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1. KEY INSTITUTE INFORMATION AND MANAGEMENT

€Y

(b)

Background information

The Institute of Human Resource Management is a statutory professional body established under
the Human Resource Management Professional (HRMP) Act, No 52 of 2012 on December 31 "
2012. The Institute is domiciled in Kenya and is mandated to regulate the HR professional in
Kenya, enhance competencies and capabilities while supporting innovative and transformative

HR practices and standards.
Principal Activities

The principal activity of the Institute is the regulation and promotion of human resource
practices in Kenya. \
Vision
Ethical, people-centric HR professionals
Mission
To regulate and promote the practice of Human Resource Profession in Kenya through;
1. Enhancing competence and capabilities of Human Resource Professionals whilst serving
public interest. _ oS
2. Supporting innovative and transformative Human Resource Practices and Standards.
3. Building Sustainable Institutional Capacity and Collaborations.
4. Engaging in Human Resource Research, Publication and Knowledge Development
Core objectives
e Transparency & Accountability

e Professionalism i

Innovation

Compliance & Green practices

Business Acumen

ii
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The functions of the Institute are;

R WS

10.
11.
12.
13.

Establish, monitor and publish the standards of professional competence and practice amongst Human
Resource Professionals

Register persons who meet the required Professional and ethics standards,

Promote research in Human Resource practice and related matters,

Publish books, periodicals, journals and articles on Human Resource,

Provide a medium for communication and exchange of information, knowledge and ethical standards for
those persons engaged in the field of Human Resources Management;

Network with regional and international related bodies to promote and develop progressive Human
Resource Management practices,

Hold examinations and prescribe tests of competency deemed appropriate to qualify for membership and
certification by the Institute, =4

Advise the Examinations Board on matters relating to examination standards and policies;

Advise the Registration Committee on matters relating to registration.

Regulate the practice, competence and professional conduct of Human Resource Professionals;

Promote and protect the welfare and interests of the Human Resources Profession,

Promote inter-professional collaboration with other Professional bodies; and

Carry out any other functions prescribed for it under any of the pr‘gyljﬁ‘(pns of this Act or under any written

law. !

(c) Key Management

The Institute’s day-to-day management is under the following key organs:
- Executive Director

- Head of Operations & Shared Services ‘e

- Head of Corporate Affairs & Communications

- Head of HR & Membership

iii
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(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30™ June 2021

and who had direct fiduciary responsibility were:

1. | CHRP Quresha Abdullahi Executive Director

2. | Irene Kimacia Head of Corporate Affairs & Communication
3. | Fredrick Karani Head of Operations & Shared Services

4. | Milka Owao Training Manager

5. | Job Akuno Finance Manager

(e) Fiduciary Oversight Arrangements

- National Council

- Commitices
a) Finance & HR Committee
b) Continuous Professional Development (CPD) & Training Committee
¢) Registration Comin:ttee
d) Discipnuary Committee
e) Audit, Risk & Compliance

(f) Institute Headquarters
P.O. Box 6132 - 00300
Prism Towers, 24th Floor,
3rd Ngong Avenue
Nairobi, KENYA

(g) Institute Contacts
Telephone: (254) 020 221 3745, 224 0213
E-mail: info@ihrm.or.ke

Website: www.ihrm.or.ke

iv
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(h) Institute Bankers

Absa Bank
Harambee Avenue Branch
P.O. Box 30120
GPO 00100
NAIROBI, KENYA

- Kenya Commercial Bank of Kenya
Kipande House Brach
P.O. Box 30012
GPO 00100,
MAIROBI, KENYA

(i) Independent Auditors
Auditor General
Office of the Auditor General
Anniversary Towcrs, University Way
P.U. box 30084
GPO 00100
Nairobi, Kenya

(j) Principal Legal Adviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2. THE COUNCIL

The following are the Council Members serving at the moment.

CHRP Phillip Dalmas Odero

A

National Chairman

Qualification — Masters in Supply Chain Management &
Logistics, Bachelor’s Degree in Purchasing & Supplies
Management, Diploma in Supplies Management, Diploma
in Information Studies, Advanced Diploma in Purchasing &
Supplies, Higher National Diploma in HRM, HRMPEB &
CHRP.

Date of Birth — 01/01/1982

2 Mr. Abdisalam Mohammed

Council Member — North Eastern Region Representative
Qualifications — Masters in Business Administration
(Governance & Ethics), Bachelor Degree (Human
Resource Managcmnm) & CHRP.

Date of Birui - 22/06/1 §60

3. Ms. Patricia Okello

Council Member — Western Region Representative
Qualifications — Masters in Labour Relations Management,
Bachelor in Business Management (HRM Option), Higher
Diploma in HRM, Diploma in Labour Studies Management
& CHRP.

Date of Birth — 15/01/1972
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4.

Ms. Hellen Apiyo

Council Member — Ministry of Labour Representative
Qualifications — Master of Arts (Development,
Employment & Labour Studies), Bachelor of Law,
Bachelor of Arts (Political Science & Sociology) and
Higher Diploma (Legal Practice Education).

Date of Birth — 13/08/1969

Council Member — Central Region Representative
Qualifications - Masters of Business Administration
(HRM), Bachelor of Business Administration (HRM),
Higher Diploma in HRM & Diploma in Personnel

Management.

Council Member — Ministry of Public Service
Representativé*

Qualifications - PhD. Business Management (Human
Resource Management and Organizational Behavior),
Master of Business Administration (HRM), Bachelor of
Education (Mathematics/Geography) & CHRP.

Date of Birth — 01/06/1967

Ms. Lilian Ngala

Council Member — Nairobi Region Representative
Qualifications — Doctor of Philosophy(PhD) in Human
Resource Management, MBA (Strategic Management),
Post Graduate Diploma (HRM) & CHRP.
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8.

Mr. John Mutisya Mwanzia

Council Member — Coast/Eastern Region Representative
Qualifications - Bachelor of Business Administration (HR
Option), Diploma in HRM, Advance Certificate in
Business Management & Certificate in Business
Management

Date of Birth — 05/05/1966

Ms. Beatrice Cherotich Bii

Member - Representing Rift Valley Region
Qualifications - MBA Strategic Management (Ongoing),
Bachelor of Business Management (HRM Option),
Diploma in HRM & CHRP.

Date of Birth — 01/01/1987

10.

CHRP Quresha Abdullahi

Council Secretary/ Executive Director

Qualification — Masters in Human Resource Management,
Bachelor of Arts in Sociology & Psychology & CHRP.
Date of Birth — 19/09/1983 :

The following were the Council Members who served during the financial year 2020/2021.

—

Mr. Joseph Vincent Onyango, MBS | National Chairman

Mr. Stephen K. Malakwen

Vice Chairman

Ms. Irene Kimacia

2

3, Mr. Bildad Kisero Member
4. Ms. Patricia Okello Member
> Ms. Hellen Apiyo Member
6. | Ms. Catherine Mwangi Member
: Dr. Jacob Mbijjiwe Member
8.

Council Secretary/ Ag. Executive Director
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3. MANAGEMENT TEAM

1. CHRP Quresha Abdullahi

Title - Executive Director
Qualification — Masters in Human Resource Management,

Bachelor of Arts in Sociology & Psychology & CHRP

” 2 Irene Kimacia

Title - Head of Corporate Affairs & Communications
Qualification — Bachelor of Arts in Communication (Electronic

Media), HND Human Resource

3. Fredrick Karani

Title - Head of Operations & Shared Services
Qualification — Bachelor of Science in Actuaria! Science;"HND

Human Resource

4, Milka Owao

Title - Training Manager
Qualification — Bachelor of Human Resource Management/ Dip.

In Business Management, HND Human Resource & CHRP

Title - Finance Manager
Qualification — Bachelor of Commerce (Accounting Option) &

CPA (K)
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4. CHAIRMAN’S STATEMENT

It is with pleasure gracing this period with numerous activities and membership developments. The
human resource profession in Kenya is in a new trajectory. Since 2012, Institute of Human Resource
Management has made several strides in respect to enacting various regulations such as; training and
membership registration, elections to the council regulations, competency based criteria, branch

networks policy among others.

The Institute provides knowledge, skills and attitudes that have become a key driver of growth and
development globally. Production of qualified human resource professionals has become intensive
and has led to training, coaching and mentorship to get higher value services to manage labour force
with the appropriate mix of technical and soft skills. We are happy to revamp the HRM Magazine.
The Institute is still calling on members to write articles for publication on the magazine as a way of

sharing knowledge on a professional platform.

The Strategic Plan (2020-2023) marks yet another milestone in the life of the Institute of Human
Resource Management. This Plan takes off from a successful implementation regime of the previous
Strategic Plan (2016-2020). It guarantees continuity,a;i;l succession and further takes a bold initiative
to chart a new path, introducing a nc.. .vitical dimension in the conceptual framework of the

Institute’s mandate.

A lot of initiatives and partnerships are also in place to ensure continuous engagement among

members and their professional growth.

CHRP Phillip Dalmas Odero
Council National Chairman
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5. REPORT OF THE EXECUTIVE DIRECTOR
The Institute of Human Resource Management continues to enjoy significant growth, entrenching its
place as a regulator of the HR profession in Kenya. This would not have been possible without the
collaboration of various stakeholders who continue to play a critical role in the growth and

professionalization of the HR practice.

We value the contribution of Members, staff, partners, and especially the Government through our
mother Ministry for their hard work and commitment which has resulted in the gains recorded so far.
This signifies our advancing profession and our commitment to upholding public interest on behalf
of the people of our beloved Nation. It is also a reflection of the IHRM Council’s strong commitment
to providing valuable and sought-after member services, support, resources, leadership, and

collaboration with like-minded stakeholders.

The world of work continues to change and for professionals to remain relevant in a rapidly changing
environment, Continuous Professionci Dé\iéigpfxlent is critical. JHRM has developed a vibrant
calendar that covers emerging trends in the HR space. The calendar caters to professionals at various
stages of their professional journey from Executives to entrants. In the year 2021, IHRM hosted a
training events with thousands of HR professionals across sectors engaging in structured CPD

programs.

