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VETERINARY SERVICES DEWLOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

KEY ENTITY INFORMATION AND MANAGEMENT

(a) Backgroundinformation

The VSDF was created under the Exchequer and Audit Act Cap 412 through Legal Notice No.
109 of May 1996 with the Permanent Secretary in charge of the Ministry of Livestock being the

accounting officer. An amount of Kf 1,000 was appropriated by Parliament and was provided
during the 1996197 Financial year.

(b) PrincipalActivities

The VSDF is run under the State Department of Livestock at Kabete with a major aim of
preventing and controlling animal diseases and pests to safeguard human health, improve animal

welfare, increase livestock productivity, ensure high quality livestock and their products and

facilitate domestic and international trade. It also hopes to provide and facilitate efficient

veterinary services for production of safe and high quality animals, animal products and by-

products and promote trade and industrial growth in a sustainable environment.

In general, more that profit motive, it is driven by need to serve the general public by ensuring
consumption of safe animal products in a hygienic environment while keeping and maintaining
health animal in an effort to achieve self-sustainability and promotion of both internal and

extemaltrade in animal products.

(c) Key Management

The Veterinary Services Development Fund day-to-day management is under the following
key organs:

Principal Secretary;
Director Veterinary Services
Fund Manager
Accountant

(d) FiduciaryManagement

The key management personnel who held office during the financial year ended 30th June
2018 and who had direct fiduciary responsibility were:

No. Desiqnation Name
1 Principal Secretary Mr. Harry Kimtai
2. Director Veterinary Services Dr. Obadiah Niaei PhD
J Fund Manager Dr. Peter Mungathia
4. Accountant CPA. Henry Momata

(e) Fiduciary Oversight Arrangements

Veterinary Services Development Fund (VSDF) operates under the VSDF Steering
Committee only. 
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VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30,2018

KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(f) EntityHeadquarters

PrivateBagKangemi 00625
VetlabsKabete
OffWaiyaki Way
Nairobi, Kenya
Tel: 020-8043441
E-mail : infodvs@kilimo.go.ke

(g) Entity Contacts

Private Bag Kangemi 00625
Vetl.absKabete
OffWaiyaki Way
Nairobi, Kenya
Tel:020-8043441
E-mail : infodvs@kilimo.go.ke

(h) Entity Bankers

Kenya CommercialBank
Sarit Centre Branch
P.O. Box 14959
Westlands 00800
Nairobi, Kenya

i) IndependentAuditors

Auditor General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30,2018

THE BOARD OF DIRECTORS

I
Loma Odero

Director of Administration
State Department of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Irri gation.

2
Dr. Obadiah Njagi, PhD

Born on i2th December,1963, Dr. Obadiah N.
Njagi is the current Director of Veterinary
Services.
He has served in the Directorate of veterinary
services for over 30 years since graduating with
a bachelor's degree in Veterinary Medicine in
r 988.
He holds a Master's Degree in Veterinary
Pathology and a PhD in Veterinary Immunology.

aJ
Dr. Julia Kinyua

BVM(UoN), MSc(UoN).
Deputy Director of Veterinary Services
State Department of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Irri gation

4
5 Dr. Peter Mungathia

BVM(UoN),
VSDF (Fund) Manager
Assistant Director of Veterinary Services

State Department of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Irrigation.

6
Norah Kandie

Member

7. Mr. Walter Oselu Member

8. Penina Ndirangu Member

1V



),'



VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30, 2018

MANAGEMENT TEAM

,:it.
ir;_p

1. Dr. Obadiah Niagi, PhD

BVM(UoN), MSc(UoN).
Director of Veterinary Services
State Department of Livestock; Ministry of
Agriculture, Livestock, Fisheries and lrrigation.

2. Dr. Peter Mungathia

BVM(UoN),
VSDF (Fund) Manager
Assistant Director of Veterinary Services
State Department of Livestock; Ministry of
Agriculture, Livestock, Fisheries and Fisheries

3. CPA Henry M. Momata

Accountant for Veterinary Services
Development Fund (VSDF)
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VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30' 2018

R.E,PORT OF THE MANAGEMENT.

The Steering Committee submit their report together with the audited financial statements for the

year ended June 30, 2018 which show the state of the Veterinary Services Development Fund

affairs.

Principal activities

The principal activities of the Veterinary Services Development Fund are and continue to be

prevention and control of animal diseases and peststo safeguard human health, improve animal welfare,

increase livestock productivity, ensure high quality livestock and their products and facilitate domestic

and international trade. It also hopes to provide and facilitate efficient veterinary services for production

of safe and high quality animals, animal products and by-products and promote trade and industrial
growth in a sustainable environment.
In general, more that profit motive, it is driven by need to serve the general public by ensuring

consumption of safe animal products in a hygienic environment while keeping and maintaining health

animal in an effort to achieve self-sustainability and promotion of both internal and external trade in

animal products.

