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KENYA ORDNANCE
FACTORIES CORPORATION 2OI3I2OI 1

CORPO RATE INFO R]T{ATION

INCORPORATION

The Kenya Ordnance Factories Corporation (KOFC) was established as a State
Corporation in July 1997 it was exempted from the provision of the State
Corporation Act (CAP 446) under the legal Notice No. 522 of the 28ft October I 997.
However, no gazettement was done to this effect during the change over to a State
Corpomtion from RTS Ngano Farm Project.

KOFC is a licensed ammunition dealer and water undertaker.

MANDATE

The mandate of the Corporation is to manufacture Military Hardware,
Machinery and Equipment and engage in other activities normally
connected with the incidental to the said object.

wstoN

The vision of the Corporation is to become a premier manufacturer of
world class Military hardware and related products.

IVIISSION

The mission of KOFC is to enhance National Security through guaranteed
production of quality small arms ammunition and related auxiliary
products.

OBJECTTVES

KOFC has established its objectives as follows;
o Self sufficiency in supply of small arms ammunition
r Transfer of relevant technology
o Sale of surplus ammunition to friendly countries
o Create employment in line with Vision 2030
o Enhance lndustrialization in line with vision 2030.
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KENYA ORDNAI\ICE
FACTORIES CORPORATION 2OI3T2OI 4

ISO CERTIFICATION

KOFC is. ISO 9001-2008 CERTIFIED. The certificates registration number
KEBS/SCS/RF/04 was issued by the Kenya Bureau of Standards on the 30s
September 2009.

REGISTERED OFFICE AIYD
PRINCIPAL PLACE OF BUSINESS

RTS NGANO PROJECT
KITALE ELDORET ROAD
P. O. Box 6634 - ELDORET
KENYA

BAI\IKERS
CO-OPERATIVE BANK OF KE}.IYA
ELDORET BRANCH
P. O. Box 2948 30100 - ELDORET
KENYA

KEI\TYA COMMERC IAL BANK
UGANDA ROAD BRANCH
P. O. BOX 5r97 30100 - ELDORET
KENYA

EQUITY BANK OF KENYA
ELDORET BRANCH
P.O. BOX 2201 30t00 - ELDORET
KENYA

LAWYERS/ADVOCATES

MTMSTRY OF DEFENCE REPRESENTATIVE (DOD LEGAL)
AND
OMONDI AND COMPANY ADVOCATES
P.O. BOX 4440
NATIONAL BANK BTIILDING
2ND FLooR
ELDORET
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KENYAORDNANTCE
FACTORIES CORP'ORATION 20 I3I|O I'

INDEPENDENT AUDITOR

THE AUDITOR. GENERAL
KEI.{YA NATIONAL AUDIT OFFICE
ANMVERSARYTOWER
P. O. BOX 30084 . NAIROBI
KENYA

DIR.ECTORS R.EPIORT

The directors present the audited financial statemenB for the year ended 30s June
2014

RESULTS

The Loss for the year was Kshs.7t,682,828.00

TIIE ROLE OF TIIE BOARD

The Board Directors is responsible for the long term growth and profitability of the
Corporation. The Board charts the direction and monitors management's
performance. It is the critical role of the Board to ensure that the Corporation
pursues strategies that increase profi tability.

BOARD MEETINGS

The Board meets quarterly for scheduled meetings. For specific issues of special
nature, extra ordinary Board meetings are held in between the scheduled quarterly
meetings.

The scheduled Board meetings encompass the review of the periodical Corporation's
performance against the set targets as well as monitoring of business and operational
issues. All Board committee reports are reviewed and appropriate action taken.
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KEIYYA ORDNANCE
FACTORIES CORPORATION 2OI3NOru

COMPOSTTION OF THE BOARD OF DIRECTORS

The Board has a Chairman, independent and Non-Executive Directors. All Directors
are appointed and Gazzeted.

All directors are independent and free from any business interes! or other
relationship that could materially interfere with the exercise of independent
judgment

BOARDCOMMITEES

The Board carries out certain aspects of its duties by delegation to the Board
Committees. These committees meet for scheduled meetings and on occasions
where business of special nature has to be conducted. The committees operate under
Terms of reference approved by the Board and their duties are limited to the
operations of the Corporation.

At present there are three Board Committees. These
Information Technolory Commitee and Strategic Committee.

are Audit committee,

DTRECTORS

The Directors who held office during the year to the date of the report were:-

Gen(Dr)JWKarangi
Lt Gen J kasaon
Maj Gen J Otieno
Maj Gen N Mukala
Amb. Dr Monica Juma (PS Ministry of Defence)
Maj Gen P N lkenye, KA (Rtd)
Maj Gen P M Waweru, KA (Rtd)
Maj Gen C Mwanzia KAF (Rtd)
Dr Kamau Thuge (PS Ministry of Finance)
MajGenLKTumbo

Directorc who left during the yeor wcre:

lvTs Nancy Kirui (PS Ministry of Defence)
Mr Joseph Kinyua (PS Ministry of Finance)

Chairman
Director
Director
Director
Director
Director
Director
Director
Director

Managing Director

Director
Director
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KENYA ORDNANCE
FACTORIES CORP1ORATION 2OI32O T'

KENYA ORDNANCE FACTORIES CORPORATION TOP MANAGEMENT

The managers who held office during the year to the date of report were:

MajGenLKTumbo
Col G Okumu
Lt Col Peter K Kiplagat
Maj D N Mutiso
Maj J Kiprop
Maj J R Chepkoech
Maj C W Masibo
M/s Magdalene Ochola
Maj(Rtd)DEOnyapidi
Maj E O Were
Mr Leo K Kerich
Mr. Daniel K Towett

Managerc who kft during the yeor were:

Col(Rtd)EMGichuiya
Lt Col John M Thagana
Maj T N Obuoro
Mr Anthony Kibet

Managing Director
General Manager
Human Resources Manager
Technical Manager
Stores Manager
Procurement Manager
Security & Safety Manager
Commercial Services Manager
Ag, Farm Manager
Qualitr Assurance Manager
Production Manager
Finance Manager

General Manager
Technical Manager
Procurement Manager
Ag, Quality Assurance Manager

BY ORDER OF TTIE BOARI)

Chairman

General (Dr) t W Karangi, EGH, CBS, DCO 'ndc' (K) 'psc' (K)
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KEI{YAORDNAIICE
FACTORIES CORPORATION IOr3TIO'.

CORPORATE GOVERNANCE STATEMENT

The Kenya Ordnance Factories Corporation Board of Directors and management are
committed to the highest level of corporate govemance, which we consider critical
to business integrity and to maintaining stakeholders trust in the Corporation. We
promote traditions that values and rewards the maximum ethical principle, personal
and corporate integrity. The Corporation expects all its directors, employees,
customers and suppliers to act with honesty, integrity and fairness. Our doctrine set
out the business standards and in turn, the values we set ourselves ensure we op€rate
lawfully, with integrity and with respect, observing and respecting the Kenya
citizens.

The Board is responsible for the overall conduct ofthe Corporation operations and
has the powers, authorities and duties vested in it by and pursuant to the relevant
laws of Kenya and the State Corporation Act. The Board has final responsibilify for
the management, direction and performance of the Corporation. It is also required to
exercise objective judgment on all corporate matters independent from management
and is responsible for ensuring the effectiveness ofand reporting ofthe Corporation
corporate govemance.

The full Board meets at least four times a year. The Directors receive all information
relevant to the discharge of their obligations in accurate, timely and clear form so
that they can guide and maintain full and effective control over strategic, flrnancial,
operational and compliance issues. Excep,t for direction and guidance on general
policy, the Board has delegated authority for conduct of day-to-day business to the
Managing Director. The Board nonetheless retains responsibility for establishing and
maintaining the Corporation's overall intemal control of financial, operational and
compliance issues as well as implementing strategies for the long term success.

The Board has three standing commiftees, which meet regularly under the terms of
reference set by the Board. The Corporation has defined procedures and financial
controls to ensure the reporting of complete and accurate accounting information.
These cover systems for obtaining authority for major transactions and for ensuring
compliance with laws and regulations that have significant financial implications.
Procedures are also in place to ensure that assets are subject to proper physical
controls and that the organization remains structured to ensure appropriate
segregation of duties. The Corporation is committed to the highest standards of
integriry, behaviour and ethics in dealing with all its stakeholders. A formal code of
ethics has been approved by the Board and is fully implemented to guide
management, employees and Stakeholders on acceptable behaviour in conducting

6



KEI\IYA ORDNA.I\CE
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business. All employees of the Corporation are expected to avoid activities and
hnancial interests that could undermine their responsibilities to the Corporation.
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KENYA ORDNA.I\ICE
FACTORIES CORPORATION 2OI SNOI.

coRPoRATE S(rcrAL RESPONSTBTLTTY (CSR)

We take our social and environmental responsibility seriously and support the
communities and the environment within which we do our business. The Board and
Management believe that Corporate Social Responsibility (CSR) programmes
should be relevant, impactful, and sustainable. The Board takes overall
responsibility for the continued development and implementation of appropriate
social and environmental policies of the Corporation. During the year under review,
the Corporation was involved in one CSR activity, Environmental Conservation. The
Corporation relies on the environment extensively for its business, including timber
for packaging our product. Since 2009, the Corporation has been involved in tree-
planting within it vast land.

t



KENYAORDNANCE
FACTORIES CORPIORATION 2OT32OI'

STATEMENT OF DIRECTORS RESPONSIBILITIES

The Public Finance Management Act,2012 and the State Corporations Acl require
the Directors to prcpare financial statements in respect of Kenya Ordnance Factories
Corporation which gives a true and a fair view of the state of affairs of the
Corporation as at the end of the financial year and of the operating results of the
year. They are also required to ensure that the corporation maintains proper
accounting records which disclose with reasonable accuracy at any time the financial
position of the Corporation. They are also responsible for safeguarding the assets of
the Corporation.