The Institute completed the installation of an ERP system significantly enhancing member services
through the use of technology. Memt-rs can now access their invoices, make payments, and book
events at the comfort of their desks. Further integration with existing systems is ongoing to ensure
that Members easily track their CPD points and enhance events management pre, during and post the

event.
Despite the tough economic times, we have ensured the survival of the institution by striving to

maintain a healthy financial position. The Institute recorded notable achievements which were made

possible by the dedicated workforce and guided by the Finance and HR Committee and the Council.
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THRM'’s regulatory role has been designed to match best practices in the regulation of professional
practice by having clear standards, a body of knowledge, and requisite skills and competencies.

Employers continue to engage dully registered members with an increase in inquiries before they hire.
There is growing appreciation of the fact that HR professionals operate in a regulated environment as
per the HRMP Act No. 52 of 2012. The Council has in place a vibrant Disciplinary Committee that

handles any professional misconduct.

I would like to sincerely thank the Institute’s Secretariat for their hard work, often going above and
beyond their limit. Their passion for the HR profession is commendable. Our partners and
stakeholders are critical to the success of IHRM and it is a pleasure to continue working with them.
Special gratitude to the members who volunteer their time to serve in various branches, committees,
and Council your sacrifice is not in vain as the HR Profession has recorded significant growth on your

account. I would like to sincerely thank you all on behalf of IHRM and the HR profession.

=

CHRP Quresha Abdullahi
EXECUTIVE DIRECTOR
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6. STATEMENT OF INSTITUTE OF HUMAN RESOURCE MANAGEMENT
PERFOMANCE AGAINST PREDETERMINED OBJECTIVES FOR FY 2021/2021

Section 81 Subsection 2 (f) of the Public Finance Management Act, 2012 requires the accounting
officer to include in the financial statement, a statement of the national government entity’s
performance against predetermined objectives.
Institute of Human Resource Management has 5 strategic themes and objectives within the current
Strategic Plan for the FY 2020/2021. These themes are as follows:

1. Enhance member services
Operationalization of HRMP Act
Building sustainable institutional capacity
Establishment of Examination Board
Enhancing HR visibility and re-branding

The Institute develops its annual work plans based on the above 5 themes. Assessment of the

AT M

Council’s performance against its annual work plan is done periodically. The Institute achieved its
performance targets set for the FY 2020/2021 period for its 5 strategic themes, as indicated in the

.. diazram below: TP

1. Enhance Innovate value Survey Report Trainings, | 1. Increase in
A L St 1 Membership |- Events registration of
Ry Reports - CPDs new members
services meet thenew |- Newproducts |- Alliances |2. Higher
and emerging | Trauing :;r:;?:f s
needs along it membership
. . 3. Enhanced CPD
with crating
program for
lifelong value developments
4. Introduction of
to members
with the view Dracigh Somams
of attracting
members.
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economy by

2. Enhance Establishing Establishin Sustaining
! .. various g various vibrant
Operationalizatio | governance by : ; .
committees committees committees to
n of HRMP Act putting up and to perform Review and take up various
regulatory tasks from
structures of PR gazettemen ST P
the Council, Enactment of t of Code . Handling
; ; several
efficient and various rules of Conduct i
professional
sustainable and issues
IR : i ing th
institutional regulations PICianpay v
amended of
management
the HRMP Act
4. Building Building Council Effective . Effective
sadtetaibie i ik 11 meetings Council Council
o Branch meetings meetings
institutional order to szt up Activities Continuous | 2. Steady growth
. B of HRMPEB
capacity standards as a monitoring Sustaining a
basis of and strong risk
regulating HR evaluation management
practices, while . of the stratégy
ensungg good’ Strategic through legal
governance Plan PR IO
ond e adopting
constantly : X
inclusiveness
changing
environment.
4. Establishment To continually Number of Acquisition | 1. Operationalize
oy - students’ of office d HRMPEB
of Examination | advocate for HIRT
registering and space and fully
Board good HR graduating for Constitutio functioning
et iiel oo courses. n of Board secretariat.
P g Introduction and . Increase in
governance o e IS-:lecr?tarlatt stikdent
and standards e
courses to enrolment
: of Students
ok meet market
in to CHRP
sector of the
demand
program
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taking
proactive

approach to

influence
legislation,
policy and
regulatory
framework.
5. Enhancing HR | To ensure that Level of Online . Relentless
g £ engagement Activities communicatio
visibility and the Institute’s by the inclnding o il i
re-branding statutory roles, members on portal members,
et eibecicc various Brach stakeholders
; : platforms networks and the public.
values and its Response to Publication | 2. Actively
g s engage the
work supports various Al T
the growth of communicatio increasing
the HR n to members e
. Improved
professwnw‘:‘ : and public i
while i b
% l‘x‘( its role s through
effectively partnership
communicated
and
e b collaboration
audience
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7. CORPORATE GOVERNANCE STATEMENT

The Council and Committee Members are elected by members to supervise the management of the

Institute in the best interests of members. The Council is currently having 10 members and has several

key functions which are summarised as;

a) Maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period

b) Maintaining proper accounting records, which disclose with reasonable accuracy at any time the
financial position of the Institute

c) Designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of the financial material statements, and ensuring that they are free from
misstatements, whether due to error or fraud

d) Safeguarding the assets of the Institute;

~e) Selecting and applying appropriate accounting policies; and

f) Making accounting estimates that are reasonable in the circumstances.

The Council is committed to the highest standards of behaviour and accountability from members and
accordingly endorses the principles code of ethics which sets out the mansier i1 which Members and
employees should conduct themselves. The composition of the Couricil is governed by the Institute’s
Constitution which also details how Council Members are appointed, removed and/or replaced upon

expiry of their term in office.

The composition of the council member reflects the duties and responsibilities it is to discharge and
perform as the representatives of the members. The Council members are independent of management
and free from other relationships which could materially interfere with the exercise of their
independent judgment. The council and committee normally meets quarterly and has as tabulated

below between 1 July 2020 and 30 June 2021. Special purpose meetings are held as required.

xvi



Institute of Human Resource Management
Annual Reports and Financial Statements
For the year ended June 30, 2021

Continued Professional Development & Membership Services Committee

Particulars Meetings
1. | Council Members 9
2. | Registration Committee 1
3. | Disciplinary Committee 2
4. | Audit, Risk & Compliance Committee 3
5. | Human Resource & Finance Committee 9
6.

The Council has one standing committees, being: Registration Committee. The council and committee
members do not have a remuneration but would be paid meeting allowances whenever they are called

upon and settlement of associated costs which reflects in this report as 20 million for the year

2020/2021.

xvii
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8. MANAGEMENT DISCUSSION AND ANALYSIS

Membership

In the year 2020/2021, the Institute continued to maintain the membership as well as increase in new
members during the period. The Institute has conducted various activities such as holding trainings,
seminars, workshops, conference, congress among other annual events to sustain engagement and
regular communication with the stakeholders. The Institute also conducted CPD trainings to maintain
high reputation of the profession and to protect the various stakeholders’ interests.

Revenue

In the year 2020/2021 the total revenue realised was Kshs. 185.3 Million up from Kshs. 182 Million
in the year 2019/2020. This represent an increase of 2.4% from the previous year. Increase in revenue
was noted across all revenue streams except for rental income following exit of the tenant.
Operating Costs

The total operating costs for the year 2020/2021 stood at Kshs. 160.6 Million having increased from
Kshs. 154.4 Million in the year 2019/2020. This attribute relates mainly to increase membership
activities during the period translating to increase in operating costs.

Profit

The summaries above therefore 'ranslate to decrease in operating surplus of Kshs. 2.8 Million. In the
year 2019/2020 the Institute realised operating surplus of Kshs. 27.5 Million compared to operating
surplus of Kshs. 24.7 Million for the year 2020/2021.
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9. ENVIRONMENTAL AND SUSTAINABILITY REPORTING
The Institute has an established commitment to sustainability and national profile for performance

and innovation in this area. We were pioneers in developing a human resource practising approach to
sustainability that connects our activities to the educational requirements and practical sustainability.
We see sustainability as a force for transformative change across our human resource activities,

business operations, public outreach and the entire human resource experience.

i) Sustainability strategy and profile
The Institute of Human Resource Management is a leading professional membership organisation in
advancing growth and development in human resource activities. The successful implementation of
the 2016-2020 strategic plan has brought a lot of efficiency and effectiveness in terms of quality,

accuracy, speed and real _tllme capacity for interactive feedback on various communication platforms.

Environmental performance

The Institute of Human Resource Management takes responsibility and compelled to creating links
between disclosure on environmental performance. The Institute has taken an active part in arctiles
writing campaigns as we believe good environmental gain appropriate recognition and benefits by the
larger public. IRPEYP

The Institute has natured a plan for properly implementing and maintaining the compliance :"‘\O the
legal requirements, corrective, preventive, recording and managing information relating to
environmental performance from time to time. The Institute is inherently well placed for measuring,
managing and communicating their environmental performance for the period. Environmental
performance reporting has enabled the Institute to;

i) Provide Management information helping in exploiting cost saving measures,

ii) Chance to set out what we believe is significant at the Institute.

ii) Employee welfare
The Institute’s strives to provide benefits, facilities, and services to the employees as part of its
employee welfare policy. These activities are undertaken by the Institute to ensure that the employees
have a comfortable and ethical working environment. Welfare activities enhance employees’ morale,
create a loyal and satisfied workforce as well as develop an improved image of the Institute. In
addition to this, the Institute undertake the well-being activities voluntarily as well as ensuring

compliance to the statutory requirements. Some of the areas the Institute has addressed includes;

Xix
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i) Provision of various facilities, services and amenities to improve their health, efficiency,
economic betterment and social status.

ii) Regular remuneration and other economic benefits available to employees.

iii) Introduction of new measures as proposed by the employers, regulations, employees or best
practices in the market,

iv) Bringing about the development of the whole personality of the worker to make them better.

iii) Market place practices
a) Responsible competition practice.
The Institute has a responsibility of conducting business with integrity. Meaning, it strives to;
i.  Maintaining and promoting competition
ii.  Protecting the interests and safety of consumers, and supporting fair trading in markets
affecting consumers and other entities,
iii.  promoting the economically efficient operation,

iv.  undertaking market studies to support competition, consumer and regulation.

