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1

KEY ENTITY INFORMATION AND MANAGEMENT

a) Background Information

The State Department for Industrialization has been established under the Executive Order No. I of

=~ ——Tune 2018 (Revised'in August 2018) which has placed it under the Ministry of Industry, Trade and

Cooperatives, with fifteen (15) State Corporations; one (1) training Institution; and two (2) Tribunals.

- The mandate includes:

1v.

Vi.
Vil.
Viii.

1X.

Xi.

X1ii.
X1v.
_x%
A XVi.
XVil.

XViii.

1l

1i.

 Promotion and development of the Cottage Industry;

Industrial Policy and Planning;

SME Policy;

SME Financing Policy;

SME/Biashara Financing Policy;

Buy Kenya Build Kenya Policy and Strategy;

To promote Standardization in Industry and Quality Control;
Promotion and Development of Micro and Small Enterprises; B
To Promote and facilitate Domestic and F oreiér-lmlh\;estment.s; - o
Promotion and Oversight of the Development of Special Economic Zones and Industrial
Parks;

Kenya Property Rights Policy (Patents, Trade Marks, Service Marks, and Innovations);
Promotion of value Addition and Agro-Processing;

Textile Sector Development;

Leather Sector Development;

Business Innovation and Incubation;

Oversight and regulation of Scrap Metal Industry
Promotion and Development of Medium Business Enterprises;

2

Industrial Training and Capacity Development.

i1
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AUTONOMOUS AND SEMI-AUTONOMOUS GOVERNMENT AGENCIES
The subsector has fifteen (15) autonomous and semi-autonomous agencies. The Agencies undertake

various functions and mandates to support investment and industria] development in the country.

1. East African Portland Cement Company (EAPCC)
. Industrial and Commercial Development Corporation (ICDC)
i.  Kenya Bureau of Standards (KEBS
iv.  IDB Capital Limited
The Semi-Autonomous Government Agencies includes:
v.  Kenya National Accreditation Services (KENAS)
vi.  Kenya Industrial Estates (KIE)
vil.  Kenya Industrial Property Institute (KIPD)
viii.  Kenya Industrial Research and Development Institute (KIRDI)
iX.  Numerical Machining Complex (NMC)
X.  Micro and Small Enterprises Authority (MSEA)
Xl Export Processing Zones. Authority (EPZA) — - = o ' R
xii.  Kenya Leather Development Council (KLDC)
xili.  Kenya Investment Authority
Xiv.  Special Economic Zones Authority

Xv.  Scrap Metal Counci] (SMC).

accelerate economic growth, create jobs and reduce poverty.

Reports and F Inancial Statements

At the Cabinet leve] the Ministry is represented by a Cabinet Secretary who is responsible for the

general policy formulation and provides strategic direction.

v






MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
State Department for Industrialization

Reports and Financial Statements

For the year ended June 30,2019

Vision
Globally competitive and sustainable industrial sector
Mission
To create an enabling environment for a globally competitive and sustainable industria] sector
Strategic Objectives:
The State Department focuses on the following strategic objectives to achieve its goals as outlined in
the Kenya Vision 2030, Second Medium Term Plan II (2013-2017) and Kenya Industrial
Transformation Programme and the Big Four Agenda. |

1. To Increase manufacturing, sector contribution to GDP

ii.  To improve product competitiveness and business environment

ii.  To attract local and foreign direct investments

nit ST — . . S, VR o m s P ——

1v. . To generate Employment cppor
v. . To mobilize resources for Industrial-Development e : e e

vi.  To develop capacity for service delivery.

(b) Principal Activities
The principal activity/mission of the State Department is to create an enabling environment for a

globally competitive, sustainable Industrial and Enterprise sector through appropriate policy, legal

and regulatory framework.

o) RS __..(c) Key_Management Soa e o e SRR S e L . B L ———

The State Department’s day —to-day management is under the following key organs:
State Department for Industrialization include:

1. Directorate of Agro - industries;
ii.  Directorate of Chemical and Mineral Industries;

ii.  Directorate of County Industrial Support;
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iv.  Directorate of Engineering and Construction industries;

v.  Directorate of Enterprise Development;

vi.  Directorate of Manufacturing and Industrialization Policy;

vil.  Directorate of Private Sector Development and Business Environment;

== Viii. - - Directorate of’Research'and'DevelOpment; S

ix.  Kenya Industrial Training Institute; and

X.  Administration and Support Services.

(d) Fiduciary Management

The key management personnel who held office during the Financial Year ended 30th June, 2019 and

who had direct fiduciary responsibility were: -

S/No. Designation Name

o

Principal Secretary, State Department of
Culture

. Cabinet Secretary, Ministry Sports, Culture ) Hon feter G. Munya

| Dr. Francis O. Owino, PHD

| Mr— Alex ole Nkoyo

Director Agro — industries

5. Director Private Sector Development and
Business Environment

Director of Manufacturing &
Industrialization Policy

Director Kenya Industrial Training Institute

_|.8. | Director Human Resource and Development

9. Senior Chief Finance Officer

10. | Assistant Accountat General

|-Ms-JudyNjeru =~ ———— _

Mr. Hezekiah Okeyo

Mr. Stephen Odua

Mr. Charles Mahinda

Ms. Peris Adema

Mr. Momata Gichana

Margaret Nyaywera

Vi
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I.