The Directors are responsible for the preparation and presentation of the State
Corporations financial statements which give a true and fair view of the state of
affairs of the Corporation for and as at the end of the f,rnancial yeat 2013/2014 ended
on June 30, 2014. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the financial position of the
Corporation; (iii) designing, implementing and maintaining internal contols relevant
to the preparation and fair presentation ofthe financial statements, and ensuring that
they are frre from material misstatements, whether due to erK,r or fraud; (iv)
safeguarding the assets of the Corporation; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are re-asonable in the
circumstances.

The directors accept responsibility for the Corporations hnancial statements, which
have been prepared using appropriate accounting policies supported by reasonable
and prudent judgment and estimates, in conformity with International Public Sector
Accounting Standards IPSAS) and in the manner required by the PFM Act and the
State Corporation Act. The Directors are of the opinion that the Corporations
financial statements give a true and fair view of the state of the Corporations
transactions during the financial year ended June 30, 2014, and the Corporation
financial position as at that date. The directors further confirm the completeness of
the accounting records maintained for the Corporation which have been relied upon
in the preparation of the Corporation's financial statements as well as adequacy of
the systems of intemal financial conml
Nothing has come to the attention of the directors to indicate that the Corporation
will not remain a going concern for at least next twelve months from the date of this
statement.
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KEI\ryA ORDNA.IICE
FAC:TORIES CORPORATION 2OT3I2OI'

Approval of the financial statements

The Corporation financial statements were approved by the Board on
.......2014 and signed on its b€half by:

Director. . .. . .. . Director

l0



KEhIYA ORDNAI{CE
FACTORIES CORPIORATION 20 I3/2OI'

REPORT OF THE INDEPENDENT AUDITORS ON KENYA ORDNANCE
FACTORIES CORPORATION

We have audited the accompanying financial statements of Kenya Ordnance
Factories Corporation for the year ended June 30,2014 which comprise: (i) a
statement of financial performance; (ii) a statement of financial position; (iii) a
statement of changes in net assets: (iv) a statement of cash flows; (v) a statement of
comparison of budget and actual amounts and (v) summary of significant accounting
policies and other explanatory information.

Menrgement's responsibility of the finencirl itrtements

The Corporations Management is rcsponsible for the preparation and fair
presentation of the financial statements in accordance with Intemational Public
Sector Accounting Standards, and for such internal control as the management
determines is necessary to enable the preparation of financial statements that are free
from material misstatemenB, whether due to fraud or error.

Auditors' responsibility

Our responsibility is to express an opinion on the financial statements based on our
audit. We conducted our audit in accordance with the tntemational Standards on
Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the
tinancial statements are free from material misstatements.
An audit involves performing procedures to obtain audit evidence about amount and
disclosures in the financial statements. The procedure selected depend on the
auditors' judgmen! including the assessment of the risk of material missEtement of
the financial statements, whether due to fraud or error. In making those risks
assessments, the auditor consider intemal control relevant to the Corporation
preparation and fair presentation ofthe financial statements in order to design audit
procedure that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Corporation internal conhol. An
audit also includes evaluating the appropriateness of accounting policies used and
reasonableness of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements. We believe that the audit
evidence we have obtained is sufticient and appropriate to provide a basis of our
audit opinion.

ll



tt KENYA ORDNA.I\'CE
FACTORIES CORPIORATION 2OT3NOT'

Opinion

ln our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Corporation as at June 30, 2014, and its
financial performance as well as cash flows for the year then ended in accordance
with I nternational Public Accounting Standards.

Auditor General Date
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NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL ON KENYA ORDNANCE FACTORIES
CORPORATION FOR THE YEAR ENDED 30 JUNE 2OI4

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Kenya Ordnance
Factories Corporation as set out on pages 13 to 40, which comprise the statement
of financial position as at 30 June 2014, and the statement of comprehensive
income, statement of changes in reseNes, statement of cash flors and statement
of comparison of budget and aclual 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 14 of the Public Audit Act, 2003. 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.

Management's Rasponsibility for the Financlal Statements

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

The management is also responsible for the submission of the financial
statements to the Auditor-General in accordance with the provisions of Section 13
of the Public Audit Act, 2003.

Auditor-General's Responsibility

My responsibility is to express an opinion on these financial statements based on
the audit and report in accordance with the provisions of Section 15(2) of the
Public Audit Act, 2003 and submit the audit report in compliance with Article
229(71 ot the Constitution of Kenya. The audit was conducted in accordance with
lnternational Standards of Auditing. Those standards require compliance with
ethical requirements and that the audit be planned and performed to obtain
reasonable assurance about whether the financial statements are free from
material misstatemenl.

1
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An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. ln
making those risk assessments, the auditor considers internal control relevant to
the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the efFectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the
management, as well as evaluating the overall presentation of the financial
statements.

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

Basis lor Adverce Opinion

't.0 NonCurrent Assets

1.'l Land

As reported in the previous years, the Corporation has title documents for land
measuring 727.7 hectares on which the factory stands. However, the Corporation
requested the Government to allocate it an additional 908 hectares to enable it
attain the required safety distance for the factory, subsequent lo which an
allotment letter for the additional land was issued. The process of surveying the
908 hectares started in February 201 1 but it stalled due to squatters who could not
allow surveyors access to the land in the buffer zone. The buffer zone is
necessary to ensure safety of the people in the neighbourhood and security of the
factory in accordance with lnternational Standards.

ln addition, all parcels of land including land registration numbers
Kakamega/Sango/1970, LR No.27206l1 and LR No.2720612 measuring 0.48
hectares, 2!{5 hectares and 727.1 heclares respectively have not been valued
and included in the financial statements.

1.2 Fixed Assets Register

The Corporation did not during the year under review update the fixed assets
register and ledgers. Further, the Corporation failed to provide for audit review the
detailed schedules in support of building, and civil works, waterline and civil works,
work in progress, plant and equipment, motor vehicles, furniture and fittings.

Consequently, the accuracy of the fixed assets balance of Kshs.3,094,166,785 as
at 30 June 2014 could not be confirmed.

2
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2.0 Unsupported lnventory Balance

The financral statements show inventory of Kshs 1,070,068,335 as at 30 June
2014 indicated as havrng been valued at lower of cost and net realizable values.
However, records availed for audrt review reflected an amount of
Kshs.992,762,545 resulting in an unexplained and unreconciled vaflance of
Kshs 77,305,790.

Consequently, the accuracy of the inventory figure of Kshs 'l,070,068,335 as at
30 June 2014 could not be confirmed.

3.0 Trade and other receivables

As reported rn previous years, trade and other receivables balance of
Kshs 161,740,956 as at 30 June 2014 includes tax recoverable from Kenya
Revenue Authority of Kshs.36,475,371 which has been outstanding for the last
eight years, Further, another tax refund claim of Kshs 12,859,976 has not been
recovered for the past 't3 years and no provision was made by lhe corporatlon in
201312014 to cover the uncertainty of collectability of the refund.

Consequently, the accuracy of the trade and other recetvables balance of
Kshs.161 ,740,956 could not be confirmed.

4.0 Cash and Bank Balance

The statement of financral posrtion as at 30 June 2014 reflects cash and bank
balance of Kshs 9,096,966 which includes cash at bank of Kshs.6,484,965 The
cash at bank balance of Kshs.6,484,965 rs arrrved at afler an adjustment of
Kshs 39,823,799 However, details of the adlustment totaling Kshs.39,823,799
have not been provided for audrt revrew.

Consequently, the valrdity and accuracy of the cash and bank balance of
Kshs 9,096,966 as at 30 June 2014 could not be confirmed

Adverse Opinion

ln my opinron, because of the srgnificance of the mafters drscussed rn the Basts for
Adverse Opinion paragraph, the financial statements do not present fairly, the
financral position of the Corporatron as at 30 June 2014 and of tts financtal
performance and its cash flows for the year then ended in accordance wtth
lnternational Financral Reportrng Standards and does not comply wtth the
Companres Act, Cap. 486 of the Laws of Kenya.

