glg
(313,445)

460,902

3,927,920

52,716.308

8,225,650

595,265

1,927,310

I 16,557

176,046

4,520
75,717

41,703

300,000

5,000

2,504,229

507,299

2,231,093'

16,710378

a
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(b) STAFF COSTS

Salaries and allowances of perrnanent employees

!0ages of temporary employees

Compulsory national health insurance schemes

Compulsory national social security schemes

Terminal dues

Leave Pay and gratuity provisions

Stafftravel and other related expenses

Total

The average number of emploYees.

Permanent employees- Management

Permanent employees- Unionisable

Temporary and contract emploYees

Total

8. SELLTNG AND DISTRIBUTION COSTS

Advertising, marketing and promotional

Sales commission

" Sal"s discounts and rebates

Other selling and distribution costs

Total

9 OPERATING PROFIT(LOSS)

The operating profit /(loss) is arrived at after

charging /(crediting):

Staff cost (note7(b)

Depieciation of properfy, plant and equipment

Provision for bad doubtful debts

Directors emoluments -Fees

-Expenses

Auditors remuneration- current year fees

lnterest on loan

2020

Kshs.

4,214,184

9t0,794

134,092

967,597

1,998,983

8,225,650

20t9

Kshs.

14,t64,094

17,855

560,602

19,940,049

| ,211 ,l 12

1,245,086

43,,138,797

321,642

321,642

8,225,650

2,127,509

507,288

540,000

55,265

300,000

5,329,786

4

46

nil

50

402,067

402,067

43,138,'19'7

3,382,695

460,902

540,000

64,614

300,000

5,150,384

I

nil

l0

ll
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I

' Land rent & rates

Total :

1,484.791

18,570,289

370,032

53,487,424

2019

Kshs.l0 FINANCE COSTS

Exchange losses on short term bank deposits

Exchange losses on cash and bank balances

2020

Kshs.:

.lnterest expenses on loans

Interest expenses on bank overdrafts

TOTAL

5,329,186 5,150,384

5,329,786 5,150J84

I t. INCOME TAX EXPENSES / (CREDTT)

(a) Current taxation

Current taxation based on the adjusted profit
Current tax :prior year under / ( over )provision
Current year deferred tax charge

Prior year under - provision for deferred tax

TOTAL

(b) Reconciliation of tax expenses/ (credit) to the
Expected tax based on profit

Profit before taxation

Tax at applicable tax rate of 30Yo

Prior year under-provision

Tax effects of expenses not deductible for tax

Tax effect of income not taxable

Tax effects of excess capital allowances over

Deferred tax prior year over - provision

Total

(9,945,386) (33,149,122)

(9,945,386) (33,749,122)

12. EARNINGS PER SHARE

The earnings per share is calculated by dividing the loss after tax of (Kshs. 9,945,386) (2019: (Kshs.
33,749,122)) by the average number of ordinary shares in issue duing the year of 600,000 (2019:
600,000). There were not dilutive or potentially dilutive ordinary share as at the reporting date.
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13. DIVJDEND PER SHARE

Proposed dividends u.. i".ornted for as a separate component of equity until they have been ratified
and declared at the relevant Annual General Meeting (AGM). No interim dividend was declared
and/or paid during the year neither is it expected that any dividends will be declared because of the
recurrent loses.

f

.4
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NOTES TO THE FINANCIAL STATEMENTS (continued)

I4. PROPERTY, PLANT AND EQUIPMENT

:
Work in progress relates to building renovation/extensions works forroof top bar and restaurant
which are yet to be completed or commissioned.
Property, plant and equipment include the following items that are fully depreciated:

2020
LEASEHOL

D LAND
BTIILDINC WORK IN

PROCRT,SS

PROPERTY
PLANT

&
EQI]IPMENT

FURNITI.'RE
&

FITTING

MOfoR
VEIIlCL

E

TOTAT-

COST OR
VALUATION Kshs Kshs Kshs Kshs Kshs Kshs Kshs

As at 0l-07-2019 r 5,000,000 7 5,000,00c 26.9|.516 1 t .97 6.729 15.969.234 295,000 I 45, I 52.540

Additions 44,800

As at 30-06-2020 15,000,000 75,000,00c 26,91 I ,57 6 t2.021,529 15.969,234 295.000 I 45. I 97.339

