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Annual Financial Report and Financial Statements
H:T the year ended June 30, 2020

_Lﬁw ENTITY INFORMATION AND MANAGEMENT
(a) Background information

The Tourism Promotion Fund was established through the National Assembly Delegated duty to the
Cabinet Secretary responsible for Finance under Section 24(4) of the Public Finance Management
Act, 2012, in June 2016 through the legal notice 24 of 2019. The purpose of the Fund is to provide
finances for development, promotion and branding of tourism sector in Kenya.

(b) Principal Activities

This Principal activity of the Fund shall be to provide funds to support development, promotion and
branding of tourism sector

Our Vision

To be the most efficient & effective entity in the provision of financial support for development,
Promotion and branding of the tourism sector in Kenya.

Our Mission

Providing timely & sufficient funding to tourism implementing agencies necessary for the
deyelopment, promotion, branding, diversification, and enhancement of tourism products,
experiences and sustainability of tourism in Kenya.

The function and purpose of the Fund shall be:

i.  Financing development, promotion and branding programmes and initiatives in relation to
tourism products including tourism niche products and tourism events;

i.  Financing marketing, promotion and branding of Kenya in specific local, regional and
international market segments;

iil.  Financing tourism data capture, analysis and dissemination of the same and any other related
research which may include deployment of technologyObased applications;

ly.  Financing development of tourism facilities and establishments in areas where the private
sector is unable or unwilling to develop, but with a high potential for tourism promotion and
branding;

V. Co-financing of tourism development and promotion projects with the county governments
on the basis of an agreed ratio of matching grants;

vi.  Funding programmes and initiatives for tourism safety and security geared towards
development, promotion and branding of tourism sector;

vil.  Financing development of innovations and inventions which promote tourism development,
promotion and branding

iii|[Page
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nnual Financial Report and Financial Statements for the year ended June 30, 2020

(e) Fiduciary Oversight Arrangements

1e oversight function of corporate governance shall be performed by the Fund's board of directors

and its designated committees. Boards of directors shall perform their advisory and oversight function
through well-structured, planned, and assigned committees to take advantage of the expertise of all

e directors.

Board committees shall address relevant issues and make recommendations to the entire board for
final approval. The committees shall be provided with sufficient authority, resources, and assigned

sponsibilities in assisting the entire board. The Board shall delegate some of its responsibilities to

committees, which review the respective matters delegated to them and make recommendations to

the Board.

All decisions, however, can only be made by the Board. Each committee has terms of reference
approved by the Board and the Chair of each committee is required to report on their proceedings at
the board meeting immediately following the committee meeting.

A

i &

ong the Fiduciary Oversight Arrangements include;

Project Management and Resource Mobilization Committee

The committee is responsible on advising the board on the projects and Fund management, in
accordance with the funding requirements.

il

{ Finance and Administration Committee.

The committee shall provide advice and assistance to the oversight Board of and the Secretariat
regarding the Fund’s fiduciary and general administrative duties.

1ii. Audit and Risk Management Committee.

The audit committee shall provide oversight of the financial reporting process, the audit process,

the Fund’s system of internal controls and compliance with laws and regulations and evaluating
the effectiveness of the fund.

(f) Entity Headquarters

NSSF ‘A’ Building
P.0.BOX 30027- 00100
NAIROBI

(g) Entity Contacts

Telephone: 254-20-2724646
Email.ceotpf@tourism.go.ke

i
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Annual Financial Report and Financial Statements for the year ended June 30, 2020

THE BOARD OF DIRECTORS

| Hon: Najib Balala Studied at Harvard University, University of
Toronto St.  George Campus, Kakamega School, Alliant
International University.

He has served as the Secretary of The Swahili Cultural Centre

| from 1993-1996. Chairman— Coast Tourist Association
| between 1996-1999. His tenure as the Mayor of Mombasa
1998-1999 witnessed a rapid transformation of Mombasa into
an economic hub and drastic change in the affairs at Town Hall
by team leading an anti-corruption crusade. Chairman, Chamber
of Commerce and Industry (Mombasa Chapter) from 2000-
2003, 27 Dec 2002 to 15 Dec 2007: Member of Parliament for
Haon. Najib Balala Mvita Constituency, 7 Jan 2003 — 31 June 2004: Minister for
airman of the Board Gender, Sports, Culture and Social Services Jan — June 2003:
Acting Minister for Labour, 31 June — 21 Nov 2005: Minister
for National Heritage, 27 Dec 2007 to 15 Jan 2013: Member of
Parliament for Mvita Constituency, 11 Nov 2011 to March 2012:
Chairman of the UNWTO Executive Council, 17 Apr 2008 to 26
March 2012: Minister for Tourism, 15 May 2013 to June 2015:
Cabinet Secretary for Mining. Currently since June 2015:
Cabinet Secretary for Tourism.

@)
=

Hon Najib Balala, EGH is currently the Cabinet Secretary for
Tourism and Wildlife

vii|Page
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. Josephta O. Mukobe
mber

Ms. Josephta O. Mukobe holds a MSc. from Manchester
University (UK) and a BA (Hons) Humanities and Social
Science from the University of Nairobi. She has a public service
career spanning for over twenty-five years. She joined the Civil
Service in 1986 as a Personnel Officer in the Ministry of Home
Affairs and National Heritage and rose through the ranks to the
position of Deputy Director Human Resource Management. In
July 2013, she was appointed as the Principal Secretary /
Coordination of National Government where she was inOcharge
of the Kenya Prisons Service, Probation, and Betting Control &
Licensing Board.