Results

The results ofthe entity for the year ended June 30, 201 8 are set out on below pages.

Directors

The members of the Steering committee who served during the year are as outlined in below pages.

During the financi al year there was any member of the steering committee who retired/ resigned.

Dividends/Surplus remission

In accordance with Section 219 (2) of the Public Financial Management Act regulations, regulatory
entities shall remit into Consolidated Fund, ninety per centum of its surplus funds reported in the

audited financial statements after the end of each financial year.

Auditors

The Auditor General is responsible for the statutory audit of the Veterinary Services Development

Fund in accordance with Article 229 of the Constitution of Kenya and the Public Audit Act 20i5.

Sign........
Dr. Peter Mungathia
Manager-VSDF.

D ate........... . l, { h /.... a.a.[.8.....................
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VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30,2018

STATEMENT OF MANAGEMENTS' RESPONSIBILITIES

The Management's Responsibilities are clearly articulated as per the Legal notice No. 109 of the

Exchequer and audit Act Cap. 412. He is the officer charged with the responsibility of administering the

Fund with the following duties:-

Veterinary services as May from time be required.

behalf and may impose any responsible Prohibition, Restriction or other Requirement Conceming
such use of Expenditure.

and to all the various Activities and undertakings Financed by the Fund.

four months after the fund in such form as the treasury may from time to time direct in accordance

with section l8 (2) of the Act.

The Director's accept responsibility for the Fund's financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with Intemational Public Sector Accounting Standards (IPSAS), and in the manner required by
the Legal notice No. 109 of the Exchequer and audit Act Cap. 4l2.The director's of the opinion that the

Fund's financial statements give a true and fair view of the state of Fund's transactions during the

financial year ended June 30, 2017, and of the Fund's financial position as at that date. The Director
further confirm the completeness of the accounting records maintained for the Fund, which have been

relied upon in the preparation of the Fund's financial statements as well as the adequacy of the systems of
intemal financial control.

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

Sign.....
Dr. Peter Mungathia
Manager- VSDF
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OFFICE OF THE AUDITOR.GENERAL

REPORT OF THE AUDITOR.GENERAL ON VETERINARY SERVICES
DEVELOPMENT FUND FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Veterinary Services
Development Fund set out on pages 1 to 32, which comprise the statement of financia!
position as at 30 June 2018, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and 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 Article229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 201 5. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Veterinary Services Development Fund as at 30 June
2018, and of its financial performance and its cash flows for the year then ended, in
accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 20'12.

Basis for Qualified Opinion

1. Employees'Gosts

The employees' costs of Kshs.590,258 reflected in the statement of financial performance
for the year ended 30 June 2018 were not supported by payrolls or schedules showing
the names and particulars of the employees who were paid. As a result, the validity,
completeness and accuracy of the expenditure could not be ascertained.

2. Property, Plant and Equipment

The property, plant and equipment balance of Kshs.34,457,123 as at 30 June 2018
reflected in the statement of financial position and disclosed in Note 33 to the financial
statements was not supported by a fixed assets register with updated details such as the
nature of asset, acquisition date, cost, depreciation rate and amount, disposals, serial/title

Report of the Auditor-General on the Financial Statemenls of Veterinary Services Development Fund for the .year
ended 30 June 2018

Promoting Accountability in the Public Sector



number and location. Consequently, the completeness and accuracy of the property,
plant and equipment balance of Kshs.34,457,123 could not be confirmed.

3. lnconsistencies in Presentation of Financial Statements

A review of the Fund's financial statements for the year ended 30 June 2018 revealed
that various budget line items were inconsistent with those indicated in the accompanying
notes to the financial statements, statement of financial performance and other financial
statements. Under the circumstances, comparison and analytical reviews on item basis
could not be carried out on the revenue and expenditure items reflected in the statement
of financial performance vis-d-vis the revenue and expenditure items reflected in the
statement of comparison of budget and actual amounts for the year ended 30 June 2018.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Veterinary Services Development Fund in
accordance with ISSAI 30 on Code of Ethics. I have fulfilled other ethica! responsibilities
in accordance with the ISSAI and in accordance with other ethical requirements
applicable to performing audits of financial statements in Kenya. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion and Basis for Conclusions on Lawfulness and
Effectiveness in Use of Public Resources sections, ! have determined that there are no
key audit matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Budget Performance and controls

1.1. Budget under- Performance

Analytical review performed on the approved budget verses actual amounts for the year
ended 30 June 2018 revealed material variances between the budgeted and actual
amounts representing under-performance of the budget as shown below:

Report ofthe Auditor-General on the Financial Statements ofVeterinarv Senices Development Fund /br the .vear
ended 30.lune 2018
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Item
Original
budqet

Actual on
Comparable

Basis
Performance

Difference
Under- Performance
in Percentage

Revenue Kshs. Kshs. Kshs Yo

Hides and
Skins Leather
Qualitv Control 10.650,000 5,559,422 -5,090,578 48o/o

Diagnostic
Services 2,100,000 728.588 -1.371.412 65o/o

Expenses
Casual Labour 1 .180.516 590,258 590,258 50o/o

Communication
Supplies and
Services 700,000 187,720 512,280 73o/o

Printing,
Advertising and
information
supplv 2,085,000 925,819 1 ,1 59,1 81 560/o

Hospitality
Supplies and
Services 1,000.000 474,027 525,973 53o/o

Maintenance of
computers,
software,
networks, 466,000 223,446 242,554 52o/o

No explanations were provided for the Fund's failure to meet the revenue targets or to
incur the expenditure fully on some of the items as approved in the budget.