KEY ENTITY INFORMATION AND MANAGEMENT

L

Audit and Finance Committee Activities (continued)

Reviewing and monitoring the external auditor’s independence and objectivity, taking into

. consideration relevant professional and regulatory requirements. In fulfilling its-duties, the

committee reviews with the external auditors, the scope of their audit plan, system of
internal audit reports, assistance given by management and its staff to the auditors and any
findings and actions to be taken.

Reviewing any related party transactions that may arise within the entity.

Reviewing communication between external auditors and management including
responses on audit queries on the annual financial statement raised by the Auditor General.

Following up on recommendations of the Parliamentary Accounts Committee (PAC).

Attendance of the Audit and Finance Committee members

The following shows the number of finance and audit committee meetings held during the

year and the attendance of individual members.

NO. TNAME POSITION  |25/02/19 | 20/5/19 | Total attondance
1 Mr. Stephen K. Mbuko Chairperson ¥ v 2
2. Ms. Jane W. Muthaura Member v v 2
3. Ms. Rose M. Nyamweya Member v v 2
4. Mr. Simon S. Nabosu Member v v 2
5 Prof. Daniel K. Tarus Member X X 0
6. Ms. Lucy Kabaya Member v v 2

ii. Budget Committee Activities

This is the committee charged with the responsibility of implementation of the state department’s
budget and its prudent management. The duties of the committee include:

e To review and consider the cash flow plans

e Toreview the utilization of the cash limits and consider any changes as may be
required;

xii
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e Toreview the utilization of the donor funds voted for the State Department.

° To advice the accounting officer on the challenges related to the budget implementatio
o Toreview and recommend the reallocation of payments
°  Toreview and approve the submission of the payment returns, payroll IPPDs, pending
_ bills and A-I-A returns for the State Department and recommend actions to be taken
L ©om e To participate in sector working groups N | -

e To review budgets, supplementary estimates and performance of budget against actual
for the State Department in consultation with the Heads of Department.

Attendance of the budget committee members

The following shows the number of budget committee meetings held during the year and the

attendance of individual members

NO. | NAME POSITION 28/11/18 30/5/19 Total attendance
1 Alex Ole Nkoyo Chairperson v v |2
2. Momata Gichana Member v Vo2
3. Hezekiah Okeyo Member v v ]2
4, Nancy Muya Member 2 v o2
1.5 | Julius Njoroge .. Member— Ve VT2
6. Anthony Mugane Member v vol2
7. Peris Ademi Member v Vo2

Xiil
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(a) Entity Headquarters

P.O.Box 30418-00100
NSSF Building, Block A
Bishops Road, Capital Hill
Nairobi, KENYA.

(a) Entlty C ontacts

Telephone: 020-2731531-9

E-mail: ps@industrialization.go.ke;
ps.moied@gmail.com

Website: www.industrization.go.ke

(b) Entity Bankers

1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

(¢) Independent Auditors

= Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

(d) Principal Legal Adviser

The Attorney General
State Law Office

" Harambee Avenue
P.O.Box 40112
City Square 00200
Nairobi, Kenya

X1v
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II. FORWARD BY THE CABINET SECRETARY

BUDGET ALLOCATION

In the financial year 2018/19 the State Department for Industralization had a gross budget of Kshs.
6,620,013,830 which was made up of Kshs. 3,317,013,830 and Kshs. 2,993,973,897.1 for recurrent

and development budget respectively.
The State Department was to expend the gross budget of Kshs. 6,620,013,830 under the following

three programmes:

i T e q

ili

i c
30th June 2019 30th June 2019 30th June 2019
Kshs Kshs Kshs Kshs Kshs

General Administration planning and

Support services 1,216,768,260 - 1,216,768,260 903,357,246 313,411,014
Industrial Development and Investments 3,345,988,346 3,345,988,346 2,936,673,040 409,315,306
Standards and Business Incubation 2,057,257,224 - 2,057,257,224 1,773,914,566 283,342,658
TOTAL 6,620,013,830 - 6,620,013,830 5,613,944,852 1,006,068,978

| Industrial Development
and Investments
51%
\

General A

planning and Support
services

18%

BUDGET ALLOCATION BY PROGRAMMIES

XV
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COMMENTARY BY THE CABINET SECRETARY (CONTINUED)

Budget Utilisation (Payments)

The State Department spent Kshs. 5,610,915,675 against an approved budget of Kshs. 6,620,013,830
representing absorption of 85%. Utilisation of the budget was carried out through various activities

(economic classifications) as shown in the chart be

Compensation of Employees 434,700,000 441,612,844 6,912,844
Use of goods and services 1,193,396,984 847,964,287 345,432,697
" |Transfers to Other Government Units 4,798,472,000 4,164,881,665 633,590,335
Social Security Benefits 5,900,000 5,900,000 -
Acquisition of Assets 187,544,846 153,586,055 33,958,791
Total Payments 6,620,013,830 5,613,944,851 1,006,068,979

Budget Utilisation as Per Economic ltems

3%

0%

\—Use of goods and

services
C15%

Acquisition of Assets

Social Security Benefits

It is noted that 8% of the State Department’s budget was utilized on compensation of employees
while 15% was utilized on goods and services. Transfer to other Government Units and acquisition of
assets accounted for 74% and 3% respectively whereas other grants & transfers and social security

benefits for only 0% and 0% respectively.