The goal of the Institute on competition is to contribute to overal! welfare and economic growth by
promoting market conditions in which the nature, quality, and price of goods and services are
determined by competitive market forces. In addition to benefiting consumers and a general economy
as a whole, such a competitive environment rewards enterprises that respond efficiently to consumer
demand. The Institute is therefore working along the Kenya competition law that encourage
competition in the economy by prohibiting restrictive trade practices, controlling monopolies,
concentrations of economic power and prices for connected purpose.
b) Responsible Supply chain and supplier relations

Supplier relationship is very important and remains most *asic level the resources for the products or
services the Institute would provide to run the business. The key advantages of strong and healthy
supplier relationship include; dedicated service, preferential pricing and special credit terms. Through
this, your supply chain becomes more efficient, cost effective and productive.

i) Effective, open two-way communication is at the heart of any strong business relationship,

ii) A mutual appreciation and willingness to consider the needs and opinions of suppliers,

iii)  Being open and honest with the suppliers,

iv) Ensuring all benefits are split straight down the line,
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V) Trust is the cement holding a strong relationship with our suppliers,

vi) Adapting and embracing innovation as a means of improving services

The Institute is aiming at forming longer, stronger bonds with suppliers. This offers better value

through quality, reliability, value for money, and clear communication.

¢) Responsible marketing and advertisement

The Institute has maintained a very high standard in marketing and advertising for the various services
so far put in the market. Ethical marketing involves everything from ensuring that advertisements are
ethically sounding to building meaningful relationships with customers. The Institute has ensured this
through various principles:

i) Empathy — Deep understanding of consumer needs,

ii) Honesty — Avoiding manipulation and exaggeration in the promotions,

iii) Sustainability — Commitment to public, environmental and social well-being,

iv) Transparency — openness about business operations used in the market,

v) Promise-keeping — genuine intention to keep the promise given to consumers and society
We believe that ethical marketing and advertisement is important and it works.

d) Product stewardship
The Institute of Human Resource management ensures the products and services offered have the
greatest ability to minimize adverse impacts to the consumers. It is at a minimum expected the product
responsibility extends to post consumer utilization of the product and/or service. We know what goes
into our products is important to our consumers, which is why contents are properly analysed for both
effective and safety. The Institute continue to be a leading pillar in the human resource regulations
through initiatives in product safety and content sharing. When appropriate, the Institute escalates

product stewardship issues to the regulatory bodies and Council of Members for appropriate guidance.
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iv) Corporate Social Responsibility / Community Engagements
The Institute of Human Resource Management considers corporate social responsibility an integral
part of the activities. Over the period, it is clear that the corporate social responsibilities activities
have; attracted and maintained motivated workforce, improved relations with staff, increasing
productivity and quality in the long run, increased members’ customer service and strengthen the
Institutes’ brand image and reputation. We are driven by;
1) Accessible and responsive to applications,
i) Transparent and committed to making information widely available,
i) Results focused including performance metrics jointly developed with partners,
iv) Sound management and stewardship of financial resources,

V) Guidance by our members
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10. REPORT OF THE COUNCILS

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

June 30, 2021, which show the state of the Institute’s affairs.
i)  Principal activities
The principal activities of the Institute are to promote professional human resource practices in Kenya.

ii) Results

The results of the Institute for the year ended June 30, 2021, are set out on page 1 to page 7.
iii) Councils

The members of the Council who served during the year are shown on page vi.

iv)  Surplus remission

The Institute did not make remittance to the Consolidated Fund.

V) Aufii'tors

ine Auditor General is responsible for the statutory audit of the Institute in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015 for the period ended June 30, 2021
in accordance to section 23 of the Public Audit Act, 2015 which empowers the Auditor General to

appoint an auditor to audit on his behalf.

By Order of the Council

K foips
Lo Al o C\) I~ 1 [oR[aoRR

Name: Signature: Date:
Council Secretary
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11. STATEMENT OF COUNCILS’ RESPONSIBILITIES

Section 81 of the Public Finance Management Act, 2012 requires the Council to prepare financial
statements in respect of that Institute, which give a true and fair view of the state of affairs of the
Institute at the end of the financial period and the operating results of the Institute for that period. The
Councils are also required to ensure that the Institute keeps proper accounting records which disclose
with reasonable accuracy the financial position of the Institute. The Councils are also responsible for

safeguarding the assets of the Institute.

The Councils are responsible for the preparation and presentation of the Institute’s financial statements,
which give a true and fair view of the state of affairs of the Institute for and as at the end of the financial
year (period) ended on June 30, 2021. This responsibility includes: (i) Maintaining adequate financial
management arrangements and ensuring that these coutinue to be effective throughout the reporting
period; (ii) Maintaining proper accounting récords, which disclose with reasonable accuracy at any
time the financial position of the Institute; (iii) Designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud; (iv) Safeguarding the assets
of the Institute; (v) Selecting and applying appr(_)pgiate accounting policies; and (vi) Making

accounting estimates that are reasonable in the circumscances.

The Councils accept responsibility for the Institute’s financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and estimates,
in conformity with International Public Sector Accounting Standards (IPSAS), and in the manner
required by the PFM Act, 2012. The Councils are of the opinion that the Institute’s financial statements
give a true and fair view of the state of Institute’s transactions during the financial year ended June 30,

2018, and of the Institute’s financial position as at that date.

The Councils further confirms the completeness of the accounting records maintained for the Institute,
which have been relied upon in the preparation of the Institute’s financial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the Councils to indicate that the Institute will not remain a going

concern for at least the next twelve months from the date of this statement.
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Approval of the financial statements

The Institute’s financial statements were approved by the Council on _! * / AULUS T / 2022 and

signed on its behalf by:

Ak O
Signature: Signature:
Name : Phillip Dalmas Oders Name : Quresha Abdullahi
Council National Chairman Accounting Officer
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OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAIRGS!

REPORT OF THE AUDITOR-GENERAL ON INSTITUTE OF HUMAN RESOURCE
MANAGEMENT FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Adverse Opinion

| have audited the accompanying Financial Statements of Institute of Human Resource
Management set out on pages 1 to 38, which comprise of the statement of financial

Report of the Auditor-General on Institute of Human Resource Management for the year ended 30 June, 2021



position as at 30 June, 2021, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and the statement of comparison of
budget and actual amounts for the year then ended, and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
| have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

In my opinion, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of Institute of Human Resource Management as at 30 June, 2021, and
of its financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and do not comply with
the Human Resource Management Professionals Act, 2012 and the Public Finance
Management Act, 2012.

Basis for Adverse Opinion
1. Variances between the Financial Statements and the Ledger

The statement of financial position and as disclosed in Note 26 to the financial statements,
and the Institute’s ledger, reflect Kshs.61,918,073 in respect of corporation tax provision,
which includes a credit balance of Kshs.2,636,621 relating to the year under review.
However, the statement of financial performance reflects an amount of Kshs.6,182,924
relating to the current year’'s tax provision thereby resulting to an unexplained and
unreconciled variance of Kshs.8,819,545.

In the circumstances, the accuracy and completeness of corporate tax provision of
Kshs.6,182,924 could not be confirmed.

2. Unsupported Revenue

The statement of financial performance reflects total revenue from exchange transactions
of Kshs.185,295,180 for the year ended 30 June, 2021. However, the balance includes
receipts totalling to Kshs.72,545,314 which was not supported with any verifiable
documents.

In the circumstances, the accuracy and completeness of revenue of Kshs.185,295,180
could not be confirmed.

3. Unsupported for Expenditure

The statement of financial performance reflects total expenses of Kshs.160,563,484 for
the year ended 30 June, 2021. The expenditure includes payments totalling
Kshs.47,433,047 in respect of various expenditure items whose payment vouchers were
not provided for audit. Further, payments totalling Kshs.22,062,213 were not adequately
supported with records on the nature and dates of activities that were being paid for.
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In the circumstances, the accuracy and completeness of the expenditure amount totalling
to Kshs.69,495,260 could not be confirmed.

4. Cash and Cash Equivalents

The statement of financial position and as disclosed in Note 17 to the financial statements,
reflects cash and cash equivalents balance of Kshs.194,027,118. However, review of
records revealed the following anomalies:

4.1 Unexplained Variance between Financial Statements and Ledger

Note 17 to the financial statements reflects Kshs.194,027,118 in respect to cash and cash
equivalents as at 30 June, 2021. However, the ledger and cashbooks for the Institute’s
six (6) bank accounts had a total credit balance of Kshs.82,068,715 thereby resulting to
an unexplained and unreconciled variance of Kshs.276,095,832.

4.2 Unsupported Mobile Money Platform Balance

The cash and cash equivalents balance of Kshs.194,027,118 includes an amount of
Kshs.6,188,208 in respect of mobile money platform balance. However, supporting
documents including the mobile money account confirmation certificates and cashbooks
were not provided for the audit.

4.3 Unsupported Treasury Bills

The cash and cash equivalents balance of Kshs.194,027,118 further includes deposits in
treasury bills amounting to Kshs.171,787,395. However, and as previously reported, the
balance was not supported with a certificate of deposit, approval by The National
Treasury or evidence of interest earned, movement schedule and terms and conditions
for the investments. Further, the Management did not provide any evidence that an
updated list of bank details of the Institute was submitted to the National Treasury. This
is contrary to Regulation 87(3) of the Public Finance Management (National Government)
Regulations, 2015, which states that an accounting officer of a national government entity
shall by the 30 September of each year, submit to The National Treasury up-dated list of
bank accounts held by the entity showing bank name, account name, account type,
purpose of the account, signatories of the bank account date account was opened and
date of the National Treasury letter granting approval for opening and operating the bank
account among other details.