She has also served as the PS for State Department of Special
Programmes. She is currently the PS for the State Department of
Heritage under the Ministry of Sports and Heritage.

Ms. Mukobe who is a person living with disability has founded
and is a member of several disability organizations which
include UDPK, Women Challenged to Challenge, etc. She has
also represented the Country Internationally on Disability issues.

Juma Agatha Nyaguthi
mber

Over the last 22 years, Agatha Juma has had a proffessional life
that has been as varied as it has been rich and colorful. The last
10 of these years have been spent in advocacy for a conducive
business environment for the Private sector. Her most recent
formal engagement was with the Kenya Private Sector Alliance
as Head of Public Private Dialogue (seconded as Technical
assistance from International Finance Corporation (IFC)) and
before that as CEO of Kenya Tourism Federation. She still
consults for the IFC/WBG as a short term consultant on Public
Private dialogue and is an adjunct facilitator with the Africa
Leadership Group ‘Leadership Accelerator program’ in Nairobi.

She is a co-founder and director at Engage Kenya Ltd which is a
communications and content creation organisation. Through
coaching and training speakers and proffessionals in different
fields, she has worked with over 400 people who have proceeded
share their experiences and communicate for greater impact.

Agatha is an ICF (International Coaching Federation) accredited
Executive Coach and holds a diploma in Innovative and Creative
Leadership from the THNK school of Creative Leadership in
Amsterdam. She holds a Bachelor of Commerce in Management
(B. Com), a postgraduate diploma in Marketing from the
Chartered Institute of Marketing (CIM) and certification on
Private sector growth from Swedish

Page
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Member
Representative; PS The

| FA. Stephen Ikikii, Ph. D

Stephen holds a PhD in Economics, MSc in Financial Economics
and BSc (Mathematics & Statistics). He is a full member of
Institute of Certified Investment and Financial Analysts (ICIFA).

{ Stephen is an Economist with over 15 years® experience at the
National Treasury, and has represented Cabinet Secretary to the
National Treasury in over 10 different boards of Statement
Corporations.

b,

Dr. Stephen Ikikii

tional Treasury

Member

Department of Interior

Mr. Paul Famba, OGW, Director of Administration, Ministry
of Interior and Co-ordination of National Government. I hold a
Bachelor of Arts Degree from the University of Nairobi and a
Masters of Arts Degree from Kenyatta University. I have Served
in Government as an administrative officer for twenty years.

}

Mr. Paul Famba

epresentative; PS State

Mr Stephen Mungai Kinyanjui, holds a Master of Economics
(Policy and Management) degree from Kenyatta University and
Bachelors of Arts (Economics and Mathematics) from the
Egerton University. He holds professional qualification in
statistical analysis on social inclusive indicator from the Japan
Statistical Institute for Asia & Pacific and Strategic Planning and
Management skills from the he Eastern and Southern African
Management Institute (ESAMI).

Mr Kinyanjui, has a public service career of 12 years, having

Mr. Stephen Kinyanjui joined the service in 2009 as a Human Resource Management
Ag} Secretary to the Board | Officer, and later joining the Economist profession, under the

State Department of National Planning and posted in the State
Department of Tourism

Currently he is the acting Chief Executive Officer, and the
administrator of the Fund of the Tourism Promotion Fund.
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W _ TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

CHAIRMAN’S STATEMENT

The Tourism Promotion Fund is a semi-autonomous government agency in the Ministry of Tourism

a

=

d Wildlife established through the National Assembly delegated duty to the Cabinet Secretary

responsible for Finance under Section 24(4) of the Public Finance Management Act 2012, through
the Finance Bill in June 2016.

The Tourism Promotion Fund derives its mandate from the Legal Notice No 24, dated 12th April,

20

19 on the Public Finance Management (Tourism Promotion Fund) Regulations, 2019, to provide

funds to support development, promotion and branding of tourism sector. This is the therefore the
first financial report for the Tourism Promotion Fund for the year ended June 2020 as fully
consolidated Board of Management for the fund.

Th
Ch
fra
or

e Fund accrues its finances through proceeds realized under section 3 of the Air Passengers Service

arge Act; moneys appropriated by the National Assembly for the purpose of the Fund; income

m investments of any surplus funds in the Fund; interest accruing to the Fund; grants, donations
other bequests made to the Fund; moneys paid into the Fund from any other source as may from

time to time be approved by the Cabinet Secretary; and any other moneys as may be provided for in

an

Act of Parliament.

The key projected activities during the year were: to the determine the Annual Revenue &
Expenditure of the fund; to establish / review Financial Allocation of the Fund revenue; establish &

ma

nitor the amount of funds transferred to and from the fund; to determine source of Additional

Funding for Fund objects; to review and manage the investment of surplus funds from the Fund; to

det
the
ung
ang
Ov
Mg
imj
bet
col

off]

Fur

nc

Ma
cap
dey

ermine/ & Manage retention funds; to establish and administer Risk Control and Management of
Fund. Further the fund aimed to: promote project/ programs for funding as per the regulations;

dertake Project/ program Monitoring & Evaluation as per NIMES guidelines and ensure marketing
| branding of funded projects. In addition, the fund aimed to facilitate the Functions of the TPE

ersight Board; to develop and manage Operations Controls and Systems and to facilitate the

inagement and with Operations facilities, equipment and services. Lastly, the fund aimed to
prove mobilization, utilization and management of financial resources; strengthen IEC and ICT for
ter service delivery; enhance implementing agencies and other stakeholders’ partnership,

laboration on effective funds management and to train, capacity build and enhance fund secretariat
icers.

ther to these activities, TPF was able to record major achievements in various areas since its
eption. Key achievements included: Appointment gazettement and operationalization of Board of
nagement; establishment of the Fund Secretariat; development of Fund management guidelines;
acity building of the Board members, and the Secretariat; disbursement of funds to support tourism
elopment projects and programmes; creation of awareness of the Fund through sensitization of

tourism implementing agencies officers and other stakeholders; establishment of various
infrastructural and operational facilities to support the Fund Operations.

xiii | Page
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w TOURISM PROMOTION FUND

nnual Financial Report and Financial Statements for the year ended June 30, 2020

A
REPORT OF THE CHIEF EXECUTIVE OFFICER

am delighted to report that this year which was the first Financial year of operation for Tourism

Promotion Fund, we made significant gains towards achieving the organisational strategic objectives.

