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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Background information

The Occupational Safety and Health Fund was established under section 126 of Occupational
Safety and Health Act (OSHA), 2007. In accordance with the requirements of the Government
Financial Management Act 2004, the Minister for Finance gazetted the Government Financial
Management (Occupational Safety and Health Fund) regulations on 11th February 2011 vide
legal notice No. 14 of 2011.

(b) Principal Activities

Vision: A globally competitive workforce and a decent environment.

Mission: Develop and implement policies and programmes for a highly productive workforce
through creation of a safe working environment, promotion of industrial peace, effective human
resource planning and development, social security, productivity promotion and sustainability
job creation.

The principal activities of the Occupational Safety and Health Fund are as summarized in the
following core functions:

Secure the development and coordination of a sound and effective Occupational Safety
and Health systems.

Implement effective systems for prevention of occupational accidents and diseases.

To carry out research on Occupational Safety and Health.

Develop and disseminate information on Occupational Safety and Health.

Promoting of awareness on Occupational Safety and Health among employers,
employees and the general public.
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(¢) Key Management

The entity’s day-to-day management is under the following key organs:
The Occupational Safety and Health Fund management is under the following key
organs:
- Cabinet Secretary
. Principal Secretary;
- Secretary of Administration
- Secretary-OSH
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(d) Fiduciary Management .
The key management personnel who held office during the financial year ended 30™ June
2022 and who had direct fiduciary responsibility were:

Dr. Musa Nyandusi

Secreary-H
2 Head of Accounts CPA Paul O. Abade
5. Head of Procurement Mr. Jones Nyakundi

(e) Fiduciary Oversight Arrangements

Audit and Finance Committee Activities

The Occupational Safety and Health (OSH) Fund was established pursuant to Section 126 of the
Occupational Safety and Health Act, 2007 and subject to the provisions of the Government
Financial Management Regulations.

The Fund being under the management of a National Government entity it is subjected to
auditing by the office of the Auditor General in accordance with the auditing calendar. The fund
undergoes auditing alongside auditing of the Ministry’s financial entities.

Parliamentary Committee Activities
The committee of the National Assembly established is implicit in dealing with OSH fund by

bearing the responsibility of :

(a) Monitoring all budgetary matters relating to OSH Fund and reporting the
matters to Parliament.

(b) Monitor adherence of the entity (Occupational Safety and Health Services)
managing OSH Fund to the principles of the public finance, the Constitution
2010 and provisions of Public Management Act, 2012.

(c) Examine financial statements and documents in respect of OSH Fund
submitted and make recommendations to the National Assembly.

Development Partner Oversight Services
The National Government Entity In-Charge of OSH Fund has not partnered with any
development partner for the sake of OSH Fund.

Other Oversight Activities

The National Council for Occupational Safety and Health (NACOSH) is established pursuant to
section 27 of the Occupational Safety and Health Act, 2007. Under section 126(6) the Director of
Occupational Safety and Health Services in consultation with NACOSH administers the fund.
The NACOSH has established a committee to oversee administration of the OSH Fund. The
committee submits quarterly reports about OSH Fund to NACOSH which in turn advises the
Cabinet Secretary in charge of the entity Headquarters

i
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KEY ENTITY INFORMATION AND MANAGEMENT (Continued)

(f) Entity Headquarters
The Occupational Safety and Health Fund offices is located at

Commercial Street, Safety House,

Industrial Area
P.O. Box 34120 - 00100, Nairobi, Kenya

(g) Entity Contacts
Telephone: +254 (020) 2667722

Email:doshdept@yahoo.com
Website: www.labour.go.ke

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

2. Kenya Commercial Bank
Account No.1130057321
Industrial Area Branch
Nairobi

(i) Independent Auditors
Office of the Auditor General.

Anniversary Towers, University Way
P.O. 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

1ii
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1. NATIONAL COUNCIL FOR OCCUPATIONAL SAFETY AND HEALTH FUND

COUNCIL MEMBERS.

Council Chairman

Joseph Kanguchu

He has Advanced Diploma in marketing from Randburg
Institute in South Africa

He has been Chairman of monitoring and evaluation of
Mama Lucy Hospital and Chairman Murang’a County
Council.

Council Members

tH
i ¥ i 13 :
Dr. Lawrence Guantai
TVET

Eng. OkangaAnjichi
Private Member

He works with the Ministry of Education, State
Department of Vocational and Technical Training. He
has PhD Med. Microbial, MSC Med. Microbial, Bed
Science, Certificate IV in Assessment & Training and
Certificate in Occupational analysis.

He has a B. Tech in Civil and Structural Engineering,
NEBOSH IDIP, Professional Engineer (EBK) and
Corporate Member of IEK.

v
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Dr. Mary Onsarigo
NACOSTI

She has a PhD in Agricultural Biotechnology from
Queensland university of Technology, Australia, Masters
Degree in Agricultural Biotechnology from Kenyatta
University, Master’s Degree in Information Technology
from University of Manchester (UK) and a Bachelor’s
Degree in Education Science from Moi University.

She is currently an employee of the Kenya National
Commission for Science Technology and Innovation.

James Welimo
Government Chemist

He works with Government Chemist Department. He has
a Bachelor Degree in Science and Chemistry. He is
currently engaged in the Forensics Toxicology in the
Government Chemist Department.

Charles Owelle
FKE

He is Managing Director of Canon Agro Agencies.

He has BSc. in Agriculture and MBA in Strategic
Management
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He is a statistician by profession and has over 20 years’
experience in the public service.

He holds a Master of Science Degree (Statistics) from
Kenyatta University and has expertise in official
statistics, strategic management, surveys and censuses
implementation and project management.

He is a qualified quality management system internal
auditor and currently heads a team of champions,
implementing the ISO 9001:2015 Quality Management
System in the Bureau. He is a member of the Kenya
National Statistical Society.

Robert Nderitu,
KNBS

Currently, he is the Director in charge of Production
Statistics at Kenya National Bureau of Statistics.

She holds a degree in Environmental Science from Pwani
University.

She is currently working at the Central Organization of
Trade Union as a program officer under the climate
change and environmental program, HIV and AIDS.
She is also the Head of Occupational Safety and Health
Department.

Rebecca Okello
COTU

He is NEMA Chief Enforcement Officer. Have a Msc. in
Land and Water management and BSc. in Agriculture
from the University of Nairobi. Currently working as the
Ag, Deputy Director Compliance in NEMA. Has a
cumulative work experience of 23 years in the Public
Sector

Roe rina )
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Rukia Mohammed
Priyate Member

She has Masters in Business Administration (project
management) and BSc. Information Systems and
Technology.

Dr. Angeline Chepchirchir
Private Member

She holds a Doctor of Philosophy degree in Tropical and
Infectious diseases, MSc in Medical Microbiology,
Bachelor’s degree in Nursing from University of Nairobi
and a certificate in Biostatistics from University of
Washington USA

She is a member of the Infectious disease Society of
Kenya, a registered nurse with Nursing Council of
Kenya, a lecturer and Public Health research scientist.

Dr. Musa Nyandusi
Secretary-OSH

He has a Bachelor’s Degree of Medicine and Bachelors
degree of Surgery (MBCHB) and Master’s Degree of
Medicine (MMED) Specializing in Otorhinolaryngology
and Head and Neck Surgery.