Further, contrary to the guidelines issued by the Public Sector Accounting Standards
Board, the Fund failed to provide explanations in the notes to the financial statements for
material variances above / below +l- 10o/o between the budgeted and actual amounts for
the year ended 30 June 2018.

1.2. Disproportionate Comparative lncrease in Expenditure

A review of the statement of financial performance and statement of financial position
revealed some revenue and expenditure items that recorded a disproportionate increase
compared to the previous year as shown below:

Report o/'the Auditor-General on the Financial Statements o/. Veterinar.v Senices Development Fund for the .vear
ended 30.lunc 2018
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Particulars 2017-20',18 2016-2017 Variance Variance
Revenue Kshs Kshs Kshs Yo

Revenue from exchange
transactions - rendering
of services

70,987,453 47,885,109 23,102,344 48o/o

Expenses

Depreciation and
amortization expense 7,176,485 6,162,484 1,014,001 160/o

Repairs and maintenance 2,819,590 1,449,650 1,369,940 95%

Surplus/( deficit) for the
period 11,467,819 (10,086,359) 21,554,178 214%

PPE- Additions (Capital
Expenditure) 8,396,400 5,280,915 3,1 15,485 59%

A further scrutiny of revenue and expenditure items on specific sub-components revealed
the following disproportionate increase (decrease), over/ (under) 100o/o compared to the
previous financial year as follows:

No proper explanation was given for the significant increases or decreases indicated
above.

Regtrt o/ the .Auditor-General on the Finuncial Statanrent.\ of Vetcrinar.v Sartices Det'alopment Fund /br the .vaar
andcd 30 ,lunc 2018
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Description 2017-2018 2016-2017 Variance

Kshs Kshs
Amount

(Kshs) o/o

Revenue - Rendering
Services

of

Hides and skins 5,559,422 829,515 4,729,907 570%
Disease surveillance, Risk
Manaqement controls

13,210,045 1,249,350 11,960,695 957o/o

Veteri nary Laboratories 217,575 0 217,575 1O0o/o

Other Veterinary Services 80,913 0 80,913 100Yo

Expenditure
Repairs and maintenance
Equipment 223,446 86,531 136,915 158%
Vehicles 1,972,759 964,749 1 ,008,010 104Yo

General Expenses
Advertising 925,819 186,750 739,069 396%
Other operating expenses 0 2,960,422 -2,960,422 -100%
Telecommunication 187,720 0 187,720 lOOo/o

ll



2. Non- Gompliance with Procurement Laws

Section 54(1) of the Public Procurement & Asset Disposal Act ,2015, provides that, "no
procuring entity may structure procurement as two or more procurements for the purpose
of avoiding the use of a procurement procedure except where prescribed." However, an
examination of a sample of payment vouchers and supporting documents relating to
procurement of goods and services for the year under review revealed incidences of
splitting purchases orders contrary to this requirement as shown below:

a) Specialized Material and Services

b) Office and General Supplies

Date Ref: Description Amount - Kshs.
28-02-2018 33407 M/S Superactive Reagents 1.640.000
28-02-2018 33408 M/S Superactive Reaqents 1,236,250
Total 2,876,250

Under the circumstances, the Fund was in breach of the law.

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

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

REPORT ON INTERNAL CONTROLS EFFECTIVENESS, GOVERNANCE AND RISK
MANAGEMENT SYSTEMS

Conclusion

As required by Section 7 (1) (a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Qualified Opinion
and Basis for Conclusion on Lawfulness and Effectiveness in Use of Public Resources

Report o/'the Auditor-Generul on the Financial Statements of Veterinar.v Senices Det'elopment Fund /br the .vear
ended 30.lune 2018
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Date Ref: Description Amount - Kshs
29-06-2018 33525 Cathan Logistics Supplies 900,000
29-06-2018 33526 Cathan Loqistics Supplies 900,000
29-06-2018 33527 Cathan Looistics Supplies 992,815
29-06-2018 33528 Bestmart Enterprises 700,000
29-06-2018 33s29 Bestmart Enterprises 700,000
29-06-2018 33530 Bestmart Enterprises 704,604
Tota! 4,897,4'.|9



sections of my report, I confirm that, nothing else has come to my attention to cause me
to believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

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

Responsibilities of Management and Those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as management deems it necessary
to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error and for its assessment of the effectiveness of internal control,
risk management and governance.