XVi
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COMMENTARY BY THE CABINET SECRETARY (CONTINUED)

Key Performance Highlights (Continued)

The Government agenda for industrialization has been advanced through relevant industrial Flagship
programmes in the Kenya Vision 2030, Third Medium Term Plan and the Industrialization Road map.
In addition, brings on board emerging economic and social objectives of the Jubilee Government
outlined in the “BIG FOUR?” DEVELOPMENT AGENDA where Manufacturing is.one of the key

- pillars of delivery and arguably the most important for job creation because of its strong forward and

backward linkages with other sectors in the economy..

The manufacturing pillar seeks to raise the share of the sector contribution to 15 percent of GDP by
supporting value addition to accelerate economic growth, create jobs and reduce poverty. The main
areas of interest are agro—processing, textiles and apparels, leather processing, foot wear, iron and
steel and machinery, furniture and wood, ICT/electronics assembly, auto assembly, construction,
pharmaceutical, oil and gas among others.

To ensure that the objective of expanding the sector’s contribution to economic growth is realized,
there is need to focus on the following key result areas; acquisition of appropriate skills, providing tax
Incentives, cutting down electricity costs and bringing down cost of raw materials.

However, the manufacturing sector has consistently been allocated an average of 1.4 % share of the
overall budget despite the expanded mandate of delivering on the manufacturing pillar of the Big
Four agenda. The implication of this kind of scenario is the continued decline in the contribution of
- manufacturing to GDP. The sector’s coniribution to GDP Gver the last five years has been on a
downward trend. In 2013, the sector contributed 10.7 % to GDP but this has declined progressively to

S 3 8.7 7 11: 11 AR, S

To support the textiles sector, the Government seeks to revitalize and develop cotton production
using hybrids and BT which have 3 times production yield compared to present conventional
varieties, buy domestically grown cotton, improve governance in the import rules for textile products
to cushion local producers as well as give incentives to investors to build modern ginneries and textile
manufacturing plants. Further, the Government will train 50,000 youths and women to be involved in
this sector and establish 5 million square feet of industrial sheds. Successful implementation of these
measures is expected to increase revenue from textile industry from USD 350 million to USD 2
billion, create 500,000 cotton jobs and 100,000 new apparel jobs by 2022.

In-addition to theabove heasires, the Government Wwill continue to develop the required industrial
infrastructure such as Export Processing Zones (EPZs), modernization of machinery at Rivatex E.A
Ltd, development of Special Economic Zones (SEZs) and SME Parks across the country.

Kenya has a huge untapped potential in the leather industry. To support the growth of the leather
industry in the country, the Government will ensure that all hides and skins are fully processed
locally, train personnel and set up 6,000 cottage industries (cobblers), complete Leather Industrial
Park at Kinanie and support expansion of existing tanneries through incentives and access to finance.
To cushion local manufacturers, the Government will review import rules for finished leather
products with the aim of creating wider market access. This initiative is targeted at creating 50,000
new jobs, make 20 million shoes and increase export revenue by USD 500 million by 2022.
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To promote growth of the agro-processing sector, the Government will support value addition to

agricultural produce across the value chain. This will involve processing tea, coffee, meat, sugar,

dairy, fruits and vegetables locally in order to obtain more value (Ksh. 535 billion to the GDP) and

create an additional 200,000 jobs and wealth for Kenyans. In addition, the Government targets to

more than triple the amount of processed agricultural exports worth Ksh. 3 billion and support 1000

food processing SMEs by 2022. _—
The Special Economic Zones will contribute towards the transformation of the country’s economic
base in order to realize a higher and sustained growth, employment creation and poverty reduction.
SEZs/IPs will provide carefully master-planned integrated industrial parks with developed
infrastructural facilities to attract Foreign & Domestic Direct Investments.

Micro, Small and Medium enterprises play a strategic role in contributing to GDP, employment &
wealth creation and poverty reduction. The objective is to incubate MSMEs for job and wealth
creation. It is expected to generate 1 million direct jobs and contribute Ksh. 212 billion to GDP by
2022.

Provision of affordable medium to long-term finance to SMEs in the manufacturing sector is critical
to facilitate their survival and growth. This will involve supporting indigenous entrepreneurs to
promote rural industrialization and facilitate graduation of MSMEs to large enterprises. Limited
provision of affordable financing is one of the challenges faced by SMEs in the country; and is one of
the priorities of The Jubilee Government Manifesto, MTP III and Vision 2030 is providing credit to

—

the SMESs sector to realize its potential.
= The SMES will-in-addition to being provided with affordable source of finance through this project,

they will also be provided with incubation facilities, capacity building through Business Development
Services and linkages to the market, source of raw materials and machinery.