He has a vast experience in occupational health practice
and management,

He is a board member of The National Industrial
Training Authority (NITA)

He is also a Board Member National Nuclear Regulatory
authority (NNuRA)

vii




Occupational Safety and Health Fund
Annual Reports and Financial Statements
For the year ended June 30, 2022

2. MANAGEMENT TEAM

Principal Secretary,
Ministry of Labour.

. "N
Peter. K. Tum, OGW
Principal Secretary,
Ministry of Labour.

He has a Bachelor’s Degree of Medicine and Bachelors degree
of Surgery (MBCHB) and Master’s Degree of Medicine
(MMED) Specializing in Otorhinolaryngology and Head and
Neck Surgery.

He has a vast experience in occupational health practice and
management,

He is a board member of The National Industrial Training
Authority (NITA)

He is also a Board Member National Nuclear Regulatory
authority (NNuRA)

Dr. Musa Nyandusi
Secretary-OSH

OTHER HEADS OF DIVISIONS

No. | Name of Division Name of Heads

1. | Work Injury Benefits Administration Dr Andrew Muruka

2 Occupational Safety and Health Administration Mrs Irene Karanja

3. | National Institute of Occupational Safety and Health (NIOSH) | Mr Charles Odhiambo
4. | Occupational Safety Division Mr. Waweru Kariuki
5. | Occupational Health Division Dr. Peter Maliti

6. | Administration Division Mr. Kenneth Njuguna
7. | Hygiene Division Mr. John Waweru

8. | Field Operations Division Mr. Peter Nyongesa
9. | Workplace Registry Mrs Florence Nganga
10. | Accounts & Finance Division CPA. Paul Abade

11. | Procurement Division Mr. Jones Nyakundi

Viil



Occupational Safety and Health Fund
Annual Reports and Financial Statements
For the year ended June 30, 2022

3. CHAIRMAN’S STATEMENT

The National Council for Occupational Safety and Health (NACOSH) has the mandate to not

only advise the Cabinet Secretary responsible for labour on matters occupational safety and

health, but also to approve the work-plan and oversee the activities of the OSH Fund. During

the 2021/22 FY, the Directorate undertook a number of key activities that were envisaged in the

2018-2022 Strategic Plans, the Medium Term Plan and the ‘Big 4’ Agenda. These included the

conduct of targeted workplace OSH inspections; sensitizing and training workers on use of safe

working methods; conduct

of occupational medical examinations and hygiene assessments; legal and institutional reform

agenda of the Directorate; Enhancing OSH Fund revenue collection methods and improving

coverage of services by Directorate by ensuring more competent OSH practitioners are

approved.

I do take pride in the successes that we achieved during the year under review. These include: -

1. Review of various regulations in order to improve the administration of OSH in the
country including the Building and Works of Engineering and Construction regulations,
First Aid Rules, Oil and Gas Regulations. These regulations have been drafted and
subjected to public participation and signed by the Cabinet Secretary on advise of
NACOSH and have been referred to the Attorney General’s office with a view to
presentation to the Parliamentary Committee of Legislation. As a council we do look
forward to having the regulations that will improve the administration of OSH in the
country.
2. Collection of OSH Fund revenue increased to KShs.125 million from last year’s figure of

KShs.102 million.

A number of challenges were encountered by the Directorate during the year. Key challenges
that require a mention are: -
1. Inadequate information management system to capture collected data for purposes of
analysis and timely decision making.
2. Slow progress in finalization of the OSH bills due to external factors beyond the control

of the Directorate.

X
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3. Effects of COVID 19 were still evident in the rate of Renewals and new Business
Registrations.
It is with great expectations that I look forward to having the Directorate’s goals of reducing

cases of workplace accidents and ill-health being achieved with every passing year. This way, we

will eventually attain our Vision of “a healthy worker in a safe work environment”.

100 .7, S Eng. Okanga Anjichi, Chairman, NACOSH.

(S

S

o



Occupational Safety and Health Fund
Annual Reports and Financial Statements
For the year ended June 30, 2022

4. SECRETARY OSH STATEMENT

The Directorate of Occupational Safety and Health in its mandate to ensure the safety and health
of all workplaces private and public as well as administer work injury compensation has had an
onerous year in 2021/2022 where the critical importance of the workplace constantly investing in
OSH has been repeatedly demonstrated.

The 2021/22 year began with a firm focus on meeting the departmental targets to undertake the
regular inspections, medical examination and surveillance, plant examinations, training, hygiene
surveys and ensure that the Big 4 sectors of construction, manufacturing, healthcare and
agricultural comply with the required standards of occupational safety and health through
conduct of the targeted interventions which were in turn set as targets for the year’s performance
targets.

In the 2021/22 financial year DOSHS managed to register an increased number of workplaces as
compared to the previous year, with an increase especially to the number of registered
construction sites.

The department also registered an increase in the numbers of workplace inspections conducted
which included those in the Big 4 sectors of construction, manufacturing, healthcare and
agriculture.

Further the department managed to conduct more examinations of hazardous plants including
examination of lifting devices, compressed vessels, conduct of OSH audits, medical examination
of workers in hazardous occupations, trainings and hygiene surveys.

The number of approved persons and institutions were increased further following the successful
interviewing of qualified persons and institutions. These persons and institutions shall help in
increasing the reach of the department to more workplaces and affect OSH related activities.

The Covid-19 pandemic crisis has had an adverse effect not only in the economy and healthcare
system but has placed OSH on the forefront of all enterprises. With the effects of Covid—19
wearing off, we are hopeful that the new FY 22/23 will pose less challenges hence an improved
revenue collection and easier reach to workplaces to ensure compliance and accountability in the
workplace.

The effects of Covid-19 infection shall remain to be felt in the workplace for a number of years
and enterprises shall require to remain vigilant to mitigate on these effects and DOSHS shall
continue to provide leadership in the area.

In the 2021/2022 financial year the International Labour Organization (ILO) has strongly been
engaged with the inclusion of OSH in the ILO decent county work programme (DCWP) for the
current triennium. Through the programme, it is hoped that we shall have opportunity to ratify
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OSH related ILO Conventions including C187, C161, CI155, to improve work injury
compensation, review the OSH Legislation and give opportunity to train the OSH officers in new
areas of practice in order to remain relevant in their work.

The department has over the last seven years been engaged with the social partners of Federation
of Kenya Employers (FKE) and The Central Organization of Trade Unions (COTU) and The
Attorney General in the review of the legislations governing the administration of OSH and work
injury compensation. The draft OSH and WIC Bills have been with the National Treasury
awaiting concurrence before presentation to The Cabinet and onward transmission to The
National Assembly. This long awaited concurrency with regard to OSH and WIC Bill has
remained unachieved and concerted effort is required to make this possible in the next financial
year.

In the FY under review, we missed our revenue target by 11.1%, but our expenditure was 32.8%
higher than budgeted. In the next FY we intend to enhance our revenue collection by intensifying
workplace inspections and also making DOSH visible through Media campaigns that target
workplaces and safety for workers.

Despite the challenges faced in the department, we feel that a firm foundation is being laid to
allow for robust OSH administration and the future remains bright for the department and its
continued role in the Kenyan workplace.

