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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Backgroundinformation

The Prisons Industries Revolving Fund (PIRF) is domiciled in thc directorate of Prisons

Entcrprise. Industries scction of Kenya Prisons Service. The F'und was established by Legal

Notice No. 314 of the Exchequer and Audit Act (Cap 412) Regulations of 1988. The

l)irectoratc of Prisons Enterprise is situated at the Prisons Headquartcred, Magercza Housc
in Nairobi and has branches in 103 industrial prisons countrywide.
Section 1l of the l,egal Noticc No 314, requires the Oftlccr administering the Fund to
prcpare financial statements in respcct of the Prison Industries Revolving Fund, which givcs

a true and l'air vierv of thc state of aflhirs of the Fund at midyear and at the end of the

financial period on operating results of thc Fund for that period.
'l'he officer fund administering is also required to ensure that Prison Industries Revolving
Fund keeps proper accounting records which disclose with reasonable accuracy the financial
position ofthe Fund and safeguarding thc assets ofthe Fund.

ESTABLTSHMENT OB THE PRISONS INDUSTRIES REVOLVING FUND

I-UGAL NOl'lCt'l No. 314

THE EXCHITQUEn AND AUDITAC'l'
(Cap.4l2)

IN EXERCISE of the powcrs confened by section 34 of the Exchequer and Audit Act, thc

Minister lbr Finance makes lhe following Regulations:-

THE EXCTTF:QUER AND AUDrT (PRTSONS INDUSI'RrES FLIND) REGULATIONS, 1988

1.'l'hese Regulations may be cited as the lixchequer and Audit (Prison Industrics l;und)
Rcgulations, 1988 and shall be deemed to have come into operation on the 1't July, 1987.

2. In thcse Rcgulations, unless the context otherwisc rcquires-
"Financial year" means the period from the l't July in any year to the 30m Junc in thc

immediately succeeding year (both days inclusive);

"Fund" mcans the Prison Industries Fund cstablished by the'l'reasury under section 32 (l)
of the Act;

"Officer administering the fund" means the accounting officer responsible fbr the vote of
the Olhce of the Vice President and Minister of Home Affairs and National I.leritage or any other

person appointed by him in writing 1o administer the fund on his behalf.

3. The purpose and object of the Fund shall be to train and rchabilitate prisoncrs and inmates

ancl procurc neccssary raw materials, tools, plants and equipment requircd thereof; and offer for sale

tlnishcd products in the opcn market.

4. The initial capital of the lrund shall be Kf 700,000 appropriated by Parliament in thc

1987/88 fina:cial year.
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a) Government Ministries,
b) Covernment DePartments,

c) Local Covernment Authorities,

d) Parastatal Organizations, and.- . .

"j Private Organizations and Individuals'
g. The sclling fi;; "i finished gooai'-rt,rtt be reviervecl from timc to time by the officer

administcring the Fund in consultation with the 1'reasury'

9. 'Ihe Governtnent procurenlent procedures shall strictly be adhered to when purchasing itcms

referred to under Regulation 3.

10. All the receipts. savings and accruals of the Fund and balance of the Fund at the closc of cach

financial ycar, shall bc rctained fir the purpor" oi *f,ich thc Fund is establishecl subject to the provisions of

Regulation 5.

I l, The officer administering the Fund shall-

a) supervise and control thc administration of the Ftrnd:

b) 
"a"i"" 

uiJoirain such "ari.. 
iio* tr'te Minister for the time being rcsponsible for llnance

as may front time to time be required;

c) if fre ihinks fit, impose 
"onaiiilnt 

ur'to tt" use to be madc of any cxpcnditurc authoriz'cd

uv r,i* or-o,ir,i, ulnutr"nd';;;il reasonable prohibition, restrictiott or requirernents

conccrning such usc or expcnditure;

d) uppror" iri" prices of finis'hea products to be offered for sale;

e) cause to be kept all proper UoJts ufut"ounts and other books and rccords i. relatiott to the

Fundandtoallvariousactivitiesandundcrtakirrgsfinancedbythel;und;
0 ounrniii to the contro1", unJnrdito, cencruf, in r"rp""t of each.financial ycar within

four months after the 
""d 

th;;;of ; statetnent of accouni relating to thc.Fund, prcparcd and

signed by him, specifying i;;;; ih. Fund, and showing the expenditurc incurred rront

the Fund, in such dctails 
"rJ 

*iir, such adiitional inforrnation as he may decm to bc

prop.i ana ,umcient ro, tiJ p".p"r" 
"1 

examination and audit by thc controller and

Auditor-General in u""ordun""'*iir, r""tion l8 (2) of the Act.as.the Trcasury rnay lrorn

time to time direct, and every statenlent of account shall include details of the balance

between rhc assets 
"ro 

riruiiiti", "iii" l',,"a, and inrlicate thc fina,cialstatus of thc Fund'

as at thc end ofthe hrrancial year corrcerned'

Madc on the 22nd JulY' 1988'

GEORGE SNITO I,
Minister for Finance'

For the year ended June 30,2018
be retained in the reserve

5. The realized in anY Year from the oPerations of the Fund shall
surplus

account of the Fund pending Treasury 's decision on its disposal, ancl a deflrcicncy, if realizcd in atry year'

shall, subject to Treasury's concurrence' be off-set against the realized surplus'

and cquiPment
6. The expenditure on operatlon of prison industries and maintenance of tools, Plants

shall be on the basis of, and bc limited to, the annual budgct (on receiPts and exPenditure) rvhich shall be

submitted to the Treasury for approval before the beginning of the financial Year to which the budget rclates

7. The institutions which mayobtainmanulhctureditemsfromthePrisonlndustriesFundshallbe.
I

i
I

lll
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the ended June 30,2018
Principal Activities

The principal mandate of the Prison Industries is to train and rehabilitate prisoners and

inmaies, procure necessary raw materials, tools, plants and equipment required thereof and

offer for sale finished products in the market.

. vIsIoN : A correctional service of excellence in Africa and beyond

. MISSION: Containment of offenders in humane and safe conditions in order to
facilitate responsive adminishation of justice, rehabilitation and social

integration for community protection
. MOTTO : Rehabilitation and Justice

OUR CORE VALUES

l. Fairness and Equality to all within the law
2. Integrity
3. Team work and collaboration
4. Loyalty
5. Gender sensitivity
6, Discipline
7. Meritocracy
8. Leadership by example

(c) Key Management

The P/RF's day-to-day management is under The Accounting Officer who is the Principal
Secretary, State Department for Correctional Services and the Commissioner Gcneral
of Prisons.

(d) FiduciaryManagement

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

2018 and who had direct fiduciary responsibility were:

No.

L

2.

Designation

Principal Secretary

Principal Secretary

Commissioner
General of Prisons
Director of Prison
Enterprise
Deputy Director
Prison Industries

Name
Alfred Cheruiyot

Amb.Richard T. Ekai (PhD)'CBS

Isaya M. Osugo, CBS, CGP

Josphat K.Ituka, MBS' ACGP

Kennedy A. Aluda ndc(k) MBS,
DCP

3

4

5
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(e) FiduciarY Oversight Arrangements

tanorganisationinaccomplishingitsobjectivesbybringing

a systematic, disciplined approach. to evaluate and improve the effectiveness of risk management'

control, and govemance processes. In accorclance *ith Pubtic Financial Management Act (2012)

Regulations [section 165]. the main purposc of the Audit committee shall be to provide ovcrsight

over the issues of risk management, system of internal control and govemance and associated

assurance. Thc responsibility over the management of risk, control and governance proccsses

remains with the management'
'fhe Audit Conrmittee ,huU ul.o oversee the process of follow up on tlle implementation of the

recommendations propose<l by the internal and external auditors respectively'

CORE FUNCTIONS;
* Establishing the govemance mechanisms of the Fund lbr transparency and accountability

with regard to the finances and assets;

.t conducting risk-based, valuc-for-money and systems audits aimed at strengthcning internal

control mcchanisms that could t uu" un i*pact on achievement ol the strategic objcctives ol

the [,nterprise;
.3. Verifying the Lxistence of assets administered by the Fund and ensuring that therc arc proper

safeguards for their Protection;
* providing assurance that appropriatc institutional policies and proccdures and good busincss

practiccJarc followcd by the E'ntcrPrise;

* Evaluating rhe adequacy and reliaUiliry tf inforn.,ation available to management for making

<lecisions with regaid to the Fund and its opcrations'

* Account for results of the audit of the financial statements and the related report therein and'

ifapplicable, a report on changes auiing the year in accounting principles and their

apPlication'
* Rcport on significant changes to the audit plan' ifany' and any serious disputes or

difficulties with management.n"ount.."d,during the audit. Inquire about the cooperation

received by the outsidl auditors d;ilGi, audi. including access to all requested records'

data, and inlbrmation'
.E Ask the outside auditors if there have been any disagreements with stafl'that' if lelt

unresolved,wouldhavecausedtfr.tntoissueanonstandardrcportonlheorganization's
financial statements'

.!. Obtain unnuu-ff, iio* the outside auditors a letter regarding the adequacy of internal

controls.
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Y ENTITY INFORMATION AND MANAGEMENT (Continued)

(d) PIRF Headquarters
MAGEREZA House
Bishop Road - UpPerhill
P.O. Box 30175-00100
Nairobi, KENYA

Registercd Office
Teleposta Building
Kenyatta Avenue
P.O. Box 30478-00100
Nairobi, KENYA

(e) PIRF Contacts
Telephone : (25 4) 20 -27 22900 -6

E-mail : commissioner.prisons. go.ke

Website: www.go.ke

(f) PIRF Bankers
Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(g) Independent Auditors
Auditor Ceneral
Kenya National Audit Office
Anniversary Towers, University Way

P.O. Box 30084
GOP 00100
Nairobi, Kenya

(h) Principal Legal Adviser
The Attorney General
State Law OfIice
I{arambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

vt
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Iloard Membcrs hoto and name.

ZeinabA. Hussein (Mrs'), CBS GS)
Princinal Sccrctarv

Mr. lsaYa M.Osugo, CBS (CGP)
s

For the Year ended June 30,2018

THE BOARD OF MANAGEMBNT

Board Members qualilications and work

Joined the Kenya Policc Forcc on l't July' 1978 and worked in

;;; ;;;;l l;'"esti gation Department on the lol lowin g

caoacitics:
* icene of Crirnc OlTiccl
* District Crinrinal lnvestigation Oflig9.r-
- f"ouin.iof Crinlinal lnvestigations Officcr

A;p;i;i;; C;tntnissioncr of Frisons in 200t1 atrd elevated to

ColnmissioncrcencralofPrisons(CGP)irr20l4.I)uringtttl,
;.*;;;fr*;s cornrnissioner General of Prisons' I havc bccrr

i;t,;;;;;i;i in p.iron rcforms which include anlongothcrs:

r Rcorganization o[thc scrvlce
* Protc-ssionalization of the service'
- il;;;;i;;;nJ modcrnization of prison lacilitics

* n 'rrc* of rehabilitation and reformation progratns

" ii;;i;; und ,.otguni-tion of securitv of prisons

Oualifications:
*-Ordinary Level of Education
. ;;;i;il";l courscs in sccuritv Manogcment

. lo*initttttion antl Management Course

cxpcriencc.