To enhance the export of our manufactured products, the Government is implementing an elaborate
marketing strategy to diversify our export markets including penetrating new markets. This will be
alongside exploiting the markets available under Common Market for Eastern and Southern Africa
(COMESA), East African Community (EAC) and the tripartite arrangements.

The Vision 2030 identified research, technology and innovation as a key sector to strengthening the
SMEs production, productivity and innovation to increase the country’s competitiveness. The

- ——-—completion- of the-Industrial laboratories will provide state of the art facilities Tor incubating and

standards development for SMEs products, value addition in agricultural products, and innovations
on industrial machinery and parts.

Iron and steel is the foundation of industrial development as the products from this industry are
widely used in all sectors of the economy including the construction industry and infrastructural
projects. Development of an integrated iron and steel mill to produce high grade steel for import
substitution and commence commercial mining of locally available iron ore, coal & limestone and
also attract high value manufacturing industries like automotive industry.
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The Numerical Machining Complex (NMC) will promote the manufacture of steel products,
industrial spare parts, machinery and equipment for use in several sectors of the economy through
value addition and product development.

The development of key areas is anchored on the following strategies:

1.

il.
i11.
1v.

vi.
Vil.
Viil.
1X.
X.

Undertake the value chain approach, diagnose the challenges and work with stakeholders to

propose policy intervention which includes incentives and legal framework.

Intensify investment promotion

Addressing the enablers including improved business environment advocacy

Negotiate for market access for manufactured products

Promotion of local consumption of locally manufactured goods through initiative such as Buy
Kenya Build Kenya policy

Working with stakeholders to promote skills development for the manufacturing sector
Develop industrial infrastructure such as Export Processing Zones (EPZs), Special Economic
Zones (SEZs) and industrial parks

Improving access to finance for Industrial development

Partnering with stakeholders on documentation of minerals potential for value addition.

Working with County governments for synergy and an enabling environment for industrial
growth.

The manufacturing sector is greatly affected by the existence of sub-standards goods and counterfeit
goods at the market. The Anti-Counterfeit Authority (ACA) requests other Agencies for a stronger
collaboration for effective enforcement throughout all the border points by strengthening the Border
Control and Coordination Committees. In addition, more funding is required from the National
Treasury to equip and strengthen ACA.

~ In order to realize these objectives and expand manufacturing sector, the Government will create an
enabling environment by implementing various initiatives including: cut the cost of off-peak power to
heavy industry by half; review work permit regime and encourage expatriates whose skills support the
manufacturing sector; expand infrastructure and land access; enhance of access to quality inputs and

markets; protect local manufacturers from counterfeits goods, and enhance affordable medium and
long term financing to SMEs.

The State Department have experienced several budgetary cuts which has inhibited full
implementation of Projects such as industrial sheds being developed by EPZA for the textile industry;
Leather Park by KLDC; and Industrial Technology Centre of Excellence being developed at South

(®
(i)

(iii)
@iv)

)

‘B’ by KIRDI. The State department require support for:

Putting in place structures and implementation of the merger of ICDC, IDB Capital, and
Tourism development Fund into Kenya Development Bank;

Establishing structures and implementation of the merger of the Youth, Women, Uwezo fund
and MSEA being merged into Biashara Fund;

Technical assistance in implementing the policies, programs and strategies;

Budgetary support in finalizing ongoing infrastructural projects and equipping of the same;
and

Aligning, coordinating and harmonizing activities for all the 15 State Corporations for
creation of synergies for the realization of the BIG FOUR Agenda.
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PROJECTS ACHIEVEMENT STATUS FOR FY 2018/19

PROJECT 1: Industrial Research Laboratories in KIRDI-Kisumu

Location: Kisumu, Kibos Road

The project entails the construction and equipping of industrial research laboratories at KIRDI

Kisumu. The Laboratories will be utilized to develop and transfer technologies for value addition to

Manufacturing MSMEs, thus contribute to increasing manufacturing contribution to. GDP as

envisaged in the Big Four Agenda.

Construction of Five (5) blocks which consists of administration and analytical laboratory block,
Leather, Food, Natural products and Energy is complete. The Leather laboratory has been equipped
and the food laboratory block is 50% equipped. The amount of money required to equip the

remaining laboratories is Kshs. 590 Million.

PROJECT 2: Industrial Research Laboratories in KIRDI, Nairobi South B
Location: Nairobi, South B '
The project entails the construction of state of the art industrial research facilities that will support

stimulation of start-ups, growth and development of industries in Kenya by developing and

transferring value addition technologies to MSMEs. This will contribute to increasing the

manufacturing sector share to GDP as envisaged in the Big Four Agenda. The building will house ten ——

v

(10) laboratories, namely: Food (Advanced food and food technology, microbiology and )

 biotechnology), Energy (green energy), Textile, Chemical Engineering (Nanotechnology), ICT,

Leather (Leather goods and footwear, CAD/CAM), Environment, Mechanical Engineering
(Bioengineering, CAD/CAM and 3D printing), Electrical and Electronics (Robotics), Ceramics and
Building materials (Advanced materials science). The building will also have facilities for MSMEs
incubation and common manufacturing services.