Dr. Musa Nyandusi (MBCHB, MMED)
Secretary NACOSH

X1l
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5. REVIEW OF OCCUPATIONAL SAFETY AND HEALTH FUND KENYA
REGULATORY & NON — COMMERCIAL ENTERPRISE ’S PERFOMANCE
FOR FY 2021/2022

OSH being a department within the Ministry of Labour, derives its objective from the Ministry.
OSH has irs strategic pillars and objectives within its Strategic Plan for the FY 2018/2019-
2022/2023. These strategic pillars are as follows: 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.

Directorate of Occupational Safety and Health Services (DOSHS) hasl pillar and 4 objectives
within State Department for Labour’s Strategic Plan for the FY 2018/2019- 2022/2023 namely,

“Inculcation of a safety and health culture in workplaces”.

DOSHS develops its annual work plans based on the said pillar. Assessment of the Board’s
performance against its annual work plan is done on a quarterly basis. The Directorate achieved
most of its performance targets set for the FY 2021/2022 period for its strategic pillar, Activities
enumerated in the annual work plan were all cascaded into staff’s individual work plans and
targets. The targets addressing key mandate of the Directorate were incorporated into the FY
2021/22 Performance Contract for the Cabinet Secretary for Labour. The results achieved are
tabulated herein below: -

Strategic Pillar: Inculcation of A Safety and Health Culture in Workplaces

No Activity Performance Expected output Achievements
Indicator
] Regional Reports of meetings | Improved Meetings held in four (4)
meetings with held in the five performance of regions namely coast,
OSHOs on regions officers and western, Nairobi &
evaluation of enhanced Central. Reports
work compliance among | compiled
performance in 5 workplaces.
regions
(Western/Nyanza,
Central and
Eastern, Coast
and North
Eastern, Rift
valley and
Nairobi).
2 Meeting with all | Report of meetings Harmonized 1) First Aid
approved persons activities of the trainers/DHPS met at
(Advisors, approved persons Kiambu.
Auditors, AQM, engaged by
DHPs, plant DOSHS 2)Plant examiners met
examiners, At Machakos University
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%

No Activity Performance Expected output Achievements
Indicator I
trainers) on the
performance of 3)OSH advisors and Fire
their activities in safety auditors at
the field. Naivasha (Karlro)

3 Workplace Requests from field Reports of 7,390 workplace |
inspections, Offices inspections, inspections done,
prosecutions Reports investigations and | 52.3% (101 out of 193)
investigations of actions taken of reported fatal
serious and fatal against employers | occupational accidents I
accidents, investigated
complaints and Reports submitted to
Govt. directives Field Division

Headquarters.

4 Monitoring and Report of Plants in Tea Done in all 5 regions : |
Evaluation of surveillance of plant factories, gas Mombasa, Kisumu,
activities of examiners’ activities | refilling and bulk Nyeri, Embu, Nairobi
(Plant Examiners) | S counties stores in Mombasa | Reports submitted to |
Approved persons Region Kilifi, Hgs.
and Institutions Kwale, Kisumu

Region,

Kakamega,Vihiga,

Laikipia Nyeri

region Muranga,

Kerugoya and |
Nyeri counties

examined

5 Lobby for the e Cabinet memos OSH Act Bills forwarded to
finalization of e Reports of action WIC Act National Treasury for
Occupational on Treasury Final OSH opinion
safety and Health correspondences Practitioners draft |
Act, Work Injury on consensus Bill
Compensation e Parliamentary
Act and ) Labour and welfare [
Occupational committee and key
Safety and Health | = gyapeholders retreat
Practitioners Bill. |

7 NACOSH and e Conducted ¢ Meetings held e 4 Full Council
Committees NACOSH and e Reports of meetings |
activities Committee activities e 8 Committees’
implemented. meetings prepared meetings held.

* Developed cop on * Gazetted CoPs e Minutes written |
machinery safety subsidiary

e Reviewed BOWEC, legislation
first aid rules e NACOSH .

X1V
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No Activity Performance Expected output Achievements
Indicator
e Proposal for Contact with
resource workers
mobilization e NACOSH project
e Sectoral conducted
familiarization e Analysed
visits Accident
e NACOSH Project Statistics by a
proposal &report Consultant
e accident statistics
report
8 Work e OSH and fire safety | ® OSH and fire Conference table and
environment audits reports safety audits of chairs purchased.
improvement at e Renovation of DOSHS Offices
DOSHS offices offices in Laikipia, under.taken & Machakos, Athi River,
countrywide Muranga, Surveillance of | Kericho, Bungoma
Kirinyaga, departmental offices renovated.
Machakos, Garissa work
and Trans Nzoia environment
e DOSHS Safety and enhanced
Health committee e 50% of
activities recommendation
e Conference table s fulfilled
and chair * Reports of
purchased 1mprovements
compiled
9 Development of | e Draft Regulations e Report of The OSH Fund
regulations for for Occupational stakeholders regulations were
the Occupational Injury and Diseases report compiled | amended to include a
Injury and Fund e Regulations on component of OD fund
Diseases fund * Reports of TAC Occupational and submitted to
under the Public Diseases Fund Treasury.
Finance gazetted
Management Act,
2012
10 Research by the ¢ No. of research 1 research paper 4 draft data collection
Institute papers finalised but yet to | tools were developed
e Report of be published. 2 collection tools
collaboration developed
1 research conducted.
Pending: data analysis
and research report
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Y

social dialogue
for Occupational
injury, diseases
and ill-health
compensation
system

forum
o TAC meetings

delegate meeting
Develop
Develop a
technical memo
e Formation of a
technical level
committee

No Activity Performance Expected output Achievements
Indicator |
11 Train workers e No. of workers and | e 6,000 members 13,473 workers trained,
and employers in employers trained of workplace 3,202 trained on OSH
OSH including . OSH operations, |
SMEs Committees, fire | 4,024 trained on Fire
marshals and Safety,
fl‘rs.t aiders 5,548 trained on First
txam‘ed. Aid, |
S Alow s 699 trained on OSH
Spdings awareness.
assessed and
report compiled.
12 Organize 2022 World Occupational e Award categories | Awards for the various
OSH Awards and | Safety and Health day | in 5 sectors categories of industry
the commemorated e OSH awareness given.
commemoration campaign Adverts and radio and
of the world day e Adverts and TV talk shows through
for safety and radio and TV talk | print, radio and |
health at work shows through television media made.
print, radio and
television media |
made
13 Develop and Awareness created on | e Approved Draft media
Implement a DOSHS programmes Communication | engagement and |
media strategy for | and activities carried strategy communication policy
the Directorate out e Improved developed.
reporting of Media Visibility
DOSHS achieved. l
programmes
14 Enhancement of | e High level dialogue | ® Hold high level e TAC Meetings held
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6. CORPORATE GOVERNANCE STATEMENT

Corporate governance is the process by which institutions are directed, controlled and held to
account.

Council meetings.
The Council holds meetings at least four times a year. The Council members are given
appropriate and timely information so that they can maintain full and effective control over
strategic, financial, operational and compliance issues. The Council has delegated day to day
operations to the Director-DOSHS. The Accounting Officer has the responsibility for
establishing and maintaining the institutions internal controls in financial, operational and
compliance issues as well as implementing strategies for the long term success of the institution.