3
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Other Matter

Financial Performance

During the year under revrew, the Corporation recorded a net loss of
Kshs.78,682,828 as compared to a loss of Kshs.68,481,899 during the year
2012120'13 whrch brought the cumulatrve revenue reserves to a negatrve of
Kshs 832,208,536 as at 30 June 20'14. Sales also reduced to Kshs.476,790,350
during 2013/2014 as compared to Kshs 647 ,122,682 dunng the prevrous year.

lf strategres are not put in place to reverse the trend, the corporation may
experience financial challenges as and when debts fall due.

Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

4 August 2015
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KEITIYA ONDNAI{CE
FACTORIES CORPORATTO e0t3,20.ta

STATETEHT OF FTNAI{CIAL PERFORXAilCE

FOR THE YEAR ENOED ?OIgi,I2O14
YEAR ENDED

2013-2Ol /+

KSHS

YEAR ENDED
20t2-20t3

KSHS

u7,12?,@2478.790,350

(762.839.343)

SALES

COST OF SALES
GROSS

TRADING (LOSS)/PROFIT

FARM INCOME
OTHER INCOME
RECURRENT GRANT
FAIR VALUE GAIN(LOSS) ON BIOLOGICAL ASSET
ADMINISTRATIVE EXPENSES
OTHER OPERATING EXPENSES (Audn Feo Provcton)

OPERATING (LOSSYPROFIT

FINANCE (COSINNCOME

(LOSSI/PROFIT BEFORE TAX

PROFIT/ LOSS AFTER TAX

(285.848,993) (11'.t .559 ,n2\

(285,848,993) (101,559,22)

NOTE

3

4

10

048.6A2.4 \

5
6
7
I
I

58,637,444
87 ,4{.2,23A

270,135.914
54,2U.372

(271.688.763)
(812.000)

10.960,930
115.001,710
85,404,378

(188,191.509)
(812.0@)

(87,929.789)

9.246.961

(77.196,263)

8,714,383

t78.682.828t (68,481.899)

(7E.682.82E) (68,48',899)

t3



STATEIIIENT OF FINANCIAL POSITIO}.I

AS AT 30/06/2014

NON-CURRENT ASSETS
FIXED ASSETS

CURRENT ASSETS
INVENTORY
BIOLOGICAL STOCKS
CASH ANO BANK BALANCES
SHORT TERM INVESTMENT
TRADE AND OTHER RECEIVABLES
TAX RECOVERABLE

EQUITY AND LIABILITIES

EOUITY

GOVERNMENT INVESTMENT
REVALUATION SURPLUS
REVENUE RESERVES

CURRENT LIAtsILINES
TRAOE ANO OTHER PAYABLES

TOTAL EQUITY AND LI,ABILINES

KENYA ORDNANCE
FACTORTES CORPORATIOT'r 20.r 3/20r,a

2012-2013
KSHS

NOTES

11

2013-201'l
KSHS

3 094 166,785 3,155.179 $4
3,094,166.785 464

12
t3
14
t5
't6

17

1.070,068,335
14't,498.800

9,096.966
341 ,000.000
161,740,956

12.859,976

1.033,032,2EO
E7 ,294,428
48.909,616

328,000,000
2U,927,523

12 859,976
1,736,265.033 775.023,0231

4,830.431.817 4.930.203.286

5, 122,530.513

(832.204 536)

5.122,530.513
37 670.C72

(753,525,708)
4,327,992,019 1,&6,671,87f

't8 502 439 788 523.528.409

4.E30,/(,1,817 d93O,203,286

The financial stabments w6re approved by the Board of

half

.........(Oirector)
MAJ GEN WAWERU KA (Rtd) Gan L K TUMBO

by

....(Msnaging Oircctor)
CBS,'ndc'(X),'cgsc'(USA)

'tt



I(ENYA OiDT{A'TCE
FAcrOnEs CORPORATION 201 E201/a

STATEI,IEI{T OF CHAilGES IN iIET ASSETS

FOR THE YEAR ENDEO 30061201,1

GOVERNMENT REVALUANON
IITIVEST ENT SURPLUS

KSHS
4,987,530,513 37,670,072

REVENUE
RESERVE

KSHS
(685,043.808)

TOTAL
KSHS

4,3/,0,156,777

r

BALANCE AS AT 1st JULY 20'13

Net (Losg)/Prollt for the Year (68,481,9@) (68,4€|1,900)

Capitation Grants Rec€ived
during th6 Year 20'|.2 - 2013 135.0@,@0 135,000,000

Rovaluation surplus
Prior Yoar Adjusiment of Ravaluation
Surplus

BALANCE As AT 3(xh JUNE mi3 5,i2e53o"ir3@
BALANCE AS AT lst JULY 2013 5,122,530,513 37,670,072 (753.525,708) 4Acf.674317

N6t (LossyProfit for tha Ysar

Capital Grants Receivod
during the Yaar 2013 - 2014

Biologic{rl Stocks

BALANCE AS AT 3oth JUNE 2014

(78,682,828) (78,682.828)

5.121.530.513 37.670.072 fE32,208,5361 .t.327.902.049

,l5



STATETIEilT OF CASH FLOWS

FOR THE YEAR ENDED 30/06/201,3

OpeEting Activitia3
(Loss)/Profit before tax
Adjustsnents for
lntsrest lncome
Oepeciation
lncrease in fatr value of Biological Assets

Changes in working capilal:
ln66as6(Oecr€ase) rn Stocks
lncr€ase/(D€qease) in Debtors and prBpayments
lncrease/(Decr6ase) incr€ditors and accruals
Cash g€nerated from op€rations
Tax paid
Net Cash used op€rating activities

lnvattng rctivities
Purchase of fixed assets
lnteresl recaived
Net cash used fior rnvesttng activrtles

Financing lctivitica
Govemm€nt lnvestment
lncrease/(Decrease) in cash and cash equivalents

Movement in cash and cash equivalents

At 1st July 2013
lncr3ase/(Oocrease) dunng the year
Cash and Cash Equrvalent as at 3oth June 2014

XEI'IYA ORONAiICE
FACTORIES CORPORATIOIT,I 201 3201/t

YEAR ENDED
201 2-20 t 3

KSHS

YEAR ENDEO
2013-2014

KSHSNOTE

19

20
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(15.788,925)
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376,909,616
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KEI\ryA ORDNA.I{CE
FACTORIES CORPORATION 2OI3I2OI{

Notes to the Financial StatemenS:

l. Strtemcnt of complirncc ud besis of prcperrtion - IPSAS 1

The Kenya Ordnance Factories Corporation financial statemenB have been prepared in accordance
with and comply with Intemational Public Sector Accounting Standards (IPSAS). Thc financial
statements arc prcsented in Kenya shillings, which is the functional and reporting currency of the
Corporation. Thc accounting policies havc been consistently applied to all the years prcsented.

The financial statements havc been preparcd on the basis of historical cost, unlcss stated otherwise.
The cash flow statement is prepared using the direct method. The financial statements are prepared

on accrual basis.

2. Summary of Signifrcant Accounting Policies

t. Rcvcnuc recognition

Rcvcnuc from non-crchrngc trensrctions - IPSAS 23D

Fccs, texes rnd fincs: The Corporation rccognizes revenues from fees, taxes and fines
when the event occurs and the asset recop.ition criteria are met. To the extent that there is a related
condition altached tbat would give risc to a liabitity to repay the amount, deferred income is
rccognized instead of revenue. Othcr non-exchange revenues are recognized wheo it is probable
that the future economic benef,rts or service potential associated with the asset will flow to the
Corporation and the fair value of thc asset can be measurcd reliably.

Trensfcrs from othcr govcrnmcnt cntitics: Revenues from non-exchange transactions
with other government entities are measured at fair value and recogrrized on obtaining control of
the asset (cash, goods. services and property) if the transfer is free from conditions and it is
probable that dre economic bencfits or servicc potential related to the asset will flow to the
Corporation aod can be measured reliably.

iD Rcvcnuc from exchengc trrnsectioos - IPSAS 9
Rendering of scmiccs.' The Corporation recop.izcs revenue from rendering of services by
refcrence to the stage of completion when the outcome of the transaction can be estimated reliably.
The stage of completion is measured by reference to labour hours incurred to date as a percenrage
of total estimated labour hours.

