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REPORT OF THE CONTROLLER AND AUDITOR GENERAL ON THE
FINANCIAL STATEMENTS OF GILGIL TELECOMS INDUSTRIES LIMITED
FOR THE YEAR ENDED 30 JUNE 2005

The financial statements of Gilgil Telecoms Industries Limited set out on pages
7 to 27, which comprise the balance sheet at 30 June 2005, and the income
statement, statement of changes in equity and cash flow statement for the year
then ended, and a summary of significant accounting policies and other
explanatory notes have been audited on my behalf by PKF Kenya, auditors
appointed under Section 39 of the Public Audit Act, 2003. The auditors have
duly reported to me the results of the audit and on the basis of their report, | am
satisfied that all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit were
obtained.

Directors’ responsibilities for the financial statements

The directors are responsible for the preparation of financial statements which
give a true and fair view of the Company’s state of affairs and its operating
results in accordance with the International Financial Reporting Standards. This
responsibility includes: designing, irplementing and maintaining internal
controls relevant to the preparation anu fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances. '

Responsibilities of the Controller and Auditor General

My responsibility is to express an independent opinion on the financial
statements based on the audit. The audit was conducted in accordance with
the International Standards on Auditing. Those standards require compliance
with ethical requirements and that the audit be planned and performed with a
view to obtaining reasonable assurance that the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal controls
relevant to the entity's preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
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circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal controls. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial statements. | believe the
audit provides a reasonable basis for my opinion.

1. Financial Performance

The company has continued to incur significant losses over the years with the
company incurring a net loss of Kshs.124 million in the current year (2004-
Kshs.155 million) while the balance sheet reflects a negative working capital of
Kshs.976 million as at 30 June 2005. The company’s operation as a going
concern is therefore, dependent upon the financial support from its creditors,
bankers and the parent company.

2. Non current assets

The non-current assets figure of Kshs.336 million as at 30 June 2005 includes a
piece of land valued at Kshs.9,400,000 on which senior staff housing, factory
complex and administration block stand. However, the company does not hold
titte deed to the land. Further, the company has, in its possession 21 motor
vehicles out of which only 8 are registered in the name of the company while
the rest have remained registered in the name of the defunct Kenya Posts and
Telecommunications Corporation. - This situation is indicative of significant
impairment of the value of the company’s property and vehicles. Under the
circumstances, | am unable to confirm the ownership of the land and the 13
motor vehicles or to quantify the overall impairment of the value of the
company’s assets as stated in the financial statements.

Opinion

Except for the effect of any adjustments that may be necessary to the
Company’s financial statements as a result of the matters referred to in the
preceding paragraphs, in my opinion, proper books of account have been kept
and accompanying financial statements give a true and fair view of the state of
the financial affairs of the company as at 30 June 2005 and of its loss and cash
flows for the year then ended, and comply with the Companies Act (Cap. 486 of
the Laws of Kenya)

MM
P. N. KOMORA
CONTROLLER AND AUDITOR GENERAL

Nairobi

27 September 2007
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™ Gilgil Telecoms Industries Itd Annual Accounts As
At 30th June 2005

DIRECTORS REPORT
The directors have the pleasure in submitting this report together with the un-audited financial I
statements for the year ended 30th June 2005.
Introduction |
Gilgil Telecoms Industries Limited (GTI) is a wholly owned subsidiary of Telkom Kenya limited |
(TKL). GTI is registered under the Companies Act CAP 486 of the laws of Kenya. {
Principle Activities |‘

The Company transacts in the business of Manufacturing and Assembling of Telecommunication
and Allied products. ‘

Results

The results for the financial year ending 30th June 2005 are as set out in pages 7 to 18.