Council committees
The Council has four sub-committees, which regularly meet under the terms of reference set by

the Council. They are:

a) Agricultural committee

b) Extractive and constructive committee
c) Finance and legal committee

d) Manufacturing and service committee

Appointment and removal of Council members
Occupational Safety and Health Fund Council members are appointed by the Accounting Officer
and later gazetted in Kenya gazette. The Council is composed of eleven members and three co-
opted members. All the Council members are non-executive. The current Council is the third and
was appointed by the Cabinet Secretary, Ministry for Labour on 20™ September, 2019 and ™
January, 2020 and their term ends in 2022. The Council members can be removed from the
office if they contravene chapter six of the constitution.

Roles and functions of the Council
The National Council for Occupational Safety and Health (NACOSH) is a body established
under the Occupational Safety and Health act,2007(OSHA,2007). The mandate of the Council is
to advise the Cabinet Secretary responsible for labour on matters relating to the improvement of
occupational safety and health and hence the quality of working life in Kenya including policies,
legislations and strategies of promoting best practices in Occupational Safety and Health (OSH).
It is also charged with the establishment, maintenance and development of safety and health
preventive culture.
In addition, the OSH Fund regulations under the Public Finance Management Act gives
NACOSH the mandate to approve expenditure of OSH Fund at the beginning of each financial
year in accordance with the work planned budget prepared by DOSHS.

Remuneration of the Council
The Council is not on a salary, because they are not full time employees, nevertheless their
expenses are reimbursable and they are paid sitting allowance and any other allowances that are
relevant to them according to Public Service and National Treasury Circulars.

X Vil
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Ethics and Conduct
The Council members are committed to the need to conduct the operations of the institution with
integrity and in accordance with generally accepted corporate practice and endorse the
internationally developed principles of corporate governance. They also adhere to chapter six
and twelve of the Kenyan Constitution.

7. MANAGEMENT DISCUSSION AND ANALYSIS

Major Risks Facing the entity
No major risks are envisaged to face the entity.

Material Arrears in Statutory and Financial Obligations

The entity is not faced with loan defaults, pending bills, tax defaults, and outstanding staff and
pensions obligations/actuarial on pension schemes, non-payments of dividend and loan
redemption to the National Exchequer.

The Entity’s Financial Probity and serious governance issues

OSH fund is not an independent entity. It is a fund operated within the confines of DOSHS.
Pursuant to the provisions of the Government Financial Management (Occupational Safety and
Health Fund) Regulations, 2011 L.N. No. 14, the Ministry’s accounting officer oversees its
management. There does not exist an isolated management structure for the fund’s management
thanks to its meagre nature. The Ministry’s accounts staffs ensure the Fund’s robust management
of its finances.

Before expenditure of any amount from the OSH Fund, a plan has to be in place. The Director
DOSHS develops an annual OSH Fund Work-plan. The OSH Fund Work-plan is tabled before a
Finance, Legal and Communication Committee of NACOSH. OSH Fund Work-plan is tabled
before a full NACOSH for approval. The NACOSH approved OSH Fund Work-plan is presented
to the accounting officer for approval.

The Director develops an annual OSH Fund procurement plan in accordance with the work-plan.
The procurement plan is presented to the accounting officer for approval. Expenditure
commences in accordance with the 2 plans.

Expenditure of OSH Fund
The Director seeks authority from accounting officer of intended expenditure as per the work-
plan.
All the time authority is sought, the following have to be attached.
i.  Approved OSH Fund annual Work-plan (for expenditure to be authorized, the activity
where the money is being spent has to be in the plan)

ii.  Itemized schedule detailing particulars of expenditure

NB. The accounting officer may require further documents in order to make an informed
decision
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Reports of Collections and Expenditure

The Director prepares quarterly, half yearly and annual reports of OSH Fund collections and
expenditure for presentation to:-

i.  NACOSH subcommittee

ii.  Full NACOSH

iii.  Accounting officer

8. ENVIRONMENTAL AND SUSTAINABILITY REPORTING
OSH Fund being a government entity exists for the whole purpose of serving the citizens;
therefore, all it does is for the sole purpose of benefiting the citizens. It therefore does not

undertake CSR.

9. REPORT OF THE COUNCIL MEMBERS

The Council members submit their report together with the audited financial statements for the
year ended June 30, 2022 which show the state of the entity’s affairs.

Principal activities
The principle activities of the entity are:
To inspect workplaces to ensure compliance with occupational safety and health Act,
2007.
Carrying out medical examinations and surveillance of workers’ health.
Approving architectural plans of buildings intended for use as workers.
Disseminating information on OSH to employers, employees and other interested
parties.
To study and review policies and legislations of occupational health and safety
To enforce the following legislations:
a) Occupational Safety and health Act, 2007 and its regulations.
b) Work Injury Benefits Act, 2007
> To conduct research and technical analysis on issues related to occupational safety and
health at the workplace.
> To carryout promotional and publicity programs to employers, workers and general
public to foster and increase the awareness of occupational safety and health.
> To provide advisory service and information to government and private agencies
pertaining to management and technical aspects of occupational safety and health.
> To become secretariat for the national Council regarding occupational health and safety.

Y VYV VY Y

Y VY

Results
The results of the entity for the year ended June 30, 2022 are set in the lower pages.

Council Members

The members of the Council who served during the year are shown on the above pages. During
the year, no member has retired/resigned and no member was appointed. The serving members
were appointed in 20" September, 2019 and 17" January, 2020 and their term ends in 2022.
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Auditors
The Auditor General is responsible for the statutory audit of the Occupational Safety and Health
Fund in accordance with Article 229 of the Constitution of Kenya and the Public Audit Act
2015.
10. STATEMENT OF DIRECTORS RESPONSIBILITIES

Section 81 (1) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the accounting officer for a national government entity shall prepare financial
statements in respect of that entity. Section 81 (3) requires the financial statements so prepared to
be in a form.that complies with relevant accounting standards as prescribed in the Public-Sector
Accounting Standards Board of Kenya from time to time.

The Principal Secretary in charge of the Ministry of Labour is responsible for the preparation and
presentation of the Occupational Safety and Health Fund financial statements, which give a true
and fair view of the state of affairs of the Ministry for and as at the end of the financial year
(period) ended on June 30, 2022. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the
reporting period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the financial position of the entity; (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 Ministry; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the
circumstances.

The Principal Secretary in charge of the Ministry of Labour accepts responsibility for the
Departmental Fund financial statements, which have been prepared on the Accrual Basis Method
of Financial Reporting, using appropriate accounting policies in accordance with International
Public Sector Accounting Standards (IPSAS) and relevant legal framework of the Government of
Kenya. The Principal Secretary is of the opinion that the Occupational Safety and Health Fund
financial statements give a true and fair view of the state of Fund’s transactions during the
financial year ended June 30, 2022, and of the Fund’s financial position as at that date. The
Principal Secretary in charge of the Ministry of Labour further confirms 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 internal financial control.