Where the contract outcome cannot bc measured reliably, revenue is recogrized only to the extent
that the expenses incurred are recoverable.
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Solc of goods: Rcvenue from the sale of goods is recognized when the significant risks and
rewards of ownership have bcen transferred to the buyer, usually on delivery of thc goods and
when the amount of revenue can be measured reliably and it is probable that the economic benefits
or scrvice potential associated with the ransaction will flow to the Corporation.
Intercsl income.' Interest income is accnred using thc effective yield method. The cffective
yield discounts estimated future cash receipts through the expccted life ofthe hnancial asset to that
asset's net carrying amount. The method applies this yield to thc principal outstanding to
determine interest income each period.

b) Budgct informrtion - IPSAS 24

The annual budgct is prcpared on thc accrual basis, that is, all planned costs and income are
prescnted in a single statement to determine the needs of the Corporation. As a result of the
adoption of the accrual basis for budgeting purposes, there are no basis, timing or Corporation
differcnces that would require reconciliation between the actual comparable amounts and the
amounts presented as a sepaErte additional financial statement in the statement of comparison of
budgct and actual amounts.

c) Trxcs - IAS 12

Cuncnt income tcx.' Current income tax assets and liabilities for the current period are measured
at the amount expected to be recovered from or paid to the taxation authorities. The tax rates and
tax laws used to compute the amount are 6ose that are enacted or substantively enacted, at the
rcporting date in the area where the Corporation operates and generates taxable incomc.

Current income tax relating to items recognizcd dircctly in net asserc is recognized in net assets
and not in the statement of hnancial perfiormance. Management periodically evaluates positions
taken in the tax retums with rcspect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

Dclened tor: Deferred tax is provided using the liability mcthod on temporary differences
betwecn the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the rePorting date.

Defened tax liabilities are recognized for all taxable temporary differcnces, except in rcspect of
taxable temporary differences associated with investrnents in controllcd entities, associates and
intercsts 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.

Defened tax assets are recognized for all dcductible tcmporary differences, the carry forward of
unused tax credits and any unused tax losses. Dcferred tax .rss€ts are recognized to the extent that
it rs probable that taxable profit will be available against which tbe deductible temporary
differences, and thc carry forward of unused tax credits and unused tax losses can bc utilized,
excePt in respect of deductible temporary diffcrences associated with invesnnents in conrolled
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entities, associates and interests in joint vcnh[es. defened tax ass€ts are recognized only to the
extcnt that it is probable that the tempomr] diffcrences will reverse in the forcsceable future and
taxable profit will be available against which the tcmporry diffcrcnces can be utilized.

The carrying amount of deferred tax assets is revicwed at each reporting date and reduccd to the
extcnt that it is no longer pmbable that sufEcient taxable profit will be available to allow all or part
of Se defened tax ssset to be utilized. Unrecopized deferred tax assets arc re-asscssed at each
rePorting date and are recognized to the extcnt that it has become probable that future taxable
profits will allow 6e defened tax assct to bc recovered.

Deferred tax assets and tiabilities are measured at the tax rarcs that are expcctcd to apply in the
year when thc asset is realized or the liability is senlcd based on tax rates (and tax laws) that have
been enacted or substantively cnacted ar the reporting date.

Dcfcficd tax rclating o items recognizcd outside surplus or deficit is recogr.ized outside surplus or
deficit.

Deferred tax items are recogrized in corrclation to the undcrlying ransaction in net assets.

Defcned tax assets and defcrred ax liabititiet are offset ifa legally enforceable right cxists to sct
off currcnt tax asscts aeainst current income tax liabilities and the dcfencd taxes rclatc to thc same
axable Coryoration and the same taxation authority.

Salcs tc: Expenses and assets are r€cognizd net of the amount of salcs tex, except:

taxation authority, in which case, the sales tax is recognized as part of thc cost of acquisition of the
asset or irs part of the expense item, as applicable

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

The net amount of salcs tax rccovenble from, or payable to, Sre taxation au0rority is includcd as
part of receivablcs or payables in the satement of financial position.

d) Invcstmcnt property - IPSAS 15

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includcs the replacement cost of components of an existing investment property at the time
that cost is incurred if thc recogrition criteria are met and excludes the costs of day-to-day
maintenance of an invcstment property.

Investrnent property acquired through a non<xchange transaction is measured at its fair value at
the date ofacquisition. Subsequent to initial rccognitioq investmcnt properties are measured using
the cost model and arc dcpreciated over a 3O-year period.

lnvestncnt properties are derecogr.ized cither when thcy have bcen disposed of or when the
invcshent property is permancntly withdrawn from use and no future economic benefit or service
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potcntial is expected from its disposal. The difference between the net disposal procecds and the
carrying amount of the asset is recognized in the surplus or deficit in the period of de-rccogrition.
Transfers are made to or from investrnent propcrty only when there is a change in use.

c) Prrpcrty, phEt rnd cquipmcnt - IPSAS 17

All property, plant and equipment are stated at cost less acc,mulated depreciation and impairment
losscs. Cost includes expenditure that is directly attribuablc to the acquisition of the itcms. When
sipificant parts of prop€rty, plant and cquipment are required to b€ replaced at intcrvals, the

Corporation recop.izes such parts as individual asscts with specific useful lives and depreciates

them accordingly. Likewise, when a major inspection is performcd, its cost is recogrized in the
carrying amount of the plant and equipment as a replacement if the recop.ition criteria are
satisfied. All othcr repair and maintenance costs arc r€cognized in surplus or deficit as incurred.
Wherc an asset is acquircd in a non-cxchange transaction for nil or nominal consideration the asset

is initially measured at its fair value. The ennual depreciation ratcs in use are:

Building and Civil works 1.00o/o

Waterlinc and Civil works I .00o/o

Plang Equipmcnt and Machinery 2.50o/o
Motor Vchicles 25.No/o
Furniture and Fittings 5.00%
Computers 30.00%

f) Iotengiblc rsscts - IPSAS 3l

lnangible assets acquired separately are initidly recognized at cost. The cost of intangible asscts

acquircd in a non-exchange transaction is their fair value at thc date of the cxchange. Following
initial recognition, intangible assets are carried at cost lcss any accumulated amortization and
accumulated impairment losses. lntemally generated intangible assets, excluding capialized
dcvelopment costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred. The useful life of the intangible asscts is assessed as

either flrnite or indefmite.

d Rcscrrch rnd devclopmcnt costs

The Corporation expenscs research costs as incurred. Dcvelopmcnt costs on an individual project
are recogrrizcd as intangible assets when the Corporation can dcmonsrate:

) The technical feasibility of completing the asset so that thc assct will be available for use or
sale

> Its intcntion to complete and its ability to use or sell the asset

D How the asset will generate firture economic bencfits or sewicc potcntial

) The availability of resources to complcte the assct
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) The ability to measure reliably the expenditure during development

Following initial recogrition of an asset, the asset is carried at cost less any accumulated
amortiz-tion and accumulated impairment losses. Amortization of the asset begins when
development is complerc and the asset is available for use. It is amortizcd over the period of
cxp€cted future benefit. During the period of development, thc a.sset is tcsted for impairment
annually with any impairment losses recognized immediarcly in surplus or deficit.

h) Biologicrl Asscts
Living plants with probable future economic benefits, which arc owned and controlled by rhe

Corporation arc accounted for as biological assets. Biological assets and agricultural producc are
measured at their fair value less estimated point of sale cost,

The fair value of thc biological asseB and agriculnrral producc that have an active market is
determined using the quoted prices in the market. The fair value of the biological assets that do not
have an active markct is determined based on the present value of the expected net cash flows
discounted at t}te current market determined pre tax borrowing rate.

The fair value of the Corporation newly planted crops is estimatcd by reference cost incurred on
the crops up to the reporting date.

Point of sale costs include commissions to brokers and dealers, levies by regulatory agencies and

transfer taxes and duties but exclude tiansport and other necessaq/ to get the assets to the markets.

For Financial reporting purposes, the Corporation classifies its biological assets as follows:

Consumable Biological Assets: Consumables biological ass€ts are those that are to be

harvested as agricultural produce or sold as biological assets.

Bearer Biological Assets: Other Biological assets are classified as bearer biological assets.

Gains or losses arising on initial rccocoition of biological assets and agricultural produce and from
changcs in fair value less point of salc costs arc recognizcd in the income statement for thc ycar.

h) Finrnciel itrstnrmcots - IPSAS 29
Fiaoncial asset
Initial recognition and mcasureacn.. Recognition and Measurement are classified as

financial ,rssets at fair value through surplus or deficit, loans and receivablcs, hcld+o-maturity
invcstmcnts or availablc-for-sale financial assets, as appropriate. The Corporation dctermines the
classification of is financial asses at initial recognition.
I-oons ond reccivablcs: Loans and rcceivables are nonderivative furancial assets with fxed
or determinable payments that are not quoted in an active market. After initial measurement, such
frnancial asseB are subsequently measured at amortized cost using the effective interest method,