Prlncipal Sccretury, State Depanlnent for Corrcctional Servicc

il;i;;l;;i itterior'and Coordination ol National Governrnetrt'

Irrincinal Secretary, State Dcpartntent for Post-Training & Skil

b.".-f,iptr."t in thc Ministry olEducation'

Principal Secrctary, 'State Departrnent for trrigation in tl

Ministry of Watcr & lrrigatton'

Principal Sccrctary, Statc Dcpartm:1 f"t Ct]tg:r-Aflairs in thn

,inlttty of Public Servicc, Youth and Ccndcr Allalrs'

EASTAfrica&AfricaDeliveryHub'McKinsey'&Co'-l1cad
of orofessional dcvetoprncnt I human Resources' Head r

;;di;;;;;i;il adrninisiration as rvell as a consultant'

Acceleratc Africa A co-foundcr olthe managemcnt constrltinq

il;il'i;ses cxclusivcly orr serving thc growrh, cxpansio

artd management needs of Africa's Incdiunr to larg-

organi:zations.
Itr?i inlnpuny - t{cgional salcs and nrarkcting nlanagcr rvc

Africa
EpucATloNAL IIACKGROU Np

M BA (Busincss, I nternaiffiiminess M anagement)' UC) N

MPA Business ana uconomics, Havard University Kenned

School of Governmcnt'

vll
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the ended June 30, 2018

Enlisted in Kenya Prisons Service in 1985 as Chief Officer One

(COl) and risen through ranks to the current rank of Senior

Assistant Commissioner General of Prisons (SACGP). Has served

in Kenya Prisons Service for over 32 Years in the following
capacities:
I Duty Officer
r Courts Officer

' Documentation Officer
r Deputy Officer in Charge
* Officer in Charge Shimo Anncxe, Isiolo, Eldoret and Kakamega
Prisons
i Deputy hovincial Prisons Commander
. Deputy Director Administration, Research & Statistics
r Director Reforms and Planning, Gender and NGO Coordination,

' Inspections and Complaints and Prison Enterprises
r Scrviced in United Nations Mission in Liberia(UNMIL) as a

Correctional Adviser for 18 months

Qualilications:
* MA(International Conflict Management) UON
2010
* BA(Hons) UON 1985

Mr. Josephat K. Ituka,MBS,[ACGP]

Enlisted in Kenya Prisons Service in 1990 as cadet Chief Officer
One (COI) and risen through ranks to the current rank of Deputy

Commissioner of Prisons (DCP). Has served in the following
capacitics:

l99l-1992 worked as a Court's Liason officer at High Court of
Kenya

1992-1994 lncharge motor vchicl€ numkr plate section, Kamiti

Maximum security prison

1994-1996 Duty Officer Nairobi Remand & Allocation Prison

1996-1998 Deputy Officer in charge, Athi River Prison

1998-2000 Deputy officer in charge Prisons Industries, Naivasha

Maximum Security Prison

2000-2005 Officer in charge Prisons Industries, Naivasha

Maximum Security Prison

2005-2010 Deputy Dircctor, Technical services, Prisons

Headquarters

20lA-2012 National Dcfence Collegc(ndc) for Strategic Security

Studies

20 12-201 3 Acting Director Prisons Enterprises

2013 to date Deputy Director Prisons Enterprises

Quallllcatlons:
r MA (lnternational Studics) UON 2012

r BA(Hons) Design - UONMr. Kennedy Aluda, ndc(K)'MBSIDCPI

vul



Kenyo Prisons Sert'ice (Prison Indtt'stry Retolving Funcl)

Annual RePorts and Financial Statcments

For thc ycar cnded June 30,2018

REPORT OF THE CIIIEF EXECUTIVE OFFICER

STATEMENT BY TIIIi PIUNCIPAL STiCRETARY

It is my pleasure to rclcase the Prison Industrics Rcvolving Fund Annual Report and Financial

Statement for thc ycar cndcd 30tt' June. 2018. I am proud to note that the fund has co.tinucd to fulfil

itssetpurposeandobjectiveoftrainingandrchabilitationofprisonersu'hileoperatingin
accordance with business principles. olring thc year undcr rcvicw' over 7'000 prisoners

participatcd in various industrial vocatiotral training programs anrl a total of 4 
'293 

rvere bookcd for

governmcnl tradc test. A total o1'643 candidates were examined and passed trade tcst gradc I whilc

1,374 and.2,?76 wercexamined and passed gradcs II and III rcspcctivcly. 'l'hc govcrnmcnt spcnt

Kshs. 14,141,500.00 in paying for cxamination fees and Kshs' 6,665,000'00 on training and tcsting

matcrials.

These prisoncrs are well skilrcd in their arcas of trades and some of tlrem have arrcady bccn rclcased

from priso.s to the socicty as skillcd artisans ready to join thcir lamilies and communities in nation

building.
Besidcs offering vocational and on- the- job training to prisoners, prison industrics rnake valuablc

co,tribution to the cconomy of the country by proclucing a pool of skillcd artisan critical for thc

inclustrial ancl construction industry in line with vision 2030 and the government's BIG lbur agencla'

Also, prison industrics producc high quality furniturc lbr thc local market and save thc cconomy ol

our country fiom importing both office and houschold furniture in linc w'ith the governnlcnt policy'

of cncouraging local manufacturers'

During thc year undcr rcvicw, thc fund experienced 1T."Ig,]:il.il]crcasc 
ol salcs to 457.603.352.60

as cornpared to Kshs, 447,0;42,784.15 rializetl in ZOtO20t7 financial ycar rvhilc currcnt 
'rssets

decreasetl frorn Kshs.588,129,954.21 in 201 612017 to Kshs 554'987'043'27 in 201712018 financial

M'.onr,nrous pcrformance improvcment of the f'und is a truc testimony of its stability and

sustainabilit.v. Establishing a stable and sustainable fund to financc prisons offendcr rehabilitation

programswcrethcnobleidcalsofthclbundersol.thistundinl9tttl.
In order to ensure sustainability of the industries, the state departrnent has initiatcd rclbrms t0 turn

prison industrics aud farms into a state corporation to be known as Kenya Prisons llntcrprisc

corporatior"r. h is my hope that oncc thc corporation is formcd' prison industrics rvill witness

unprecedcntcd transt'ormation in operations and managemcnt'

Iwanttoreitcratcmyconrmitmcnttoslrcngtheningprisoninclustricstobccomcancfficicntand
efl.ectivc business Ir.zunework to fu*y ,uppoi orcrxrer rehab,itation and rcformation prograrns in

our prisons a6d supplemeut govertlm.nt "ifo'tt 
in mecting the opcrational expenses ol prisous'

I..urthcr,IarngreatlyimprcsscdbythcprudcntmeasurestheConrttrissioncrGcncralofPrisorrsand
his team have put on thc management of the fund. This funcl has not only achicvcd its sct purpose

and objectives, but has also sct a firm foundation for future prosperity' I urge prisons departmcnt to

doublcitscflbrtstocnsure&atthefun<lnotonlylulfilsitspurposc.br'(alsogeneratessurplusturrds
that can be used to supplement the cxchcquer on thc opcralional cxpenditure ofprisons'

lx
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TE GOVERNANCE STATEMENT

to improvc on quality of products and services the dcpartment has been cngaging in undcrtaking

ihe market rcsearch to determine the needs. tastes and preferences of the consumers and use of the

feedback to develop improved products and scrvices.

'ilo cnhance corporate governance and improve on proccsses the department ensured continucd

bompliance with the legal and regulatory framework established by the Governmcnt in ordcr to

Promote 
sustainable business practices.

[n .strcngthening institutional capacity the department achieved much progress gcared to enhance

the institutional capacity to serve the increascd needs and dcmands of our valued customers. 'l'he

fepart*"nt continues to invest in human capital investment to ensure that wc altract and retain

Sompetent and skilled employees. 'l'his has resulted in irnproved productivity levels.

furthermore, in order to enhance the reporring and mitigation ol'the material risks impacting on the

financial condition of thc fund, the Authorities are engaged in introduction ol'cashless collcction of
{cvenue to enhance thc implemenlation of the risk bascd supervision model.

1-h" industry and markcts in Kenya arc still evolving; thc changing legal, social and political

Qnvironment presents avenues for product development and innovation. Thc reforms within the

{ouernment legal and structures for example, have signilicantly incrcased the responsibilities,
rparkets and therein some risks that the directors face in running their firms.

fhe management shall continue to work closcly with the various stakeholders to ensure the

{evclopmcnt and gromh of the fund, coupled with the requisite dynamic and efficient regulation

dnd supervision.

The number of oreditors increased as we endcavoured to mcet the demand to execute our core

rpandate of training prisoners and also fulfil thc market demand of our customers. l'his camc about

du" ,o non wiring fund monics lcft with our former ministry. The management is stilt pursuing the

ttratter with the relcvant authorities.

x
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IampleasedtosharethisannualreportandfinancialstatcmentofPrisonslndustriesRcvolving
Fundfortheyearendedon30thJune20l8'PrisonlndustriesRevolvinglrundiscrucialtothe
achievement of main prison objcctivcs of rchabiritation and reformation of prisoners' 'l'hc fund

facilitates provision otl vocational and on the job training to the countrics ovcr 30'000 prisoncrs

population. prison industries provide practicai technical and soft-skills training to prisoners rvhile

at the same time modelling appropriale workplace behaviours to prisoners By providing this

training, offenders lcarn "how to work" so as to succcssfully obtairr and retain employment upon

release from incarceration and reduce recidivism'

I feel grcatly indebtcd to many Kcnyans who have supported our industries by showing unwavcring

preference to our products. Your support has made our rehabilitatioll progranrs achier,e tlre succcss

wearewitnessing.Kecpupyoulsupportandhelpsreducecrinreinourcounty.Wccatronly
acconrplishthisthrouglrhu,d*o,k,collaborationandlvinningpartnerships.