The Principal Secretary in charge of the Ministry of Labour confirms that the entity has complied
fully with applicable Government Regulations and the terms of external financing covenants
(where applicable), and that the funds received during the year under audit were used for the
eligible purposes for which they were intended and were properly accounted for. Further the
Principal Secretary confirms that the fund’s financial statements have been prepared in a form that
complies with relevant accounting standards prescribed by the Public-Sector Accounting
Standards Board of Kenya.
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Approval of the financial statements
The Occupational Safety and Health Fund financial statements were approved by the Council

)‘2({7!/}‘5 43 JEmer 205 _ _
on sty menElibeld AL 2 4. ...2022, and signed on its behalf by:

Chairperson of the Council Secretary-OSH
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REPUBLIC OF KENYA

Telephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Website: www.oagkenya.go.ke Monrovia Street

OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

Enhancing Accountability NAMOR

REPORT OF THE AUDITOR-GENERAL ON OCCUPATIONAL SAFETY AND HEALTH
FUND FOR THE YEAR ENDED 30 JUNE, 2022

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 the 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 control, 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
Qualified Opinion

| have audited the accompanying financial statements of Occupational Safety and Health
Fund set out on pages 1 to 35, which comprise the statement of financial position as at

Report of the Auditor-General on Occupational Safety and Health Fund for the year ended 30 June, 2022



30 June, 2022, and the statement of financial performance, statement of cash flows,
statement of changes in net assets 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 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, 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 Occupational Safety and Health Fund as at
30 June, 2022 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
comply with the Occupational Safety and Health Act, 2007 and the Public Finance
Management Act, 2012.

Basis for Qualified Opinion
1. Trade and Other Payables from Exchange Transactions

The statement of financial position reflects trade and other payables from exchange
transactions balance of Kshs.681,213 as disclosed in Note 10 to the financial statements.
Included in the balance is the amount of Kshs 300,000 owed to the Office of the Auditor-
General for accrued audit fees for financial years 2018/2019 to 2020/2021 which had not
been paid to date.

In the circumstances, the completeness and accuracy of the trade and other payables
from exchange transactions balance of Kshs.300,000 as at 30 June, 2022 could not be
confirmed.

2. Variance in Comparative Balance-Specialized Plant and Equipment

The statement of financial performance reflects purchase of specialized plant and
equipment comparative balance of Kshs. 13,365,540 while the audited financial statement
for the year ended 30 June, 2021 did not have a balance in respect to purchase of
specialized plant and equipment.

In the circumstances, the existence and accuracy of the comparative expenditure on
purchase of specialized plant and equipment could not be confirmed for the year ended
30 June, 2022.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Occupational Safety and Health Fund
Management in accordance with ISSAI 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 qualified opinion.

Report of the Auditor-General on Occupational Safety and Health Fund for the year ended 30 June, 2022
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Key Audit Matters

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

REPORT 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, | confirm that, nothing 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

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, based on the audit
procedures performed, | confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

The 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 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 Board Members

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 control, risk management and governance.

Report of the Auditor-General on Occupational Safety and Health Fund for the year ended 30 June, 2022
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In preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue to sustain services, disclosing, as applicable, matters related to
sustainability of services and using applicable basis of accounting unless Management
is aware of the intention to abolish the Fund or 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.

The Board Members are responsible for overseeing the Fund’s financial reporting
process, reviewing the effectiveness of how the Fund 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 ISSAIs will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

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 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 ISSAIls. A material weakness is a condition in

Report of the Auditor-General on Occupational Safety and Health Fund for the year ended 30 June, 2022
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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 noncompliance. 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
Fund 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 control.

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 accrual basis of
accounting method under International Public Sector Accounting Standards and,
based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Fund’s ability 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 Fund to cease 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 Fund 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.

Report of the Auditor-General on Occupational Safety and Health Fund for the year ended 30 June, 2022
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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 Na CBS

AUDITOR-GENERAL

Nairobi

31 January, 2023
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1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30, JUNE
2022

Revenue from non-exchange transactions

Licenses and Permits 1 117,527,029 98,326,429
Transfers from other governments—grants 2 7,500,000 7,245,960
Total Revenue 125,027,029 105,572,389
Expenses

Use of goods and services 3 127,478,367 99,894,839
Boards/Council expenses 4 13,931,944 2,391,240
Depreciation and amortization expense 5 13,605,386 12,755,624
Repairs and maintenance 6 10,597,104 4,621,762
Purchase of specialized Plant & Equipment 9 21,040,910 13,365,540
Total expenses 186,653,711 133,029,005
Surplus/( deficit) for the period/year (61,626,682) (27,456,616)

The notes set out on pages below form an integral part of these Financial Statements.

The Financial Statements set out on pages below were signed on behalf of the Council members’ by:

B

Secretary-OSH Head ofiFinance
Name: Dr. Musa Nyandusi CPA, Paul O. Abade
ICPAK Member No.28999

e Council
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2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2022 ' '

" o
ASSETS ‘
r
Current Assets \ \
Cash and cash equivalents \ 7 21,662,237 56,546,29L\ . }
Receivables from non-exchange transactions ‘ 8 0 964,600 \
Non-current assets f‘
Property, Plant and Equipment 9 16,524,254 21,191,571 ]
Total assets 38,186,491 78,702,463
Liabilities M
Current liabilities
Trade and other payables from exchange -1
transactions 10 681,213 611,413 'é}
Net Assets 37,505,278 78,091,050 ¢ ¥
Capital Fund 13 7,000,000 7,000,000 | §
¥
Accumulated Surplus 85,526,576 85,182,125
Surplus for the year (48,021,296) (27,456,616 ,}
Total net assets and liabilities 37,505,278 78,091,050 ¢ “
4
The Financial Statements set out on pages below were signed on behalf of the Council members’ by: ' \
ol

S
A

Secretary-OSH Head of Finance

Name: Dr. Musa Nyandusi CPA, Paul O. Abade
ICPAK Member No0.28999

Date lg I QQ/)L Date...x?jl..g X ” ! Q%]Q\ Date...‘).\.& “'Q'Q)(\’




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

2022.
Capital
Reserve Revenue Reserve Total
Kshs Kshs Kshs
At July 1,2017 7,000,000 32,527,843 39,527,843
Surplus/deficit for the year (4,816,165) (4,816,165)
Balance as at 30 June 2018 7,000,000 27,711,678 34,711,678
At July 1,2018 7,000,000 27,711,678 34,711,678
Surplus/deficit for the year 2,695,714 2,695,714
Adjustments 15,382,096 15,382,096
Balance as at 30 June 2019 7,000,000 45,789,488 52,789,488
At July 1,2019 7,000,000 45,789,488 52,789,488
Surplus/deficit for the year 27,075,500 27,075,500
Adjustments 12,317,137 12,317,137
Balance as at 30 June 2020 7,000,000 85,182,125 92,182,125
At July 1,2020 7,000,000 85,182,125 92,182,125
Surplus/deficit for the year (14,091,076) (14,091,076)
Balance as at 30 June 2021 7,000,000 71,091,050 78,526,574
At July 1,2021 7,000,000 78,526,574 85,526,574
Surplus/deficit for the year (48,021,296) (48,021,296)
Balance as at 30 June 2022 7,000,000 30,069,754 37,505,278