24



KEI\IYA ORDNA.II{CE
FACTORIES CORPORATION 20 I3/2OT'

less impairmcnt. Amortized cost is calculated by taking into account any discount or premium on
acquisition and fces or costs that are an intcgral part of the effective interest rate. Losses arising
from impairment are recop.izcd in the surplus or deficit.
Hcld-anauiry.' Non-dcrivative financial assets witi fixed or determinable payments and
fixcd maturities are classified as hcld to maturity whcn the Corporation has the positive intention
and .bility to hold it to maturity. After initial mcssurcment, held+o-maturity investncnts are
measured at amortized cost using dre cffective intcrest metho4 less impairmenL Amortizcd cos is
calculatcd by taking into eccount any discount or premium on ecquisition and fees or costs that are
an integral part of thc effective intcrest rate. The losscs arising from impairrnent are recognized in
surplus or dcfrciL
hEairaent offnaaciol ossco: The Corporation ilsscsses at cach reporting date whether
trere is objective evidence that a frnancial asset or a Corporetion of finatcial asscts is impaircd. A
financial asset or a Corporation of -nancial assets is decmed to be impaired i[, and only i[, thcre is
objcctive evidencc of impairment as a result of onc or more evcnts that has occurred aftcr the
initial recognition of the asset (an incurred 'loss cvcnt') and that loss event has an impect on the
estimated funue cash flows of thc financial asset or the Corporation of finrncial asses that can be
reliably estimated. Evidcnce of impeirment may include the following indicators:

D The debtors or a Corporation of debtors are experiencing sipificant financial difficulty

D Default or delinquency in inrcrest or principal payments

) Thc probability that debtors will entcr bankuptcy or other finaxrcial reorganization

) Observablc data indicates a measurable dccreesc in estimated frrtrne cash flows (e.g. changes
in arrears or economic conditions that correlatc with defauls)

i) Fiaancialliabilitics
Initial rccogaitioa aad mcasweacaL' Financial liabilities within the scope of IPSAS 29 are
clessified as Frnancial liabilities at feir value through suplus or deficit or loans and borrowings, as
appropriate. The Corporation dercrmines the classification of its financial liabilities at initiat
rccognition. All Frnancial liabilitie.s are recognized initially at Fair value and, in the casc of loans
and borrowings, plus directly atu'ibuteble ransaction costs.
Loans and borrowiag: After initial rccopitiotr, intercs bearing loans aod borrowings are
subsequcntly measured at amortized cost usinS thc effective intercst method. Gains and losscs are
reeognized in surplus or deficit whcn the liabilities are derecognized as well as thmugh the
effective intercst method amortization process.

IPSAS 29.65

Amortized cost is calculated by talcing into account any discount or premium on acquisition and
fees or costs that are an inrcgral part ofthe effectivc interest ratc.
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j) lnvcntories - IPSAS 12

Inventory is measurcd at cost upon initial recogrrition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost). the cost of the inventory is

its fair value at the date of acquisition. Coss incurred in bringing each product to is present

location and conditions are accounted for, as follows:

) Raw materials: purchase cost using the wcightcd average cost method

) Finished goods and work in progress: cost of direct materials and labour and a proportion of
manufacturing overheads based on thc normal operating capacity, but excluding borrowing
costs

After initial recognition, inventory is measured at the lower of cost and net rcalizable value.
However, to the extent that a class of inventory is disnibuted or deployed at no chargc or flor a
nominal charge, that class of inventory is measurcd at the lowcr of cost and cunent replacement
cost. Net realizable value is the estimatcd selling price in the ordinary coursc of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution. Inventories are recopized as an cxpense whcn deployed for utilization or
consumption in the ordinary course of opcrations of the Corporation.

k) Provisions - TPSAS 19

Provisions are recognized when the Corporation has a present obligation (lcgal or constructive) as

a result of a past event, it is probable that an outflow of resourccs embodying economic bcnefits or
service potential will be required to settlc the obligation and a reliable estimate can be made of the
amount of the obligation. Where the Corporation exp€cs some or all of a provision to be

reimbursed, for example, under an insurance contract the rcimbursement is recognized as a
ssparate asset only when the reimbursement is vimrally cenain. The expense relating to any
provision is prcsented in the statement of financial performance net ofany reimbursement.
Contingcnl liabirirr'rs.'The Corporation docs not recognize a contingent liability, but discloses
details of any contingcncies in the notcs to thc financial statements, unless the possibility of an

outllow of rcsourccs cmbodying economic benefits or service potcntial is remote,

Contingenl 4ssers.' The Corporation does not recognize a contingent asset, but discloses details of
a possible asset whose existcnce is contingent on thc occurrence or non-occlurence ofone or more
uncertain future events not wholly within the control of the Corporation in the notes to the
frnancial statemcnts. Contingent assets are asscssed continually to cnsure that dcvelopments are

appropriarcly reflected in the Frnancial statemcnts. [f it has become virtually certain that an inflow
of economic benefits or service potential will arise and the asset's value can be measured rcliably,
the asset and the related rcvenue are recopized in the financial statements of the period in which
the changc occurs.
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l) Neture end purposc of nes€racs

The Corporation crcates and maintains nescryes in terms of spccific requiremenB. Corporation
states the rescrves mahtained and appropriaa policies adopted.

m) Chengcs in rccoonting policics tnd etiErtcs - IPSAS 3
Thc Corporation recognizcs drc effects ofchanges in accounting policy retrospectively. Thc effccs
of changes in accounting policy are applied prospectively if retrospective applicrtion is

impractical .

r) Employcc bcnclits - IPSAS 25
Rctircmcut bcrcfit plenr: The Corporation providcs retiremcnt bcnefits for its employees.
DeFmcd contribution plans are post employmcnt benefit plans utr6.t which an Corporation pays

Fxcd contibutions into a s€parate Corpqation (a firnd), and will have no lcgal or constructive
obligation to pay further contributions if the fimd does not hold suffcient asses to pay all
employee benefits rclating !o employee service in the currcnt and prior p€riods. Thc contributions
to fund obligations for the payment of rctirement bcnefits are chargcd against income in thc year in
which thcy bccome payable.

Defined bcnefit plans are post-employmert bencfit plans other than defined-contribution plans.
The defincd benefit funds are actuarially valued tri-annually on thc projected unit crcdit method
basis. Deficits idcntificd are rccovered through lump sum paymene or increased future
contributions on proportional basis to all participating cmploycrs. The contributions and lump sum
paymens rcducc the post-employmcnt bcncfit obligrtinn.

o) Foreign cuffctrcy tnusections - IPSAS 4

Transactions in foreign cuLrrcncies are initielly accountd for at the nrling rate of exchange on the

date of the transaction. Trade crcditors or debtors denominated in forcign curcncy are rcported at
the satement of Frnancial position rcporting &rc by applying the cxchange rate on that date.
Exchangc differences arising from the scttlemcnt of creditors, or from the reporting of creditors at
rates different from those at which thcy were initially recorded during thc period, are recognized as

income or expenses in the period in which thcy arise.

p) Borrowing cmts - IPSAS 5
Borrowing costs are capialized against qualiffing asscts as part of propcrty, plant and equipment.
Such borrowing costs are capialized over tle period during which the asset is being acquired or
constructed and borowings have been incurred. Capitalization ccascs when construction of the
asset is complete. Further borrowing coss are charged to the statement of financid perfomtance.

q) Reletcd prrtia - IPSAS 20
The Corporefion regards a related party rrs a person or an Corporation with the ability to cxert
control individually or jointly, or to exercise significant influence over the Corporation, or vice
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versa. Mcmbers ofkey management are regarded as related partics and comprisc the managers and
scnior managers.

r) Scrvic.c conccssion trrrngcmcots - [PSAS 32
The Corpontion analyscs all aspects of scrvice concession arrangemcnts that it crtcrs into in
daermining the appropriarc accounting tneahcnt and disclosurr requiremcnts. tn particular, wherc
a private party contributes an asset to the arrengemen! the Corpomtion r€cognizes that assct whcn,
and only whcn, it contnols or regulates the scrviccs the operetor must provide together with the
asset, to whom it must provide thcrr, rnd at what pricc. ln the casc of asscts other than 'whole-of-
life' asseB, it controls, through ownership, bencficial entitlcmcnt or otherwise - any sipificant
rcsidual interest in thc asset at the end of the arrangemcnt. Any asscts so recognized are mcasured
at thcir fair valuc. To the extcnt that an assct hrs bccn rccogrized, 6c Corporation also recognizcs
e corrcsponding liability, adjusted by a crsh considcration paid or received.

s) Crsh md crsh cquivelcnb
Cash and cash equivalents comprisc cash on hsnd and cash at badq short-tcrm deposits on call end
highly liquid investments with an original mrturity of three months or lcss, which are readily
convcrtiblc to known arnormts of cash and arc subjcct to insipificant .1r1 sf shangcs in value.
Bank account balances includc amounts held at the various commercial bants at the end of the
financial year. For the purposcs of thcsc finmcial statements, cash and cash equivalents also
include short term cash impr€sts and advances to authoriscd public officcrs and/or institutions
which were not surrendered or accounted for at the end of the financial year.

t) Comprntive figurcs
Wherc necessary comparative figures for the previous financial year have been amended or
reconfigured to confomr to thc rcquired changes in prescntation.