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

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

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

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

Reytrt ol the Atrtlitor-Gcncrul on tha Financ'ial Stutcmettt.s ol Valerinur.v Scn'ic'cs Davclopmcnl Funcl /br thc .vear
endecl 30 .lrrnt' 20l8
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and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act,2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

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

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

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

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

a

Report of the Auditor-General on the Financial Statements of Veterinar.y Services Development Fund fttr the .vear
ended 30 .Iune 2018
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the ability of Veterinary Services Development Fund to sustain its services. lf l

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Fund to cease sustaining its services.

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

a Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Veterinary Services Development Fund to express an
opinion on the financial statements.

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

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

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

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

Nairobi

11 March 2019

Report o/'tha Auditor-Gencral on the Finuncial Statement.s of Veterinar.v Sen,ices Development Fund ./itr the .vear
ended 30 .hma 2018
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VETERINARY SERWCES DEWLOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30, 2018

STATEMENT OF' FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JT]NE 2018

Revenue from non-exchange transactions

6Properly taxes revenue

7Public contributions and donations

8Fines, penalties and levies

Licenses and permits

9Transfers from other governments - gifts and services-in-kind

Revenue from exchange transactions

70,987,453 47,885, I 09t0Rendering of services

1tSale of water and electricity

t2Rental revenue from facilities and equipment

13Finance income - external investments

Agency fees

14Other income

47,885,10970,987,453Total revenue

Expenses

l5Use ofgoods and services

16 590,258 689,1 l3Employee costs

17Remuneration of directors

l8 i,176,485 6.t62,484Depreciation and amortization expense

1,449,650l9 2,819,590Repairs and maintenance

20Conffacted services

Grants and subsidies 21

49,670,22122 48,933,301General expenses

Finance costs 23

59,519,634 57,971,468Total expenses

Other gains/(losses)

24Gain on sale of assets

Gain on foreign exchange transactions

Unrealized gain on fair value of investments 25

26 G) oImpairment loss

11,467,819 (10,086,359)Surplus before tax

27 (, C)Taxation

11,467,819 (10,086,359)Surplusi( deficit) for the period/year

51Remission to National Treasury

11,467,819 (10,086,359)Net Surplus for the year

Attributable to:
(,Surplus/(defi cit) attrib utable to minority interest

Surplus attributable to owners of the controlling entity

1



VETERINARY SERWCES DEWLOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2OT8

Sign
Dr. Peter Mu ngathia
Manager-VSDF

Sign:
Mr. Harry Kimtai
Accounting

O"t",........1

Assets
Current assets

28 46,136,913 3s,889,009Cash and cash equivalents
29Receivables from exchange transactions
30Receivables fiom non-exchange transactions

Current portion of long-term receivables from
transactlons

exchange

3llnventories
32Investments

35.889.00946.136,9t3

Non-current assets
33.237.208JJ 34.457,123Property, plant and equiprnent

3!Investments
34Intangible assets
35Investment properry

Long term receivables from exchange transactions

80.s94.036 69,126,217Total assets

Liabilities
Current liabilities

36Trade and other payables from exchange transactions
37Refundable deposits Aom customers
38Provisions
39Finance lease obligation
43Current portion of borrowings

40Deferred income
41Employee benefit obligation

received in advance
52Taxation

Non-current liabilities
41Non-current employee benefit obligation
42Non-current provisions
43Borrowings
44Service concession liabilitv
53Deferred tax liabilities

Total liabilities
Net assets

79.192,57669,106,217Reserves
l1.467.819 (10,086,3s9)Accumulated surplus

20.000 20,000Capital Fund
69.126.21780,594,036Total net assets and liabilities

, 
^.",...... 
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30, 2018

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 30 JUNE 2018

Attributable to the owneru of the controlling entity
Reserves

Self
insurance

reserve

Capital
replacement
development

reserve/Capital
Reserve

Revaluation
Reserve

Accumulated
surplus

Minority
interest

Total

Kshs Kshs Kshs Kshs Kshs Kshs

Balance as at I July
2016

79,212,576 79,212,576

Surplus/(defi cit) for the
period

(10,086,359) C) ( r 0,086,359)

Transfers tolfrom
accumulated surplus

C) C)

Transfer ofexcess
depreciation on
revaluation

(,

Grants received during
the year
Revaluation gain

Balance as at 30
JUNE 20I7

69,126,217 69,126,217

Balance as at I July
2017

69,126,217 69,126,217

Surplus for the period 11,467,819 11,467,glg
Transfers to/from
accumulated sumlus

(-) (,
Transfer ofexcess
depreciation on
revaluation

(,

Grants received during
the year
Revaluation gain

Balance as at 30
JUNE 2018

80,594,036 80,594,036

J



VETERINARY SERVICES DEVELOPMENT
Annual Reports and Financial Statements

For the year ended June 30, 2018

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Cash flows from operating activities
Receipts
Property taxes