Cash flow from operating activities

_4._STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2022

Receipts
Licenses and permits

1 117,527,029 98,326,429
Transfer from other governments-grants and
subsidies 2 7,500,000 7,245,960
diotaliiecelpts 125,027,029 | 105,572,389
Payments
Use of goods and services 3 127,478,367 99,894,839
Boards/Council expenses 4 13,931,944 2,391,240
Depreciation and amortization expense 5 13,605,386 12,755,624
Repairs and maintenance costs 6 10,597,104 4,621,762
Total Payments 165,612,801 119,663,465
Cash flow from operating activities (40,585,772) (14,091,076)
Add back depreciation 5 13,605,386 12,755,624
Decrease in receivables 8 (150,000) (75,000)
Increase in payables 10 69,800 80,200
Net Cash flows from operating activities (27,060,586) (1,330,252)
Cash flows from investing activities
Purchase of property plant equipment 9| (21,040,910) (13,365,540)
Cash flow from financing activities
Net increase/(decrease)in cash and cash
equivalent (48,101,496) (14,695,792)
Cash and Cash equivalents at 1 July 2020 69,763,733 71,242,083
Cash and cash equivalents at 30 June, 2020 7 21,662,237 56,546,291

The Financial Statements set out on pages below were signed on behalf of the

Secretary-OSH Head of/Finance Chairmg

CPA, Paul O. Abade

ICPAK Member No0.28999

Name: Dr. Musa Nyandusi

irt
Eng.

ouncil members’ by:

| WSS
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5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE
YEAR ENDED 30 JUNE 2022

Expected Revenue 130,000,000 | 155,100,000 | 117,527,029 | (37,572,971) (24.2%)
Expected Grants 10,645,960 7,500,000 7,500,000 0 100%
Total income 140,645,960 | 162,600,000 | 125,027,029 | (37,572,971) (24.2%)
Expenses

Use of goods and services 100,000,000 | 116,450,000 | 127,478,367 | 11,028,367 9.5%
Boards and conferences 10,000,000 | 14,000,000 | 13,931,944 (68,056) (0.4%)
Depreciation and

amortization expense 12,500,000 0 13,605,386 13,605,386 100%
Repairs and maintenance 4,600,000 11,000,000 | 10,597,104 (402,896) (3.6%)
Purchase of specialized plant

and equipment 13,500,000 | 21,100,000 | 21,040,910 (59,090) (0.3%)
Total Expenditure 140,600,000 | 162,550,000 | 186,653,711 | 24,103,711 14.8%
Surplus for the period 45,960 50,000 (61,626,682) | 61,676,682

Budget notes '
The performance variance is computed as the difference between Actual on comparable basis and

Revised Budget divided by the revised budget into percentage.

Explanation
1. There was a revenue shortfall of 24.2%. Revenue collection target was not realized due to effects

of COVID 19 still being felt among enterprises, with slow recoveries in operations hence fewer

new workplaces being recorded.
2. The organization spent 14.8% above budget. This was mainly attributed amount for Depreciation

of assets was not budgeted for.
3. Cash at bank carried forward from previous period was Kshs. 56,462,291. This was used to

finance the overall budget.

—— [S—
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6. NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION
The Occupational Safety and Health (OSH) Fund is established by and derives its authority and
accountability from Occupational Safety and Health Act, 2007. The entity is wholly owned by the
Government of Kenya and is domiciled in Kenya. The entity’s principal activity is:

» Secure the development and coordination of a sound and effective Occupational Safety

and Health systems.

» Implement effective systems for prevention of occupational accidents and diseases.

> To carry out research on Occupational Safety and Health.

> Develop and disseminate information on Occupational Safety and Health.
Promoting awareness on Occupational Safety and Health among employers, employees and the
general public.

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 areas involving a higher degree of judgment or
complexity, or where assumptions and estimates are significant to the financial statements, are
disclosed in Notes below

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 (include any other applicable legislation), and International Public Sector
Accounting Standards (IPSAS). The accounting policies adopted have been consistently applied to
all the years presented. -



NOTES TO THE FINANCIAL STATEMENTS (Continued)

3 ADOPTION OF NEW AND REVISED STANDARDS (Continued)

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

2021.

‘ pplicable 1°" January 2021:
Improvements a) Amendments to IPSAS 13, to include the appropriate
to IPSAS references 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 deleted when IPSAS 33, First Time Adoption of
Accrual Basis International Public Sector Accounting

Standards (IPSASs) was approved.

¢) 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 for 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.




il

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

June 2022

Standard

Effective date and impact:

IPSAS 41:
Financial
Instruments

Applicable: 1*January 2022:

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 entity’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 flows 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 entity’s risk
management strategies and the accounting treatment for
instruments held as part of the risk management strategy.

IPSAS 42:
Social Benefits

Applicable: 1*'January 2022

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a
reporting entity 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 entity;

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

(c) The impact of such social benefits provided on the entity’s
financial performance, financial position and cash flows.

Amendments
to Other IPSAS
resulting from
IPSAS 41,
Financial

Applicable: 1st January 2022:

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

8



1.

Standard

Effective date and impact:

Instruments

c)

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.

Other
Improvements
to IPSAS

Applicable: 1* January 2021:

e)

g)

h)

Amendments to IPSAS 13, to include the appropriate
references to IPSAS on impairment, in place of the current
references to other international and/or national accounting
frameworks

IPSAS 13, Leases and IPSAS 17, Property, Plant, and
Equipment.

Amendments to remove transitional provisions which should
have been deleted when IPSAS 33, First Time Adoption of
Accrual Basis International Public Sector Accounting
Standards (IPSASs) was approved

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 for revalue assets in the scope of IPSAS 17,
Property, Plant, and Equipment and IPSAS 31, Intangible
Assets.

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

Early adoption of standards

The entity did adopt any new or amended standards in year 2022.




4

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 free 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 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 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.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

a) Revenue recognition (Continued)

ii) Revenue from exchange transactions
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.

b) Budget information

The original budget for FY 2021-2022 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. Accordingly, the entity recorded additional
appropriations on the 2021-2022 budgets following the governing body’s approval.

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.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actual as per the statement of financial
performance has been presented under these financial statements.



NOTES TO THE FINANCIAL STATEMENTS (Continued)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢) 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 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 investments in controlled entities, associates and
interests in joint ventures, when the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

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

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-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.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

¢)

d)

Taxes (Continued)
Deferred tax (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 entity and the same taxation authority.

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

> 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

» 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 measured 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



NOTES TO THE FINANCIAL STATEMENTS (Continued)

4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 recognizes such parts as individual assets with specific useful lives and
depreciates using straight line method with the following rates: Motor Vehicles at 25%,
Furniture and Fittings at 12.5%, Computers at 33.3% and Office Equipment at 12.5%.

N/B. Depreciation is provided for the whole financial year of purchase but not pro-rata.
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.

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 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.

Leases

Finance leases are leases that transfer substantially the entire 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 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 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.

14
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

g

h)

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 expenditure is incurred.

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

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:

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

Its intention to complete and its ability to use or sell the asset
How the asset will generate future economic benefits or service potential

The availability of resources to complete the asset

Y V V 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. 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 Entity determines the classification of its financial assets at initial
recognition.