4.4 Unsupported Debit Card Balance

The cash and cash equivalents balance of Kshs.194,027,118, also includes an amount
of Kshs.50,169 in respect of a debit card. Although Management explained that the debit
card was issued to a staff member to facilitate zoom meetings, there was no evidence of
prior approval by the Board of Directors. Further, the debit card account statements,
certificate of balance and the respective cashbook were not provided for the audit.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.194,027,118 could not be confirmed.
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5. Unsupported Receivables
5.1Receivables from Receivables from Exchange Transactions

The statement of financial position and as disclosed in Note 18 to the financial statements,
reflects a balance of Kshs.109,190,822 in respect of receivables from exchange
transactions. However, supporting documents such as the debtors list, ledger, receipts,
invoices, demand notes, and the debtors’ ageing analysis, were not provided for the audit.
Further, although the debts have been outstanding for several years, Management has
not put in place measures to recover the outstanding debts.

In the circumstances, the accuracy, existence and authenticity of receivables totalling
Kshs.109,190,822 could not be confirmed.

5.2 Receivables from Non Exchange Transactions

The statement of financial position and as disclosed in Note 19 to the financial statements
reflects receivables from non exchange transactions balance of Kshs.23,607,866 which
includes deposits totalling Kshs.9,327,884. However, the supporting documents including
invoices, receipts and respective loan application documents were not provided for audit.
Further, loan account-borrowing of Kshs.1,000,000 and motor vehicle disposal deposits
of Kshs.956,250 totalling to Kshs.1,956,250 which has been outstanding for over five (5)
years, since 2015 had not been recovered by the Institute. Management did not provide
explanations for the failure to recover the deposit.

In the circumstances, the accuracy and completeness of the receivables from non-
exchange transactions balance of Kshs.23,607,866 could not be confirmed.

6. Unsupported Related Parties’ Balance

The statement of financial position and as disclosed in Note 20 to the financial statements
reflects related parties’ balance of Kshs.13,739,602. However, the balance was not
supported with details of the nature of the balances, schedules and other documentation.

In the circumstances, the accuracy and completeness of the related parties’ balance of
Kshs.13,739,602 could not be confirmed.

7. Unconfirmed Property, Plant and Equipment

The statement of financial position reflects a property, plant and equipment balance of
Kshs.63,989,630. Further, as disclosed in Note 21 to the financial statements, the
schedule of the property, plant and equipment reflects a balance of Kshs.60,273,370 as
the cost of the Institute’s assets as at 30 June 2021. However, the assets register
provided for audit reflected a balance of Kshs.8,180,734 thereby resulting to an
unexplained and unreconciled variance of Kshs.52,092,636. Further, the details of the
acquisition, unique identification numbers, cost and location of the assets were not
indicated in the assets register.
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In the circumstances, the accuracy and completeness of property, plant and equipment
balance of Kshs.63,989,630 could not be confirmed.

8. Unconfirmed Investment Property

As disclosed in Note 22 to the financial statements, the statement of financial position
reflects an investment balance of Kshs.30,677,312 which comprised of Kshs.19,443,685
and Kshs.11,233,627 in respect of investment in property and investment in subsidiary
respectively. As previously reported, review of records revealed that the amount relates
to the purchase of office space at the Park Building in Nairobi in February, 2014. However,
the amount paid as the cost of the property totalled Kshs.16,750,763 resulting in an
unexplained and unreconciled variance of Kshs.2,692,922. Further, documents to
support the investment in the subsidiary balance of 11,233,627 were not provided for
audit.

In the circumstances, the accuracy and completeness of the investment in property
balance of Kshs.30,677,312 could not be confirmed.

9. Unconfirmed Trade and Other Payables

The statement of financial position and as disclosed in Note 23 to the financial statements,
reflects trade and other payables’ balance of Kshs.34,295,549. However, the supporting
documents including the ledger, payables’ schedules, invoices and the respective
delivery notes were not provided for audit.

In the circumstances, the accuracy and completeness of the trade and other payables
balance of Kshs.34,295,549 could not be confirmed.

10. Unsupported VAT Control Account

The statement of financial position and as disclosed in Note 25 to the financial statements,
reflects value added tax (VAT) control account balance of Kshs.18,009,713. Management
explained that the liability is the net payable amount in respect of output and input VAT.
However, schedules and other supporting documents for the balance were not provided
for audit.

In the circumstances, the validity and accuracy of the VAT control account balance of
Kshs.18,009,713 could not be confirmed.

11. Unsupported Expenditure on Purchase of Goods and Services

The statement of financial performance reflects total expenses of Kshs.160,563,484
which includes Kshs.17,763,134 for goods and services procured during the year.
However, the payments totaling Kshs.17,763,134 were not supported with tender
advertisements, quotations or tender documents, quotation or tender opening minutes,
evaluation committee minutes, professional opinion on procurements, local purchase
orders or contract agreements.

In the circumstances, the accuracy and validity of the expenditure of Kshs.17,763,134
could not be confirmed.
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12. Unsupported Medical Insurance Expenses

The statement of financial performance and as disclosed in Note 10 to the financial
statements, reflects employees’ costs amount of Kshs.29,792,481 which includes an
amount of Kshs.112,500 was in respect of medical insurance expenses. However, the
amount differed from the actual amount paid of Kshs.2,361,985 resulting in an
unreconciled variance of Kshs.2,249,485. Further, the supporting documents such as the
insurance policy, tender advertisement, tender opening and evaluation minutes and the
contract agreement were not provided for audit.

In the circumstances, the validity, accuracy and completeness of medical insurance
expenses of Kshs.112,500 could not be confirmed.

13. Unsupported Use of Goods and Services

The statement of financial performance and as disclosed in Note 9 to the financial
statements, reflects use of goods and services (direct costs) amount of Kshs.56,776,254
which includes Kshs.1,565,900 described as ‘out of station’ expenses relating to
payments to staff in form of imprests for subsistence allowances. However, the payments
were not supported with approvals, the program of activities, imprest warrants, imprest
registers and documents for the surrender of the imprests. This is contrary to Regulation
94(a) of the Public Finance Management (National Government) Regulations, 2015 which
states that an officer holding an imprest shall ensure that the imprest issued to him or her
shall be used for the intended purpose only.

In the circumstances, the propriety of the Kshs.1,565,900 expenditure could not be
confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Institute of Human Resource Management
in accordance with ISSAlI 130 on Code of Ethics. | 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. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my adverse opinion.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, | confirm that public resources have not been applied
lawfully and in an effective way.
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Basis for Conclusion
1. Late Submission of Financial Statements

Management submitted the Institute’s financial statements for audit on 18 March 2022,
nearly six (6) months after the legal deadline of 30 September, 2021. This is contrary to
Section 47(1) of the Public Audit Act, 2015 which states that the financial statements
required under the Constitution, the Public Finance Management Act, 2012 and any other
legislation, shall be submitted to the Auditor-General within three (3) months after the end
of the fiscal year to which the accounts relate.

In the circumstances, Management was in breach of the law.

2. Irregular Advance Payment

The statement of financial performance reflects expenditure of Kshs.160,563,484 for the
year ended 30 June, 2021 which includes Kshs.891,000 in respect of advance payments
for supply of services which was not included in the respective contracts signed between
the Institute and the suppliers. This is contrary to Regulation 139(1) of the Public
Procurement and Asset Disposal Regulations, 2020 which stipulates that, a contractor
shall satisfactorily perform its contractual obligations prior to any payment by a procuring
entity and the amount of advance payment allowed shall be specified in the bid document.

In the circumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Effectiveness of Internal Controls, Risk Management and Governance sections of my
report, based on the audit procedures performed, | confirm that internal controls, risk
management and governance were not effective.

Basis of conclusion

Governance and Risk Management

(i) Lack of Risk Management Policy

As previously reported, during the year under review, the Institute of Human Resource
Management did not have in place an approved risk management policy. This is contrary
to Regulation 165 of the Public Finance Management (National Government)
Regulations, 2015 which stipulates that an accounting officer shall ensure that the

Report of the Auditor-General on Institute of Human Resource Management for the year ended 30 June, 2021
7



national government entity develops risk management strategies, which include fraud ’
prevention mechanisms and a system of risk management and internal controls that build
robust business operations.

In the circumstances, it was not possible to confirm the effectiveness of the Institute’s risk
management systems.

(ii) Lack of an Internal Audit Unit and Audit Committee

As previously reported, review of the overall internal control environment of the Institute
revealed that the Institute did not have an Internal Audit function and an Audit Committee.
This is contrary to Section 73 of the Public Finance Management Act, 2012, which
requires each National Government entity to establish an Internal Audit Function and an
Audit Committee, which shall support the Accounting Officers with regard to their
responsibilities for issues of risk, control and governance and associated assurance and
also to follow up on the implementation of the recommendations of internal and external
auditors.

In the circumstances, the effectiveness of the Institute’s internal controls systems and
oversight could not be confirmed.

(iii) Lack of Approved Backup, Recovery and Business Continuity Strategy

As previously reported, during the year under review, the Institute did not have an
approved data backup, recovery and business continuity strategy to enable it to continue
operating in case of major disruption due to natural or artificial catastrophes. This is
contrary to Section 68 (2) (c) of the Public Finance Management Act, 2012 which states
that an accounting officer shall ensure that all financial and accounting records the entity
kept in any form, including in electronic form are adequately protected and backed up.

In the circumstances, the security and recoverability of Institute’s data could not be
confirmed.

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

Responsibilities of Management and the Council

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International 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 controls, risk management and overall governance.
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In preparing the financial statements, Management is responsible for assessing the
Institute’s ability to continue to sustain its services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Institute or to cease operations.