DEPRECIATIO
N

As at 01.07.2019 28. r25.00C I1,815,132 r 5.565.709 295,000 55,800,84 r

Charge for
the year r,875,00c 89.689 t62,820 2,t21,509

As at 30-06-2020 30,000,00( I I,904,821 15,728,529 ?95,000 57,928,350

NET
BOOK
VALUE

As at 30-6-2019 15,000,000 46,875,00t 26,911,576 I6l,597 403,525 89,351,698

As at 30-6-2020 15,000,000 4s,000,00[ 26,911.516 r 16,708 240;705 87,268,989

Cost or
valuation

Normal annual
Depreciation charge

Plant ft machinery 1 1,5 17,806 1.439.725
Motor vehicle 295,000 73,750
Office equipment, furniture & equipment 15.1 71.950 1,896,494

26,984,756 3,409,969
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NOTES+rO THE FINANCIAL STATEMENTS (continued)

PROPERTY, PLANT AND EQUIPMENT (continued)

Work in progress relates to building renovation/extensions works for roof top bar and restaurant
which are yet to be completed or commissioned.

Property, plant and equipment include the following items that are fully depreciated

20 l9
LEASEHOL

D LAND
BUILDINC \\/ORK IN

PROGRESS

PROPERTY
PLANT

&
EQTIIPMENT

FTIRNITURE
&

FI1 TING

MOTOR
VEHICLE

TOTAL

COST OR
VALUATION

"
Kshs Kshs Ks hs Kshs Kshs Kshs Ksh

s

As at 0l -07-2018 15,000,000 75,000.000 26.9tt.576 t 1,923,281 15,969,234 295,000 145.099.092

Additions 53.448

As at 30-06-2019 r s,000.000 75,000,000 26,91 I,576 t t ,97 6.7 29 15,969,234 295,000 I 4s, r 52,540

DEPRECIATIO
N

As at 01.07.2018 26.250.00C I t,322,748 14,550,398 295,000 52.4t8.14i
Charge lor
the year r.875.00c 492,384 r,0 r5.3 r r 3,3 82,695

As at 30-06-2019 28, I 25,00C I1,8 15,132 15,565,709 295,000 55,800,838
NET
BOOK
VALUE

As at 30-6-2018 15,000,000 48,750,000 26,911,57 6 600,532 1,418,837 92,680,945

As at 30-6-2019 r s,000.000 46.875.000 26,911,576 r 6r,597 403.525 89,35 r,698

Cost or
valuation

Normal annual
Depreciation charge

Plant & machinery 10.024.052 1,253,006
Motor vehicle 295,000 73,750
Office equipment, furniture & equipment 10.411.123 1,301 ,390

20,730,175 2,628,146
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NOTES TO THE FINANCIAL STATEMENTS (continued)

15. INVENTOzuES

Food store

Bar stock & Tobacco

, 'TorAL

16 (a)TRADE AND OTHER RECEIVABLES

Trade receivables (note b )

Deposits and prePaYments

VAT recoverable

Staff receivables

Gross trade and other receivables

Provisions for Bad and doubtful receivables)

Net trade and other receivables

(b) TRA-DE RECEIVABLES

Gross trade receivables

Other : Provisions for Bad and doubtful
' receivables)

Net trade and other receivables

At June 30, the ageing analysis of the gross

trade receivables was as follows :

Less than 3OdaYs

Betweeh 30 and 60daYs

Between 6l and 90 daYs

Between 9l and 120 daYs

Over I20 days

14,655,074 16,053'799

2020

Kshs.
33,918

s2,806

86,724

t7,366,141

319,096

l'7,'745,237

(3,090,163)

17,366,141

(3,090,163)

1,435,039

12,915,354

L1)66,141

2019

Kshs.
I 0l ,648

85,824

L81,472

18,25'1,518

379,096

18,636,674

(2,582,815)

18,25'1,578

(2,582,8'15)

664,697

439,199

15,403,741

18,257,578

t4275,978 15,614,103

2,703,765

3 I 1,983

1,001,532

148,409

t
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NOTES{O THE FINANCIAL STATEMENTS (continued)

17 (al BANK AND CASH BALANCES

Cash at bank

Cash at harrd

(U DETAILED ANALYSIS OF CASH AND
CASH EQUIVALENTS

Cash at Hand:

Cash float

Petty cash

Mpesa

Airtirne

Credit Cards

2020

Kshs.

1,007.490

33.977

1,041,467

2019

Kshs.

642.s49

r32,600

775,149

88,000

19,000

25,600

132,600

320,313

322,t16

642,549

20t9

Kshs

550,000

12,000,000

17,311

1 3,1 00

Cash at Bank(Current Accounts)

National bank-A/c No.0 1020023525 100

KCB- A/c No. 1108232136

The bulk of the cash was held at National bank
the main banker

1,500

33,971

90 t,399

106,09 t

1,007,490

2020

Kshs.