o) Significrnt judgmcats end soorrrs of Gstimrtioo onccrtrinty - IPSAS I
Thc preparation of the Corporation's financial strtements in conformity with IPSAS requires
managemcnt to make judgmenB, estimatcs and assumptions that affcct thc repored amounts of
Fevenucs, expcnscs, ass€ts and liabilitieq and the disclosure of contingent liabilities, rt thc cnd of
the reporting pcriod. However, unccrrainty about these assumptions and estimales could result in
outcomes that require a material adjustnent to the carrying amount of the assct or liability effccted
in futurc periods. State all judgcmens, estimates and assumptions made: e.g

Estimous and ossumptions:T"be kcy assumptions conceming the futurc and othcr key sources of
estimation unccrtainty at the reporting datc, that have a sigp.ificant risk of causing a material
adjustment to the carrying amounts of asscts and liabiliries within the ncxt financial ycar, arc
described below. The Corporation based its asstmrptions and estimatcs on parameters available
when the consolideted financial statements were prepared. However, existing circrrmstances and
assumptions about futurc dcvclopments may changc due to market changes or circumstsnccs
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arising beyond the control of the Corporation. Such changes are reflected in the assumptions when
they occur. IPSAS I . 140

Usclul lives and residaal values:The useful lives and rcsidual values of assets are assessed using
the following indicators to inform potential future use and value from disposal:
) Tbe condition ofthe asset based on the ass€ssment of experts employed by the Corporation
) The nature of $e asset, its susceptibility and adaptability to changes in technolop and

processes

) The nature ofthe processes in which the asset is deployed
F Availability of funding to replace the asset

) Changes in the market in relation to the asset

Provisions:Provisions were raised and management detennined an estimate based on the
information available. Additional disclosrne of these estimates of provisions is included in Note
f6.

hovisions are measured at the management's best estimate of the expendiure required to settle the
obligation at the reporting date, and arc discounted to pr€s€nt value where the effect is material.
Assumptions were used in determining the provision for rehabilitation of landfill sites. Landfill
areas are rehabilitated over years and the assumption was made that the areas stay the same in size
for a number of years. Provision is made for the estimated cost to be incurred oD the long-term
environmental obligations, comprising expenditure on pollution cortrol and closurc over the
estimated life of the landfill. The provision is based on the advice and judgment of qualified
engineers. The estimates arc discotmted at a pre-tax discount rate that reflect current market
assessments of the time value of money. The increase in the rehabilitation provision due to passage
of time is recognized as finance cost in the statement of financial performance.

The cost of ongoing programs to prevent and control pollution and rehabilitate the envimnment is
recognized as an expense when incurred.

v) Subscqueot cverts - IPSAS l,{

There have been no events subsequent to the hnancial year end with a significant impact on the
financial statements for the year ended June 30. 2014.
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Notes to the Financial Statements Continued:

3. Sales
201.1

Kshs
470.936,703

5,853.647

KEI\ryA OR.DNA.NICE
F'ACTORIES CORPORATION 2OI JI2OI 4

20r3
Ks hs

601,191,760
45 930 922

476.790.350 647.t22.682

,,\mnrunrtron Salcs
Iiahrrcatron and z\uxrlrary repairs

{. Cost of Sales

Opcnrnr Stocks ol'tinrshed goods
Production cost ol'tinrshed goods
Closrng stock o1' finrshcd goods
Cost of Salcs

5. l'arm lncomc

Shcllcd lVlarzc

lloma llhodcs
iVlaizc Chcnga
i\laizc Irlour
Marzc Bran

6. () ther Incomc

Ptpcd \\'atcr
llottlcd Watcr
Scrap \4cral
Bakcn Products
lnsurancc Rclunds

'7. Rccurrent (l rant

Operational (irant
Othcr (irant
-l'otal govcrnmcnt grants and subsidies

52
5

I

201.1

Kshs
168.910,073
797.174.447
203 455 177

762,639313

2013
Kshs

184,850,329
732,742.t98

168 073
74E,682,,454

2013
Kshs

10.960.910

10,960,930

2013
Kshs

4.825.485

t10,t76.225

I15,00r,710

2013
Kshs

13 5,000,000
85.404.378

220,,404,378

2011
Kshs

.2 86.53 3

. I 40.361

.l 77.350
t8.000
t5 200

58,637,t{{

2011
Kshs

3.665.47 4
I 7.480.9 r 9
44.352.361
19.915.173
2.028.3 r r

81,112238

201{
Kshs
149.362.248
t20.773.666
270,135,91{
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E. Fair !'alue Gain/( [,oss) on Biological Assets
201J
Kshs

Fair value at the beginning of the year t7,294,428
Decrease in Fair lalue due to hanesting (.12.0j9.S26)
.{dditional at Cost +2,059,526
Fair Value loss arising from physical changes 54,2O4,3i?
Falr Vrlue 8t the end of the yeer l{1,{m,800

201{
f,shs

KE.TYA ORDN.I\CE
F.TCTORIES CORPOR\TIOI{ 20IJ/zOT{

20lJ
Kshs
87.29{.4:E

20lJ
Kshs

Significant assumption made in the estimation of the fair lalue of the biological asses:
a. The market conditions rcrnain constant
b. Thc pr*ailing climatic conditions will not changc
c. The p,rice of farm inputs required to sustain the estimared yields will not ohange in the
entire pcriod considered to bc the life cycle of dre crope.

9. Administmtive Erpeman

Motor vehlcle runninq expenses 12.574,9*r
Travellnq and accommodatlon 4,518.896 4,426 892
AdministratEn salaries and allo/vances 75,562,801 60.728 642
Tel ne and
Com ex ses
Ofticial Entertainmert
Drrectors Fees

2 496 674 166,
213

262
610-.

3
715,370
3S9,501 1 150 ,608

1089 052856.137
Legal and Consultancv coo
Uniforms 402 100 242 716
Prrntn g and Statonery
Rents 1,446,95C 2.122.970
General slores 3.605,698 2
Trarnrnq 150 000 17A OO2

Research & Developrn ent Wefare. Gas & Solid Fuel 9,C00

Bank charqes a .)7^ nrE J,t -!,,wr 4

490 _ 343.466
4181 501

Medical expenses
Electnc 5.444,285

D€preciation
Motor vehrcles 2.219 4ffi 3r,550I
Buildrn and civil v,orks
Fumiture and fittinos

1 727 .313 727 3131

183.801 162,714
Waterline and civil works 951 898 951,698
Computers q 7A) /iaR 7 025 148

Advertsrnq 190.410 351 ,152
s and 392.413

Domstrc and housohold expenses,/Oftice
Equrgnents tfi 930 1.625 148
lnsurance

3l

2,689,332 3 010 809
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Notes to the Financial Statements Continued:

11. Prcperty Plant and Equlpmont

AS AT 30/0612014

cosr

BUILOING AIID WATERUT{E ANE WORI( IN
clvlL uloiKs ctvtL woRKs PRoGRESS

KSHS XSHS KSHS

PLAilT, EaUlPtrlENT a MOTOR VEHICLE FURNIIURE ANt COMPUTERS
MACHII'IENY FITTII{OE

XSHS KSHS KSHS KSHS

1st JULY 2013
CAPITALIZED
ADDITIONS

863,656,515 475,849,061 20,196,639

27,156,774

2,859,954,546

2,481,980

35,231,725

9,158,000

16,552,708

1,827 ,394

23,417 ,153

1,098,0r6

TOTAL

KSHS

4,294.850,347

41,722.144

863,656,515 475,849,061 47,353,413 2,862,438,526 44,389,725 18,380,102 24,515,169 4,338,560,51130th JUNE 2014
DEPRECATIOITI
ACCUMULATED AS AT
lsl JULY 2013 123,104,237

8,630,565

68.767.035

4,758,491

895,249,190

71,500,913

23,A ,%2

11.097,431

10,892,939

919,005

17 ,W4J20

5,742i*

1,13S,678,883

102,734,U3CHARGE FOR THE YEAR
ACCUMULATED AS AT
30th JUNE 2014

NET BOOK VALUE
30rh JUNE 2014

131 740w? 73,525,526 9€6,810,103 U 775 793 I 'l 81 t 944 23,748 558 1 242 413 726

731,915,713 402,3?3.535 47.353.413 1.895,626.423 9.610.932 6.568.158 788.611 3.094.166.78s

NET BOOK VALUE
30TH JUNE 2013 740,552,27A 407.082,026 20.196.639 1.96.4.705,356 11,550.363 5,659,76S 5,433.033

All assats are in the namo of Ministry ot Stale for Dstenc6 Managemsnt are in the procass of ranstemng these to tha Corporation
The Land ls yot to be valued, the Corpo@tion i5 in the process of consolidating all its land into one block lo facilitats th6 valualion process.