.I.he performance of Prison lndustries Revolving during the financial ycar 20l7l2}l8 is yet anothcr

improvement..fhe lund has continued to growiom the initial seed capital ol Kshs'14,000'000'00

appropriated by parliament in lggTigg to rile current ner assets base of Kshs. 554'987'043'27 ' At thc

same timc, thc n*mber of prisoners enrolling in industrial vocational training programs has

For the ended June 30,2018

MANAGEME NT DISCU SSION AND ANALYSIS

STATEMENT BY THE COMMISSION ER GENERAL OF PRISONS

witncssed remarkable increase'

During the ycar uncler review, the fund operated 105 industrial prisons across the country ofl'ering

industrial vocational training to ovcr 7000 prisoners' As the country conlinues to embracc

devolution,mydcpartmcnthastakenstepstoensurethatthereisatleastotreindustrialprisonirr
each onc of thc 47 counties,.l.hese industrialprisons not only olfer vocational training in diffcrcnt

skills t<l prisoners at the grass r.ot lcvel bui also pro,ide employment opp.rtunitics to prisotrct's

scrving prison sentences and rnanufacture high quuti,y products for sare in trrc locar markcts. '['hc

main bencficiary of prison industrie, produ"t' *e schools' churches' hospitals' count;- go'er.me.lts'

national governmcnt dcpartment , non-governmental organizations' privatc lt.ns and indi'iduals'

oncereleasedfromprisons,theskilledprisonersareabsorbedandintcgratcinsocictywhcrcthcy
addtothenationalpoolofartisansnecessaryfornationaldevelopnrent.

Further. durirrg the year under rcview, the dcpartment retrained the existing technicians on various

industrial skills to enhancc the human l.",o"t" capacity lor prisoncrs training programs and

industrial production. 'Ihis will go a long way in injecting new ideas and technology to keep our

industrial vocational training and products compctitivc'

I am greatly indebted tn ttre Principal secretary, state Dcpartmcnt lor corrcctional Scrvices who is

also the oflicer administering the fund for the grcat support and advice accorded us in the opcrations

of the fund. I also take this opportunity to thJnr ministries. departments. govemment agencies and

inaspecialwaycountygovemmentswhohavccontinucdtou,yprisonindustriesproducts'tappcal
to all to continuc supporting us as every ,t*. *" t)uy prison industrics products' wc arc hclping in

rehabilitation und ,.ior,nation of offcnclcrs and making our society sat'er and secure'

xl
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tor the year ended June 30,2018

O J,^,"*"NT BY THE DIRE,CTOR OF PRISON ENTERPRISES

the Kenya Prison Enterprises comprise of Prisons Farms and Industries. Prisons lndustries operate

rlnder tfre Prisons Industries Revolving Fund established by Legal Notice No. 314 of the Exchequer

apd Audit Act (Cap 412) Rcgulations, 1988.
'tthc mission of Prison industrics is to provide training opportunities to offenders that instil essential

sfills training and work ethics, while producing quality products and serviccs for sale in the open

$arket.- tluring the financial year 201712018, the operations of prison industrics revolving lirnd rcgistered

Xpt again another impressive business report. lhc fund not only lived true to its purposc and

opjectives, but also witnessed tremendous improvement and expansion in vocational training
pfograms, capital investment and revenue generation,

During the period under review, an average of over 7,000 prisoners was registered for various

v[cational training skills in prison industries. Out of these , 4,293 were booked for govcrnment trade

tqst grade I, ll and III which they were examined and passed.

Iffforts have also been directed towards improvement of the quality of training. During thc period

upder review, 34 technical officers were retrained at Kenya Technical I'eachcrs Collegc, National

Irldustrial Training Authority (NITA) and Prisons Staff Training College on technical instructors'

cdurses in Polishing, 'l'ailoring, knitting, upholstery and leather tannery respectively.

I:irrthcr, preparations have been made to roll out new generation motor vehicle number plates.

Cbntracts for supply and delivery of raw materials for manufacture of new gcneration motor vehicle

nirmber platc have been signed.

Bbsides, ellorts have also been made to make prison industries sustainable and protitable

blrsinesses. 'I'owards this end, the industries engaged in electricity metcrs separation lrom the main

stptions power supply and reviewed costing procedures to cnsurc actual cost of production and

profitability of the industries.

Itl is my appeal to our esteemed customers who are private individuals, community based

olganizations and government entities to continue using our products. Indeed any time you

prirchase our products, you not only receive quality products and scrvices, but also helping Kcnya's

lSal economy and contributing to the growth of the offender's rehabilitation programs. Prison

inhustries on-the-job experienccs teach trades and work ethic, as wcll as sparking interests and

urfcover talents. Bettering these of'fendcrs is not only bcnclicial to institutional security, but also

fafilitate offenders' successfirl rc-entry into society, which in turn improves Kenyan communities'

s&urity and safety. Together, we can help offendcrs help themselves - and a bctter Kenya will
repult.
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Kenya Prisons Service (l'rison lnduslry Revolving l"und)

Annual RePorts antl Financial Statements

For the ycar cndcd.Iune 30' 2018

STATEMENT BY THB DEPUTY DIRECTOR I'RISONS IN a
Thc Kenya prison Enterprises offers irunates training that equip them with appropriate skills to help

thenr find jobs upon ,.1"u.. from prisons' stay away from crime and contribute to society

development. Those who support prison industrics are our partners irr helping reducc crime in our

great country. Prison indusiries provide valuablc trai,ing programs for inmates in the Kenyan

prison system. 'lhis training tbcuscs on devetoping technical skills and pro-social attitudcs which

contribute to offcnders' succcssful rc-entry into socicty upon release'

The Prisons industries play a vital role in our mission of prornoting public safet'v and the training

opportunities provided io on na.rs to reduce prison idleness whire reinforcing positive behaviour

.hungeandworkhabitsncccssalyforcffcctivcsocialreintegration.

Prisons Industrics provides rehabilitation opportunities to inmates and produces high quality

merchandise at competitive prices tbr sale in the market' The program aids in the rehabilitation of

inmates by tcaching them job skills that are easily transfcrable to the private sector upon rcleasc'

,Ihe industries enrploy crver 800 technical instructors who train over 7,000 intnates placed on

various vocational training programs'

over the ycars, the incluslries has endeavoure<J to find creative ancl efficieut ways to advance our

products and services lvhile reducing costs to thc governmcnt and providing profit making

opportunitiestoourprivatcscctorpartnersasiselicitedinthepro<luctionofnewlookParlianrentary
and county Assembly chambers as well as refurbishment of'the law courts of Kenya all ovcr thc

iillXil-"tes u,ho come ro our prisons have never herd a real iob or learnt the value of rvork' Thc

industries arc designed to herp such inmates with hands-on vocationar training and social values that

includc work ethics, responsibility and a sensc of sclf-worth they misscd or tlevcr experienced

before. The program facititates inmates' adjustment and reintegration into the socicty upon rclcasc'

.l.his 
means that the inmate work assignrn"nt .*ulates real-lif'e to the greatest extent possiblc'

ItisdesignedtoprovideinmateswiththeVocationaltrainingandwtlrkexpcricncenccdcdtohclp
case their transition to rife outsicre the prison walrs. 'rheir adjustment and reintegration into socictl'

upon release is thc progratn's grcatest value. This can only be possible if thcre is support and

goodwill from all sraic holdcrs. Thank you for your continued support.

II
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I{enya Prisons Service (Prison Industry Ret olving Fund)

ual Reports and Financial Statements
or the ended June 30,2018

o RPORATE SOCIAI, RESPONSIBII,ITY STATEMENT/SUSTAINABILITY
Rrronrmc

in executing its mandatc, the Kenya Prisons Scrvice, Prisons Industries revolving fund is committed

fto behaving ethically and responsibly, to contribute to economic developmcnt while improving the

iquality o{ lit'e of its immcdiate clients (prisoners), employecs and their l'amilics as wcll as thc local

lcommunity, national government and the society at large.

I 'l'he Directorate of Prison Hntcrpriscs (DPE) is the corporatc division of the Department that

i managcs industry business units in most of the State's prisons. It cmploys an average of 5,000

1 prisoners per day throughout the State's facilities.

'fhc dcvclopment of a work ethic is regarded as significant prisoncr rchabilitation issue. DPE fosters

work ethics, dcvclops prisoner skills and trains prisoners in modern work techniqucs.

PE's workforce covers a broad range of processing operations including woodwork, metalwork,

spray painting, general cngineering and assembly textiles which contributes to the Department's

nceds in the provision ol'clothing.

PE, operates under a very clear directive to avoid competing with main stream business, but seeks

opportunities that will deliver vocational training in an environment supervised by suitably qualitied

trades-people. Many prisoners are trained and receive qualifications endorsed by the National

Industrial Training Authority (NITA).

Atthe moment, the main focus of ourCorporate Social Responsibilily (CSR) activitiesand projects

is in the area of promoting the impaction of technioal knowledge to incarcerated prisoners. Our CSR

policy also covers community relations, national events, educalion, and support to national disaster

mitigation eflbrts.

Some of the Authority's most notable CSR activities include, provision of lumiture to ASK during

trade fairs, provision of tool kits and start-up furniture to released prisoners. repair and maintenance

of furniture fior prison's churches, primary and secondary schools, maintaining the national

prcsidential Dias, donation of items during thc annual uniformed disciplinc forces thanksgiving

prayer ceremonies etc.

The Enterprise shall continue to forge public private sector partnerships to ensure that it uplifts the

sociely.
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Kenya Prtsons Seruice (Prison Industry Revolving Fund)

Annual Reports and Financial Statements

For the ended June 30' 2018

REPORT OF TIIE

Results

The results ofthe pIRF for the year ended June 30, 2018 are set out on psge 17 onwards

Directors

The members of the management team who served during the year are shown on page 2' During the

year there was change of mantle of the Accounting officers' i.e. Principal secretary' Amb'

Richard T. Ekai (PhD), CBS, was trnnsferred and replaced by PS Mr' Alfred Cheruiyot with

effect from March, zots, tater in the month of July 2018 another reshuffle happened and Mr Alfred

Cheruiyot was tansferred and replaced by PS Zeinab A. Hussein (Mrs')' CBS'

The Directors submit their report together with the audited financial statements for the year ended

il;30,2018 which show thi state of the entity's affairs'

Principal activitieg

The principal activities of the PIRF is training and rehabilitating inmates, procuring the ncccssary

raw materials, tools, plants and equipment required thereof and offer for sale frnished products in

the market in order to fulfil the concept of " revolving fund"'

Auditorc

The Auditor General is responsible for the statutory audit of the P/RF in accordance with Article

229 of theconstitution of Kenya and the Public Audit Act 2015 to carry out the audit of the P/Ri?

for the year/period ended June 30, 2018'

of the Accounting

-t'A
Mrs.)' CBS

Principal SecretarY,

State Department For Correctional Senices'

Nairobi. Date:ufl,\!:,
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Kenya Prisons Service (Prison Indu.stry Revolving L'und)

Annual Reports and Financial Statcments

ltor the endcd June 30 2018

T

App roval of thc financial statements
financial statements were approved by the Principal Secrctary'l'he Prison Intluslries Revolving l;'und

State Department ,fol Corrcctional Scn'iccs, Ministry of Interior and Coordination of National

Governincnt. 2018

de"tion Bl of the lrublic Finance Managcment Act,2012 and'l'he Exchequer and Audit Act CAI'>