Public contributions and donations
Fines, penalties and levies
Licenses and permits

Govemment grants and subsidies

Rendering of services l0 70,987,453 47,885,r 09

Sale of goods

Finance income

Other income, rentals and agency fees

Total Receipts 70,987,453 47,885,109

Payments
Compensation of employees l6 590,258 689,1 l3

Goods and services t9 &22 51,752,891 51,119,872

Finance cost

Rent paid

Taxation paid

Other payments

Grants and subsidies paid
Total Payments 52,343,149 51,808,995

Net cash flows from operating activities 18,644,304 (3,923,876)

Cash flows from investing activities
Purchase of property, plant, equipment and intangible assets 33 (8,396,400) (5,280,e r s)

Proceeds from sale of property, plant and

Equipment
Decrease in non-current receivables
lncrease in investments (, (-)
Net cash flows used in investing activities (8,396,400) (5,280,915)

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings (, (-)
Increase in deposits

Net cash flows used in financing activities C) G)
Net increase/(decrease) in cash and cash equivalents

10,247,904 (9,204,791\

Cash and cash equivalents at 1 JULY 28 35,889,009 45,093,800

Cash and cash equivalents at 30 JUNE 28 46,136,913 35,889,009

4
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

I

NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
Veterinary Services Development Fund is established under the Exchequer and Audit Act
Cap 412 through Legal Notice No. 109 of May I 996.

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 financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying the entity's
accounting policies.

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

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

ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the
year ended 30 June 2018

Standard Impact

IPSAS 39:

Employee Benefits
Applicable: l't January 2018
The objective to issue IPSAS 39 was to create convergence to
changes in IAS 19 Employee benefits. The IPSASB needed to
create convergence of IPSAS 25 to the amendments done to IAS
19. The main objective is to ensure accurate information relating
to pension liabilities arising from the defined benefit scheme by
doing away with the corridor approach.

3
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2019

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 ADOPTION oF NEw AND REVISED STANDARDS (continued)

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

iii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 20lg

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxes and fines

The entity 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, deferred
income is recognized instead of revenue. Other non-exchange revenues are
recognized when it is probable that the future economic benefits or service
potential associated with the asset will flow to the entity 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 frei from conditions and it is
probable that the economic benefits or service potential related to the asset will
flow to the entity and can be measured reliably. Recurrent grants are recognized inthe statement of comprehensive income. Developmint/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

8

Standard Effective date and impact:
IPSAS 40: Public
Sector

Combinations

Applicable: l't January 2019z

The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly
with IFRS 3(applicable to acquisitions only) Business
combinations and combinations arising from non exchange
transactions which are covered purely under public Sector
combinations as amalgamations.
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30 ,2018

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

a) Revenuerecognition (Continued)

ii) Revenue from exchange transactions

Rendering of services

The entity 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.

Sale 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 entity.

Interest income
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.

Dividends
Dividends or similar distributions must be recognized when the shareholder's or the
entity'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.

9





VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT AccoUNTING POLICIES (continued)
b) Budget information

The original budget for FY 2016-2017 was 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 entity upon receiving the
respective approvals in order to conclude the final budget.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared
on accrual basis using a classification based on the nature of expenses in the siatement
of financial performance, whereas the budget is prepared on a cash basis. The amounts
in the financial statements were recast from the accrual basis to the cash basis and
reclassified by presentation to be on the same basis as the approved budget. A
comparison of budget and actual amounts, prepared o, u cornp*able 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 section xxx of these
financial statements.

c) 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 Entity operates and generates
taxable income.
Current income tax relating to items recognized directly in net assets is recognized in
net assets and not in the statement of financial performance. Management periodically
evaluates positions taken in the tax retums with respect to situatiori in which
applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

10



VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACC0UNTING POLICIES (continued)
c) Taxes (Continued)

Deferued 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
pu{poses at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled
entities, associates and interests in joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, the carry
forward of unused tax credits and any unused tax losses. Deferred tax assets are
recognized to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits
and unused tax losses can be utilized, except in respect of deductible temporary
differences associated with investments in controlled entities, associates and interests
injoint 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 taxatle print will be
available to allow all or part of the deferred tax asset to be utilized. 0nrecognized
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.

Deferred tax relating _to items recognized outside surplus or deficit is recognized
outside surplus or deficit. Deferred tax items ar" r".ogrrized, 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 liabilitils and the deferred
taxes relate to the same taxable entity and the same taxation authority.

11



VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2019

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (continued)
c) Taxes (Continued)

Sales tax

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

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

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.

d) Investment property

Investment properties are measured initially at cost, including transaction costs. The
carrying amount includes the replacement cost of comp-onents 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 investme'nt property.

Investment property acquired through a non-exchange transaction is measured at itsfair value at the date of acquisition. Subsequent ti initial recognition, investment
properties are measured using the cost model and are depreciat-ed over a 3O-year
period.