This was made possible because of the dedicated board of trustees as well as the fund secretariat who

Th
20
fur

ve continued putting in tremendous effort for the sake of the Funds objectives.

e Tourism Promotion Fund derives its mandate from the Legal Notice No 24, dated 12th April,
19 on the Public Finance Management (Tourism Promotion Fund) Regulations, 2019, to provide
nds to support development, promotion and branding of tourism sector. During the year, The Funds

b

dget was set at Ksh.2.425 b. This was however revised down to Ksh.2.064 b due to the Global

ﬁmﬁaogwo of the Civid019 being experienced worldwide which has had a negative impact on the
Global Tourism and the Economy in general with unprecedented negative impact to the Sector. The

i

Awmoﬁ being that the Fund could only operate on the actual funds transferred prior to the outbreak of

the Pandemic.

During the Financial Year, the total expenditure amounted to Ksh.317.68 M. This expenditure was

ap

proximately 15% of the total approved budget, the reason for the low expenditure was the fact that

the TPF received the expenditure approval from The National Treasury in the Month of April 2019
which was barely 3 months to the end of the Financial Year hence no much activities could be

un
of

dertaken. The expenditure comprised of Ksh.17.68 M for operational expenses which include Use
goods and Services, Administration and other operating expenses, Remuneration of directors as

well as acquisition of Property, Plant and Equipment. Ksh.300 M was a core mandate expenditure
(Note 1) (Grant to KWS); the amount was disbursed to Kenya Wildlife Service for “Revamping of
the Nairobi National Park” which was the only project funded among several that had been earmarked
for funding/implementation in this Financial Year. Other projects which had been approved by The
National Treasury in the FY 2019/2020 including Establishment of KICC Prefab Convention Centre,

e}
2]

fablishment of Lake Naivasha Waterfront and Kenya Tourism Covid-19 Recovery Strategy

Tourism War Room Consultancy were pushed forward for implementation in the next FY 2020/2021.

The total Assets as at 30" June 2020, amounted to Ksh.1.195 b comprising of Property, Plant and
Equipment (PPE)of Ksh.7.23 m and Cash and Cash Equivalent of Ksh.1.188 b. There were no
Liabilities as at the end of the Financial year.

Finally, I would to acknowledge Government for continued support, the Board for Strategic Vision
and guidance, Kenya Airports Authority and other stakeholders for their support in development,
promotion and branding of tourism sector.

D.4%

. Stephel Kin
Ag, Chief Executive Officer
Segretary to the Board
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E TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

Strategic Objective Key Performance | Activities Achievements
Pillar Indicators
1.5 To review and |Investment of surplus | v.Preparation of Supplementary Estimates as per | The TPF was able to receive
manage the investment | funds Treasury Circular remittance of funds from
of surplus funds from KAA and the board
the Fund approved the disbursement
1.6 To determine/ & vi.  Establish  /develop  disbursement | of funds to the approved
Manage retention funds model/framework/criteria projects.
1.7 To establish and vil. Discussion/determination on additional .
administer Risk Control source of Funds A supplementary estimates
and Management of the viii) Design and investment model for the 1?port‘ w.a.s opre 45 per
Fund surplus funds t1easu1y chanlar
: : - A risk  control and
ix.) Establish a risk control and Management 1 ;
management  framework
Model/framework/procedures draft done.
Pillar 2: | 2.1 To promote project/ | Budget circular Issue a budget circular to MDAs 1. Disbursement of funds to
Project programs for funding as support tourism
Funding and | per the regulations Sensitization report to development projects and
Management | 2.2 To undertake | MDAs Carry out sensitization seminars programmes
Project/ rogram . - : — 2. Creation of awareness of
Mojnitoring pos & | Project Analysis Criteria gSt?;III,Sh the project Analysis criteria & the Fund through
Evaluation as  per | & Guidelines u .e s — . — sensitization of tourism
NIMES guidelines Approve the fund application form and criteria implementing agencies
Application form - - . officers and other
Undertake Analysis of Applied Projects & stakeholders;
Approved Criteria Agencies Annual Plans
Recommend for approval the report on project
Projects Analysis Report | @Pplications analysis
Board resolution and
minutes

xvii|Page
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I_R TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

partnership framework

Develop guidelines for business process

Reengineering

Develop guidelines for systems development

Take stock and identify systems that can be
shared by different entities in the fund