{12, sccrio. ll of the Legal Notice e.i'Nolf+, require thc Olficer administering the Fund to

prcpare financial 'i*t**""t; 
in rcspcctof the Pris,on indusrries Revolt'ing Fund' which give a true

hnd fair view of the stare of affairs of the 
-i,na 

o, the end of the financial period and the operating

tcsults of the r-una iii tiu, v.ur. 
.r'he officer adrninistering the Fund is also required to cnsurc that

Ithc prisor nausties ieuolr"ing Fr,rrl keeps proper accounting records which disclose with

lreasonablc accuracy thc financialposition of the Fintt. The Officer administering thc Fund is also

iresponsible lbr safeguarding thc asscts of the f'und'

i#;;i;;, .j".,i"ir-,.ring ii-," Fund is responsiblc for the preparation and presentation o{ thc Prison

i,iiri,'r','rr'nirrir',',rL l;untl financial srarements, which give a true and fair view of the state of affairs

l;i',h;";;,;; i;; ;r? as ar the end of the financial yiar (period) errded on June 30, 2018' This

I ,.rp"rrruiiiiy-i;.i;d--: (i) mainraining adequate financial rnunug.tn.nt arrangements and ensuring

l;;i-;i,;;. continue ro'be etfectivc throughout thc rcporting period; (ii) maintaining proper

I *."tr",ing records, which disclose with reaionable accuracy ui ony time the financial position of

I the plRF; (iii) dcsigning, implementing and maintaining intcinal controls relevant to the preparation

I and Iair presentatior1 Jf tn. financiaf statements, anJ ensuring that thcy are frce from material

I misstatements, whether due to crror or fraud; (iv) saltguarding the assets of the Fitnd (v) selccting

and apptying appropriate accounting policiei; and (vi) making accounting cstimates that arc

reasonable in the circumstances.

.fhc Officer administering the Fund accepts responsibility for thc ltrison Induslries Revolving Fund

l-rnancial statcments, which have been pr.pur.,l using aipropriate accounting policies supported by

reasonable *a p*a"nr judgments and estimates, in conlormity with Intemational Public Scctor

Accounting Stanrlards (IPSAS), and in thc manner required by the PFM Act' l'he officer

administcring trr" nuno is of ihe opinion that the Prison InduJtries Revolving frrncl financial

statements give a true and fair view oithe state of Funcl transactions during the financial ycar cndcd

June 30, 2017, and of thc lirrrl.y frnancial porl,ion as at that d-ate. The Officer administcring thc lrund

further confirms the completcness of the accounting records maintained tbr the Prison Industries

RevolvingFr.rnrl which have becn relied upon in the preparation of the Fwtds t-rnancial statements as

well as the adequacy of the systems ol'internal financial control.

Nothing has come to the auention of the Of'licer atlministering the Fund to indicate that the Prison

Industries Revolying F'und wlllnot rernain a going concem lcri at least the next twelvc montlrs tronr

thc date of this statcment'

)

Zeinab . Hussein (Mrs.),CBS
AL SECRETARY

DEP'T OF CORRECTIONAL
SERVICES

Isaya M. Osugo,CBS
COMIT{ISSIONER GENERAL

OF I'RISONS

Josphat
DIRECTOR OF PRISON

ENTERPRISES
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REPUBLIC OF KENYA

Telephonc: + P.O. Box 30084-00100

NAIROBI
Fax: +2

E-Mail:
I l4n2

.go.ke
Website: ww kenao.go.ke

OFFICE OF THE AUDITOR.GENERAL

PORT OF THE AUDITOR.GENERAL ON PRISON INDUSTRIES REVOLVING FUND
R THE YEAR ENDED 30 JUNE 2018

EPORT ON THE FINANC]AL STATEMENTS

ified Opinion

have audited the accompanying financial statements of the Prison lndustries Revolving
und set out on pages 1 to 27, which comprise the statement of financial position as at 30
une 2018, and the statement of financial performance, statement of changes in net assets,

ent of cash flows and the statement of comparison of budget and actua! amounts for
year then ended, and a summary of significant accounting policies and other explanatory

nformation 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 matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material respects,
the financial position of Prison lndustries Revolving Fund as at 30 June 2018, and of its
financial performance and its cash flows for the year then ended, in accordance with
lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Non-current Assets

The statement of financial position as at 30 June, 2018 reflects total non-current assets
balance of Kshs.77,919,092.66. This differs with the balance of Kshs.74,992,652.66 shown
in the property, plant, and equipment movement schedule in Note 17 to the financial
statements by Kshs.2,926,440. ln addition, the Prison lndustries assets register shows that
the Fund had non-current assets with total current value of Kshs.91 ,774,309.35 as at 30
June 201 7.

ln the circumstances, it has not been possible to ascertain the completeness and accuracy
of the non-current assets balance of Kshs.77,919,092.66 reflected in the statement of
financial position as at 30 June, 2018.

2. Paymaster General (P.M.G.) Account

The statement of financial position as at 30 June, 2018 reflects a balance of
Kshs.1 75,987 ,430 against a Paymaster General Account as at 30 June 2018. This balance
represents amounts held on behalf of the Fund in the former Ministry of Home Affairs Deposit
Account and which was yet to be transferred to the Fund's new account as of 30 June 2018.

Rcytrt of tha .,ltulitor-Gencrul on the Finant'iul Stute'ments of'Priso,ts Intltrstrics Revtlting Ftrntl t'ir the .vear ended

30.lunc 201/t
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However, no documentary evidence in the form of bank certificate or bank reconciliation
statements of the said deposit account have been provided to support this balance.

Consequently, it has not been possible to confirm the existence, completeness and accuracy
of the P.M.G. Account balance of Kshs.175,987,430 as at 30 June, 2018.

3. Cash in Transit

lncluded in Note 12 to the financial statements under cash and cash equivalents is a balance
of Kshs.30,318,827 in respect of cash in transit as at 30 June 2018. However, no
documentary evidence has been provided to support this balance.

Consequently, it has not been possible to confirm the existence, completeness and accuracy
cash in transit balance of Kshs.3O,318,827 as at 30 June 2018.

4. Creditors

The statement of financial position as at 30 June 2018 reflects a balance of
Kshs.188,239,335 against creditors. Analysis of this balance showing the details of the
creditors including description, respective amounts due to them and period have not been
provided for audit review.

As a result, the completeness and accuracy of the creditors balance of Kshs.188,239,335
as at 30 June 2018 cannot be confirmed.

5. Debtors

The statement of financial position as at 30 June 2018 reflects a balance of
Kshs.116,930,606.86 in respect of debtors. This balance is claimed to include an amount of
Kshs.116,852,846.86 and Kshs.77,760 owed by government departments and private
debtors, respectively. However, analyses of the balance showing each of the debtors and
the amount due have not been provided for audit review. Further, no satisfactory explanation
has been provided for failure to collect these outstanding debts.

ln the circumstances, it has not been possible to confirm the validity and accuracy of the
debtors' balance of Kshs.116,930,606.86 as at 30 June,2018.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Prison lndustries Revolving Fund in accordance
with ISSAI 30 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. Except for the matters described in the
Basis for Qualified Opinion and Basis for Conclusion on Lawfulness and Effectiveness in

Report o/'the Auditor-General on the Financial Statements of Prisonl; hrdusties Revolving Fund .fir the .vear ended

30 .lune 2018
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iuse of Public Resources sections, I have determined that there are no key audit matters to

]communicate in my report.

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 Qualified Opinion and Basis for Conclusion
on LaMulness and Effectiveness in Use of Public Resources sections 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 lawfully and in an effective way.

1. Procurement of Raw Materials for Prison lndustries Fund

lncluded in Note 14 to the financial statements under inventories are raw materials with a
value of Kshs.195,756,762.27 as at 30 June 2018. The value includes raw materials
amounting to Kshs.86,119,000 which the Prison lndustries Revolving Fund had procured
from various suppliers through the Government initiative of Access to Government
Procurement Opportunities (AGPO)for various categories as detailed below:

Date Payee Amount-Kshs AGPO
241412018
251412018
291912017

21t5t2018
06t12t2018
0210312018
271612018

25t4t2018
13t9t2017
25t6t2018
251412018
02t0112018
25t4t2018
271612018

29t9t2017

5,803,000
4,080,000
2,040,000
9,360,000
9,360,000
7,800,000
9,300,000
7,920,000
1,950,000
2,800,000
4,860,000
1,776,000
3,270,000
5,400,000

Women
Youth
Youth
Women
Women
Women
Women
Women
Youth
Youth
Youth
Youth
Youth
Women
Women

Ramaca lnvestments
Cadenza lnvestment
Cadenza lnvestment
Kimgen Supplies Ltd

Kimgen Supplies Ltd

Kimgen Supplies Ltd

Jecin Enterprises
Abcos lndustrial Ltd
Apex Coating Ltd
Apex Coating Ltd
Apex Coating Ltd
Apex Coating Ltd
Apex Coating Ltd
Abcos lndustrial Ltd

Kimgen Supplies Ltd 10,400,000

__q6,119,q99_

Examination of payment records and documents revealed that although the above suppliers
were indicated to be in the categories under the Access to Government Procurement
Opportunities (AGPO), the National Treasury certificates to confirm the actual status of the
firms have not been provided for audit review.

Consequently, it has not been possible to ascertain compliance with the Government
initiative of Access to Government Procurement Opportunities (AGPO) with regard to the
procurement of raw materials amounting to Kshs.86,119,000 or validity of the same.

Rcytrt of'the .lrulitor-Gcnarul on the Finunc'iul Stutcnrort.s of Prisons hthrstrie.s Revtl:.rng Frrnd fitr the .vcur andcd

30 .luna 20 l8
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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 I have obtained is sufficient and appropriate to provide a
basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT AND
GOVERNANCE

As required by Section 7 (1) (a) of the Public Audit Act, 2015, based on the audit procedures
performed, except for the matters described in the Basis for Qualified Opinion and Basis for
Conclusion on LaMulness and Effectiveness in Use of Public Resources sections of my
report, I confirm that, nothing has come to my attention to cause me to believe that internal
controls, risk management and governance were not effective.

Basis for Conclusion

The auditwas conducted in accordancewith ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit to obtain assurance about whether processes and
systems of internal control, risk management and governance were operating effectively, in
all material respects. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis)and for maintaining effective internal 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 governance.

ln preparing the financial statements, management is responsible for assessing the ability
of Prison lndustries Revolving Fund to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the going concern basis of accounting unless
the management either intends to cease operations, or have no realistic alternative but to
do so.

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.

Those charged with governance are responsible for overseeing the financial reporting
process, reviewing the effectiveness of how the entity monitors compliance with relevant

-i0 .lrtttc l0l,\
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jlegislative and regulatory requirements, ensuring that effective processes and systems are
lin place to address key roles and responsibilities in relation to governance and risk
management, and ensuring the adequacy and effectiveness of the control environment.