Investment properties are dereco gnized 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 a1d the carrying amount of thJasset is recogni zed,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.

e) 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 entity r..ogrrir.. ruif, purtr as individual assets
with specific useful lives and depreciates tirem aJcordingly. 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.

12
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2018

4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (continued)

f) Leases

Finance leases are leases that transfer substantially all of the risks and benefits
incidental to ownership of the leased item to the Entity. 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
Entity also recognizes the associated lease liability at the inception oflhe 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 ofthe lease liability so as to achieve a constant rate ofinterest on
the remaining balance of the liability. Finance charges are recognized as finance costs
in 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 Entity 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 Entity. 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. Intemally generated
intangible assets, excluding capitalized development costs, are not capitalized and
expenditure is reflected in surplus or deficit in the period in which the expenditure is
incurred.

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

h) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual
project are recognized as intangible assets when the Entity can demonstrate:

for use or sale

l3
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4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (continued)

h) Research and development costs (Continued)

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. 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

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 Entity 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 market. After initial
measurement, such financial assets are subsequently 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. 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 Entity has the positive
intention and ability to hold it to maturity. After initial -.usure-"nt, 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 ur. ...ognired in surplus
or deficit.

Impairment of financ ial assets

The Entity assesses at each reporting date whether there is objective evidence that a
financial asset or an entity of financial assets is impaired. A financial asset or a
entity 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 entity of
financial assets that can be reliably estimated. Evidence of impairment may include
the following indicators:

14
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4

NOTES TO THE FINANCIAL STATEMENTS (Continued)

SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Research and development costs (Continued)

i) Financialinstruments(Continued)

Financial assets (Continued)

Impairment offinancial assets (Conttnued)

difficulty

reorganization

(e.g. changes in arrears or economic conditions that correlate with defaults)

Financial liabililies

Inilial recogn ition and meas urement

Financial liabilities within the scope of IPSAS 29 are classified as financial
liabilities at fair value through surplus or deficit or loans and borrowings, as
appropriate. The Entity 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 arrtortized 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 cosl is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part ofthe effective interest rate.

i) 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), thl 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:

proportion of manufacturing overheads based on the normal operating capacity, but
excluding borrowing costs

15
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i) Inventories (Continued)

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
sale, exchange, or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption
in the ordinary course of operations of the Entity.

j) Provisions

Provisions are recognized when the Entity 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 Entity 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.

Contingent liab ilities

The Entity does not recognize a contingent liability, but discloses details of any
contingencies in the notes to the financial statements, unless the possibility of an
outflow of resources embodying economic benefits or service potential is remote.

Contingent assets

The Entity 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 Entity 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.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (Continued)

k) Nature and purpose ofreserves

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

I) Changes in accounting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

m) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined
contribution plans are post employment benefit plans under which an entity pays fixed
contributions into a separate entity (a fund), and will have no legal or consiructive
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. thl
contributions to fund obligations for the payment of retirement benefits are charged
against income in the year in which they become payable.

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-employmeni
benefit obligation.

n) 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 curency are reported at the statement of financial position reporting date by
applying the exchange rate on that date. Exchange differences arising from thl
settlement of creditors, or from the reporting of creditors at rates different from those at
which they were initially recorded during the period, are recognized as income or
expenses in the period in which they arise.

o) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment.

Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the
statement of fi nancial performance.

17
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (Continued)

p) Related parties

The Entity regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the Entity, or
vice versa. Members of key management are regarded as related parties and comprise
the directors, the CEO and senior managers.

q) Service concession arrangements

The Entity 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 Entity
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. 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 Entity also recognizes a
corresponding liability, adjusted by a cash consideration paid or received.

r) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits
on call and highly liquid investments with an original maturity of three months or less,
which are readily convertible to known amounts of cash and are subject to insignificant
risk of changes in value. Bank account balances include amounts held at the Central
Bank of Kenya and at various commercial banks at the end of the 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 ofthe financial year.

s) Budget information

The original budget for FY 2017-2018 was 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 entity upon receiving the
respective approvals in order to conclude the final budget.

The entity's budget is prepared on a different basis to the actual income and
expenditure disclosed in the financial statements. The financial statements are prepared
on accrual basis using a classification based on the nature of expenses in the statement
of financial performance, whereas the budget is prepared on a cash basis. The amounts
in the financial statements were recast from the accrual basis to the cash basis and
reclassified by presentation to be on the same basis as the approved budget. A
comparison of budget and actual amounts, prepared on a comparable basis to the
approved budget, is then presented in the statement of comparison of budget and actual
amounts. In addition to the Basis difference, adjustments to amounts in the 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.
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5

NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s) Budget information (Continued)

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.

t) Comparative figures

Where necessary comparative figures for the previous financial year have been
amended or reconfigured to conform to the required changes in presentation.

u) 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, 201g.

SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the Entity'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 assumptiort
and estimates could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future periods. State all judgements, estimatei
and assumptions made: e.g

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 y"ur, *. described
below. The Entity 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 Entity. Such changes are reflected in the
assumptions when they occur. IPSAS 1.140

Useful lives and residual values

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

processes
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SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

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 xxx.

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.

6 PROPERTY TAXES REVENUE

7 PUBLIC CONTRIBUTIONS AND DONATIONS

Actual
Taxable land and
Residential
Commercial
State

Penalties

Income (-) (-)
Total taxes revenue

E.g, The Green Belt Movement
Other
Total transfers and sponsorships

Reconciliation of public
contributions and donations
Balance unspent at beginning of
quarter
Current
Conditions met - transferred to
revenue
Conditions to be met - remain
liabilities
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

8 FINES, PENALTIES AND LEVIES

9 TRANSFERS FROM OTHER GOVERNMENTS

9b) TRANSFERS FROM MINISTRIES, DEPARTMENTS AND AGENCIES

Fuel levy

Fines

Total

Unconditional
onal grant

Other

Conditional
National housing grant

Nati onal infrastructure grant
Provincial health grant
Social services grant
Basic services subsidy
T on fund international
Other

Total government grants and subsidies

Ministry/State
Department
Ministry
Total
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For the vear ended June 30,2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

10 RENDERING OF SERVICES

11 SALE OF GOODS

RE,NTAL REVENUE FROM FACILITIES AND EQUIPMENT

13 FINANCE INCOME - EXTERNAL INVESTMENTS

t2

Animal Reproductive Services 9,196,91 1 7,074,900
Public HealthV 37.322.6ss 33,067,937

Hides And Skins 5,559,422 829,515
Disease surveillance controls t3.210.045 7,249,350

Services 72g,5gg 767,149
Veterinary diagnostic & Efficacy Trial
centres 4,681,344 4,896,359
V Laboratories 217,575
Other V Services 80,913
Total revenue from the rendering of
servrces 70,987,453 47,895,109

Sale of goods
Sale of
Sale of water
Sale ofbooks
Sale of blications

include in line with
Total revenue from the sale of goods

Straighf lined operating lease receipts
rentals

Total rentals

Cash investments and fixed deposits
Interest income from Bills
Interest income from Bonds
Interest from debtors
Total finance income - external
investments
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For the year ended June 30,20lg
NOTES TO THE FINANCIAL STATEMENTS (Continued)
I4 OTHER INCOME

Insurance recoveries
Bulk infrastructure levies
Infrastrucfure fee
Income from sale of tender
Services concession income
Skills
Income from of assets
Total other income

15 USE OF GOODS AND SERVICES

16 EMPLOYEE COSTS

Electricity
Water

Professional services
S

Total and services

Salaries and
Employee related costs - Salaries and
wages

590,259 689,1 l 3

Travel, motor car, accommodation,
subsistence and other allowances

benefits and allowances
Overtime
Performance and other bonuses
Social contributions
Expenditure recharged to capital projects

costs 590,259 689,113

23



ai



VETERINARY SERVICES DEVELOPMENT FUND
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For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

17 REMUNERATION OF DIRECTORS

18 DEPRECIATION AND AMORTIZATION EXPENSE

19 REPAIRS AND MAINTENANCE

20 CONTRACTED SERVICES

Chairman's Honoraria
Directors emoluments
Other allowances
Total director emoluments

Property, plant and equipment 7,176,495 6,162,494
assets

carried at costInvestment
Total reciation and amortization 7,176,495 6,162,494

Property 623,395 398,370
Investment property - earning rentals

and 223"446 86,531
Vehicles 1,972,759 964,749
Furniture and

and accessoriesC
Other

Total and maintenance 2,819,590 1,449,650

Actuarial valuations
Investment valuations
Property valuations
Total contracted services
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Annual Reports and Financial Statements
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NOTES TO THE FINANCIAL STATEMENTS (Conrinued)

2I GRANTS AND SUBSIDIES

22 GENERAL EXPENSES

Community development
Education initiatives and S

Social devel
Communi trust

bodies

and subsidiesTotal

Advertising 925,919 I 86,750
Hospitality Supplies 999,206 511,172
Fuel and oil 2,146,995 2,260,719
Office and General Supplies 6,293,903 6,805,917
Other operating expenses 2,960,422
Telecommunication 187,720

3,491.486 6.019.739
Specialized materials 10,225,392 12,392,625
Travel, motor car, accommodation,
subsistence and other allowances 24,673.890 18,542979
Licenses and

Chemicals

Water purification cost
Postage

Printing and stationery
Hire charges

Rental

Security costs

Sewage treatment costs
Skills development levies
In scrappmg
Telecommunication
Training
Other

Total general expenses 48,933J01 49,670,222
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VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