Train technical staff and all users

Improve media management and engagement

Develop and operationalize the fund website

Develop and implement fund communication
strategy

Strategic Objective Key Performance | Activities Achievements
Pillar Indicators
Pillar 4: Fund | 4.1 To improve | Financial accounting and | Prudent utilization of resources The process of
Institutional mobilization, utilization | human resource systems establishment of the Fund
Strengthening | and management of Website, online application,
&  Capacity | financial resources. Risk and compliance tracking and analysis portal
Building 4.2 To strengthen IEC framework Automation of the funds business processes has commenced.
and. ICT. for  hetier ICT strategy Establish and implement governance risk and
service delivery. i .
Communication strategy | compliance framework
Sensitization and Management of the human resource for effective
awarene.ss_ report service delivery
Staff training report Show case the funds activities to other
_ stakeholders
Collaboration and

xix|[Page
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% TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

8.  Establishment of standards and compliance framework for funded projects in line with

current international tourism trends. Government of Kenya Standards, regulations and
processes.
9.  Resource mobilisation for the Fund
Finance and Administration Committee.
The committee shall provide advice and assistance to the oversight Board of and the Secretariat
regarding the Fund’s fiduciary and general administrative duties. The Committee shall provide
oversight with respect to the financial and administrative strategies and policies of the Fund.
The committee is responsible for advising the board on
Board Management’s performance and effectiveness
Establishment of fund corporate governance structures and processes.
Development and implementation of the Fund investments strategy
Oversight of the deposit, management, and investment of TPE funds, including funds that may
be held in established by TPF for the deposit, holding and/or investment of TPF funds.
5. Provide oversight with respect to the overall financial condition of the Fund and its income
and expenditures;
Review and make recommendations to the Board and the secretariat on TPF’s annual
proposed operating budget, work plan, including any proposed material changes during the
year
6. Establish appropriate financial controls and reporting;

W =

Audit and Risk Management Committee.
The audit committee shall provide oversight of the financial reporting process, the audit process, the

Fund’s system of internal controls and compliance with laws and regulations and evaluating the
effectiveness of the fund.

The committee is responsible for advising the board on;

1. Development and implementation of an internal fund risk management strategy

2, Review and make recommendations on the accurate Audit/ financial statements and
reporting in compliance with all applicable legal requirements.

3. Development of a comprehensive Audit Committee Charter and the Internal Audit
Department Charter.

4. Evaluation of funds utilisation and absorption rate by funded agencies.

5. Review and make recommendations on audit issues raised by both internal and external
auditors;

6. Initiating special audit/investigation on any allegations, concerns and complaints
regarding corruption, lack of accountability and transparency in relation to funded
projects/programs.

7. The audit committee is responsible for the appointment, compensation and oversight of
the work of the auditor.

8. Make submissions to the board on any matters concerning the accounting policies,

financial controls, accounting records and reporting.

9. Perform any other oversight functions required by the Oversight board.

Succession plan
Tourism Promotion Fund (TPF) is in the process of developing its career progression guidelines that
will have a clearly stipulated framework on succession management.

—_—

xxi|Page
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;% L TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

Ethics and Conduct as well as Governance Audit
The TPF Board is still in the process of operation and in its first 10 months of being operationalized.

MANAGEMENT DISCUSSION AND ANALYSIS

The Tourism Promotion Fund has continued with its mandate of providing funds to support
development, promotion and branding of tourism sector in line with Legal Notice No 24, dated 12th
April, 2019 on the Public Finance Management (Tourism Promotion Fund) Regulations, 2019.The
facus of the year was to fund core mandate objectives including projects in tourism Implementing
agencies. However, during the year in focus, only one project was funded, where the implementation
is| still ongoing in this Financial Year. The total expenditure amounted to Ksh.317.68 M. This
expenditure was approximately 15 % of the total approved budget as illustrated in the graph below;

Budget Vs Actual Expenditure

Budget Vs. Actual Exp.
FY 2019/2020

3000
2500
2000

1500

Kshs. Millions

1000

500

Annual Budget Supp. Budget Annual Expenditure
Axis Title

As indicated in the graph, the annual budget had initially been set at Ksh.2.427B this was revised
down to Ksh.2.064 B while the Annual expenditure stood at Ksh.317M which was 15 % of the
approved budget.

Key projects or investments funding decision for 2019/2020 FY

i KICC Prefab

The Ministry of Tourism and Wildlife commits to construct a 15,000 sqm expo Centre at KICC with
a capacity of hosting 5,000 delegates in a bid to increase Kenya’s capacity for MICE events and
improve her competitiveness as a MICE destination

xxiii |Page
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h TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

Ve

Funds Compliance with Statutory Requirements
During the period under review, the fund complied with all statutory requirements in line with the
PFM Act and the National Treasury circulars with regards to the following reports, budget estimates,

quarterly financial statements and annual financial statements.

ajor Risks Facing the Organization

Risk Factor Level | Mitigation

Inadequate funds High Lobby for more funds from National Treasury and develop
proposal for funding from donors

Political interference | High Appropriate legislation and guidelines that separates the

Fund from politic
Political interference should be minimized to ensure
professionalism

O

Possibility of slow | Medium | Involve them meaningfully through constant sensitization
buy-in by stakeholders

Fraud and pilferage Medium | Strengthen management and administration policies, procedures
and practices

Lack of Political | Low Lobby political players for support

Gaodwill
Expected litigation Low Strengthen the institutional capacity to deal with legal matters.
Competition for | Low Collaboration and partnerships with other departments

funding from various
tourism implementing
agencies

Material Arrears in Statutory/Financial Obligations

The fund during the period under review did not have any material statutory arrears and financial
obligations.

xxy|Page
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TOURISM PROMOTION FUND
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Annual Financial Report and Financial Statements for the year ended June 30, 2020

TATEMENT OF DIRECTORS’ RESPONSIBILITIES

e¢ction 81 of the Public Finance Management Act, 2012 and section 14 of the State Corporations Act

d Tourism Promotion Fund Regulation 2019, regulation 31 requires the Board to prepare financial

statements which give a true and fair view of the state of affairs of TPF at the end of the financial

ar and the operating results of the TPF for that year. The Directors are also required to ensure that

the TPF keeps proper accounting records which disclose with reasonable accuracy its financial
position.