Dividends
The directors do not recommend payment of any dividend

Transfer To Reserves

The profit attributable to shareholders amounted to negative 124Million, has been transferred to
general reserves

Directors

The names of the directors, officers and administration who served since 1st July 2004 are set out
on page 5. The following directors retired within the financial year

(i) Eng. J.N Waweru

(i1) PS G K Ikiara

(iii) Mrs. C Kimura

(iv) Mr. A.K Apungu

BY ORDER OF THE BOARD

Director.. ... @«‘
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At 30th June 2005

GILGIL TELECOMS INDUSTRIES
STATEMENT OF DIRECTORS RESPONSIBILITIES

The Companies Act requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the Company as at the end of each
financial year and of its operating results for that year. It also requires the Directors to ensure that
the Company keeps proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the company. They are also responsible for safeguarding the assets
of the Company.

The directors accept responsibility for the annual financial statements which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and
estimates, in conformity with generally accepted accounting practice and the requirements of the
Companies Act .The directors are of the opinion that the financial statements give a true and fair
view of the state of the Company and of its operating results.

The directors further accept responsibility for the maintenance of accounting records which may be
relied upon in the preparation of financial statements, as well as adequate systems of internal
financial control.

-

Nothing has come to the attention of the directors to indicate that the Company will not
remain a going concern for at least the next twelve months from the date of these statements.

......................
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DIRECTORS, OFFICERS AND ADMINISTRATION

Sammy K. Kirui Chairman

P.S Eng. James Rege Member (Alternate S.O. Helu)
Mrs. Esther Koimet Member (Mr. Mwaura)

Mr. D Kamau Member

Mr. A P Onyango (Acting General Manager)

SECRETARY
P.B. Jilani

AUDITORS

Controller And Auditor General
Kenya National Audit
Aniversary Towers

University Way

P.O. Box 30084

NAIROBI

REGISTERLD OFFICE & PRINCIPAL PLACE OF BUSINESE
Gilgil Telecoms Industries

Nakuru-Nairobi Old Road

P.O. Box 250-20116

GILGIL

BANKERS

Kenya Commercial Bank Limited
Gilgl Branch

P.O. Box 190-20116

GILGIL

ADVOCATES
The company seeks and obtains advice from various advocates depending on the nature of

professional services required
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Gilgil Telecoms industries Itd Annual Accounts As
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FINANCIAL HIGHLIGHTS

TURNOVER

The Company's operations showed some improvements during this financial year registering a
turnover of Kshs. 26Million as compared to Kshs. 24Million for the year 2003/2004.

EXPENDITURE

Despite the increase in sales (turnover) the Company managed to contain the total expenditure at
almost the same level as last financial year of Kshs.132Million.

NET RESULTS
The Company's net operating result for the period registered an improvement from negative

Kshs.155M in the previous financial year to negative Kshs.124M an improvement of 20% due to
some increased activities during the year, particularly in metal and pole plant factories.

The table below highlights this scenario.

Actual Variance
2003/2004 2004/2005 Kshs. M %
Turnover 24 26 2 8.3
Expenditure 132 132 0 -
Net Profit/(Loss) (155) (124) 3D 20.0
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Gilgil Telecoms Industries Itd Annual Accounts As
At 30th June 2005

MANUFACTURING PROFIT AND LOSS ACCOUNT
FOR THE PERIOD ENDING 30 JUNE 2005

Notes Jun-2005 Jun-2004
Kshs Million Kshs. Million

Turnover 2.1.1 26 24
Cost of goods sold 2.14 (63) (79)
Gross profit/(Loss) from operations @7 (53)
Administration Expenses 2.2.1 (69) (85)
Operational Expenses Ll €F2) (11)
Miscellenous Expenses 2l 9 %)
(90) (105)
Profit/(Loss) before exceptional item (127) (158)
Exceptional [tem
Profit/(Loss) After Exceptional Item (127) (158)
Other Income 2.1.2 3 3
Net Profit/(Loss) before tax (124) (155)
Taxation
Net Profit/(Loss) (124) (155)

The company profit and loss account is to be read in conjunction with the notes to and forming
part of the financial statements set out on pages 13 to 27.
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