Auditor-General's Responsibilities 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 lSSAls will always detect a

material misstatement and weakness when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

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 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
controlwould not necessarily disclose all matters in the internalcontrolthat 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 professional skepticism throughout the audit. I also:

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

Raytrt ol tha .ltttlitor-Gcnt'rul on thc Finutr('ial StutL'matrt:; of Prison,s [ntlttstric,s Ravtlfing Fund.fitr lhc.tvur entletl
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a

a

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 going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of
Prison lndustries Revolving Fund to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date of
my audit report. However, future events or conditions may cause the Fund to cease
sustaining its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Prison lndustries Revolving Fund to express an opinion on the
financial statements.

Perform such other procedures as I consider necessary in the circumstances

a

o

a

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.

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

Nairobi

15 March 2019

-10 .lrrtrt' l0l,\
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Kenya Prisons Service (Prison Induslry Revolving Fund)
Annual Reports and Financial Statements
For the year ended June 30, 2018

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2OI8

The notes set out on pages 8 to 28 forms an integral part of these Financial Statements

Rcvenue from exchange transactlons

M',t,M2,784.156 457,603,352.60Sale of fumiture and number plates

457,603J52.60 441,042,784.15Total revenue

Expenses

7 375,385,890. I 9 322,134,t98.26Use ofgoods and services

9 9,066,22r,5 r r 0,089,804.53Depreciation and amortization exp€nse

l0 12,342,900.00 7,047,671.00Repairs and maintenance

57,332,972.00ll 53,499, r 20.00Ceneral expenses

396,604,645.79450,294,131,7Total expenses

0.00 0.00Other gains(losses)

7"309,220.90 50,43E,138.36Surplus( deltclt) for the period/year

0.00 0.00Remission to National Treasury

50,438,138.367,309,220.90Net Surplus for the year

Attributable to:



Kenyo Prisotts Service (l'rison Inclttslrl' Rcvolvirtg Fund)

Annual Reports and l'inancial Statements

For the r cndcd Junc 30,2018

STATE,MENT OF FINAN CIAL POSITION

AS A'I'30 JUNE 2OI8

Tlre Financial Statcments set out on pagcs l to ? were signed by

ussein (Mrs')' CBS lsaya M.

PRINCIPAL SECRETARY COMMISSION
OT'PRISONS

ER GEN

DEP'T OF CORRECTIONAL
SERVICES r . .:
Date,...........{....1......,....i,.i..' !" " " "'

ThcnotessetoutonpagesSto23fonnanirrtegralpartoftheseFirrancialStatclnents

hat
DIRECTOR OF
ENTERPRISF,S

PRISON

2

&17I
2,7 |lll0

Motor Vehictes NBV
923.0264160.70INBVMachi
I 18.454I

.00)
14.18ll.6611 t

I Fixed

r52.84189 J195 756 167.27
5S.37lr6 I8.21Il4

Rarv Materials

Work in
57 753.63t724 I

Finished Goods
914 l0t2ivalcntCash and Cash

71,391 7 57 .86lll3l)cbtors
30.00175.987t2P.M.G

.61
Total Current Assets

.62l7

590

l7

t6lncomeCustomers
ll 704.00

3 5.00l5Creditors

r3, 152.856.00

920.00

507 5r3 70.3250.61477,067
Net Cunent Asscts

184.50s90.27
ASSETSN

00I
ital

841 .94
Accumulated Revenue

{r, 38 .04

50,438 138.3609.220.907
Nct Pro

0,232.43324AccountS
647 77.1{)

l tt.l.501
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Prisons Senice (Prison Industy Revolving Fund)
I Reports and Financial Statements

For r ended June 2018

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2OI8

I

STATEMENT OF CHANGES INNET ASSETS

Forthc vear ended 30th June 2018

lndustrleg Account
Accumulated
RelerYe!

Balance as at 3oth June. 2015 14.000.000.00
367,333,575.70

Add surolus
126,982,366.32

Balance as at 30th June. 2016 14.000.000.00
404,315,942.08

Add surolus
26,222,426,96

Balance as at 30th June. 2017 14.0m.000.00 520.538,369.04

Add eurolus
7,309,220.90

Balance as at 3Oh June. 20',l8 527,847,689,91

3



Kenys Prisotts Service (Prison lndustry l?evolvittg lrmd)

Annual Reports and Financial Statcments

For the Ycar entlcd June 30,2018

STATEMENT OF CASH FLOWS
FOR THB YEAR ENDBD 30.IUNT] 20I8

ESVITIACTTINGRAOPEROMFASHFLOWC
419.231.112,25.1 16..177.351.606

SalcsReceipts
10.000.000.00

'l'ransl'cr liom dcvcloPntcnt
429.231.1 12.25{16,.177351.60

Total receiPts
il

Payments
t.457.01().002.363.490.00

Llcctricity

Watcr & Scs'cragc Chargcs

70.000.0070,000.00
Tclephone "l clex i\4ohile Charges

1.674.fl-s0.003."178,800.00
Travcl Costs

5.526,660.007.5 19,400.00
Accomnrodalion. Domcstic'l'rar e'l

4.126.1 2i,006.72.1.250.00
I)aily Subsistcncc

I;orcign'h'avcl

[:orcigrt'l'ravcl Accomtnodation
195.000.0010.000.00

Advcttisirtg Au'arcncss and l'ublicitl'
2.007.(r52 002.466.125.00

l'radc Shorvs & I',xhibition
t 65.000.00109.509.00

Subscription to NervsPaPcr

llook Allorvanccs

Proicct Allou'ttncc
1.081.900.001.s16.900.00'[uition I;ccs

s50..130.00689. I 50.00
Catcring Scrviccs

497.110.00882.000.00
Purchusc olunilonn & clothing (staff)

.'117.272.8t|.1.?0288.034.131.1.3
Supplies for Produclion

I ,4 10,,140.(x)1.628.500.00
Gcncral Officc SuPPlics

363.200.00423,756.00
Supplics and Acccssorics for ContPutcrs

?.54.1.3 15 008.285.5,10.00
t{cl'rncd l"ucl and l,ubricants lbr 

-lranspott

3. 150.000.00
Othcr l:ue l (rvood)

2n.261.000.(x)l.t. l4l .500.00
School l:ccs [ixamination

l.6l 5.591 (x){.994.050.00
Maintcnarrce ol Mdor Vchiclcs

1.6t19.01t0 002.750.000.00
Maintcnancc of ptant. Mcch. & liquiprnents

3.508.000 004.5,10.850.00
lvlaintcnancc ol tltrilding (Nottc residcntial)

235.000.1x)58,000.00
Maintcnance of CotnPutcrs

4l I,653,527.70J53,876,151.13
Tolal Payments

Net cash florvs from operrting activities

4

62.601.200.47 17,577,5tt{.55



Kenya Prisons Service (Prison Industry Revolving Fund)
Annual Reports and Financial Statements
For the year ended June 30, 2018

CASII FLOWS FROM INVESTING ACTITIVIES

I'urchase of Non lCunent Assct -3.874.800.00 .5,354,455.00

Proceeds from sale ofproperty, plant and equipments

l)ccrcasc in non-current receivablcs

Net cash flows used in investing activitics -3,874,800.00 -5J34,455.00

CASHFLOWS FROM FINANCING ACTIVITIES

Procccds from borrowings

Repaynrcnt of borrowings

Increasc in dcposits

Net cash llows used ln financing activltlcs

Net increase/(decrersG) ln cash snd crsh equivelentg s8,726,40$.47 I 2,223, I 29.55

Cash and cash cquivalents at I JULY 201 7 t78,t75,322.63 I 65.952, r 93.08

Cash and cash equivatents at 30 JUNE 20lE 236,90t,723.10 t7E,t73,322.63

PMG AiC carrying anount 175,987,130,00

Cash & caslr equivalent 60,911,293.10

5
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Kenya Prisotts Service (Prison Industry Revolving Fund)
Annual Reports and Financial Statements
For the yea r ended June 30,2018

NOTES TO THE }'INANCIAL STATEMENTS

1. GENERAL INFORMATION
The Prisons Industries Revolving Fund (PIRF) was established by Lcgal Notice No. 314 of the

Exchequer and Audit Act (Cap 412) Regulations of 1988. The ljund is wholly owned by the

Covernment of Kenya and is domiciled in Kenya (Prison Enterprises, Industries section of
Kenya Prisons Service). The Directorate of Prisons Enterprise is positioned at the Prisons

Lleadquarters, Magereza I-louse in Nairobi and has branches in 103 industrial prisons
countrywide.
The entity's principal activity of thc fund is training and rehabilitation of prisoners on various
skills.
Section ll of the Legal Notice No 314, requires the Officer administcring the F'und to prepare

financial statements in respect of that Prison Industries Revolving Fund. which givcs a true and

fair vicw of the state of aflairs of the Fund at the end of the financial period on operating results

ofthc Fund for that period.
The officer administering fund is also required to ensurc that Prison Industries Revolving Fund

keeps proper accounting records which disclosc with reasonable accuracy the financial position

of the Fund and safeguarding the assets of the l"'und

Capital Fund
Authorized capital is Khs 14.000,000,00 initially appropriated by Parliament vidc Legal Notice
no. 3 l4 of 1992193.

2. STATT,MENT OF COMPI,IANCE AND BASIS OF PREPARATION

The financial statements have been prepared on a historical cost basis except for thc
mcasuremcnt at rc-valued amounts of certain items of propcrty, plant and equipment,
rnarketable securities and financial instruments at fair value, impaired asscts at their
cstimatcd recoverable amounts and actuarially determined liabilities at their present value.

The preparation of financial statcments in conformity rvith lntcrnational l'ublic Sector
Accounting Standards (IPSAS) allows the use of ostimatcs and assumptions. It also

requires management to exercise judgement in thc process of applying the entity's
accounting policics. The areas involving a higher degree of judgement or complexity, or
where assumptions and estimates arc significant to thc financial statements, are discloscd
in Notes
'l'he financial statements have been preparcd and presented in Kenya Shillings, which is

the functional and reporting currency of thc entity.

The financial statcments have been prepared in accordance with the PFM Act, the Statc

Corporations Act (include anlt s17rt applicable legislation), and International Public

Sector Accounting Standards (IPSAS). The accounting policies adoptcd havc been

consistently applicd to all the years presented.

8
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Kenya Prlsons Senice (Prison Induslry Revolving Fund)

Annual Reports and Financial Statements

For the year ended June 30, 2018

ADOPTION OT'NEW AND REYISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the

year ended 30 June 2018

i. New and amended standards and interpretations in issue but not yet cffective in the

year ended 30 June 2017

ii. Early adoPtion of standards

The entity did not early - adopt any new or amended standards in year 201 8

ImpactStandard

The objective to issue IPSAS 39 was to create convergence to

changes in IAS t9 Employee benefits. The IPSASB needed to

create convergence of IPSAS 25 to the amsndments done to IAS

lg. The main objective is to cnsure accurate information relating

to pension liabilities arising from thc defincd benefit scheme by

doing away with the corridor approach.