I8. ORDINARY SHARE CAPITAL

Authorized , issued and fully paid

572,500 Ordinary Shares @ Kshs.20l: ( TFC)

27500 Ordinary Shares @ Kshs 20l:
( Kisumu County)

11,450,000 1 1,450,000

550,000

12,000,000

I9. REVALUATION RESERVE

The revaluation reserve relates to the revaluation of certain items of property, plant and equipment

As indicated in the Statement of Changes in Equity, this is stated aftdr transfer of excess

depreciation to retained earnings.
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i) These reserves shown in the Statement of changes in Equity arose due to valuation of the
hotels building arld land in the year 2004.

ii) Land and building were initially taken at a value of kshs. 178,013 and 10,559,51I
respectively. However on revaluation, the values came to Kshs. 75,000,000 for Building and
15,000,000 for leasehold land.

iii) This therefore resulted in reserves of Kshs. 64,440,489 for Building and 14,821,987 for
lea.pehold land respectively. A total of kshs. 19,262,476.

20. RETAINED EARNINGS
The retained earnings represent amounts available for distribution to the hotel's shareholders.
Undistributed retained earnings if any are utilized to finance the hotel's activities. However, the
hotel has retained losses as at date.

2I. BORROWINGS

Balance at beginning of the year
External borrowings during the year
Domestic borrowings during the year
Repayments of extemal borrowings during the year
Repayments of domestics borrowings during the year
Balance at end of the year

Less: Amounts due within one year (current portion)
Amounts due after one year (non-current portion)
Accrued Loan Principal(current portion)
Accrued Loan Interest(current ponion)
Total loan and Accrued Interest

2020
Kshs

62,412,207

2,990,200
64,193,109

(2,990,200)
61,302,909
38,449,941
37,604,470

140,247,4L9

2019
Kshs

35J02,407

2,890,200
62,412,207

(2,890,200)
59,527,007
35,559,641
32274,684

130,246,532

4,671,101 30,000,000

The above borrowing is from TFC, one of the shareholders at an interest rate of I 1%, with the
respective loans being as follows:

Particu lars Loan I Loan 2 Loan 3 loan 4 Loan 5 Loan 6 Loan 7 TOTAL

Balance
B/Forward t4,092.760 10.004.022 923,243 |.982.732 5,409,450 30.000.000 62,412,207

Additions 4.671 . t0l 4,67 1, 10 1

Repayment (65 1.768) (2.238.432\

Totals t4,092,760 10,004,022 271,475 1.982.732 3,l7l,0 t 8 30.000.000 4,671 ,l0 I 64, t 93,1 08
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22. TRhDE AND OTHER PAYABLES

Trade Creditors
Value Added Tax
Service Charge
CLT
Deposits Payable

" Payroll Control
P.A.Y.E
Staff Insurance Deductions
N.S.SF
N.H.I.F
Union dues
Pension
Sunset Sacco
Accrued Expenses
Withholding Tax
Temrinal Control

23. NOTES TO THE STATEMENT OF CASHFLOWS
(a) Reconciliation of operating profit/(loss) to cash

generated from/(used in) operations
Operating profiV(loss)
Depreciation

'lnterest Charged

Operating profit/(loss) before working capital
changes

(lncrease)idecrease in inventories
([ncrease)/decrease in trade and other receivables
Increase/(decrease) in trade and other payables

Cash generated from/(used in) operations

(b) Analysis of changes in loans
Balance at beginning of the year
Receipts during the year
Repayments during the year

50,673,822 54,045,184
Included in Trade Creditors above is Kshs.4,736,000 being outstanding audit fee owed to the
Kenya National Audit Offi ce.

2020
Kshs

I 1 ,889,128
12,709,065

697 t2
670,928
207,941

17,334,633

2,335,820
9,050

173,933
84,528

3,732,738
1,456,346

(9,945,386)
2,127,509
5,329,786

100,747
1,398,724

(3,371,363)

62,472,207
4,671,101

(2,890,200)

20r9
Kshs

14,083,1 8l
12.420,845

26,990
35,800

670,928
614,27 I

16,878,51 7

2328,580
8,650

1 70,801

166,719
5,1 83,556
1,456,346

(33,749,122)
3,382,695
5,1 50,3 g4

' 6,117' 989,329
(5,550,912)

35,302,407
30,000,000
(2,890,200)

(2,488,091) (25,216,043)

(4,359,983) (29,771,509)
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2020
Kshs