Construction of the building stands at 63.5% complete. There has been minimal activities at the

project site for the last 3 years due to funding challenges. The total amount spent to date is Kshs 2.4

“Billion and the amourit required to complete the construction is Kshs. 3.1 Billion. The Amount

required to equip the laboratories is Kshs 3.5 Billion of which KIRDI will be able to raise internally
50% of the budget from income from the South B building in a period of five years for equipping.
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PROJECT 3: Kenya Leather Park
Location: Kinanie, Machakos

The project is to propel Kenya towards becoming regional leather and leather products manufacturing
hub, which leads to wealth creation and employment for Kenyans. The projéct involves developing
diverse collection of leather, leather products and related manufacturing industries. The park should
also offer efficient support and logistical service to ensure local leather products manufacturing is
internationally competitive.

Leather Industrial Park in Kenanie, Machakos County is being re-designed after being affected by
heavy rains in 2018 when 60% of the land rendered unsuitable. Master plan for the remaining 40%
(200 acres) has been initiated and shared with the Department of Public Works for review.

xxii
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PROJECT 4: Ease of Doing Business
‘ Location: Nairobi

The main aim of the project is to improve the business environment so as to achieve the benefits of

ranking in the Ease of Doing Business Indicators and the Global Competitiveness Index which

stimulate the private sector to expand operations for economic growth, increase contribution of the

manufacturing sector to GDP and contribute to the creation of more jobs. With concerted effort in the

last three years, Kenya has recorded an impressive ranking of 3rd most improved economy globally

having moved 75 places from position 136 to 61 globally in 2019; 3rd in the Ease of Doing Business

out of 48 countries in Sub-Saharan Africa (SSA);

Kenya consolidated business reforms for the Doing Business 2019 Report and recorded 6 reforms in

the following areas:

@

(i1)
(iii)

(iv)
™)
(vi)

Dealing with construction permits: Introduction of the land rent clearance online system in
e-citizen that was not affected by the order of the High Court that suspended the
implementation of the Lands Information Management System;

Getting Credit: Through establishment and operationalization of the collateral reglstry and
its respective legal framework S—— -

Protecting minority shareholders: Provision of Sectlon 146 of the revised Compames Act
No. 17 0f 2015 that provides shareholder requirement to approve related party transactions
valued at 10% or more of a Company’s assets in effect addressing conflict of interest
issues by a Director; extent of a Director’s liability; extent of shareholder Rights index;
and extent of corporate transparency index amongst others

Paying Taxes: Collapsing of all business related permits into a single business permit
called “unified Business Permit” for businesses operating in Nairobi.

Trading Across Borders: Implementation of the regional electronic cargo tracking system
that simplifies procedures at Malaba Border crossing.

Resolving Insolvency: Adoption of the Insolvency (Amendment)(No.2) Regulations 2018
on the Management of debtor’s Assets Index thereby allowing continuation of contract
supplying essential goods and services to a debtor.

___ The mandate to undertake this pI'O_]CCt - since been moved to M1n1stry of EAC and Regional
' Development.

Xx1ii
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PROJECT 5: Modernization of Foundry and CNC workshop
Location: Nairobi

The Numerical Machining Complex (NMC) being revitalised to manufacture industry parts and
accessories, specifically Sugar rollers and its accessories- 20 out of 100 targeted industrial parts

manufactured for sugar industry;

Foundry Castings.including Cement grinding media balls- 9 tons of foundry castings produced out of

40 tons foundry castings of media balls; Foundry Castings including Manufacture of Automotive
parts and SGR parts- 15 ton of foundry castings (trailer undercarriage parts, automotive brake discs)
manufactured out of 67 tons foundry castings;

Construct a Hot Dip Galvanizing Plant- has been planned to support fabrication of machinery and

parts. This last component is necessary for delivery of the others.

PROJECT 6: Modernization of Rivatex Machinery and Infrastructure
Location: Eldoret

Procurement and installation of modern plant and machinery under the GoK Grant and Line of Credit
from Exim Bank of India on-going. Under current operations Tenders for supply of police uniforms
has been secured under Buy Kenya Build Kenya Policy. The Production capacity will increase from
10 Bales t ales of cotton per day, in single shift translatifig to currently 5,000 Meters per day to
40,000 Meters per day and spinning production capacity will increase from 800kg-to-12 tonnes a day.
The official commissioning of the fully modernized Rivatex textile factory in Eldoret was

commissioned on 22 June 2019 by H.E. the President.

PROJECT 7: Cotton Development - Subsidy and Extension Support
Location: Country Wide

The Ministry formed an Inter-Agency Working Team on Cotton Revitalization in July 2017. Through

this Team, Farmers have been mobilized, supplied with seeds and chemicals as subsidy. The area

__under conventional cotton production. in_24.Counties targeted-to-increase from-the-current-35,000~—

acres to 539,000 acres by 2022. Cotton lint expected is approx. 11,000 bales.