3, I55,179.484
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I0. F'inence Income - Uxternel investments

Irixcd I)cposr[s
-fotal tinance income - cxternel investments

12. I nvcntories

Raw matcrrals. Chcmicals and Tools/Dres
Oils and [.ubricants
Watcr Botthng Raw Materials
Frcld Krtchcn Nlatcnals
Work in Progress
Irinrshcd goods
Shcllcd Maizc Stock
Productron Scrap N1ctal
'I'otel inventories at the lowcr of cost end
Realizahlc value

l -1. lliological Assct

N1a rzc

\ssorlcd lrccs

I J ('ash and Cash Equivalents

Bank
Cash on I lund
-l'otal 

cash and cash cquivalents

15. Cash end Cash liquivelents

Short lcrrn Dcpostts

16. 'l'radc end othcr receivables

Current Receivables
,\mnrunrtion and Scn'rcc Dcbkrrs
Othcr [.rchangc Debtors
Claimablr: Valuc Addcd -l'ax

20tI
Kshs
9.246.961
9,216,961

2013
Kshs

8.714.363
E,714J63

2014
Kshs
483.6t3.426

1.552.162
3.66s.47 4

22.092.105
179.600.371
203,445.177

56.877.000
I19.222.620

1,070,06EJ35

2014
Kshs

2013
Kshs
61 I,836,933

2,lLB,440

33,109.842
t34,847,167
168.9 r0,073
50.744.400
31.465.425

1,033,032J80

2013
Kshs

40,231.61 5

47,062,8t3
87,294,728

2013
Kshs
46,I 36,788

2,772.828
48,909,616

2013
Kshs

328,000.000
328,000,000

2013
Kshs
7 5,34t,427

150,079,81 3

39,506,283
264,,927,523

12.059.526
99.439.271

r { I,{98,800

201{
Kshs
6.484,965
2.612,001
9,096,966

201.t
Kshs

14l 000 000
34r,000,000

2014
Kshs

39..121,002
85.844.s83
36.47 5.37 |
161,7{0,956
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17. Tar Recoverable

Tax Recoverable from KR.\

201.1
Kshs
12.859.976

18. Trsde and Other Pryables from erchange transactions
201{
Kshs

Trade payables 320,616,250
Pavments received in adv'ance I {0.000,000
C)ther payables +l,823.518
Total trade and other paylbles 502,{r9,768

19. Depreciationaud Atttortizatiott
20 t.t
Kshs

8.616.565
+.758.+91

71.56{).91-3

11.097.{31
y ty.t,u)
76 +38

10t.73{.8.tt

2t) lt
Kshs

-/.t-ro.//+
l.-t81.980
9. 158.000
1.827.-19-t
I,098.016

r 1.772.16{

20 t.t
Kshs
27.121.+t3
27,221,123

2013
Kshs
I1.859.976

2013
Kshs
37"1.{97.882
l-r0,000.000

9.010.527
52J,528,{09

2013
Kshs
8.636.565
+.7i8..19I

71.198.861
8.807.9_31

82 r'.635
7.025. I +6

r0l,55{,632

2013
Kshs

I i 7Qe Or<

2013
Kshs
20.907.506
20,907.506

)

Building and Ciril l{orks
lVaterline and Civil \['orks
Planl Equipment and \ Iechiner_r

\ lotor Vehiclcs
Furniturc and Fittings
Computers
Totel depreciation and amortizxtion

20. Purchase of Fixed Jssets

\\ilk il prlrgl'Ern (Tlrika plant, Baksrl )
Plant Equipmcn t& \lachine4'
.\Iotor Vellcles
Fumiturc and Firtings
Computers

21. Bulk Purchase uf clcclricitv

E lec tric i r-,*

Total bulk purchase

J5
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22. Related party Transactions
Kenx-a C)rdnancc Factories Corporation is a State Corporation managed b-," the \linisrr -"* of Defence
a1d tlrc Golcuurrsrrt i: thc only stakcholder with l00oo sharcholdtrg. Tltc Crlprlratiort haflsaots

with all govemment securir.l' agenoies. fhese transaotions are carried oul at munrsll) agreed terms

and are in the normal course of business.
During the )ear the following triursactions were entered into with related partics:

Sales to related parties:
20lJ ?013
Kshs Kshs

^{mmo Sales +76.790.350 617,122.662

Financial Grant

Employee Cost

KOFC personal Salaries and .\llowances
Seconded Personnel Salaries and .\llowances
Total Employee ;ost

Directors Allo$ ances

Direutor'; Allolvlrces
Total d i rectors rllowmces

23. Depreciationrnd..\morlization

Building and Civil \l'orks
\l'aterline and C ivil \\'orks
Plant t quipment and Nlachrnery
\htor Vehicles
Fuminue and Finings
Ccmput.rs
Total depreciation and rmortization

2{. Contracted Serdces

Lvgai afid uo sultan!y
Certifications
Insurance Brokeragc
Total contracted services

201{
Kshs
l3 5.000,000

201{
Kshs
l3l. t 02.138
120 666
251,873,00{

201{
Kshs

o-tu. I J /

a-ro, rir

201{
Kshs
8.6i6.565
{.75 8. {91

7t.i60.9Il
1 1,097.1-l I

9l 9.005

20lJ
Kshs
135.000.000

2013
Kshs
I I 7.01 7.76+

8J l0.t 378
201,r22,l{2

20 t3
Kshs

tr+o

I,0.18,683

20lJ
Kshs

8.636.5(t5
1.758"+91

7 t.-t9lr.lt6.a
8.807.931

8:7.635
75 Jl8

102.73d8{J

201{
Kshs

5.000
367,700

il {18 3+8

-) 025 t+D
101,55{,631

2013
Kshs

1-1.000

681.500
t 5.05.r.046

7

36

11,791,0{E 15,7{8,.160
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25. Cash generated from operations

Surplus, Dcficit tbr the -v-ear befbre ta.r

..ttdjusted for:
Depreciation
E'iaennp Iannma

Increase in fair value of biological assets
\1 orking Capital adjustment:
lnorcase in lnvento4'
Increase in receivables
lncrease in pal"ables
Net cash flow from operlting activities

20tl
Kshs

(78.682.828 )

l 02.73.t.8-t3
( 9.2 16.961 )

( 5.r.20+,372 )

(37.0-16.05t)
103. I 86.567
(21_088.6"il )

20lJ
Kshs
(68,.181.900)

101.55+.631
(8.711.-r53)

(-r0.253.007)
30. i7+.890
11 888 8-16

5,662.-rS.l 2,791,r06

26. Finaucial lirstrunrBnts ald Risk \Iatagcnlent
The Corporation acti\itie$ cxpose it to a vrrict] of financial risks. including market risks. credit
risks, liquidiry rish. operational risks and intsrest nsks. The Corporation o'"'erall risks management
program focuscs on the unpredictabiiiry ofhnancial markets to minimize potential adverse etfects
on the corporation financial perfbrmance.

Thc Board of Directors has overall responsibilin for thc establishment and oversight of the
Corp<.rration's risL managcmcni frumcrrork.

27 . Credit Risk \o collateral is held fbr an_r- of tlc alrorc assets and no receivables have had
their terms negotiated. None of the above assrrts are past due or impaired.

!3. Liquidity Risk \Iunagcmcnt: Liquidin'risk is rhe risk that the Corporation rvill
encountsr difficuhy'in meeting obligations from its financial l.iabil.ities when due al a rea-sonable

cosl -

Itudent liquidin risk management includes maintaining suffrcient cash for operirtions.
\[anagement monitors rollins forecast of the (-orporation's liquiditl resefte on the basis of
espected Dash flolvs.

29. Contingent Liabilities: Thers are no .ontingent liahilities for which provrsions have
rtut bccrt rrradc irt thsse f,uranoial )tatsrnsnL!.

30. Currenc_r-: These tinancial statements are presenie d in Kenla Shillings.

31. Event after the reporting period
-fhere 

are no material non adjusting events rftcr the reporring dlte
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Notes to the Financiol Statements:

38. DETAILED STATEMEilT OF COUPREHENSIVE INCOfIIE

FOR THE YEAR ENDED 3OA'6/20t4

NOTE

YEAR ENDED
2013-2014

KSHS.

9.2216.961
21. 146,393
44,352.361
58.637,444
19.915 173
2,028,311

270,135.914

YEAR EITIDED

2012-2013
KSHS.