37,604,470
38,449,841

140,247,419

2019
Kshs

32,274,684
35,559,641

L30,246,532

Repayments of previous year's accrued interest
Iroreign exchange (gains)/losses
Accrued interest
Accrued Principal
Balance at end of the year

1cl Anatysis of cash and cash equivalents

Cash at bank

Cash in hand

Balance at end of the year

24. PROVISION FOR LEAVE PAY

2019
Kshs

Balance at the beginning of the year
Additional provision for the year
Leave paid out or utilized during the year
Balance at the end of the vear

l,2ll,l72

l,2l7,l12 l,2ll,l12

Related party transactions

The'hotel has two shareholders namely Tourism Finance Corporation (TFC,) and Kisumu
County Government. Tourism Finance corporation owns 950% of Sunset Hotel Limited
shareholding while Kisumu County owns 5%o.

During the year, the hotel provided accommodation, conference and catering services to
the Kisumu County Government valued at Kshs. 3,060,645 while Tourism Finance

,Corporation did not hold any business with the hotel in the financial year.

In addition, Tourism Finance Corporation loaned Sunset Hotel Kshs.4,671,101 to offset
accumulaied land rent and rates arrears. Sunset Hotel incurred Land rent & rates
amounting to Kshs. 334,029 for land leased to the hotel for 99 Years by Kisumu County
Government. It also paid off all the rates arrears totaling to Kshs.4,671,101 and got an
interest and penalty waiver of Kshs.104,155,413 from the County Government of
Kisumu in return.

r,007,490

33,917

1,041,467

2020
Kshs

1,211,112

642,549
132,600

775,,149
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Transactions with related parties

a) Loans received from the shareholders
Loans from TFC
Loans from Kisumu County Government

., Total

b) Key management compensation
Directors' emoluments
Compensation to key management

Total

25. CONTINGENT LIABILITIES

Land rate arrears against the hotel(Kisumu County
Government)
Notice of Distress for outstanding tax anears(KRA)
Total

2020
Kshs

4,671,101
Nil

4,671,101

2019
Kshs

30,000,000
Nil

30,000,000

3,816,351 4,,091,317

595,265
3,221 ,086

2020
Kshs

31,344,951
31,344,951

604,614
3,486,103

2019
Kshs

78,382,920

24,582,352
102,,965'n2

Explanatory notes

During the previous year, Kisumu County Government had issued a demand notice to the
hotbl for outstanding Land rates arrears of principle amount Kshs. 4,003,043 which had over
the year's accrued interest and penalty to the tune of Kshs. 73,944,916. The hotel management
entered into waiver negotiations with the County goverrunent once the waiver period was
opened in the current financial year. The hotel managed to have the interest and penalties
totaling to Kshs. 104,155,413 written off after settling the principal amount which stood at
4,677,101 as at then.

" In the course of the year Kenya Revenue Authority issued a demand notice for outstanding
principal tax arrears of Kshs. 31,344,951. The management appealed to the shareholders to
intervene on behalf of the hotel to assist in payment of the principal amount with the hope that
the interests will be waived. Meanwhile, the hotel has engaged KRA on the proposal to pay
the amounts in instalments until such a time when cash flows will improve enough to offset
the entire amount.
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26. FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financial risks including credit and liquidiry
risks and effects of changes in foreign currency. The company's overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimize the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The company does not hedge any risks and has in place policies to ensure that" credit is only extended to customers with an established credit history.

The company's financial risk management objectives and policies are detailed below:
a) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparry will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on intemal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated by
the company's management based on prior experience and their assessment of the-current
economic environment.

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

Total

Kshs

17,366,141

Fully
Performing

Kshs

3,196,015

Past due

Kshs

11,079,963 3

Impaired

Kshs

,090,163

30-Jun-20

Trade receivables

Due from related parties

Bank balances I ,046,01 2 1,046,012

Total

3l

18,412,153 4,242,027 11,079,963 3,090,163
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The amount that best represents the company's maximum exposure to credit risk as at 30 June

2019 is as shown below:

30-Jun-19

Trade receivables

" Dr" from related parties

Bank balances

1,749.941

642,549 642,549

Total

Kshs

18,257,258

Fully
Performing

Kshs

Past due

Kshs

13,924,442

Impaired

Kshs

2,582,875

Total 18,899,807 2,392,490 13,924,442 2,582,875

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

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

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

considered adequate to cover any potentially inecoverable amounts.

The entity has significant concentration of credit risk on amounts due from county

governments.