The Lower and Upper Eastern regions of Kenya (September-November 2018 planting season), a total
of 14,766 farmers and 22,472 Acreage achieved; while Western Kenya region (March-May 2019
planting season) envisages over 60,000 acres. Ministry set up a Fund (Ksh 100 Million) during

- Financial Years 2017/2018 and 2018/2019 set up a Fund under Rivatex East Africa to guarantee
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cotton farmers market. Tripatite agreement signed with Ginners, Farmers and Rivatex to purchase the

cotton lint.

Phase 1 of National Performance Trials (NPTs) on Biotechnology (Bt) Cotton completed in 5 sites
with positive results. Phase I NPTs launched in February 2019 in 4 sites. The lifting of the ban.on .

GMO including Bt Cotton is anticipated to allow for commercialization of Bt-Cotton upon
conclusion of Phase II NPTs.

PROJECT 8: One Stop Shop
Location: Nairobi

KenlInvest continued implementing the OSC. During FY 2017/2018, Kenlnvest established the One
Stop Centre. The new offices are now complete with officers from the following institutions; KRA,
NEMA, NSSF, NHIF, EPZA, Business Registration Services, Kenya Power, Department of

Immigration and Nairobi County Government, nominated and trained .

Project 9: Kenya Youth and Employment Opportunities Project (Component 2 -Support for
self-employment) — Donor Funded by World Bank
Project Location: Country wide S

The project aims at increasing employment and earning opportunities for targeted youth. Micro Small

~-— - - Enterprises Authority (MSEA) is implementing component two which has two sub-components. Sub-

component one s support for job creation through support for self-employed, this has two activities
which includes issuance of seed capital inform of a grants to the tune of USD 400 to 30,000 and
conducting of Business Development Services (BDS) to 8000 youth interested in starting or
improving their business. The activities on issuance of grants include entrepreneurial aptitude test
(EAT), orientation and disbursement of grants. Similarly, the activities on BDS includes class room
training, coaching, mentorship and counselling which will be both use of digital and non-digital
_..delivery mode. The second sub-component is Acatalytic Interventions for job creation-which targets to——-
award youth with high innovations with potential to create jobs for targeted by conducting business
plan competition. The activities entails engaging a firm to manage the BPC, training youth on how to
develop winning business plans and inviting them to compete and issuing awards to 750 winning
business plans. The project contributes to supporting innovations being converted to business idea

majority of which are in manufacturing hence highly contribute to GDP as envisaged in the Big Four

Agenda.

XXV






MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
State Department for Industrialization

Reports and Financial Statements

For the year ended Jumne 30, 2019

[

o]

Phannabeutical companies have also taken up space i.e. B. Brown from Germany already
operational and Square Pharmaceuticals from Bangladesh has been allocated 13 acres of land

to build their own business premises. |

40 other investors have submitted their requests to take up space 'For operations at the Zone.

RECOMMENDATIONS : - B

In order to enhance ‘the State Department contribution and productivity to, the €cono
successful implementation of projects planned, it is recommended that-

I,

my and to ensure

Adequate funding is vital for projects and programmes unple'neutﬂ‘tlon in the State

Department in delivering the Big Four Agenda; 1

The implementation of the flagship projects and proorammes require implementation
framework and close collaboration among Ministries, Departmem and Agencies, and the
County Governments;

Facilitative Legal and regulatory framework is needed to implemezit and achieve objectives of
some of flagship projects/programme;

Infrastructural projects needs to be well planned from initial stage a'zd
in order to reallocate resources; |

Promotion of micro, small and medium industries through mvestmenx
and access to affordable long term financing and credit facilities;

implementation phased

in physical facilities
Mobilization of adequa’fe resources is essential for successful 1mplementat10ﬂ of the projects
and programmes; and

Public Private Partnership legal framework needs to be strenothemed to pave way for private

sector to play a key role in the implementation of the proorammes especially the flagship
projects. i

anaass WeLetalry

Homn. Peter G. Munya, MGH
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o Nov Ly
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL
Enhancing Accountability

HEADQUARTERS
Anniversary Towers
Monrovia Street

P.O. Box 30084-00100
NAIROBI

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPORT OF THE AUDITOR-GENERAL ON STATE DEPARTMENT FOR
INDUSTRIALIZATION FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of State Department for
Industrialization set out on pages 1 to 29 which comprise the statement of assets and
liabilities as at 30 June, 2019 and the statement of receipts and payments, statement of
cash flows, summary statement of appropriation - recurrent and development combined
together with a summary of significant accounting policies and other explanatory
information in accordance with the provisions of Article 229 of the Constitution 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 effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the State Department for Industrialization as at 30 June,
2019, and of its financial performance and its cash flows for the year then ended, in
accordance with International Public Sector Accounting Standards (Cash Basis) and
complies with the Public Finance Management Act, 2012.