(State the impact of the standard to the entity if relet'ant)

since we do not accord any benefits to employees.

Applicable: ltt JanuatT 2018

No impact

IPSAS 39:

Employee Benefits

Effective date and imPact:Standard
ary 2019:

public sector combinations arising from

exchange transactions in which case they are treated similarly

with IFRS 3(applicable to acquisitions only) Business

combinations and oombinations arising from non exchange

transections which arc covered purely under Public Sector

Appllcable: ld Janu

The standard covers

combinations as amalgamations.

IPSAS 40: Public

Sector Combinations

9
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Kenya Prisons Semlce (Prison Industry Revolving Fund)

Annual RePorts and Financial Statements

For the ended June 30,2018

3 SUMMARY OT SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognitlon

i) Revenue from non-exchange trsnsactions

Transfers from other government entities

Revenuesfromnon.exchangetransactionswithothergovernmententitiesare
measuredatfairvalueand,.*gni,"aonobtainingcontroloftheasset(cash,
goods, ,"rri"J'"ii';*;Ol if tfr. L*tt r is frie from conditions and it is

probable ,r,u,.i. ".oloric 
6l,nentr;;;i"" potential related to the asset will

flow to the entity and can be measureJ reliably. R.rurr.nt grants are recognized in

the rru,"r.n, 
''o? 

1o'np'"h"n'int income' Development/capital grants are

recognized in tnJ rtui.-rJnt of financffitiii"n *a rlalised in the statement of

comprehensir" in"oln" over the ur.rut iir. of the assets that has been acquired

using such funds

li) Reve-nue from erchenge transactlons

Rendefing of servlces
.I'heentity,""ogni*.revenuefrom.renderingofservicesbyreferencetothestage

of completion ih.n the outcome ori1,r ii-i.rtion can be estimated reliably' The

stage of .orprriioi is measured uy r.Er.n.. to labour hours incurred to date as a

p"ti"ntug. oitotal estimated labour hours'

Wherethecontractoutcomecannotbemeasuredreliably,revenueisrecognized
only to tt 

" "*teiiih"t 
tt" 

"*ptntes 
incuned are recoverable'

fli'"fl:1* the sare of goods is recognized when the significant risks and

rewards of ownership have been rr*rr".r.ito the buyer, usually on delivery of the

goods and *h;;,h;'*ount of reve;; i. ,.*ur.a reliabiy *.9 
il ::^r.,*i:l"

that the economic benefits o, ,.rri#ioi"itiur *io.iuttd with ihe transaction will

flow to the entitY'

l0



Kenya Prisons Service (Prison Industry Revolving Fund)

Annual Reports and Financial Statements

For the yea r ended June 30,2018

NOTES TO THE FINANC IAL STATEMENTS (Continued)

4 SUMMARYoFSIGNIFICANTACCOUNTINGPoLICIES(Continued)

a) Revenue recognition (Continued)

a) Budget information

The original budgct for FY 2017-2018 was approved by the Principal Secrctary flor

State DJpartment for corrcctional Services on October 2017'

The cntity's budget is prepared on a different basis to the actual income and

expcndituie discloied in the financial statements.'l'hc financial statements are preparcd

on accrual basis using a classification bascd on thc nature ofexpenses in the statement

of financial pcrfbrmaicc, whcrcas thc budget is prcparcd on a cash basis' The amounts

in the financial slatements were recast from the accrual basis to the cash basis and

rcclassified by presentation to be on the same basis as the approved budget' .A
cornparison oi'Uudget and actual amounts, prcpared on a comparable basis to the

approved budget, isihen presented in thc statement of comparison of budget and actual

amounts.

ln addition to the Basis difference, adjustments to amounts in the financial statements

are also made for differences in the formats and classification schemes adopted for the

presentation ofthc financial statements and the approved budget.

A statemcnt to reconcile the actual amounts on a comparable basis included in the

slatement ol' comparison of budget and actual amounts and the actuals as pcr the

statement of financial pcrforman-ce has been prcscntcd undcr scction xxx of thssc

financial statemcnts'

b) Property, Plant and equiPmcnt

All propeyty, plant and equipment are stated at cost lcss accumulatcd depreciation and

impairmeni losses. Cost includes expenditure that is directly attributable to the

acquisition of the items. When signifiiant parts of property, plant and equipment are

rcquired to be replaced at intervali the entity recognizes su.ch parts as individualassets

lviih specific useful lives and depreciates tLem accordingly' I-ikewise, when a rnajor

inrp..iion is performed, its cost is recognized in the carrying amount of thc plant and

equipmcnt as a replacement if the re"ognition criteria are satisfied' All other rcpair and

rnaintenance costs are recognized in sirplus or deficit as incurred' Where an asset is

acquired in a non-exchangl transaction for nil or nominal consideration the asset is

initially measured at its fair value

c) Non-currcnt/@$3rylg
Fixed asscts ur" fiiti Net Book value or cost less accumulated dcpreciation'

Depreciation is calculated on reducing balance as follows:-

o Motor Vehicles l0%
. MachinerY 5%

o Tools 33 ll3%
o ComPuters 5o/o

ll
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Kenyu Prisons Service (Prison Industry Revolving Funcl)

Annua! Reports and Financial Statcments

For the r cnded June 30,2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d) Rescarch and development costs (Continued)

ImPuirment of ftnunciol ussels

'Ihe Entity assesses at cach reporting date whether there is objective evidence that a

financial urr"t or an cntity of financial assets is irnpaired. A financial asset or a

entity of financial assets is dccmcd to be impaired if, and only il, thcre is.objectivc

evidence of impairrnent as a result of one or more evcnts that has occurred altcr thc

initial recognition ofthe asset (an incurred'loss event') and that loss event has an

impact on Ih" cstimated future cash flows of the financial asset or the entity of

financial assets that can bc reliably estimated. Evidencc of impairmcnt may includc

the following indicators:

Impairnrcnl offinanciol assets (Continued)

.!. The debtors or a entity of debtors are cxpcriencing significant linancial

difficulty

* Dcl'ault or clelinquency in intcrest or principal payments

* Thc probability that debtors will cnter bankruptcy or other financial

reorganizatiott

.1. Observable data indicates a measurable decrease in estimatcd future cash flolvs- 
(".;. ;ir;;S";il;;;il "i 

cconomic conditions that correlate rvith delaults)

Financial liubilities

Inltlal recogttiliott and meosurement

F'inancial liabilitics within the scopc of IPSAS 29 are classified as fittattcial

liabilities at fair value through surplus or dehcit or loans and borrowings, as

uffropriut.. The Entity deter;ines ihe classification of its l'inancial liabilitics at

initial recognition.
All financial tiabitities are recognized initially at fair value and, in the case of loans

andborrou'ings.plusdircctlyattributabletransactioncosts
e) lnventories

lnventory is measured at cost upon initial recognition' 'fo the extent that inventory lvas

rcceivcd through non-exchangc transactions (for no cost or fbr a nominal cost)' thc cost

oIthc invento,y it itt fair value at the datc of acquisition'

Costs incurred in bringing each product to its present location and conditions are

accounted for, as follows:

proportion of manulacturing overhcads bascd on the normal operating capacity' bLrt

cxcluding borrowing costs

t2



Kenya Prisotrs Service (Prison Incluslry Revolving Fund)

Annual Reports and Financial Statements

For the cnded Junc 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)

e) Inventories (Continued)

After initial recognition, inventory is measured at the lower of cost and net realizable

, value. However, io the extent thai a class of invcntory is distributed or deployed at no

charge or for a nonrinal charge, that class of inventory is measured at thc lower of cost

and current replacement cost'

Net rcalizable valuc is the estimatcd selling price in the ordinary course of operations,

less thc estimatecl costs of completion and tt e estimated costs neccssary to make the

sale, exchange. or distributiott.

Invcntories are rccognized as an expense when deployed for utilization or consumption

in thc ordinary coursc of operations of the Entity'

0 Provisions

Provisions arc recognized when the Entity has a present obligation (legal or

cons(ructive) as a reiutt of a past event, it is probable that an outflow of resources

embodying economic benefiti or service potential will be required to settle the

obligation and a reliable cstimate can bc madc of the amount of thc obligation'

Where the Entity expects solne or all of a provision to bc rcimbursed, for examplc'

undcr an insurance contract, the reimbursement is recOgniz-ed as a separate asset only

when the rcimbursement is virtually certain'

The cxpense relating to any provision is prescnted in the statement of financial

pcrformance net of any reimbursemenl'

Co nt inge nt I ia bi lities

'l'hc Entity does not rccognize a contingent liability, but discloscs details of any

contingencies in the notes=to the linancial statemcnts, unlcss the possibility of an

outllow of resources emboclying economic bcncfits or scrvice potential is remote'

Conlingent assets

'Ihe Lntity does not recognize a contingent asset, but discloses dctails of a possiblc

asset whose existence is ionting.nt on-the occurrence or non-occunencc of one or

morc unccrtain future evcnts not-wholly within the control of the Entity in the notes-to

the financial statements. Contingent asscts arc asscssed continually to cnsure that

dcvelopmcnt, u." uppropriatcly rlflected in the financial statemcnts' lf it has become

virtually certain that an inflo* of economic bencfits or scrvics potential will arisc and

thc asset,s value can be mcasurcd reliably, the asset and thc- related revenue are

recognized in the financialstatements of the period in rvhich the change occurs'

l3
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Kenya Pfisons Senice (Prison Industry Revolving Fund)

Annual Reports and Financial Statements

For the year ended June 30' 201E

NOTES TO THE FINAI{CIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIflCAFIT ACCOUNTING POLICIES (Continued)

g) Neture and PurPose of reserves

The Entity creates and maintains reserves in terms of specific requirements'

h) Changes ln rccounting policies and estimates

TheEntityrecognizestheeflectsofchangesinaccountingpolicyretrosPectively.l'he
effects of 

"frani"r 
in accounting policy- are applied prospectively if retrospective

application is imPractical.

i) Foreign curreney transactions

Transactions in foreign cunencies are initially accounted for at the ruling rate of

exchange on the date-of the transaction. Tradl creditors or debtors denominated in

foreign 
"urr"n"y "t" 

i.po.t.a at the statement of financial position reporting date by

applying tt e e'xcrrang. ,.rt. on thst date. Exchange differences arising from the

settlement of .r.aitorr] or from the reporting of creditors st rates different from those at

which they *.r. initiuffy recorded during the period, are recognized as income or

expenses in the period in which they arise'

j) Borrowing costs

Borrowing costs are capitalized against qualifiing assets as part of property, plant and

equiPment.