15



NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

h) Research and development costs (Continued)

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 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.

Impairment of financial 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 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:

The debtors or an entity of debtors are experiencing significant financial difficulty
Default or delinquency in interest or principal payments
The probability that debtors will enter bankruptcy or other financial reorganization

Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

f 4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

b) Financial liabilities

Initial recognition and measurement

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 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.

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:

>
>

Raw materials: purchase cost using the weighted average cost method

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

17



NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

j) 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.

k) 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.

1 ) Contingent liabilities

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.

m) 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)

n) Nature and purpose of reserves

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

0) 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.

p) Employee benefits

Retirement Benefit Plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are postemployment benefit plans under which an entity pays fixed contributions into a
separate entity (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.

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 position reporting date by applying the exchange rate on
that date. Exchange differences arising from the 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.

r) 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 financial

performance.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

f)

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.

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.

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 of the financial year.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
f 4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 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 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. State all judgements, estimates and assumptions made:

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 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:

» The condition of the asset based on the assessment of experts employed by the Entity

» 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

» Availability of funding to replace the asset

» Changes in the market in relation to the asset
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

5

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. |

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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NOTES TO THE FINANCIAL STATEMENTS (Continued

f 1. LICENSES AND PERMITS

TOTAL 29i230i000.00 i i i i i

2. TRANSFERS FROM OTHER GOVERNMENTS

WORKPLACE WORKPLACE
MONTH | REGISTRATION | RENEWAL OTHER REVENUE | TOTAL

Jul-21 | 1,240,000.00 2,675,000.00 3,792,094.00 7,707,094.00
Aug-21 | 2,575,000.00 3,390,000.00 1,277,165.00 7,242,165.00
Sep-21 | 2,870,000.00 5,400,000.00 2,887,374.00 11,157,374.00
Oct-21 | 2,465,000.00 4,595,000.00 1,884,084.00 8,944,084.00
Nov-21 2,725,000.00 5,340,000.00 2,845,170.00 10,910,170.00
Dec-21 | 1,365,000.00 4,665,000.00 1,496,247.00 7,526,247.00
Jan-22 | 2,275,000.00 6,550,000.00 2,193,811.00 11,018,811.00
Feb-22 | 2,375,000.00 5,630,000.00 3,849,846.00 11,854,846.00
Mar-22 | 3,460,000.00 5,795,000.00 2,096,523.00 11,351,523.00
Apr-22 | 2,530,000.00 3,210,000.00 1,180,975.00 6,920,975.00
May-22 | 3,210,000.00 6,060,000.00 3,500,226.00 12,770,226.00
Jun-22 | 2,140,000.00 4,700,000.00 3,283,514.00 10,123,514.00
58,010,000.00 30,287,029.00 117,527,029.00

Unconditional grants

ILO-Grants - 4,245,960
SD Labour-Grants: 3,000,000
July 2021 3,000,000

Dec 2021 3,000,000

June 2022 1,500,000

TOTAL 7,500,000 7,245,960
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NOTES TO THE FINANCIAL STATEMENTS (Continued

3. USE OF GOODS AND SERVICES

459,730

Electricity 864,501

Water 249,710 317,411
Bank charges 57,079 66,275
Advertising 3,956,280 12,348,020
Audit fees - -
Conferences and delegations 15,267,096 4,647,000
Consumables 9,284,650 1,797,025
Transfer of A.I.LA to MLSS 4,909,600 5,868,000
Personal Protective Equipment’s (PPE's) 123,450 2,932,775
Fuel and oil 1,546,500 1,944,260
Medical Supplies 2,994,574 1,182,506
Committee expenses 14,314,900 8,516,000
Daily subsistence allowance 42,492,551 41,600,570
Casuals 957,900 1,402,937
Data Analysis & Report Writing - 50,000
Postage 259,450 9,450
Printing 523,600 3,997,680
Travel cost 9,911,660 2,582,850
Stationery 4,511,000 5,663,700
Entertainment - -
Hire of equipment - -
Training Expenses 14,977,630 1,770,550
Emergencies - 1,000,000
Gas 5,200 -
Communication 271,036 328,100
Consultancy services - 410,000
Total Expenses 127,478,367 99,894,839
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NOTES TO THE FINANCIAL STATEMENTS (Continued

4. BOARD/COUNCIL EXPENSE

1,001,044

763,000

Sitting Allowance

DSA 6,900,900 1,472,600
Travel and Accommodation 6,030,000 155,640
TOTAL 13,931,944 2,391,240

5. DEPRECIATION AND AMORTIZATION EXPENSE

Property, Plant and equipment -

13,605,386

12,755,624

TOTAL

13,605,386

12,755,624

6. REPAIRS AND MAINTENANCE

“Pescription

Buildings and Machinery 8,170,617 2,670,345
Repair of equipment 349,700 1,120,430
Motor Vehicles 2,076,787 830,987
TOTAL 10,597,104 4,621,762

7. CASH AND CASH EQUIVALENTS

Current account

21,662,237

56,546,291

Total Cash And Cash Equivalents

21,662,237

56,546,291

8. RECEIVABLES FROM NON-EXCHANGE CONTRACTS

Current receivables

Outstanding Imprests - 774,601
Repairs recoverable from SDL 2019/2020 F/Y - 189,999
TOTAL - 964,600

25



NOTES TO THE FINANCIAL STATEMENTS (Continued
9. PROPERTY, PLANT AND EQUIPMENT

Cost

KShs

KShs

KShs

KShs KShs
At Luly 2017 11,850,000 | 591,100 | 1,818,500 | 2,403,000 | 16,662,600
Additions 3,078,000 | 873,000 | 1,192,500 - 5,143,500
Disposals = - : = -
Transfers/adjustments - . - - -
At 30th June 2018 14,928,000 | 1,464,100 | 3,011,000 | 2,403,000 | 21,806,100
Additions 2,818,400 2,818,400
Disposals = - - - =
Transfer/adjustments - - - - -
At 30th June 2019 14,928,000 | 1,464,100 5,829,400 | 2,403,000 24,624,500
Additions 732,199 6,937,131 839,000 8,108,330
Disposals
Transfer/adjustments - - 3,571,000 8 3,571,000
At 30th June 2020 14,928,000 | 2,196,299 | 15,937,531 | 3,242,000 36,303,830
Additions - | 3,798,500 6,567,050 | 2,999,990 13,365,540
Disposals
Transfer/adjustments
At 30th June 2021 14,928,000 | 5,994,799 | 22,504,581 | 6,241,990 | 49,669,370
Additions 5,840,000 | 5,097,500 2,996,510 | 7,106,900 21,040,910
Disposals - 2 - - -
Transfer/Adjustments B - - - -
At 30" June 2022 20,768,000 | 11,092,299 | 25,501,091 | 13,348,890 70,710,280
Depreciation and
impairment
At 1July 2017 740,625 9,236 165,318 37,547 952,726
Depreciation 933,000 22,877 273,727 37,547 1,267,151
Impairment - - - - -
Transfer/adjustment = . . - -
At30 June 2018 1,673,625 32,113 439,045 75,094 2,219,877
Depreciation 3,732,000 183,013 1,941,190 300,375 6,156,578
Transfer/adjustment
At 30th June 2019 5,405,625 215,125 2,380,235 375,469 8,376,454
Depreciation 3,732,000 | 183,013 | 3,130,333 300,375 7,345,721