Basis for Qualified Opinion

Unreconciled Cash and Bank Balances

The statement of assets and liabilities as at 30 June, 2019 reflects bank balances
amounting to Kshs.39,774,514 for four bank accounts maintained by the State
Department and Kshs.135,503 cash in hand as shown under Note 9A and 9B to the
financial statements respectively. However, the balances differed with the figures in the
revised Trial Balance as summarized below;

IFMIS Trial
Financial Statements Balance Variance
Account Kshs Kshs Kshs
Recurrent Bank Balance 17,615,086 (45,112,504) | (62,727,590)
Development Bank Balance 13,600,000 305,608,814 | 292,008,814
Deposit Bank Balance 7,436,572 (23,459,479) | (30,896,051)
Cash in hand 135,503 178,911,327 | 178,775,824
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Management has not explained or reconciled the variances casting doubt on the accuracy
of the cash and cash equivalents balance of Kshs.39,910,016 as at 30 June, 2019.

Unresolved Prior Year Matter
Transfer to Other Government Units and Other Grants and Transfers

As previously reported, the statement of receipts and payments for the year ended 30
June, 2018 indicated that the State Department transferred Kshs.3,838,242,202 to other
Government units and paid other grants and transfers amounting to Kshs.140,771,700,
all totalling to Kshs.3,979,013,902. However, details extracted from the financial
statements for the same period of the respective Government units and entities reflected
grants received from the State Department totalling Kshs.3,857,791,878 resulting into an
unexplained and unreconciled variance of Kshs.121,222,024.

In the absence of reconciliations, it has not been possible to confirm the accuracy of the
figure for transfers to other Government units and other grants and transfers as at 30
June, 2018.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the State Department for Industrialization 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.

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. | have determined that there are no
Key Audit Matters to communicate in my report.

Other Matter
1. Pending Bills

Note 15.1 to the financial statements reflects pending bills amounting to Kshs.6,146,291
that were not settled in the year under review but were carried forward to 2019/2020
financial year. Failure to settle bills in the year to which they relate will adversely affect
the implementation of the subsequent year's budgeted programmes as the pending bills
form a first charge to that year’'s budget provision.

2. Budgetary Performance and Control

As reflected in the summary statement of appropriation - recurrent and development
combined, the State Department for Industrialization had a budgeted revenue of
Kshs.6,620,013,830 but received Kshs.5,663,574,763 resulting to under collection of
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Kshs.956,439,067 or 14%. Further, the State Department projected to spend the
budgeted revenue of Kshs.6,620,013,830 on various budget lines but actually incurred
expenditure totalling to Kshs.5,613,944,851 resulting to an overall budget under
absorption of Kshs.1,006,068,979 or 15%.

In the circumstances, the State Department may not have implemented all its planned
activities creating a negative impact on service delivery to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES.

Conclusion

As required by Article 229(6) of the Constitution, based on the 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 overall 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 overall governance were
operating effectively, in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Cash
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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 overall governance.

In preparing the financial statements, Management is responsible for assessing the State
Department’s ability to continue to sustain services, disclosing, as applicable, matters
related to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to dissolve the State Department for
Industrialization or to cease operations.

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

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

Those charged with governance are responsible for overseeing the State Department’s
financial reporting process, reviewing the effectiveness of how the entity monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
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.
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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 ISSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
State Department’s 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 sustainability of
services, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the State
Department’s ability to continue to sustain its services. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the State
Department of Industrialization 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.

Report of the Auditor-General on State Department for Industrialization for the year ended 30 June, 2019
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e Obtain sufficient appropriate audit evidence regarding the financial information and
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.

| 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.

N atiiungu
AUDITOR-GENERAL

Nairobi

06 October, 2020
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MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
State Department for Industrialization

Reports and Financial Statements

For the year ended June 30,2019

---—--financial statements: The enti

TEMENT OF

AR T

RECEIPTS

RECEIPTS AND PAYM
s .

Transfers from National Treasury 1 5,633,349,526 6,135,132,409
..|Proceeds.from Sale of Assets .. 2 - 30,225237| - 20,807,670 |-
TOTAL REVENUES 5,663,574,763 6,155,940,079
PAYMENTS
Compensation of Employees <) 441,612,844 396,903,236
Use of goods and services 4 847,964,287 748,632,040
Transfers to Other Government Units 5 4,164,881,665 3,838,242.202
Other grants and transfers 6 - 140,771,700
Social Security Benefits 7 5,900,000 23,999,939
Acquisition of Assets 8 153,586,055 66,670,478
TOTAL PAYMENTS 5,613,944,851 5,215,219,594
SURPLUS/DEFICIT 49,629,912 940,720,485 |

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statemients were approved on

-

2019 and signed by:

)

CPA Margaret Nyaywera

Head of Accounting Unit
ICPAK Member Number 5429






MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
State Department for Industrialization