Such borrowing costs are capitalized over the period during whic.h the asset is being

acquired or conitructed and bonowings have beln incuned. capitalization ceases when

construction of the asset is .o*fti.. Further borrowing costs are charged to the

statement of financial performance'

k) Related Parties

The Entity regards a related party Ls a person or. an entity with the ability to exert

control indivi[ually or jointly, or to exercise significant influence over the Entity' or

vice versa. Members of key management are regarded as related parties and comprise

the directors, the CEO and senior managers'

l4



Kenya Prisons Service (Prison Industry Revolving Fund)
Annual Reports and Financial Statements
For thc year ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Continued)

l) Cash and cash cquivalents

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

on calland highly liquid investments with an original maturity of three months or lcss.

which are rcadily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Ccntral
Bank of Kenya and at various commercial banks at the end of the financial year. For
the purposes of these financial statements, cash and cash cquivalents also include short
tenn cash imprests and advanccs to authorised public officers and/or institutions which
lvere not surrendered or accounted tbr at the end ofthe financial ycar.
Sumrnary;

m) Iludgct information
'l'he original budget fbr FY 2017-2018 was approved by the Principal Secretary State

Deparlment fbr Conectional scrvices on 24th October,20 17. Subscqucnt revisions or
additional appropriations wcrc made to the approved budget in accordance with
specific approvals flrom the appropriate authorities. The additional appropriations arc

added to the original budgct by the entity upon receiving the rcspcctive approvals in
order to conclude the final budgct.

The entity's budget is prepared on a diflerent basis to tlte actual income and

expenditure disclosed in the financial statements.'l-he financial statements are preparcd

on acsrual basis using a classitication based on thc nature of expenscs in the statemcnt

of financial performance, whereas the budget is prcparcd on a cash basis.'l'hc amounts

in the financial statements were recast from the accrual basis to the cash basis and

rcclassified by presentation to be on the same basis as the approved budget' A
comparison of budget and actual amounts, prcpared on a comparable basis to the

approvcd budgct, is then prcscnted in thc statcmcnt of comparison olbudget and actual

amounts. ln addition to the Basis difference, adjustments to amounts in thc financial

statements are also made for diflerences in the formats and classification schemcs

adopted for the presentation ofthe financial statements and the approved budgct.

A statement to rcconcile thc actual amounts on a comparable basis incltrded in the

statement of comparison of budget and actual amounls and the actuals as per the

statemcnt of financial performance has been prcscnted under section xxx of thcse

financial staternents.
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Kenya Prlsons Serulcc (Prison Industry Revolving Fud)
Annual Reports ond Flnanclal Statements
For the year ended June 30' 2018

NOTES TO TIIE FINANCIAL STATEMENTS (Condnucd)

4 S$MMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contlnued)

n) ComParrtlve ligures

Where necessary comparative figures for the previous financial year have been

amended or rcconfigured to conform to the rcquired changss in prcsentation.

o) Suhrequentovents

There have becn no events subsequcnt to the financial year end with a significant

impact on the ffnancial statements for the year ended June 30' 2018.

SIGNIFICANT JUDGMEI{TS AIYD SOURCES OF ESfiMATION UNCERTAINTY

Thc preparation of the Entity's financial statements in conformity with IPSAS requires

management to make judgments, $timates and assumptions that affect the reported

arnounts of rcvenues, expsnses, assets and liabilities, and the disclosure of contingent

liabilitieq at the end of thi reporting period. However, uncertainty about thcse assumptions

and estimatcs could result in outcomes that require a material adjusunent to the carrying

amount of the asset or liability affected in future periods.State all judgernenS, estimates

and assumptions made: e.g

Useful liveg and rcridual valucl

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

inform potcntial future usc and valuc ftom disposal:

processes

l6



Kenya Prisons Service (Prison Industry Revolving Fund)
Annual Reports and Financial Statements
For the year ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6 SALEOFGOODS
Sales reprcsent revenue collectcd by respcctlve ststlons and surrcndered at Prlgon Hcadquarters.

NB. The amounl of 404,91 l,&7.60 excludes 11,565,704.00 which was a prepayment hence was not

included in the sales ofthe financial year

7 USE OF GOODS AND SERVICES

8 OTHER INCOME

404.9il.647.60 406.078.256.25Sale of eoods - Cash sales
37.057.59 r.2064.947.586.00Sale of goods - credit sales

8.426.921.2013.152.856.00Other( prepayments)

(4.s 19.990.50)(25.408.737.00)Prcvlous debt collectcd durlng the year

447.042.784.t5457.603.352.60Total sales from the sale ofgoods

20t6-201120t7-2018Oocnins Stock (l-7-2017)

158.034,947.63I 89.335, l 52.84Raw Matcrials

l 25.05s.366. I 4I16.841.459.37Work in Progrcss

26.522.365,6328,574,753.63Iiinished goods

341.2:t2.884,70363.675.184.00Purchases - (2211023)

698.426.549.84 656.885.564.r0Total Cort of Mrterlrls
Lcss Cloring Stock (30-0G2018)

r 89,33s, r 52.84t95,756,762.27Rarv Materials

l r6.841.459.37102.464.558.21Work in progrcss

24.8 19.339. r7 28,514,753.63Finished goods

334.75t.365.E4323.0,1,0.659.65Sub-Total

322.t34.19E.26375J85.E90.19Cost of goods sold

nil nilIncome from disposal of assets
nilnilTotal other income

t7
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Kenya Prisotts Service (Prison Industry Revolving Fwtd)

Annual Repo rts and Financial Statements

26t.114.75
.214l

273.5 00
56.75

Motor Vehicles

916,81?,89972.258
t2 33 8.36t21.921.44

l7I l9I 13,900.4 IMetal
83 762.17794,924.06N

581.85
339 02t.29

612.48

322,070.23
Other Mach
Lcather l3 .021.82ICoconut

23 9s3,6024t.655.92
'l'ools & 5,81 8,100.595,053,943.51

10,089,504.539,066221.51Total depreciatio n and amortization

For the year ended June 30, 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9 DEPRECIA TION AND AMORTIZATION EXPENSE

1O REPAIRS AND MATNTENANCE

1I GENERALEXPENSES

7 1l

55 30

900

165.000

7,5

5 526.660

0

125

457

497 r30

195 000

2.007 652

28.261.000

3,508,0004,540,850Maintenance of prope4yr !L!!gj-qg_
0801.62,750.000

l5 9lI4.994.050
235 00058,000

Maintenance of motor V
ent andMaintenance of

and accessoriesMaintenance of
and maintenanceTotal 12,342,900

689, I 50Catering services
1,536,900Tuition fees

r09 509

3, | 50,000

8.285,540

Newspapers subscri lons

Other fuels - wood fuel

Refined fuels
3,478,800
7,519,400

6,72!219_subsistence

Travel cost
on domesticAccom

Electricity exPenses 2,363,490
882 000Purchase o uniforms

1,4LqJl-qo/dOffice 1 500I Stationeries
344J}L

30 000& advertisernents
46 325

70,000

t4 410.000School examinations
Tclephone expenses

Trade shows

Total gen eral expcnscs

l8
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Kenya Prlsons Semlce (Prison Industry Revolving Fund)

Annual Reports and Financial Statements

For the ended June 2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

t2 cAsH AND CASH EQUMLENTS

NB. pMC Account represents the amount that is held in the formcr Ministry of I"lome Affairs

Deposit Account on behalf of the Fund.

12 (a). DETAILED AI\ALYSIS Or THE CASH AI{D CASH EQUMLENTS

13 RECEIVABLES FROM EXCHANGE TRANSACTIONS

2,187,892,6230,575,456.10Current
30,318,827.00On - call cash

175 .00175,987,430.00
1 7 .62236,881J13.10Total cash and casb equ ivalents

Current account
2,187,892.6230,575,456.10I 000307498Central Bank of

175.987,430.00175.987.430.00General
178,175,322.62206.652.886.10Sub- total

b
30,318,827.00Cash in transit
30.318,827.00Sub total

t7t,175322.62236.881.713.10Grand total

Current 8677 I1l 85
Sale of ronsinstitutGovemrnentdebtors

t77 0077 760.00
Sale of debtors - Private customers

0.000allowanceLess:
Total current receivables

xxxxxxTotal receivables

DEBTORS RECONCILIATION AS AT 3OTH JUNE 2OI8

Opening balance as at lsJulY,20l7

Add New debts during the Year

Less: debts Paid

Closing balance as at 30thJune,20l8

77,39t,t57.86
64,974,586.00

(25.408.737.00)

I r 6.957.606.86

l9
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Kenya Prisons Service (Pris<tn Inclu'rlry Revolving' Fund)

Annual RePorts and Financial Statemcnts

For the cnded June 30, 2018

NOTES TO THE F'INANCIAL STATEMENTS (Continucd)

14 INVENTORIES

189,33 5.1 52.84

l 16.841.459.37
2 5 7s3.63

65 334 751,365.84

l5 .TRADEANDOTHERPAYABLESFROMEXCHANGBTRANSACTIONS.

creditors

69 51.920

ts reccl ved in advance (p, ivate)
5 69,651 920

Total tradc and othcr PaYa

I6 RI]FUNDABLE, DE,POSI'TS }'ROM CUSTOMERS

t0 757,4s6
395,400

I

95,

102,464,558.2 1

r9 39.17hcld tbr salc
SS

Raw'materials

Manufaclured
Work irr Pro

'fotal inventorics at the lowcr of cost and nct

realizable value

188,239.335

Payntents rcccived in advance

9,107,80,1-- GovernmentConsumer
2,457.900sits - PrivateConsumer de

I1,565,704Totald its

z0
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Ken1,a Prisons Sen'ice (l'rison lntlustry Ret'olfing' l\tncl)

AnnualRelmrts and Financial Statements

.Ihe 
entity,s finarrcial risk management objectives and policies are detailed belorr,:

,n.(3,r,f,;",;tT Jit$.ur" to credit risk. which is trrc risk that a counterpartv wiI be unable to pa1

arnounts in full rvhcn duc. Crcdit risk ariscs ft;;;;;t; ";J 
cash cquivalcnts' ancl dcposits $'itlt

banks. as wcll as tradc uia o,f,"t rcceivablcs and availablc-for-salc financial investmcnts'

Managcment assesscs the crcdit quality of each customer. taking into account its financial

position, past expericn." 
^na 

other f'aciors' lndividual risk limiti are set bascd on internal or

external assessment ,n ,".oraun.e rvith lirnits;J;),th. clirectors' 'l"he atnounts presented in the

staremenr of finarrcial ;;ri;i;i;t" nct of allorvan"tt rnt doubtful receivablcs' estirnated by the

company,s n,unrg",r.,"nl;;r;;;; frior cxperience and tSeir assessrnent of the current econ.rttic

ii::Tffitamount of financiar assets record'd.i: lT 1::::iilifl?::,ii:,:"$:::J]:lfiJl::
entity's nraximum .-porrr. i" .icclit risk n"i,fto,t'io[ing account of thc valuc oI any collatcral

obtained is nrade up as follows .---.:-^ rL^i. zlohrc oc thorr cor.fhe customers under the fully performing category are paying.their debts as thcy contrnuc

rrading.'fhc credit rirk;;;;"ied rvith,fr"t.-itti'ables is rninimal and no allowancc for

uncollcctible amounts that the company h"t ;;;"g;i;eJ in the financial statemcnts is considercd

adequatc to covcr any potentially irrccovcrable amounts'