This responsibility includes: Oversight on adequate financial management arrangements and ensuring
that these continue to be effective throughout the reporting period; Approval and oversight on proper
planning, budget execution, financing and reporting of the fund finance; Approval on acquirement

d safeguarding of the Fund assets; Directing the application of appropriate accounting policies;

Approving and allocating fund estimates that are reasonable in the circumstances; and Overseeing
mpnitoring, evaluation and reporting the utilisation of funding by the implementing entities

The Directors accept responsibility for the TPF’s financial statements, which have been prepared using

propriate accounting policies supported by reasonable and prudent judgements and estimates, in
nformity with International Public Sector Accounting Standards (IPSAS), and in the manner required

by the PFM Act, 2012 and the State Corporations Act. The Directors are of the opinion that the TPF’s
nancial statements give a true and fair view of its state transactions during the financial year ended

ne 30, 2020, and its financial position as at that date. The Directors further confirms the completeness
the accounting records maintained for the entity, which have been relied upon in the preparation of

this financial statements as well as the adequacy of the systems of intemal financial control.

Nothing has come to the attention of the Directors to indicate that the TPF will not remain a going

ncern for at least the next twelve months from the date of this statement.

Approval of the financial statements

TPF’s financial statements were approved by the Board on 30™ mo@.ﬁacon 2020 and signed on its
half by:

mos ZE& _w»_m_m: HOE

o. Chief Executive Officer Cabinet wooHQE.J\ for| \Tourism & Wildlife
Secretary to the Board Chairman om \%m wOma
xxvii | Page
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L TOURISM PROMOTION FUND

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

Assets

Current Assets

113 1,188,580,030

Cash and Cash Equivalent
[nventories

0

Non-Current Assets

Property, Plant and Equipment

14 7,230,686

Total Assets

’ 1,195,810,716

Liabilities

Current Liabilities

Unremitted Tax

0

Total Liabilities

0

(=]

Net Assets

1,195,810,716

Represented by:

Capital Fund

1,195,810,716

The notes set out on pages 8 to 19 form an integral part of these Financial Statements

of|the Board of Directors by:

........ . _ "
r. m»MMMWb inyanjui o Qo
Ag. Chief Executive Officer

Secretary to the Board

Hon. Najib Balala, EGH
Cabinet Secretarty for Tourism & Wildlife
Chairman of the'Board ,

/

2|Page

CPA John Makona '¥{ea {2 e? ¢
Ag. Head of Finance
ICPAK. No. 17796

The Financial Statements were approved by the board on 30 September, 2020 and signed on behalf
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Website: wwyv.oagkenya.go.ke

REPUBLIC OF KENYA

Telephone: +354-(20) 3214000
E-mail: info@pagkenya.go.ke

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON TOURISM PROMOTION FUND FOR THE
YEAR ENDED 30 JUNE, 2020

REPORT ON THE FINANCIAL STATEMENTS
Opinion

I have audited the accompanying financial statements of Tourism Promotion Fund set out
on pages 1 to 20, which comprise the statement of financial position as at
30 June, 2020 and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Ow:mﬁczoz 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.

Inimy opinion, the financial statements present fairly, in all material respects, the financial
position of Tourism Promotion Fund as at 30 June, 2020 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 Public Finance Management
Act, 2012.

Basis of Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Tourism Promotion Fund Management in
acgcordance 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 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. There were no key audit matters to
report in the year under review.

Report of the Auditor-General on Tourism Promotion Fund for the year ended 30 June, 2020

S

HEADQUARTERS
Anniversary Towers
Monrovia Street
OFFICE OF THE AUDITOR-GENERAL P.0. Box 30084-00100
NAIROBI
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ircular No.16 of 2005 aimed at enhancing oversight, governance, transparency and
ccountability in the public sector.

onsequently, the effectiveness of the role of oversight, governance, transparency and
ccountability in the Fund could not be confirmed.

he Fund does not have a Disaster Recovery Plan in place for business continuity
anning, for reliable Information Technology infrastructure, process, and business model
reduce the impact of natural disasters and outages hence the fund may not recover
and protect the IT infrastructure in the event of a disaster.

G
a
C
a
2, Lack of a Disaster Strategy Plan
T
p
to

In the circumstances, reliability and safety of the Information Technology infrastructure,
process, and business model could not be confirmed.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
quire 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.

o)

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Public Sector Accounting Standards (Accrual
Basis) 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
cantrol, risk management and overall governance.

In| preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue to sustain its services, disclosing, as applicable, matters related
to| sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund 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.

The Board of Directors is responsible for overseeing the Fund’s financial reporting
process, reviewing the effectiveness of how the Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
ggvernance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

R
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port of the Auditor-General on Tourism Promotion Fund for the year ended 30 June, 2020
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Conclude on the appropriateness of the Management'’s use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund’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 Fund to cease to continue
to sustain its services.

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

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

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

an

d other matters that may reasonably be thought to bear on my independence, and

where applicable, related safeguards.