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

In 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 responsible for overseeing the Institute’s financial
reporting process, reviewing the effectiveness of how the Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to 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 ISSAls 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.

In 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, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAls. A material weakness is a condition in
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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 ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

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

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

e Conclude on the appropriateness of the Management'’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Institute’s
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| 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 Institute to cease to
continue to sustain its services.

e 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.

e Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Institute to express an opinion on the financial statements.

e Perform such other procedures as | consider necessary in the circumstances.

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

CPA NEnc; Gathuna& CBS

AUDITOR-GENERAL

Nairobi

19 September, 2022

Report of the Auditor-General on Institute of Human Resource Management for the year ended 30 June, 2021
11



Institute of Human Resource Management
Annual Reports and Financial Statements
For the year ended June 30, 2021

13. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE

2021

Revenue from exchange transactions
Revenue from Member Services 6 174,229,383 | 168,940,283
Rental Revenue from Property 7 - 614,600
Finance Income 8 11,065,797 | 12,412,504
Total revenue 185,295,180 | 181,967,387
Expenses
Direct Costs 9 56,776,254 | 69,542,201
Employee Costs 10 29,792,481 | 30,931,453
Repairs & Maintenance 11 582,373 48,808
Ceneral Expenses 12 22,109,549 | 19,962,598
[ Depreciation Expense 13 11,149,836 3,980,029
Contracted Professional Services 14 19,835,461 | 16,640,530
Council & Governance Costs 15 20,076,245 | 13,100,209
Finance costs 16 241,285 236,882
Total expenses 160,563,484 | 154,442,710
Other gains/(losses)
Snrplus/(deficit) before tax 24,731,690 | 27,524,677
Corporate Tax Provision 6,182,924 8,257,403
Surplus/(deficit) for the period 18,548,772 | 19,267,274
Remission to National Treasury - -
Net Surplus for the year 18,548,772 | 19,267,274
Attributable to:
Surplus attributable to owners of the controlling Institute 18,548,772 | 19,267,274

The notes set out on pages 6 to 41 form an integral part of these Financial Statements.

The Financial Statements set out on pages 1 to 5 were signed on behalf of the Council by:

‘ N
C
= dan )
Accounting Officer Finance Manager National Chairman

Name: Quresha Abdullahi

Date | (/DR /20

Name : Job Akuno
ICPAK Member No: 9119

Date Mo L, 88

Name: Dalmas Odero

Date |1 /0% /A3
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14. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2021

Assets

Current Assets -
Cash and cash equivalents 17 194,027,118 | 264,685,133
Receivables from exchange transactions 18 109,190,822 | 41,460,406
Receivables from non-exchange transactions 19 23,607,866 19,064,059
Related Parties 20 13,739,603 | 13,471,404
Total Current Assets 340,565,409 | 338,681,002
Non-Current Assets

Property, plant and equipment 21 63,989,630 | 14,866,096
Investments 22 30,677,312 | 30,677,312
Total Non- Current Assets 94,666,942 | 45,543,408
Total Assets 435,232,350 | 384,224,409
Liabilities

Current Liabilities

Trade and other payables 23 34,295,549 4,470,413
Employee benefit obligation 24 2,341,858 564,231
VAT Control Account 25 18,009,713 14,561,686
Corporate Tax Provision 26 61,918,073 | 64,554,694
Total current Liabilities 116,565,192 | 84,151,024
Financed by:

Accumulated Funds 318,667,158 | 300,073,386
Total Liabilities 435,232,350 | 384,224,409

The Financial Statements set out on pages 1 to 5 were signed on behalf of the Council by:

(N
= e
g R LS
Accounting Officer Finance Manager National Chairman

Name: Quresha Abdullahi

Date [ | /D 2 / 20 32

Name : Job Akuno
ICPAK Member No: 9119

Date At U, Q0

Name: Dalmas Odero

Date (1[0€ [R022




8SI°L99°81€E 8SI°L99°SIE 1202 ‘0€ dung je sy
TLL'8YS 81 TLL'8HS ST Teak oy Joy (30ya() /snjding
98€°8I1°00€ 98€‘8I1°00€ 0702 ‘1 A ye sy

98€‘SII1°00€ 98€‘SIT°00€ 0207 ‘0€ dunf je sy
YLTLIT 61 YLT'LIT61 JTeak ay) 105 (3ya(q) /snjding
TIT1S8°082 TITIS8°082 610Z ‘1 Amr e sy

1207 ANNS 0€ AAANT AVIA THL 04 SLASSY LAN NI STONVHD 40 INAWALVLS ST

120T ‘0€ dung papud 1eak 3y} 104
Sjudwd)E)S [BIURUL] pue s)aodday [enuuy
JUdWAZEURA 20IN0SIY UBWINE JO njysuy



Institute of Human Resource Management
Annual Reports and Financial Statements
For the year ended June 30, 2021

15. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2021

Receipts

Revenue from Member Services 87,650,410 151,609,552
Total 87,650,410 151,609,552
Payments

Direct Costs 23,503,091 71,021,999
Employee Costs 18,790,309 31,205,094
Repairs & Maintenance 582,373 48,808
General Expenses 16,847,543 24,457,135
Contracted Professional Services 19,835,461 16,640,530
Council & Governance Costs 20,076,245 13,100,209
Finance costs 241,285 236,882
Total 99,876,307 156,710,657
Net Cash Flow from Operating Activities (12,225,897) (5,101,105)
Cash Flow from Investing Activities

Rental Revenue from Property - 614,600
Finance Income 11,065,797 12,412,504
Purchase of Assets (69,497,915) (9,.356,704)
Net Cash flows from investing activities (58,432,118) 3,670,400
Net Increase/(Decrease) in Cash (70,658,015) (1,430,705)
Cash and cash equivalents at 1 July 2020 264,685,133 266,115,838
Cash and cash equivalents at 30 June 2021 194,027,118 264,685,133

The Financial Statements set out on pages 1 to 5 were signed on behalf of the Council by:

Cr—t— %

National Chairman

Finance Manager

Name : Job Akuno

ICPAK Member No: 9119

Date 44,\‘%}/'\,5;1' (L, Qo

Accounting Officer

Name: Quresha Abdullahi Name: Dalmas Odero

Date |\ /O(S /&OQ‘TJ\ Date |\ / O3 /LK(’J:CQ
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Institute of Human Resource Management

Annual Reports and Financial Statements

For the year ended June 30, 2021

18. NOTES TO THE FINANCIAL STATEMENTS

1. General Information

Institute of Human Resource Management is established by and derives its authority and
accountability from Human Resource Management (HRMP) No. 52 of 2012 Act. The

Institute is wholly owned by the Government of Kenya and is domiciled in Kenya.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of fii:ancial statements in conformity with International Public Sector
Accounting £ andards (IPSAS) allows the use of estimates and assumptions. It also requires
management to exercise judgement in the process of applying the Institute’s accounting
policies. The areas involving a higher degree of judgement or complexity, or where
assumptions and estimates are significant to the financial statements, are disclosed in Note

5 of these financial statements.

The finauc’:  taiements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the Institute.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations, and International Public Sector Accounting Standards (IPSAS). The

accounting policies adopted have been consistently applied to all the years presented.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
3. Adoption of New and Revised Standards

i.  New and amended standards and interpretations in issue effective in the year ended 30

June 2021.

Other Applicable: 1* January 2018:
Improvements | a) Amendments to IPSAS 13, to include the appropriate references to IPSAS
to IPSAS on impairment, in place of the current references to other international

and/or national accounting frameworks.

b) IPSAS 13, Leases and IPSAS 17, Property, Plant, and Equipment.
Amendments to remove transitional provisions which should have been
delcted when IPSAS 33, First Time Adoption of Accrual Basis International
Public Sector Accounting Standards (IPSASs) was approved.

c) IPSAS 21, Impairment of Non-Cash-Generating Assets and IPSAS 26,
impairment of Cash Generating Assets.
Amendments to ensure consistency of impairment guidance to account fo:
revalued assets in the scope of IPSAS 17, Property, Plant, and Equipment
and IPSAS 31, Intangible Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis International Public Sector
Accounting Standards (IPSASs).
Amendments to the implementation guidance on deemed cost in IPSAS 33

to make it consistent with the core principles in the Standard.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
ii. New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2021.

IPSAS 41:
Financial

Instruments

Applicable: 1* January 2023:

The objective of IPSAS 41 is to establish principles for the financial reporting of
financial assets and liabilities that will present relevant and useful information to
users of financial statements for their assessment of the amounts, timing and
uncertainty of an Institute’s future cash flows.

IPSAS 41 provides users of financial statements with more useful information
than IPSAS 29, by:

* Applying a single classification and measurement model for financial assets that
considers the characteristics of the asset’s cash flews and the objective for which
the asset is held;

» Applying a single forward-looking expected credit loss model that is applicable
to all financial instruments subject to impairment testing; and

 Applying an improved hedge accounting model that broadens the hedging
arrangements in scope of the guidance. The model develops a strong link between
an Institute’s risk management strategies zud fi.e accounting treatment for

instruments held as part of the risk macogement strategy.

IPSAS 42:
Social
Benefits

Applicable: 1* January 2023

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a reporting Institute
provides in its financial statements about social benefits. The information
provided should help users of the financial statements and general purpose
financial reports assess:

(a) The nature of such social benefits provided by the Institute;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the Institute’s financial

performance, financial position and cash flows.
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Amendments
to Other
IPSAS
resulting
from IPSAS
41, Financial

Instruments

Applicable: 1st January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the components of
borrowing costs which were inadvertently omitted when IPSAS 41 was
issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and
credit risk which were inadvertently omitted when IPSAS 41 was issued.

¢) Amendments to IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when IPSAS
41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial

instruments on initial adoption of accrual basis IPSAS which were inadvertently

omitted when IPSAS 41 was issued.

iii.  Early adoption of standards

The Institute did not early — adopt any new or amended standards in year 2020/2021.