SALES
LESS;
Op€ning stock of finished goods
Production cost of finrshed goods
Clos,ng $ock of finished goods

COST OF GOOOS SOLD

TRADtNG (LOSSyPROFtT

Bank interest income
Water Sales
Scrap Sales
Farm ancome
Bakery Sates
lnsurance Rafund
Recunent Grants
Faar Value Gain/(Loss) on B'otogic€l Assets

EXPENDITURE

Amortisation of powarline rnstallatjon costs
Motor vehtcle runntng exponses
Trav€lling and accomodation
Administration salaries and aliorryances
Telaphon6 and postage
Computer expenses
Offcial Ent6nainment
DirecloB Fees
Legal and Consultancy
Unitorms
Printing and Stationery
Rents
G€neral stotes
Training
Res€arch & Dovelopment. Wefare, Gas and Solid Fuel
Bank charges
Medical eleenses
Etectricity
Oepr€cbtion

Motor vehicles

476,790.350 a47.122,A82

168.910,073
797.174.447

184,850,329
732.742.198

445 1 168 910 073

762 639 343 748 682 454

(285.848,993) (101.559.773)

8,714,383

115.001 710
10,960,930

54 2U.372
8s,404,378

193,817 935 118 521 809

12,574.994
4,518.896

75.s62,801
2.4 .674

715.370
399.501
856 137

5,000
402.100
n5,537

1,.146,950
3,605.698

150.000
9,000

3,972.045
23.490

5,444,2A5

12,713,033
4,42A.892

60.726. 2
3.16€.262
1.213.610
1,150,608
1.089,0s2

13,000
242.716
808. i8s

2,122.970
2,335.224

't78,OO2

3,928,672
343.4€6

4.181.50.1
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Burldtngs and clvtl works
Fum[ure and fltttngs
Waterfing and qvrl works
Computers

Adventsrng
Newspapers and p€nod,c€ls
Oomestc and household sxpensosi/Offic€ Egutpments
lnsurance
Butldtng and rDads matnlenance
Clganng and bansportat on expensg
Accountancy and audd bes
lso C€rtlficatron
Water and Consarvency
Secunty Exp€nses
Communrcaton Expens€s
Freld Kltchen Fabncaton
Farm Expenses
Bakery Consumabtes
Water BoflIng Consumables
Ksnya Revenu6 Tax AnEars and penaltles
TOTAL EXPENDITURE

'l 727 313
183.801
95.1.698

5,762.438
190 410
342.630
236,930

2,689,332
141,99E

26,350,018
812,000
367,700
783.92s

1,O82,974

1 727 .313
162.714
951,698

7,025,14
351 . 

.152

392.113
1 625 11A
3,010,809
2.324 U1

12,O71 ,701
700,000
681 ,500
319,2'11
139,959
530,880

15.226,588
40,231 615

9,573,067
42.059.526
't7 853.372
28,638,085
17 575 582

272 500 763 187,003 .509

oPERAnNG (LOSSI/PROFtT
(74 .6c2,628 (68. aa1.900)
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Notes to the Financial Statements Continued:40. MANUFACTURTiIG ACCOUI{T

FOR YEAR EilDED 3OTH JUNE 2014

YEAR ENDEO
2013-2014

KSHS

YEAR ENOEO
2012-2013

KSHSORECT COSTS:
Opennrng stock of raw matenals
Purchases ot l-aw matenals

Less
Closrn! stock of raw matenats
Cost ot raw matana,s usad
Acrd
Orrecl labour
Prim. co3t

FACTORY OVERHEAOS:
lnsutance
Elecficfy
Water & srfluent treatmont chemtc€ts
consumabt6s
Machrna spares & marntenance
D€prEclatjon

Planl and machrnery
Motor yehtcles
Burldtngs and ctvtl works
Fumrture and fittrngs
Watcrltne and crvrl works

TOTA-

438,965,347 415,014,800
512 907 970 632513 088
951,873,3.17 929,2.i6.888

(447.065 215) (438 965, 34.7)
504,808.102 493 281 511

17A 313.203
681.121 ,305

10.757.327
21.777 fia

787 066
20 56€,461
21,785,443

71 ,560.91 3
8,877.945
6 909,252

735.204

134 U7 167
31 ,465.425

(16.1 600 371)
(s3,222,A2O)

141 09s 499
634 977 041

12.043,237
16,726,005
1,459.250
2,678,1$

'11,802,54t1

71 ,498.884
3,726.200
0 909,2s2

650,854

76,130.300
56 648 300

(1U,847,1A7)
(31 465,425)

3 806,793 3 806 793
'167 563 541 131 301 149

8118,664,8{6 766,270,190
Openrng wort-rn-progress
Op€nrng scrap
Less
Closrng \rvork-tn-progress
Closrng sqap

PROOUCNON COST OF FINISHEO GOOOS 7d, 174.147 732 742 198
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PR(X.,;RESS ON FOLLOW T]P OF ATIDI,IOR Rf,(,OMMUNDA'I]ONS

KENYA ORDNAflCE
FACTORTES CORPORATIoN 2013/2014

tbllowing is the surnmary ol.issucs rarsed by the cxtental a tuditor. iurtt olalagelnclrt collllncnts that were providc{ to the auditor. We have nouunatcdlxttut to rcsolve the various issues as shown below with tIrc assocratql time tianle withirr whrch we expect thc issues to be resolvedlssue/Observati on fronr Auditor MarBgenlont ('orrrrrrcnis
Ftlcal Pornt person k) Status Tirnelialrelar retuverable fiorn Kenva resolve the issue

Revenue Authonty of Kshs
fhrs clarur is being addressed by the Board ol' Diroclors Daniel Kibet 'l owett - Not resolved 30 rh .lurre36.475.371 has beerr outstandirrg
rrr consultatron with the lrlinistry ol'l.inance. I)urirrg thc Finance lvlanager

201 5lirl seven I cars and no plovisiorr
4lrd Boad of Dtrcclors nrcet tng held on gtlr Noveurber

rvas trrade by the (brpolatlon lll
t(,1 I. AlterDale Director 1Finaoec) requested KOFC to

2012/2013 period ro cover thc
larureh a ttcsh clalnr srrree ahe documentation laulched

turceftaulty and collectabrli ty of
enrlier could not be traccd We are yet lo receive any

the refttnd
response on our clairn arrd th ls maffer will be ar age,ldartem rluring the nexl Board ol' Dircclors nrectlllgschedulql lirr this morrrh with a vlcw ol' deli berating onlhe besr altcnmtiv. nrcans trl'resolvlrrg thrs loug

All CorFrratirlrr
outstandir lu rnaner

parcels ol' land I hc value ol' the (iurlx)lati(xt' s preces of land wirh title Majt-rr Masibo - Not resolved -l0th June
rncluding registratton nufllbers rrutnber Kakanrcgalsan go/1970 llleasurrngKakarnega, Sangoil970 lR No approxnndlL.ly 0.Jll hoclares.

Secruity and Salbty l0l 5l-. R Nrunber )7206/01 Manager

)

No.

I

7 )06101 auJ l_R No. 172061?
nlcasunng 0,48 hectares. 2545
lrect es altd ?2i.1 hect ares
respecttvely have uot becn valued
arrd were not lncluded il) the
linarrcral statcnrents.

nreasunng -1,4.15 heclares arrd L.R. Nunber 27206/02measunng 7?7.7 hectares have not boen included rn theassdt regstct. arrd finalrcial slatenle[ls lbr the liscal yearl0l2/lUll lo tbcrlitarc the vdluation of the('orpomllon's larrd, the lloard o I' l)iroctors througfr theMinrstry of' State tbr Delbnce Ministerial'l'ender(inlrmifiee (f\,l lC ) cornnrissioned Fligtrlantls Surveyon;Lirnrted to carry oul thc survey worlis as tionr 2ndf'ctluarv, lrJll. l{owcver, tltc survey work stalled duc tothe squatters who hare rnvaded Ihe lad preventing the
acce)slng the lald. Consr

rvey_lr liorn

41
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\rorks. w(,rk ri progress. plaltl
tuld cqurp[lent, lllotor velliclcs,
lur r)rlure. lltting: ruld cqutplllc t

N larragrrrg I)rrcctor

buses. l'rcl trp arril lw,r tlaclot) txrught by tltc
('or'poralror, llle otllct ulrll(x velrrclcs r[ questioll bcl(nlg
to thc l..cttya [)clbttee lirrces lhc vcllclcs iuc olly
attflchgd to tlte u(xpolatlon. thelelixc lvc cannot inrklde
thenr rn lhc assel tetllslcr. ln additron. tllc ()lher assdts
ctlrrrprisrrrg ol tturldirrgs arrd civil works. watctluc. plalt
dnd cqurpnrcllt sollt! ol the titnlttLtrc. eontpulcrs and
littings are yct to bc lirrntally tlalrstr.rcd to the
('orlltltatiou b1, the Nlrurstrl, of Del'ence .{s otrscrvcd
that thc ('or1xnatiorr uppcndctl a lixcd asscts schedulc as
llolc nullber ') (a) \r'llh a balturce valuc ul' Kshs
.1.155 179.16,1 as t (hc ehlsc ol tlte )car \tits sourcql
liorn llre rrrrtral eosf itt llle tinre ol- takIlg ()v!'[ lionl llrc
cu)lractor rn lhc ycat 1997 Ihese block hgures wcrc
catcgrx izlrl undcr thc vadous asset hcads and havc trccn
dcpler,iatcd to datc Allhough tlrrs rs the currelrt lxrsitron.
wc rntcrrtl to cngage a vahrer as erplairred tn pata -l
abovc t() valuc all tlrc ('orporatiol assels ltcludnltl land
and tllercatter wc sllxll bc ablc to uptlate thc register
rrrsteatl t)l thc e(nltl0uld usc of thc inilial c()rrtraulors
bluck tigurc

lvlurrager
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