CPAN ungt, CBS
AUDITOR-GENERAL

Nairobi

27

January, 2022

Report of the Auditor-General on Tourism Promotion Fund Jor the year ended 30 June, 2020
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W ~ TOURISM PROMOTION FUND

Annpal Financial Report and Financial Statements for the year ended June 30,2020

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2020

Notes | 2019/2020 2018/2019

: _ | Kshs Kshs
Revenue from non-exchange transactions
Proceeds to be realized under section 3 of the Air| 3 1,506,255,997 0
Passengers Service Charge Act;
Government Grants 0 0
Internally Generated Revenue 0 0
Transfers from other governments — gifts and services in 0 0
kind
Total revenue 1,506,255,997 0
Expenses
Use|of goods and services 6 5,179,136 0
Employee costs 0 0
Administration and other operating expenses 7 4,176,900 0
Remuneration of directors 8 964,500 0
Maintenance of office Furniture & Equipment 9 30,000 0
Contracted services 0 0
Grants and subsidies 0 0
Depreciation and amortization expense 10 94,745 0
Other Payments 11 0 0
Finance costs 0 0
Grant to Implementing Agencies (Core Mandate 12 300,000,000 0
Expenses)
Tot4l expenses 310,445,281 0
Other gains/(losses) 0 0
Surplus/(deficit) for the period/year 1,195,810,716 0
Net Balance for the year 1,195,810,716 0

The notes set out on pages 8 to 19 form an integral part of these Financial Statements

B . e ! —\\T\D.Vl/—pepf /PV@:/
Mr. Stepljen Kinyanjui CPA John Makona \&ae

Ag. Chief Executive Officer Ag. Head of Finance ¢

Secretary to the Board ICPAK. No. 17796

1|Page







E TOURISM PROMOTION FUND

Annual Financial Report and Financial Statements for the year ended June 30, 2020

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2020

Details Notes 201972020 2018/2019
Kshs. Kshs.

Cash Flows from Operating Activities

Receipts

Proceeds to be realized under section 3 of the Air Passengers Service Charge 1,506,255,997 0
Act;

Payments

Use of goods and services 5,179,136 0
Administration and other operating expenses 4,176,900 0
Remuneration of directors 964,500 0
Maintenance of office Furniture & Equipment 30,000 0
Grant to Implementing Agencies 300,000,000 0
Total Payments 310,350,536 0
Net Cash flows from operating activities 15 1,195,905,461 0
Net Cash flows from Investing activities

Purchase of Property, Plant and Equipment (7,325,431) 0
Proceeds from sale of Non- Current Assets 0 0
Net Cash flows in Investing activities (7,325,431) 0

4|Page
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E TOURISM PROMOTION FUND

———————Annual Financial Report-and Financial Statementsfor-the ycar-ended-June 30,2020

STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30 JUNE 2020

Directors

Original Adjustments | Final budget Actual on Performance/budget | % Utilisation | Notes
budget comparable utilization Difference to
basis difference Final Budget
2019/2020 2019/2020 2019/2020 2019/2020 2019/2020
a b c=a+tb d e=c-d f=d/c%
Revenue Ksh. Ksh. Ksh. Ksh. Ksh.
Proceeds to  be | 2,427,404,245 | -362,597,595 | 2,064,806,650.00 | 1,506,255,997.00 558,550,653.00 72.95 1
realized under
section 3 of the Air
Passengers Service
Charge Act;
Total income 2,427,404,245 | -362,597,595 | 2,064,806,650.00 | 1,506,255,997.00 558,550,653.00 72.95
Expenses
Compensation  of | 0 0 - - - -
employees
Goods and services | 13,240,000 -4,500,000 8,740,000.00 5,179,136.00 3,560,864.00 59.26 2
Property, Plant and | 14,000,000 0 14,000,000.00 7,325,431.00 6,674,569.00 52.32 3
Equipment
Finance cost 0 0 - - - -
Administration and | 20,232,000 -12,432,000 7,800,000.00 4,176,900.00 3,623,100.00 53.55 4
other operating
expenses
Other payments 10,650,000 -4,700,000 5,950,000.00 - 5,950,000.00 -
Remuneration of | 14,500,000 -9,500,000 5,000,000.00 964,500.00 4,035,500.00 19.29 5

6|Page
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llm TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30, 2020
NOTES TO THE FINANCIAL STATEMENTS

The

and

The

The

Page

1. General Information

Tourism Promotion Fund was established through the National Assembly Delegated duty to the

Cabinet Secretary responsible for Finance under Section 24(4) of the Public Finance Management
Act,

2012, in June 2016 through introduction of an additional charge of US § 10 for foreign air travel
100 Shillings for domestic air travel per passenger. The entity is wholly owned by the

Government of Kenya and is domiciled in Kenya. The purpose of the Fund is to provide funds to
support development, promotion and branding of tourism sector in Kenya.

object and purpose of the Fund is to provide funds to support development, promotion and

branding of tourism sector.
Without prejudice to the generality of paragraph (1) above, the Fund shall provide for (Core
Mandate Expenditures);

(a) financing development, promotion and branding programmes and initiatives in relation to
tourism products including tourism niche products and tourism events;

(b) financing marketing, promotion and branding of Kenya in specific local, regional and
international market segments;

(c) financing tourism data capture, analysis and dissemination of the same and any other related
research which may include deployment of technology-based applications;

(d) financing development of tourism facilities and establishments in areas where the private
sector is unable or unwilling to develop, but with a high potential for tourism promotion and
branding;

(e) co-financing of tourism development and promotion projects with the county governments
on the basis of an agreed ratio of matching grants; Object and purpose. 176 Kenya
Subsidiary Legislation, 2019

(f) funding programmes and initiatives for tourism safety and security geared towards
development, promotion and branding of tourism sector;

(g) financing development of innovations and inventions which promote tourism development,
promotion and branding;