{ Reports and Financial Statements

Lo For the year ended June 30, 2019

_ STATEMEN

R N T

FINANCIAL ASSETS
, ) |Cash and Cash Equivalents L [ I | e .
Bank Balances 9A 39,774,514 906,420,029
Cash Balances 9B 135,503 72,431
Total Cash And Cash Equivalents 39,910,016 906,492,460
[ Accounts Receivables - Outstanding Imprest and
Clearence Accounts 10 30,529,643 40,453,182
i TOTAL FINANCIAL ASSETS 70,439,660 946,945,642
LESS: FINANCIAL LIABILITIES
a Accounts Payables - Deposits 11 7,436,572 4,832,657
NET FINANCIAL ASSETS 63,003,088 942,112,985 -
z———- — |REPRESENTED'BY T I
Fund balance b/fwd 12 942,112,985 1,392,500
= Prior year adjustments 13 (928,739,809) -
Surplus/Defict for the year 49,629,912 940,720,485
~ NET FINANCIAL POSSITION 63,003,088 942,112,985
’ The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statemepts. The entity financial statements were approved on 2019 and signed by:

e B o e
OWINO, PHD CPA Margaret Nyaywera
Head of Accounting Unit

ICPAK Member Number 5429







MINISTY OF INDUSTRY, TRADE AND COOPERATIVES

State Department for Industrialization
Reports and Financial Statements
For the year ended June 30,2019

VI. STATEMENT OF CASH FLOWS _

2

SRR

Vg XA e sy
S SIS A e

CASH FLOW FROM OPERATING ACTIVITIES

-|Receipts for operating income

Transfers from National Treasury 1 5,633,349,526 6,135,132,409
5,633,349,526 6,135,132,409
Payments for operating expenses
Compensation of Employees 3 441,612,844 396,903,236
Use of goods and services 4 847,964,287 748,632,040
Transfers to Other Government Units 5 4,164,881,665 3,838,242,202
Other grants and transfers 6 - 140,771,700
Social Security Benefits 7 5,900,000 23,999,939
5,460,358,796 5,148,549,116
Adjusted for:
Changes m receivables 9,923,539 (40,453,182)|
Changes in payables 2,603,915 3,233,463
Adjustments during the year 13 (928,739,809) -
Net cashflow from operating activities (743,221,626) 949,363,574
|JCASHFLOW FROM INVESTING ACTIVITIES — e R ey s o s
Proceeds from Sale of Assets 2 30,225,237 20,807,670
~|Acquisition of Assets o 8 . (153,586,055)|— (66,670,478)|

Net cash flows from Investing Activities

(123,360,818)

(45,862,808)

CASHFLOW FROM BORROWING ACTIVITIES

Net cash flow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENT (866,582,444) 903,500,766
M- Cash and cash equivalent at BEGINNING of the year 906,492,460 2,991,694
Cash and cash equivalent at END of the year 39,910,016 906,492,460

The accounting policies and explanatory notes to these financial statements form an integral part of the

o= TP, __.ﬁnanciustate ments.-Th ﬁ tity- financial statements-were approved-on— " - ~~2019and signed by: ——
CPA Margaret Ny\aLJywera
Head of Accounting Unit

JCPAK Member Number 5429
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| MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
State Department for Industrialization
, Reports and Financizl Statements

' For the year ended June 30, 2019

&

RECOMMENDATIONS

|

Pharmaceutical companies have also taken up space i.e. B. Brown from Germany already
operational and Square Pharmaceuticals from Bangladesh has been allocated 13 acres of land

to build their own business premises.

40 other investors have submitted their requests to take up space for operations at the Zone.

In order to enhance the State Department contribution and productivity to|the economy and to ensure

successful implementation of projects planned, it is recommended that:
1.

Adequate funding is vitel for projects and programmes implementation in the State
Department in delivering the Big Four Agenda;
The implementation of the flagship projects and programmes require implementation

framework and close collaboration among Ministries, Department and Agencies, and the
County Governments;

Facilitative Legal and regulatory framework is needed to implement and achieve objectives of
some of flagship projects/programme; |

Infrastructural projects needs to be well planned from initial stage and implementation phased

in order to reallocate resources; ]

Promotion of micro, small and medium industries through inves-%ment in physical facilities
and access to affordable long term financing and credit facilities;
Mobilization of adequate

resources is essential for successful implementation of the projects
and programmes; and |

|
Public Private Partnership legal framework needs to be streng*then‘fed to pave way for private

sector to play a key role in the implementation of the progrmnni‘les especially the flagship
projects.

Cabinet Secretary
( Hon. Peter G. Munya, MGHE

XX Vit
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MINISTY OF INDUSTRY, TRADE AND COOPERATIVES
{ate Department for Industrialization

Reports and Financial Statements

For the year ended June 30,2019

ANNEX 5- REPORTS GENERATED FROM IFMIS

The following financial Reports Generated from IFMIS should be generated and attached as
appendices to these financial statements.

1.

il.
1.
iv.
V.
vi.
vii.
viii.
iX.

X1.

GOK IFMIS Comparison Trial Balance

FO30 (Bank reconciliations) for all bank accounts

GOK IFMIS Receipts and Payments Statement

GOK IFMIS Statement of Financial Position

GOK IFMIS Statement of Cash Flows

GOK IFMIS Notes to the Financial Statements

GOK IFMIS Statement of Budget Execution

GOK IFMIS Statement of Deposits

GOK IFMIS Budget Execution by Programme and Economic Classification
GOK IFMIS Budget Execution by Heads and Programmes

GOK IFMIS Budget Execution by Programmes and Sub-programmes

34