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

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

b) Liquidity risk

Ultimate responsibility for liquidity risk management rests with the entity's directors, who

have built an appropriate liquidity risk management framework for the management of the

entity's short, medium and long-term funding and liquidity management requirements. The

entity manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the company under non-derivative financial

liabilities by their remaining contractual maturities at the reporting date. The amounts

disclosed in the table are the contractual undiscounted cash,flows. Balances due within l2
months equal their carrying balances, as the impact of discounting is not significant.
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[-ess than
I month

Kshs

413,526

243,671

Between

1- 3 months

Kshs

Over 3

months

Kshs

11,47 5,602

7 5,87 4,906

3,732,738

Total

Kshs

I 1,889,128

7 5,874,906

3,732,738

243,671

At 30 June 2020:

Trade payables

Current portion bonowings

Pfovisions

Deferred income

Employee benefi t obligation

Total 657,197 91,083,246 91,740,443

At 30 June 2019:

Trade payables

Parent company funding

Provisions

Deferred income

Employee benefi t obligation

422,232 1 50,210

470,951 337,029 807,980

13,660,949

67,834,325

5,1 83,556

14,083,181

61,834,325

5,183,556

Total 893,183 150,210 97,015,959 97,909,,042

c) Market risk

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

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices
and foreign exchange rates which will affect the entity's income or the value of its holding of
financial instruments. The objective of market risk management is to manage and control

"market risk exposures within acceptable parameters, while optimizing the return. Overall
responsibility for managing market risk rests with the Audit and Risk Management Committee.

The company's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by'Audit and fusk Management
Committee) and for the day to day implementation of those policies.
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There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

i) Foreign exchange risk

The company does not undertake any major transactions denominated in foreign currencies.
Therefore, exposures to exchange rate fluctuations are minimal. Any Foreign currency
transactions during the year are converted into Kenya Shillings at Rates ruling at the
transaction date. The resulting differences from conversion and Translation are dealt with
in the Profit and Loss Statement in the year in which they arise.

ii) Interest rate risk

This is the risk that the entily's financial condition may be adversely affected as a result of
changes in interest rate levels. The company's interest rate risk arises from bank deposits.
This exposes the company to cash flow interest rate risk. The interest rate risk exposure
arises mainly from interest rate movements on the company,s deposits. .
To mitigate this risk, the hotel tries to bank and only deal with banks/institutions that are
well established and offer favorable interesr rares.

Fair Value of financial assets and liabilities

a) Financial instruments measured at fair value

Determination of fair value and fair values hierarchy

IFRS 7 specifies a hierarchy of valuation techniques based on whether the inputs to those
valuation techniques are observable or unobservable. Observable inputs reflect market data
obtained from independent sources; unobservable inputs reflect the entity's market
assumptions. These two rypes of inputs have created the following fair value hierarchy:

o Level I - Quoted prices (unadjusted) in active markets for identical assets or
liabilities. This level includes .listed equity securities and debt instruments on
exchanges.

' Level 2 - Inputs other than quoted prices included within Level I that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).
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aa Level 3 - inputs for the asset or liability that are not based on observable market
(unobservable inputs). This level includes equity investments and debt

with sighificant unobservable components. This hierarchy requires the use

observable market data when available. The entity considers relevant and o
market prices in its valuations where possible.

There were no transfers between levels I ,2 and 3 during the year

b) Financial instruments not measured at fair value

Disclosures of fair values of financial instruments not measured at fair value have not
made because the carrying amounts are a reasonable approximation of their faif values.
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NOTES TO THE FINANCI.AL STATEMENTS (Continued)

FINANCIAL RIsry MANAGEMENT (Continued)

d) Capital Risk Management

The objective of the entity's capital risk management is to safeguard the entity's ability to
continue as a going concern. The entity capital structure comprises of the following funds

Particulars 2019-2020 2018-2019

Kshs Kshs

Revaluation reserve 79,262,476 79,262,476

Retained earnings (183,062,7 46) (173,117,360)

Capital reserve 12,000,000 12,000,000

Total funds (91,800,270) (81,854,884)

Total bonowings 64,1 93, I 08 62,412,201

Less: cash and bank balances (1,041,467) (77 5,149)

Net debt/(excess cash and cash
equivalents)

63,15 1,641 6l ,637,058

Gearing 168" 175'/o

27. CURRENCY
The financial statement is presented in Kenya shillings. (Kshs.)

28."EVENTS AFTER CLOSING PEzuOD
There were no material adjusting and non-adjusting events after the reporting period

29. INCORPORATION
The hotel is incorporated in Kenya under the Kenyan Companies Act and is domiciled in
Kenya.
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