.fheentityhassignificantconcentraticrnofcreditriskonamountsducfionrolddcbts

.l.he board of directors scts thc cornpany's crcdit policics and objcctivcs and lays dorvn

pararnetcrs rvithin rvhich the various aspects of crcdit risk managctncnt are opcratcd'

(ii) LiquitlitY risk managcmcnt

Ultimate rcsponsibility for liquiclity risk managemcnt rosts with the cntity's dircctors' who havc

built an appropriate liquidity risk m.anager.iiitu*ttuork lor the management o[the entit;"'s

short, medium and long-tcrm funding anJ liquidity -lnanagemcnt 
tequittments' 'l'he entit)'

rnanages liquidity ,i.[inioug1, continuous monitoringt{'lorccists and actual cash florvs'

For the r endcd June 2018

NOTBS TO .I'HE FINANCIAL STATEMENTS (Continued)

18 FINANCIA L RISK MANAGEMENT

The PIRF"s activities cxpose it to a varietY of financial risks including credit ancl liquiditl' risks

and effects ofchanges in foreign currency''Ihe comPanY' s overal I risk managetncnt pr0gralnlnc

focuses on unPrcdictab ility of changes in the business cnvl ronmcnt and sccks to min imisc thc

potential adverse effect of such risks on its performance bY setting acceptable levels of risk.l'he

company does not hedge any risks and has in placc policics to ensure that cred it is only extended

to customers rvith an cstab lishcd crcdit history

(iii) Markct risk

'l'he board has put in place an internal audit lirnction to assist it irr asscssing thc risk faccd by thc

enrity on an ongoirrg;il, luotuur" una t"ti if'" dcsign and cflbctivcncss ol'its intcrnal

accounting and operational controls'

Markct risk is thc risk arising from changes in market priccs' such as intcrcst ratc' cqr'rity priccs

and forcign exchange i"i". irri"1, will a=ffcct the cntity's incomc or thc valuc of its holding of

f'rnancial instruments. "l'he objective of tnarket ;;;k ;;"g"mcnt is to managc and control trrarkct

risk exposurcs rvithin acceptable pararneters, wiiit "ptiiiting 
thc rcturn' Ovcrall responsibility'

for managing markct ,irf iirir triih the Audit and Risi Management Committee'

22
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Kenya Prisons Service (Prison Indu.rny Revolving Fund)
Annual Reports and Financial Statements
For the yea r ended June 30,2018

NOTES TO THE FINANCIAL STATEMENTS (Continued)

19. FINANCIAL RISK MANAGEMENT (Continued)

(iii) Market risk (continued)

The company's F'inance Department is responsible for the development of detailed risk
lnanagement policies (subject to review and approval by Audit and Risk Management
Committee) and for the day to day implementation of those policies.

Therc has been no change to the entity's exposure to market risks or the manner in rvhich it
manages and measures the risk.

a) Foreign currency risk
The cntity has transactional currcncy exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local curency. lnvoices
denominated in forcign currencies are paid after 30 days from the date of the invoice and

convcrsion at the time of payment is done using the prevailing exchange rate.

The entity manages forcign exchange risk form futurc commercial transactions and recognised

assets and liabilities by pro.iccting for expected sales proceeds and matching the same with
expected payments.

Note; PIRIr did not have transactions in foreign currency in the year undcr revierv.

b) lnterest rate risk

Intcrest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rate lcvcls. '[he company's interest rate risk arises from bank

deposits. This cxposes the company to cash flow interest rate risk. '[he interest rate risk exposure

arises mainly from interest ratc movements on thc company's deposits.

Managenrcnl of interest rale risk
To manage the interest ratc risk, management has endeavoured to bank with institutions that
offer favourable interest rates.

Se n s i t i v i t1' anal Ys i's

The entity analyscs its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. 'l'he

sensitivity analysis for interest ratc risk assumes that all other variables, in particular foreign

exchange rates, rcmain constant. 'Ihe analysis has been performcd on thc samc basis as thc prior
year,

23



l,vt

Kenya Prisons Service (Prisott lndu'slry llevolvittg, l''und)

Annual Reports and Financial Statcments
r ended.Iune 30' 2018For thc yea

NOTES TO THE I'INANCIAL STATEMENTS (Continued)

19. FINANCIAL RISK MANAGBMENT (Continucd)

iv)

Gcarin tcst ratio

F'air value of financial asscts and tiabilities

4 Financial instrunrcnls nrcasttretl ot fair value

f)etennination of fair valuc and fair values hicrarchy

IFRS 7 specifies a hierarchy of valuation teclrniques based on rvhether the inputs

to thosc valuation tcchniquts are observable or unobscrvable' Observable inputs

reflect markct data obtalned from independent sourccs; unobscrvable inputs

rcflcct lhc cntiry"5 markct assutnptions' Thesc trvo types of inputs havc crcatcd

thc fbllowing tair valuc hicrarchy:

o Lcvcl I - Quoted prices (unadjusted) in active markets lor identical assets or

liabilities. This level includcs listcclequity securities and dcbt iustrumcnts on

exchanges.
. l,evcl 2 - Inputs other than quotcd priccs included within l.evcl I that arc

observablc for thc asset or iiuUitity. either dircctly (that is. as prices) or

indirectly (that is. derived from prices)'

o Lcvcl 3 - inputs for thc assct or liability that arc not bascd ott observablc

market data (unobservablc inputs). 'fhis level includes equity investments and

debt instruments rvith signidcant unobservable colnponents' 'l'his hicrarchl'

requires thc use of obiervable market data whcn availablc. 'I'bc entit.lt

considers relevant and observable market prices in its valuatiorrs lvherc

possible.

Capital Risk lVlanagcmcnt

The objective of the enrity's capital risk managemcnt is to safcguard thc lloard's abilitl'

to cont'inue as a going concern.'The entity capital structure compriscs of the lbllorving

funds:

33%

536,538,369.04

0.00
236.881.713,10

i:o,sst,itr.to
449/o

0Revaluation rescrvc
0

369.04522,538,529,847.589.94I{etained earnin
14,000.000.00r4.000.000.00resel'veC

543,84?,589.94Total funds

0.00Total borrou,
178,175,322.62

178.175,322.62ulva

Less: cash and bank balances

cush and cashNet cxccss

24



a
,,t

I

;
Kenya Prlsons Servlce (Prison Industry Revolving Fund)

Annual Reports and Financial Statements
F'or the yea r ended June 30,2018
NOTES TO TI{E FINANCIAL STATf, MENTS (Continued)

19 RELATEDPARTYBALANCES

Nature of relatcd party relationships

Dntities and other parties related to the entity include those pamies who have ability to
exercise control or exercise significant influence over its operating and financial
decisions. Related parties include management personnel, their associates and close

family members.

Government of Kenya

The Government of Kenya is the principal shareholdcr of lhe entity, holding 100% of the entity's
equity interest. The Govemment of Kenya has provided full guarantees to all long-term lenders of
the entity, both domestic and extemal. Other related parties include:

i) TheNationalGovernment;
ii) The Parent Ministry;
iii) The Kenya Prisons Service department;
iv) Key management;
v) Board of directors

20 EYENTS AF'TER THE REPORTING PERIOD

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

2I ULTIMATE AND HOLDING ENTITY

The entity (PIRF) is a fund established by a legal notice no 314 in the Kenya Prisons

Service- Prisons Enterprises section (Prisons Revolving Industries Fund) under the State

department for Correctional Services in the Ministry of lnterior and Coordination of
national government. Its ultimate pBrent is the Government of Kenya.

22 Currency

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

24 Suspense Account
The suspense account balance represents a balancing figure as the books ofaccounts werc not in

agreemint. The suspcnse account has reduced to the cunent level. Movement in the account is as

follows.
2017t20t8 201612017

Balance B/F 3,966,131.10 3'984,891'10

Increase/decrease 18.760.00 @96967 '16)
3,830,232.43 3,487,923.94
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Kenya Prisons Service (Prisott Inclustry Revolving Funcl)

Annual RePorts and l'inancial Statements

For the Yea r ended June 30. 2018

APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATI ONS

1'he follorving is thc summary of issues raised bY the external auditor, and management

commcnts that wcrc providcd to thc auditor. We have nominated focal persons to resolvc thc

various issues

to bc rcsolvcd
as shorvn bclolv with thc associated timc frame rvithin which we cxpect the issttcs

The rnngt has

continued engaging
relevant authorities
seeking transfer of
Kshs 178.987,430'00
rvhich was lcft during

thc arnalgamation of
ministries
'l'he susPense account

balance rePresents the

balancing figure as

the books ofaccount
could not balance

mainly because of
unavailabilitY of
records frorn District
'Ircasurics on

returncd balances of
funds AlEs issued to

statiotls at the closure

ofthc financial ears.
'l'he amounts held in

the PMG accounts

arc inaccessible since

thc MOl'lA was

dismantled"l'he mgt

has bccn seeking

transfer ofthe sanre

Not
resolved

l

i

,

i

I

I

I

I

1

I

I

I

Resolved

Not fullY
rcsolvcd

Accountant
PIRF

'l'he assets register
rvas updated and

provided to the

auditor
-'i'lie 

managemcnt has

undcrtaken measures

to hasten collcction
o[dcbts lrom our
customers

Not
rcsolvcd

Non provision
of dctailed
schedule

Increase in
outstanding
debtols

Non transfer of
the amounts itl
thc acctlunts
from MOl{A
to the funds
CEIK account

Fixcd assets

Debtors

PMG
account

Not
rcsolved

Presencc ofthe
account
without full
cxplanation

Suspensc
AIC

I IA[J-state
dcpt for
corrcctional
scrvices

Accountant
I)IRI:

l"lAU-state
dept lbr
correctional
services

Non paYmcnt

to creditors
rvhilc the PMG
account has

n'loncy

Crcditors

from trcasu
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Kenyo Prisons Service (Prison Industry Revolving Fund)
Annual Reports and Financial Statements
For the yea r ended June 30, 2018

APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTIT1

Projects

Projects implemented by the State Corporation/ SAGA l'unded by development partners

Status of Projects completion

(Summarise the slalus of projecl completion at lhe end of each quarter, ie total costs inarred,
stage which the project is etc)

APPENDIX IIII INTER.ENTITY TRANSFERS

APPENDIX IV: RECORDING OF TRANSFERS FROM OTHER GOVERI\MENT
ENTITIES
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