23 FINANCE COSTS

24 GAIN ON SALE OF ASSETS

25 UNREALTZED GAIN ON FAIR VALUE INVESTMENTS

26 IMPAIRMENT LOSS

27 TAXATION

Borrowings (amortized cost)*
Finance leases amortized cost
Unwinding of discount
Interest on Bank overdrafts
Interest on loans from commercial banks
Total finance costs

, plant and eq

Intangible assets

Other assets not capitalised
Total gain on sale of assets

Investments at fair value
Total

andt

ble assets

Total im loss

Current income tax
Deferred tax: fNote 53

to original and reversal of
l

Relating
differences

Income tax expense reported in the
statement of financial rmance
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For the year ended June 30,20lg
NOTES TO THE FINANCIAL STATEMENTS (Continued)

28 CASH AND CASH EQUIVALENTS

(The amount should agree with the closing and opening bolances as included in the
statement of cashflows)

28 (a). DETAILED ANALYSIS oF THE cAsH AND CASH EeuIvALENTs

Current account l36,gl3 35,899,009
On - call

ts accountFixed
Staff car loan/

Total cash and cash uivalents 46,136,913 35,899,009

a Current account
Commercial bank 110 69',7 2791 46,136,913 35,889,009

Sub- total 46,136,913 35,999,009

b On - call
Commercial bank
Bank - etc

Sub- total

its accountc Fixed d
Commercial bank

Bank B
Sub- total

Staff car loan/
Commercial bank

Bank B
Sub- total

e

Cash in transit
cash in hand
M
Sub- total 46,136,913 35,899,009
Grand total 46,136,913 35,899,009
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

29 RECEIVABLES FROM EXCHANGE TRANSACTIONS

30 RECEIVABLES F'ROM NON-EXCHANGE CONTRACTS

3I INVENTORIES

Current receivables
debtorsService water and electrici

debtorsOther
Less: allowance
Total current receiva bles
Non-current receivables

bodies
Public

allowanceLess

Current totransferred tcuITen recelvablES

Total non-current receivables
Total receivables

Current receivables
tax debtors

Other debtors transactions
Less: allowance
Total current receivables

Consumable stores
Medical

and meters
Water for distribution

held for resaleOther

otal inventories at the lower of cost and netT
realizable value

28
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\ZETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the year ended June 30,2019
NOTES TO THE FINANCIAL STATEMENTS (Continued)

32 INVESTMENTS

d) Shareholding in other entities

For investments in equity share listed under note 27 (c) above, list down the equity
investments under the following categories:

Investment in T bills and bonds
Financial institution
CBK
CBK

Sub- total

ent with Financial Institutions/b) Investm
Banks
Bank x
Bank y

Sub- total

investmentsc s

Equity/ shares in y xxx

Sub- total
Grand total

o//o o//o o//o Shs Shs Shs

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

29
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VETERINARY SERVICES DEVELOPMENT FUND

Annual Reports and Financial Statements
For the year ended June 30, 2018

NOTES TO TI{E FINANCIAL STATEMENTS (Continued)

33 RELATED PARTY BALAI\CES

Nature of related party relationships

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.

Government of Kenya

The Government of Kenya is the principal shareholder of the veterinary services development fund.

i) The National Government;
ii) Ministry of Agriculture, Livestock, Fisheries and lrrigation

34 EYENTS AFTER THE REPORTING PERIOD

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

35 I]LTIMATE AIID HOLDING ENTITY

The entity is a State a Semi- Autonomous Government Agency under the Ministry of
Agriculture, Livestock, Fisheries and trrigation. Its ultimate parent is the Government of
Kenya.

36 Currency

The financial statements are presented in Kenya Shillings (Kshs).
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{ VETERINARY SERVICES DEVELOPMENT FUND
Annual Reports and Financial Statements

For the vear ended June 30, 2018

APPENDIX I: PROGRESS ON FOLLOW UP OF ATIDITOR RECOMMENDATIONS

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

comments thit were provided to the auditor. We have nominated focal persons to resolve the

various issues as shown below with the associated time frame within which we expect the issues

to be resolved.

Guidance Notes:

(i) Use the same reference numbers as contained in the external audit report;

(ii) Obtain the "Issue/Observation" and "management comments", required above, from final

extemal audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons

within your entity responsible for implementation of each issue;

(iv) Indicate the status of "Resolved" oroNot Resolved" by the date of submitting this report to

National Treasury.

Sign... Sign....

t

Dr. Peter Mungathia
Manager-VSDF

Mr. Harry Kimtai
Accounting OfIicer.

ResolvedH.Momata
AccountantStale cheques

Reversal done and

F.O17 raisedI

Resolved
Classification was
done and explanation
qiven.

H.Momata
Accountant2

Wrong
classification
of expenditure

Resolved
Dr.Mung'athi
a-Fund
Manager

1507o Incease
in acquisition
of specialized
materials.

Reason being
drought mitigation
support.

J

ResolvedH.Momata
Accountant

Differences in
NBV ofPPE
and
comparative
figures .

The reports and

financial statements
were revised

4

Date. -.t$o/oaq.
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