(h) funding of plugging projects which contribute to development, promotion and branding of
tourism sector;

(i) financing programmes and initiatives geared towards tourism intelligence and information
gathering for purposes of developing, promoting and branding tourism in Kenya; and

() standards development and capacity building in the tourism sector

Statement of Compliance and Basis of Preparation

Financial Statements have been prepared in compliance with International Public Sector

Accounting Standards (IPSAS) as recommended by The National Treasury and in accordance with the
requirements of the PFM Act 2012 as well as Tourism Promotion Fund Regulations. The annual report
is prepared under historical cost convention except items of Property, Plant and Equipment which are
measured at cost less accumulated depreciation and any accumulated impairment losses.
The financial statements have been prepared and presented in Kenya Shillings, rounded to the nearest
thousands. Several accounting policies have been adopted in preparation of this Financial Statements.
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@ _TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1

il

1v.

|[Page

Going Concern

The board of Trustees believe that TPF will continue in operational existence for at least twelve

months from the date of these financial statements. Its therefore important for the Financial
Statements to be prepared on a going concern basis which assumes that TPF wil] continue to
meet its obligations as they fall due including implementation of the Core Mandate Projects
for the foreseeable future.

Property, Plant and Equipment

Items of Property, Plant and Equipment have been measured at cost less accumulated
depreciation and any accumulated impairment losses (historical cost convention).
Depreciation is charged so as to allocate the cost of assets less their residual value using the
straight-line method. The following annual rates are used for depreciation of property and
equipment:

Property Rate
Motor Vehicles 15%
Furniture & Fittings 10%
Computers 40%
Office Equipment’s 10%

For this particular statement, the depreciation has been calculated at the a above rates subject
to the time of accusation which was one month to the end of the Financial Year hence
depreciation was only subjected on a one month of the year.

If there is an indication that there has been a si gnificant change in the depreciation rate, useful
life or residue value of an asset, the depreciation of that asset is revised prospectively to reflect
the new expectations.

On disposal, the difference between the net disposal proceeds and the carrying amount of the
item sold is recognized in the statement of comprehensive income.

Cash and Cash Equivalent

Cash and cash equivalents include cash in hand as well as deposits in bank accounts (three)
being operated by TPF. This are actually Cash balances for the three accounts as at the end of
the Financial Year.

Foreign Currency Transactions

Transactions during the year that are in the Dollar account are converted into Kenya shillings
at rates ruling at the transaction dates. Current assets (Cash and Cash Equivalent) and current
liabilities at the statement of financial position date that are expressed in foreign currencies are
translated into Kenya Shillings at rates ruling at the statement of financial position date. The
resulting differences from conversion and translation are dealt with in the statement of
comprehensive income in the year in which they arise.
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‘:v L TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

6. Use of Goods and Services

Hospitality Supplies and Service 120,000
iymuoaaciom:oz Supplies & Services o 114,000 0
Printing, Advertising & Information Supplies & Services 304,570 0
Office & General Supplies & Services Accessories for Computers & 2,329,605 0
Printers
Training Expenses/Seminars and Workshops 558,500 0
Bank Charges 15,774 0
Fuel Oil & Lubricants 226,000 0
1,510,687 0
Rent
Total 5,179,136 0
0

Total Without Rent
——oatRent =~ 000000

Original Budget and Supplementary allocation on the same items stands at Kshs.8,740,000.00 and
Kshs.6,840,000.00 respectively.

7, Administration and other operating expenses

General Administration costs for Setting up TPF and 2,093,000 0
reparation of various necessary documents 2,083,900 0
Total 4,176,900 0

> This is the total Administration and other operating expenses where the total expenditure stands at
Ksh.4,176,900.00 while the Original Budget and Supplementary allocation on the same items stands
at Ksh.7,800,000.00 and Ksh.4,693,000.00 respectively.
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At 30th June 2019

| Hw " TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30, 2020

10. Depreciation and Amortization Expense

0

0

NOTES TO THE FINANCIAL STATEMENTS (Continued)

0

0

0

Additions

3,555,621

2,150,900

755,400

863,510

7,325,431

Disposals

0

0

0

Transfer/Adjustments

0

0

0

0

0

At 30th June 2020

3,555,621

2,150,900

755,400

863,510

7,325,431

Depreciation &
Impairment

Accumulated as at
1st July 2019

Change for the year (1
Month Rate)

44,445

17,924

25,180

7,196

94,745

Accumulated as at
30th June 2020

NBYV as at 30th June
2020

3,511,176

2,132,976

730,220

856,314

7,230,686

> This is the total Cost of Property, Plant and Equipment where the total expenditure stands at
Kshs.7,325,431.00 while the Depreciation at the rates stated in the Notes at One Month stands at
Kshs.94,745.00. The rates applied were Motor Vehicles  15%, Furniture & Fittings 10%, Computers
40%, Office Equipment’s 10%.
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% " TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30, 2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

13. Cash and Cash Equivalents

Cash at Bank

Operations Account 23,859,857 0
Revenue Account 554,500,203 0
Dollar Account 610,219,970 0
Cash in Hand 0 0
Total 1,188,580,030 0
Dollar= 5,925,036.42

> The total Cash at bank for the three accounts stands at Ksh.1,188,580,030.00 as at 30t June
2020.The dollar account conversion was at the rate of Kshs.102.9900792.
> All the three accounts are held in KCB BANK KIPANDE HOUSE.