Impairment
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o Kshs Kshs Kshs Kshs Kshs Kshs
Transfer/adjustment
At 30th June 2020 9,137,625 398,138 | 5,510,568 675,844 | 15,722,174
Depreciation 3,732,000 749,350 | 7,494,025 780,249 | 12,755,624
Impairment
Transfer/adjustment
At 30th June 2021 12,869,625 | 1,147,487 | 13,004,594 | 1,456,093 | 28,477,799
Depreciation 2,058,375 | 1,386,537 | 8,491,863 | 1,668,611 | 13,605,386
Impairment
Transfer/Adjustment
At 30" June 2022 14,928,000 | 2,534,024 | 21,496,457 | 3,124,704 | 42,083,185
Net book values
At 30" June 2022 5,840,000 | 1,386,537 | 8,491,863 | 1,668,611 16,524,254
At 30th June 2021 2,058,375 | 4,847,312 | 9,499,987 | 4,785,898 | 21,191,571
At 30th June 2020 5,790,375 | 1,798,162 | 10,426,963 | 2,566,156 20,581,656
At 30th June 2019 9,522,375 | 1,248,975 | 3,449,165 | 2,027,531 16,248,046
At 30th June20]8 13,254,375 | 1,431,988 | 2,571,955| 2,327,906 19,586,223

[Include brief description of
WIP as a footer]

N/B.

1. Depreciation for this year has been computed as:
Depreciation=Rate *Cost of PPE
2. Depreciation is provided for the whole financial year of purchase but not pro-rata.
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NOTES TO THE FINANCIAL STATEMENTS (Continued

10. TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

Audit fee(Accrued f/y

2018/2019/2020/2021) 300,000 225,000
Trade payables - 5,200
Retention (Down line Co. Ltd) 381,213 381,213
TOTAL 681,213 611,413

11. CASH GENERATED FROM OPERATIONS

Surplus for the year before tax (40,585,772) (14,091,076)

Adjusted for:

Depreciation 13,605,386 12,755,624
Working Capital adjustments

Increase in receivables (150,000) (75,000)
Decrease in payables 69,800 80,200
Net cash flow from operating activities (27,060,586) (1,330,252)
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NOTES TO THE FINANCIAL STATEMENTS (Continue)

12. TRIAL BALANCE

DETAILS DR CR
Licenses and permits 117,527,029
Transfer from other governments-grants 7,500,000
Revenue from non-exchange Trans.

Initial capital F/y 2010/2011(Fund balance) 7,000,000
Trade and other payables 681,213
Accumulated Reserve 71,091,050
use of goods and services 127,478,367
Boards/Council expenses 13,931,944

Depreciation 13,605,386

Repairs and maintenance 10,597,104

Cash and cash equivalents 21,662,237

Receivables from non-exchange transactions 0

property plant and Equipment 16,524,254

Totals 203,799,292 | 203,799,292
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13. FINANCIAL RISK MANAGEMENT
The entity’s activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign currency. The entity’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
entity does not hedge any risks and has in place policies to ensure that credit is only extended to
customers with an established credit history.

The entity’s financial risk management objectives and policies are detailed below:

(i) Credit Risk

(i)

The entity 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 financial investments.

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

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

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 entity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts. The entity has significant
concentration of credit risk on amounts due from OSH Fund.

The board of directors sets the entity’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

Liquidity Risk Management

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

The table below represents cash flows payable by the entity 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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NOTES TO THE FINANCIAL STATEMENTS (Continued)
13. FINANCIAL RISK MANAGEMENT (Continued)
(iii) Market Risk

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on an on going 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 entity’s income or the value of its holding of
financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising the return. Overall
responsibility for managing market risk rests with the Audit and Risk Management Committee.

The entity’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 entity’s exposure to market risks or the manner in which it
manages and measures the risk.

a) Foreign Currency Risk

The entity 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.

The carrying amount of the entity’s foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

The entity 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.

Foreign Currency Sensitivity Analysis
The following table demonstrates the effect on the entity’s statement of comprehensive
income on applying the sensitivity for a reasonable possible change in the exchange rate of

the three main transaction currencies, with all other variables held constant. The reverse
would also occur if the Kenya Shilling appreciated with all other variables held constant
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
13 FINANCIAL RISK MANAGEMENT (Continued)

(iii) Market risk continued

b) Interest Rate Risk

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

Sensitivity analysis

The entity analyses 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 has been performed on
the same basis as the prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by
one percentage point as a decrease/increase. A rate increase/decrease of 5% would result
in a decrease/increase in profit before tax of

Fair value of financial assets and liabilities

a) Financial instruments measured at fair value

Determination of fair value and fair values hierarchy

IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to
those valuation techniques are observable or unobservable. Observable inputs reflect
market data obtained from independent sources; unobservable inputs reflect the entity’s
market assumptions. These two types of inputs have created the following fair value
hierarchy:

e Level 1 — Quoted prices (unadjusted) in active markets for identical assets or
liabilities. This level includes listed equity securities and debt instruments on
exchanges.

e Level 2 — Inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived
from prices).

e Level 3 — inputs for the asset or liability that are not based on observable market data
(unobservable inputs). This level includes equity investments and debt instruments
with significant unobservable components. This hierarchy requires the use of
observable market data when available. The entity considers relevant and observable
market prices in its valuations where possible.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
|‘ 13 FINANCIAL RISK MANAGEMENT (Continued)
(iii) Market Risk continued
Fair value of financial assets and liabilities (Continued)
a) Financial instruments not measured at fair value(Continued)

Disclosures of fair values of financial instruments not measured at fair value have not been
made because the carrying amounts are a reasonable approximation of their fair values.

iv) Capital Risk Management

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

14 RELATED PARTY BALANCES

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 entity, holding 100% of the entity’s
equity interest. The Government of Kenya has provided full guarantees to all long-term lenders of
the entity, both domestic and external. Other related parties include:

i) The National Government;
i) The Parent Ministry;



NOTES TO THE FINANCIAL STATEMENTS (Continued)

15

16

17

18

SEGMENT INFORMATION
EVENTS AFTER THE REPORTING PERIOD
There were no material adjusting and non- adjusting events after the reporting period.

ULTIMATE AND HOLDING ENTITY

The entity is a Department under the Ministry of Labour. Its ultimate parent is the Government of
Kenya.

Currency

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

i were provided to the auditor.

CFOand

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

| Irregular transfer | Historical since Secretary Wesalied i
of ALA inception of DOSH. OSH
Unconfirmed e be.pl.cked U e Secretary
2. : the Ministry of labour Resolved -
Motor Vehicles OSH
] headquarters.
; ‘ Registration
3 Register of work | Is in the process of Of Work- Not Resolved | 2022
places Automation. .
place Section.
52 l:?rosv:rrlzd lo'be picked upwith Secreta
4. b the Ministry of labour 24 Resolved -
] Maintenance OSH
. headquarters.
Expenditure
Long This was to be
| Outstanding resolved in the Secretary
e Reconciling financial year 2020- OSH Resplyed
Items 2021. '

Secretary OSH
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