4. Summary of Significant Accounting Poiicies.

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

The Institute recognizes revenues from fees, taxes and fines when the event occurs and the
asset recognition criteria are met. To the extent that there is a related condition attached that
would give rise to a liability to repay the amount, defeired income is recognized instead of
revenue. Other non-exchange revenues are recognized when it is probable that the future
economic benefits or service potential associated with the asset will flow to the Institute and

the fair value of the asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and
property) if the transfer is free from conditions and it is probable that the economic benefits

or service potential related to the asset will flow to the Institute and can be measured reliably.

9
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Recurrent grants are recognized in the statement of comprehensive income.

Development/capital grants are recognized in the statement of financial position and realised
in the statement of comprehensive income over the useful life of the assets that has been

acquired using such funds.

Rendering of services
The Institute recognizes revenue from rendering of services by reference to the stage of

completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of total
estimated labour hours. Where the contract outcome cannot be measured reliably, revenue is

recognized only to the extent that the expenses incurred are recoverable.

Szle of goods
Revenue from the sale of goods is recognized when the significant risks and rewards of

ownership have been transferred to the buyer, usually on delivery of the goods and when the
amount of revenue can be measured reliably and it is probable that the economic benefits or

service potential associated with the transaction will flow to the Institute.

I r'erest income S G
Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine interest
income each period.

ii)  Revenue from exchange transactions

Dividends
Dividends or similar distributions must be recognized when the shareholder’s or the Institute’s

right to receive payments is established.
Rental income

Rental income arising from operating leases on investment properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

10
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

b) Budget information

The original budget for FY 2020-2021 was not approved by the National Assembly. Subsequent
revisions or additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The additional appropriations are added to
the original budget by the Institute upon receiving the respective approvals in order to conclude
the final budget. Accordingly, the Institute did not record additional appropriations on the 2020-
2021 budget following the governing body’s approval.

The Institute’s budget is prepared on a different basis to the actual income and expenditure
disclosed ir the financial statements. The financial statements are prepared on accrual basis using
a classification based on the nature of expenses in the statement of financial performance, whereag
the budget is prepared on a cash basis. The amounts in the financial statements were recast from
the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a comparabie basis to
the approved budget, is then presented in the statement of comparison of budget and actual

amounts,

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of the

financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented under number 17 of these financial statements.
¢) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted, at the reporting date in the area

where the Institute operates and generates taxable income.

11
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

Current income tax relating to items recognized directly in net assets is recognized in net assets
and not in the statement of financial performance. Management periodically evaluates positions
taken in the tax returns with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases

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

date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of
taxable temporary differences associated with investinents in controlled entities, associates and
interests in joint ventures, when the timing &f the reversal of the temporary differences can be

controlled and it is probable that the temporary differences will not reverse in the foreseeable

future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of
unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent that
it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unuéed‘tax credits and unused tax losses can be utilized,
except in respect of deductible temporary differences associated with investments in controlled
entities, associates and interests in joint ventures, deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future and

taxable profit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at
each reporting date and are recognized to the extent that it has become probable that future taxable

profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have

been enacted or substantively enacted at the reporting date.

12
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus

or deficit. Deferred tax items are recognized in correlation to the underlying transaction in net

assets. Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists

to set off current tax assets against current income tax liabilities and the deferred taxes relate to

the same taxable Institute and the same taxation authority.

d)

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

i) When the sales tax incurred on a purchase of assets or services is not recoverable from
the taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable

ii) When receivables and payables are stated with the amount of sales tax included
The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

Investment property

Investment properties are meastirad initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at
the time that cost is incurred if the recognition criteria are met and excludes the costs of day-

to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its fair value
at the date of acquisition. Subsequent to initial recognition, investment properties are

measured using the cost model and are depreciated over a 30-year period.

Investment properties are derecognized either when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit or
service potential is expected from its disposal. The difference between the net disposal
proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the
period of de-recognition. Transfers are made to or from investment property only when there

is a change in use.

13
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

€)

Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the
acquisition of the items. When significant parts of property, plant and equipment are
required to be replaced at intervals, the Institute recognizes such parts as individual assets
with specific useful lives and depreciates them accordingly. Likewise, when a major
inspection is performed, its cost is recognized in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognized in surplus or deficit as incurred. Where an asset is
acquired in a non-exchange transaction for nil or nominal consideration the asset is

initially measured at its fair value.

The applicable depreciation rates are as below;

a) Motor Vehicle -25.0%
b) Office Equipment -12.5%
¢) Computers & Printers -12.5%
d) Fixtures & Fittings -30.0%
e) Intangible Assets -20.0%
Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental
to ownership of the leased item to the Institute. Assets held under a finance lease are
capitalized at the commencement of the lease at the fair value of the leased property or,
if lower, at the present value of the future minimum lease payments. The Institute also
recognizes the associated lease liability at the inception of the lease. The liability
recognized is measured as the present value of the future minimum lease payments at

initial recognition.

Subsequent to initial recognition, lease payments are apportioned between finance charges and

reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance

of the liability. Finance charges are recognized as finance costs in

14



Institute of Human Resource Management
Annual Reports and Financial Statements
For the year ended June 30, 2021

NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

surplus or deficit. An asset held under a finance lease is depreciated over the useful life
of the asset. However, if there is no reasonable certainty that the Institute will obtain
ownership of the asset by the end of the lease term, the asset is depreciated over the

shorter of the estimated useful life of the asset and the lease term.

Operating leases are leases that do not transfer substantially all the risks and benefits
incidental to ownership of the leased item to the Institute. Operating lease payments are
recognized as an operating expense in surplus or deficit on a straight-line basis over the

lease term.

g) Intangible assets
Intangible assets acquired separately are initially recognized at cost. The cost of
intangible assets acquired in a non-exchange transaction is their fair value at the date of
the exchange. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and accumulated impairment losses. Internally generated
intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the ex:penditure is

incurred. The useful life of the intangible assets is assessed as either finite or indefinite.

h) Research and development costs
The Institute expenses research costs as incurred. Development costs on an individual
project are recognized as intangible assets when the Institute can demonstrate:
i)  The technical feasibility of completing the asset so that the asset will be available
for use or sale :
ii)  Its intention to complete and its ability to use or sell the asset
iii) How the asset will generate future economic benefits or service potential
iv) The availability of resources to complete the asset

v) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete and the asset is available for use.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

It is amortized over the period of expected future benefit. During the period of
development, the asset is tested for impairment annually with any impairment losses

recognized immediately in surplus or deficit.

i) Financial instruments

a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit, loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.

The Institute determines the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active 1.7ict. After initial measurement, such financial assets are
subsequently measured at 27.:~“ized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. Losses arising from

impairment are recognized in the surplus or deficit.

Held-to-maturity.

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Institute has the positive intention and ability to hold it
to maturity. After initial measurement, held-to-maturity investments are measured at amortized
cost using the effective interest method, less impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The losses arising from impairment are recognized in surplus or

deficit.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

Summary of Significant Accounting Policies (Continued)

Impairment of financial assets

The Institute assesses at each reporting date whether there is objective evidence that a financial
asset or an Institute of financial assets is impaired. A financial asset or a Institute of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an
incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of
the financial asset or the Institute of financial assets that can be reliably estimated. Evidence of

impairment may include the following indicators:

i) The debtors or an Institute of debtors are experiencing significant financial difficulty.
ii) Default or delinquency ii interest or principal payments

iii) The probability that debtors will enter bankruptcy or other financial reorganization.
iv) Observable data indicates a measurable decrease in estimated future cash flows (e.g.,

changes in arrears or economic conditions that correlate with defaults)

b) Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through suipi.s or deficit or loans and borrowings, as appropriate. The Institute
determines the classification of its financial liabilities at initial recognition., All financial
liabilities are recognized initially at fair value and, in the case of loans and borrowings, plus

directly attributable transaction costs.

Loans and borrowing
After initial recognition, interest bearing loans and borrowings are subsequently measured

at amortized cost using the effective interest method. Gains and losses are recognized in
surplus or deficit when the liabilities are derecognized as well as through the effective
interest method amortization process. Amortized cost is calculated by taking into account
any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

j) Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory is
its fair value at the date of acquisition. Costs incurred in bringing each product to its present
location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost of direct materials and labour and a

proportion of manufacturing overheads based on the normal operating capacity but

excluding borrowing costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a
nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the »ale, exchange, or
distribution, g

Inventories are recognized as an expense when deployed for utiiiiﬁion or consumption in the

ordinary course of operations of the Institute.

k) Provisions
Provisions are recognized when the Institute has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits or

service potential will be required to settle the obligation and a reliable estimate can be made of the

amount of the obligation.

Where the Institute expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the

statement of financial performance net of any reimbursement.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
Summary of Significant Accounting Policies (Continued)

I) Contingent liabilities

The Institute does recognize a contingent liability and discloses details of the contingencies. The
contingency is in respect to dismissal of Head of Secretariat (Milka Murimi) and the institute
estimates a liability of 52 million should the employee win the case. The matter is still in court

awaiting judgement.

m) Contingent assets

The Institute does not recognize a contingent asset but discloses details of a possible asset whose
existence is contingent on the occurrence or non-occurrence of one or more uncertain future events
not wholly within the control of the Institute in the notes to the financial statements. Contingent
assets are assessed continually to ensure that developments are appropriately reflected in the
financial statements. If it has become virtually certain that an inflow of economic benefits or
service potential will arise and the asset’s value can be measured reliably, the asset and the related

revenue are recognized in the financial statements of the period in which the change occurs.

n) Nature and purpose of reserves

The Institute creates and maintains reserves in terms of specific tequirements.