14. Property, Plant and Equipment

At 30th June 2019 0 0 0 0 0 0
Additions 0 3,555,621 | 2,150,900 755,400 | 863,510 7,325,431
Disposals 0 0 0 0 0 0
Transfer/Adjustments 0 0 0 0 0 0
At 30th June 2020 0 3,555,621 | 2,150,900 755,400 | 863,510 7,325,431
Depreciation &

Impairment

16/|Page




adedlLy

‘suornjerado

Ul pasn /WOl SMAFUSeD) JON UO UOII0S MO[ USeD) Y} O Ie[IWIIS SI JUSWAIEIS SIY} JO [€10) AL «

=

0 19%°S06°S61°1 SaNIAIOE Suneiad() WOy MO[Jyse)) 19N
0 0 S9[qeAed Ul asealou|
0 0 | AKI0JUSAUL Ul 9SBAIDU]
spuaunysnipy epde) sunjiop
0 19¥°S06°S61°1
0 SPLY6 uoneroalda(g
:10q pajsnlpy
0 91L°018°S61°1 Ieak a3 103 snjding
SUSY SYSY
6107/8107 0207/6107

suonerdd() woay pajeIduds) yse) ‘S|

“KloA10adsal (0'989°0ECT L SYSI] 1B 189 & A} JO PUD 2] 18 IN[BA 0Oy JIN Y} SUIALI 00°SHL Y6 SUSDI
18 SpuelsS YIUON oEW 18 SOJON AUl Ul paje)s sdjel ay) Je uonerodrda 3yl diym 00 TEHSTE L SUS
1e spueys aamypuadxd 101 9yl 21oym Juawdinbg pue jueld ‘Aupdoid Jo 1S0D [0} QYUY SI SIYL <«

0207

989°0€7°L PIE9S8 | 0TT0EL | 9L6'TETT | 9LT'TIS'E | 0| | dunf yog Je st AN
0T0T 2unf yio¢

0 0 0 0 0 0 18 Se  paje[nuindoy
(1] Yruoy

SPL'P6 961°L 081°6¢ vTo'Ll Shy'vy 0| | 1)Ieak oy oy dduey)
610T AInf Is|

0 0 0 0 0 0 JjB SB  PpIjB[nunddy

1y ~10)0 e
a1} 10] S)UAWAIE}G [BIOUBULY put spi0day] [enuuy

N0 NOLLOIOYd IWSTInOL mlH

2 B e O St By

0Z0Z 0€ dUNL papud 18k




&

T
M
th
T
de

re
ar
ap
de
an
pr
N
re
Fa
th
ca
of]

18

% TOURISM PROMOTION FUND

Annual Reports and Financial Statements for the year ended June 30,2020

NOTES TO THE FINANCIAL STATEMENTS (Continued)

16. Financial Risk Management

he organization's overall risk management policies are set out by the Board of Trustees and implemented by
anagement, and focus on the unpredictability of changes in the operating environment and seek to minimize
e potential adverse effect of such risks on the organisation's performance by setting acceptable levels of risk.
1e organization has in place set policies that it applies in hedging against financial risks to a certain limit
pendent on the value of the fund. This include ensuring that Regulations to be observed for disbursement of

Funds to the Projects implementing agencies’ are strictly adhered to ;Among this regulations include the

quirement that a Tourism Agency must meet the funding Eligibility Criteria; which include verifying that
nual work programme is aligned to the strategic plan of the corporation or agency and the mediumOterm plan
proved by the governing body of the state corporation or agency and in the case of an infrastructure
velopment project, prepared project designs, plans and bills of quantities, approved by the governing body
d the requisite regulatory approvals from relevant government institutions; Secondly ;Ascertaining that the
oject to be financed is procured in accordance with the Public Procurement and Asset Disposal Act, 2015;
0. 33 of 2015 as well as ensuring that the project to be financed is included in the approved estimates of
venue and expenditure for the tourism implementing agency;

r Liquidity Risk, which is the risk that TPF might not be able to meet its financial obligations as they fall due,
c management performs cash flow forecast and monitors rolling forecasts to ensure the entity has sufficient

sh to meet its operational needs. This includes revision of revenue and expenditure considering the indicators
revenue performance.

17. Related Party Balances
Government of Kenya

TPF is fully owned by the Government of Kenya. The Government of Kenya Provides Revenue (AIA)
through KAA to TPF to finance its operations.

18. Capital Commitments

2019/2020 | 2018/2019
KICC - Prefab 500,000,000 0
Lake Naivasha Waterfront 300,000,000 0
Nairobi National Park Programme 300,000,000 0
War Room and Recovery Strategy 35,000,000 0
Global PR 200,000,000 0
Total 1,335,000,000
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Appendix 1: Progress on Follow up of Auditor Recommendations

This is the first TPF Financial Year in operation hence there are no prior issues raised by the external auditor
Appendix II: Projects Implemented by The Entity

TPF doesn’t have Projects being Funded by development partners

Appendix III: Inter Entity Transfers

Entity Name: _ Tourism Promotion Fund

Break down of Transfers from the Kenya Airports Authority

Direct Payments Bank Statement Amount Indicate the FY to which

Date (Kshs) the amounts relate

1 Kenya Airports | 14™ Jan 2020 66,100,202.89 2019/2020
Authority

2 | Kenya Airports | 9" Mar 2020 1,344,203,744.00 2019/2020
Authority

3 | Kenya Airports | 10" Mar 2020 95,951,647.25 2019/2020
Authority

Total 1,506,255,594.14

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

e a2 20| CPA John Makona ("} ¢2(2e2\
Ag. Chief Executive Officer Ag. Head of Finance
Secretary to the Board ICPAK. No. 17796
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