0) Changes in accounting policies and estimates
The Institute recognizes the effects of changes in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is impractical.

p) Employee benefits

Retirement benefit plans
The Institute provides retirement benefits for its employees and Councils. Defined contribution

plans are post-employment benefit plans under which an Institute pays fixed contributions into a
separate Institute (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become

payable.
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Summary of Significant Accounting Policies (Continued)

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.
The defined benefit funds are actuarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump sum

payments reduce the post-employment benefit obligation.

q) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the
date of the transaction. Trade creditors or debtors denominated in foreign currency are reported at
the statement of financial po.ition reporting date by applying the exchange rate on that date.
Exchange difference: arising from the settlement of creditors, or from the reporting of creditors at
rates different from those at wkich they were initially recorded during the period, are recognized

as income or expenses in the period in which they arise.

r) Borrowing costs

Borrowing costs are capit::.. - ! against qualifying assets as part of property, plant and equipment.
Such borrowing ccei are capitalized over the period during which the asset is being acquired or
constructed and borroivings have been incurred. Capitalization ceases when construction of the

asset is complete. Further borrowing costs are charged to the statement of financial performance.

s) Related parties
The Institute regards a related party as a person or an Institute with the ability to exert control
individually or jointly, or to exercise significant influence over the Institute, or vice versa.

Members of key management are regarded as related parties and comprise the Councils, the ED

and senior managers.

t) Service concession arrangements

The Institute analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,
where a private party contributes an asset to the arrangement, the Institute recognizes that asset
when, and only when, it controls or regulates the services the operator must provide together with

the asset, to whom it must provide them, and at what price.
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Summary of Significant Accounting Policies (Continued)

In the case of assets other than whole-of-life’ assets, it controls, through ownership, beneficial
entitlement or otherwise — any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an asset
has been recognized, the Institute also recognizes a corresponding liability, adjusted by a cash

consideration paid or received.

u) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments in Treasury Bills with an original maturity of six months or less,
which are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in vahie. Bank account balances include amounts held at the Absa Bank Kenya Plc, Kcb
Bank Kenya and M-Pesa at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances to
authorised public officers and/or institutions which were not surrendered or accounted for at the

end of the financial year.

v) Comparative figures :
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

w) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30, 2021.

5. Significant Judgments and Sources of Estimation Uncertainty

The preparation of the Institute's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected

in future periods.
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Summary of Significant Accounting Policies (Continued)

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described below. The Institute based its
assumptions and estimates on parameters available when the consolidated financial statements
were prepared. However, existing circumstances and assumptions about future developments may
change due to market changes or circumstances arising beyond the control of the Institute. Such

changes are reflected in the assumptions when they occur. IPSAS 1.140

Useful lives and residual values 3
The useful lives and residual values of assets are assessed nsing the following indicators to inform
potential future use and value from disposal: " :

a) The condition of the asset based on the assessment of experts employed by the Institute.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.
¢) The nature of the processes in which the asset is deployed. '
d) Availability of funding to replace the asset. o

e) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in note 27. Provisions
are measured at the management's best estimate of the expenditure required to settle the obligation

at the reporting date, and are discounted to present value where the effect is material.
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6. Revenue from Member Services

Application & Upgrades 429,050 7,194,350
Seminars, Workshops & Trainings 50,710,170 | 98,493,225
Conference & Congress 43,100,000 -
Consultancy 6,362,800 -
Membership Fees 70,787,763 | 63,252,708
CPD Accreditation 785,100 -
Other Income — Sponsorship/Award/Branch/Election 2,054,500 -
Total revenue from the Rendering of services 174,229,383 | 168,940,283
7. Rental Revenue from Property
Rental Income - 614,600
Total rentals B 614,600

8. Finance Income

Interest income from Treasury Bills . 11,065,797 | 12,412,504
Total finance income 11,065,797 | 12,412,504
9. Direct costs
Materials & Publication 15,508,932 15,216,917
Venue & Accommodation 33,147,962 41,219,837
Out of Station 1,565,900 1,579,525
Transport & Mileage 1,069,499 706,160
Travelling Costs 1,580,879 1,668,290
Consultancy 3,241,428 7,879,674
Other Costs 661,654 1,271,798
Total Direct Costs 56,776,254 69,542,201
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10. Employee Costs

24,623,073 21,784,187

Gross Salaries

Wages 197,640 290,100
Training & Professional Development 112,500 283,950
Medical Cover 2,773,337 2,760,654
Employee Welfare 768,140 5,812,562
Employer Costs 1,317,791 -
Employee costs 29,792,481 30,931,453

11. Repairs & M<intenance

©

Repairs & Maintenance

582,373

48,808

Total Repairs & Maintenance

582,373

48,808

12. General Expenses

a) Admnristrative Expenses R
Office Supplies 1,344,007 950,232
Office Cleaning 597,273 376,209
Transport & Mileage 588,053 1,820,270
Postage & Courier 469,035 516,666
Printing & Stationery 2,452,231 1,991,801
Advertisement & Publicity 1,504,959 3,153,558
Motor Vehicle 1,429,376 1,895,119
Corporate Social Responsibilities 240,000 2,450,000
Recruitment 131,586 -
General Insurance 487,790 -
License & Permits 258,426 326,354
Penalty & Fines 1,463 -
9,504,199 13,480,209
b) Office Rent
Office Rent 6,861,208 4,036,355
Service Charge 2,817,934 261,734
Parking Fees 623,158 -
Hall Hire 133,000 157,890
10,435,300 4,455,979
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¢) Office Utilities
Telephone & Internet 1,806,507 1,715,566
Office Utilities/Electricity 363,543 310,844.00
2,170,050 2,026,410
Total General Costs (a+b+c) 22,109,549 14,151,569
13. Depreciation and Amortization Expense
Furniture & Equipment 401,151 458,459
Fixtures & Fittings 7,385,829 281,434
Computers & Printers 880,539 125,467
Motor Vebicle 2,094,877 2,793,169
Intangible 387,440 321,500
[ otal Depreciation and Amortization 11,149,836 3,959,029

14. Contracted Professional Services

Financial #: Compliance

1,095,873

2,693,060 | -

Legal & Sevzetarial 7,972,069 | 3,517.107 |
dit 450,000 457,600
Other Consultancy 10,317,519 9,980,363
Total Contracted Professional Services 19,835,461 16,640,530
15. Council & Governance Costs
Venue & Accommodation 4,934,314 2,219,779
Meeting Allowances 7,578,530 5,632,966
Transport & Travelling 3,535,143 2,999,954
Elections 1,350,000 1,031,168
Others 2,678,258 1,216,342
Ground Transport & Mileage (Branch) - -
Total Council & Governance Costs 20,076,245 13,100,209
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16. Finance Costs

Finance costs 241,285 236,882
Total finance costs 241,285 236,882

17. Detailed Analysis of the Cash and Cash Equivalents

a) Current account

Absa bank 821498910 9,639,822 24,781,394
Kenya Commercial bank 1203884745 6,411,493 4,099,831
Sub- total 16,051,315 28,881,225
b) Others(specify)

Petty Cash .- 200 98,444
M-Pesa o 6,188,208 5,969,200
Treasury Bills - 171,787,395 229,736,264
Sub- total 177,975,803 235,803,908
Grand total 194,027,118 264,685,133

18. Receivables from Exchange Transacti s

18. (a) Current Receivables from Exchange' Transactions

Current receivables
Other exchange debtors 109,190,822 | 41,460,406
Total current receivables 109,190,822 | 41,460,406

18. (b) Long- term Receivables from Exchange Transactions

Total Receivables

Total non-current receivables - -
Total receivables (a+b) 109,190,822 | 41,460,406
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19. Receivables from Non-Exchange Transactions

Deposit - Fuel 120,000 120,000
Deposit - Car Park 13,075 13,075
Rent Deposit - [HRM 6,705,536 2,656,776
Rent Deposit - HRMPEB 2,459,273 2,459,273
Deposit - Security 10,000 10,000
Deposit - Telephone 20,000 20,000
Other Receivables -

5% Corporate Tax Withheld 11,239,333 11,239,333
Loan Account - Borrowing 1,000,000 1,000,000
M/V Disposal Deposit 956,250 956,250
Salary Advance 115,000 178,000
Debit Card 50,169 -
Group Life 167,921 -
Medical Inpatient 516,511 411,352
Medical Outpatient 234,798 -
Receivables from Non-Exchange 23,607,866 19,064,059

20. Related Party Disclosures

Transactions with related parties
Opening Balance 13,471,403 10,871,703
a) Receipts received by IHRM on behalf of related parties
HRMPEB < (125,000)
CHRM S (45,500)
Total - (170,500)
b) Payments made by IHRM on behalf of related parties
HRMPEB ; ‘ < 183,280
CHRM - 2,586,920
Benevolent 113,750 -
Huduma 154,449 -
Total 268,199 2,770,200
Total 13,739,602 13,471,403
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22. Investment in Property

Investment in Property 19,443,685 | 19,443,685
Investment in Subsidiary 11,233,627 | 11,233,627
At end of the year 30,677,312 | 30,677,312
23. Trade and Other Payables

Trade Payables 32,495,549 | 3,120,413
Other Payables 1,800,000 1,350,000
Total Trade & Other Payables 34,295,549 | 4,470,413

24. Employee benefit obligation

P.AY.E 533,516 313,874
N.H.LF 28,850 17,700
N.S.S.F 47,520 28,080
SACCO 160,052 100,211
PENSION 198,109 96,566
N.IL.T.A 7,300 7,800
NET PAY 1,366,511 -
Total trade and other payables 2,341,858 564,231
25. VAT Control Account
VAT Control Account 18,009,713 | 14,561,686
Total VAT Control Account 18,009,713 | 14,561,686

26. Corporate Tax Provision

Balance brought down 64,554,694 | 53,754,283
Corporate Tax provision (2,636,621) | 10,800,411
Total Corporate Tax Provision 61,918,073 | 64,554,694
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27. Current Provisions

Balance b/d (01.07.2020) - N

-| 1,350,000

1,350,000

Additional Provisions -

- 450,000

450,000

Provision utilised -

Change due to discount and time
value for money -

Transfers from non -current
provisions -

Total provisions as at 30.06.2021 - -

- 1,800,000

1,800,000

28. Cash generated from operations

Surplus for the year before tax 24,731,696 27,524,677
Adjusted for Cash Flow from Operating Activities

Depreciation 11,149,836 3,980,029
Investment Income (11,065,797) (12,412,504)
Rental Income - (614,600)
Provision for Audit Fees 450,000 450,000
Operating Profit Before Working Capital Adjustments 25,265,735 18,927,602
Working Capital adjustments

Increase Receivables from Exchange Transactions (67,730,416) (16,968,211)
Increase in Receivables from non-Exchange Transactions (4,543.807) (1,338.657)
Decrease Trade and Other Payables 29,825,136 (1,740,625)
Increase Related Parties (268,199) (2,599,701)
Increase/(Decrease) in VAT Control 3,448,027 (1,107,872)
Increase/(Decrease) Employee Benefit 1,777,627 (273,641)
Total Cash Flow from Operating Activities (12,225,897) (5,101,105

29. Retirement benefit Asset/ Liability

The Institute did operate a defined benefit scheme for all full-time employees from July 1, 2019.

The scheme is administered by ICEA Lions Life Assurance while ICEA Lions Life Assurance are

the custodians of the scheme. The scheme is based on 7.5% percentage of salary of an employee at

the time of retirement. There was no actuarial valuation to fulfil the financial reporting disclosure
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requirements of IPSAS 39 was carried out as at 30th June, 2021. On this basis the present value of
the defined benefit obligation and the related current service cost and past service cost were measured
using the Projected Unit Credit Method.

The Institute also contributes to the statutory National Social Security Fund (NSSF). This is a defined
contribution scheme registered under the National Social Security Act. The Institute’s obligation
under the scheme is limited to specific contributions legislated from time to time and is currently at
KShs. 1,080 per employee per month. Other than NSSF the Institute also has a defined contribution
scheme operated by ICEA Life Assurance Pension Fund. Employees contribute 7.5% while
employers contribute 7.5% of basic salary. Employer contributions are recognised as expenses in the

statement of financial performance within the period they are incurred.

30. Financial Risk Management

The Institute’s activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The Institute’s overall risk management programme
focuses on unpredictability of changes in the business environment and seeks to minimise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
Institute does not hedge any risks and has in place policies to ensuic that Cre‘d}va 18 only extended to
customers with an established credit history. The Institute’s financial risk management objectives

and policies are detailed below:

i) Credit risk
The Institute has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks,
as well as trade and other receivables and available-for-sale financia' investmients. Management
assesses the credit quality of each customer, taking into account its financial position, past experience
and other factors. Individual risk limits are set based on internal or external assessment in accordance
with limits set by the Councils. The amounts presented in the statement of financial position are net
of allowances for doubtful receivables, estimated by the Institute’s management based on prior

experience and their assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the

Institute’s maximum exposure to credit risk without taking account of the value of any collateral

obtained is made up as follows:
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As at 30 June 2021
Receivables from exchange transactions 109,190,822 | 109,190,822 - -
Receivables from non-exchange

transactions 23,607,866 | 23,607,866 - -
Bank balances 194,027,118 | 194,027,118 - -
Total 326,825,806 | 326,825,806 - -
As at 30 June 2020

Receivables from exchange transactions 41,460,406 | 41,460,406 - -

Receivables from non-exchange -
transactions 19,064,059 | 19,064,059 - -

Bank balances 264,685,133 | 264,685,133 - -
Total 325,209,598 | 325,209,598 | - -

The customers under the fully performing category are paying their debts as they continue trading.
The credit risk associated with these receivables is minimal and the allowance for uncollectible
amounts that the Institute has recognised in the financial statements is conzidered adequate to cover
any potentially irrecoverable amounts. The Council sets the Institute’s credit policies and objectives

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

ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Institute’s Councils, who have
built an appropriate liquidity risk management framework for the management of the Institute’s
short, medium and long-term funding and liquidity management requiremerts. The Institute manages
liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Institute under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their

carrying balances, as the impact of discounting is not significant.
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As at 30 June 2021

Trade payables - - | 32,495,549 | 32,495,549
Current portion of borrowings - - - -
Provisions - 450,000 1,350,000 | 1,800,000
Deferred income - - - -
Employee benefit obligation 2,341,858 - - 2,341,858
Total 2,341,858 450,000 | 33,845,549 | 36,637,407
As at 30 June 2020

Trade payables - 3,120,413 -1 3,120,413
Current portion of borrowings - - - -
Provisions - 450,000 900,000 1,350,000
Deferred income - - - -
Employee benefit obligation 564,231 - - 564,231
Total 564,231 3,570,413 900,000 | 5,034,644

ili) Market risk

The entity has put in place an internal audit function to assist it in assessing the risk faced by the
Institute on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting
and operational controls.
Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and
foreign exchange rates which will affect the Institute’s income or the value of its holding of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return. Overall responsibility for
managing market risk rests with the Audit and Risk Management Committee.
The Institute’s Finance Department is responsible for the development of detailed risk management
policies (subject to review and approval by Audit and Risk Management Committee) and for the
day-to-day implementation of those policies. There has been no change to the Institute’s exposure to
market risks or the manner in which it manages and measures the risk.

a) Foreign currency risk
The Institute has transactional currency exposures. Such exposure arises through purchases of goods
and services that are done in currencies other than the local currency. Invoices denominated in
foreign currencies are paid after 30 days from the date of the invoice and conversion at the time of

payment is done using the prevailing exchange rate.
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The Institute manages foreign exchange risk form future commercial transactions and recognised
assets and liabilities by projecting for expected sales proceeds and matching the same with expected

payments. The carrying amount of the Institute’s foreign currency denominated monetary assets and

monetary liabilities at the end of the reporting period are as follows:

FY 2021

As at 30 June 2021

Financial assets

Investments 30,677,312 30,677,312
Bank & Cash Balances 194,078,250 194,078,250
Debtors 109,190,823 109,190,823
Total financial assets 333,946,385 333,946,385
Financial Liabilities

Trade and other payables 34,295,549 34,295,549
Borrowings - -
Total financial liabilities 34,295,549 34,295,549
Net foreign currency asset/(liability) 299,650,836 299,650,836

FY 2020

As at 30 June 2020

Financial assets

Investments 30,677,312 30,677,312
Bank & Cash Balances 264,685,133 264,685,133
Debtors 41,460,406 41,460,406
Total financial assets 336,822,851 336,822,851
Financial Liabilities

Trade and other payables 4,470,413 4,470,413
Borrowings = 2
Total financial liabilities 4,470,413 4,470,413
Net foreign currency asset/(liability) 332,352,438 332,352,438

The Institute is mainly transacting in local currency (Kenya Shillings) with very minimal exposure

to foreign currency trading fluctuations.
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b) Interest rate risk

Interest rate risk is the risk that the Institute’s financial condition may be adversely affected as a
result of changes in interest rate levels. The Institute’s interest rate risk arises from bank deposits.
This exposes the Institute to cash flow interest rate risk. The interest rate risk exposure arises

mainly from interest rate movements on the Institute’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer

favourable interest rates.

Financial Risk Management

Sensitivity analysis

The Institute did not analyse 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.
The sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign

exchange rates, remain constant. The analysis would have been performed on the same basis as the

prior year.
iv) Capital Risk Management

The objective of the Institute’s capital risk management is to safeguard the Institute’s ability to

continue as a going concern. The Institute capital structure comprises of the following funds:

Revaluation reserve - -
Retained earnings 318,667,158 300,118,386
Capital reserve - -
Total funds 318,667,158 | 300,118,386
Total borrowings - -
Less: Cash and Bank Balances 194,027,118 | 264,685,133
Net debt/(excess cash and cash equivalents) 124,640,040 35,433,253
Gearing 39% 12%
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

31. Related Parties Disclosure
Entities and other parties related to the entity include those parties 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.

i) HRMPEB — Human Resource Management Professional Examination Board

ii) CHRM - College of Human Resource Management

iii) Ministry of Public Service

a) Receipts received by IHRM on behalf of related parties

HRMPEB - (125,000)
CHRM - (45,500)
Total - 170,500
b) Payments made by IHRM on behalf of related parties

HRMPEB - 183,280
CHRM - 2,586,920
Benevolent 113,750 -
Huduma Hi 154,449 -
Total 268,199 2,770,200

¢) Key management compensation
Directors’ emoluments 20,076,245 | 13,100,209
Compensation to key management 8,519,050 8,166,968

32. Events after the Reporting Period

There were no material adjusting and non- adjusting events after the reporting period.
33. Ultimate and Holding Institute
The Institute is a State Corporation/ or a Semi- Autonomous Government Agency under the

Ministry of Public Service. Its ultimate parent is the Government of Kenya.

34. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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APPENDIX 1: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments

that were provided to the auditor.

Annual audit

report by Office

of the Auditor | N/A N/A N/A N/A
General not yet

available

Executive Director
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APPENDIX II: PROJECTS IMPLEMENTED BY THE ENTITY

Projects implemented by the Institute Funded by development partners and/ or the Government.

N/A N/A N/A N/A N/A N/A N/A

T
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APPENDIX III: INTER-ENTITY TRANSFERS

Break down of Transfers from the State Department for Public Service
FY 2020/2021
a. | Recurrent Grants
Bank Statement | Amount (Kshs
Date FY 2021
None None
None None
None None
Total None
b. | Development Grants
Bank Statement | Amount (Kshs
Date ! FY 2021
None None
None None
None None
Total None
c. | Direct Payments
Bank Statement | Amount (Kshs)
Date Y g FY 2021
None ) None
None None
None None
Total None
d. | Donor Receipts
Bank Statement | Amount hs
Date FY 2021
None None
None None .
None None
Total None

The above amounts have been communicated to and reconciled with the parent Ministry

Finance Manager

Institute of Humq;l:einwce Management
ebine s 1 X
; ( b ~

Sign
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