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KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

REPORT OF THE DIRECTORS

The directors present their report together with the audited financial statements for the year ended 30 September 2005.

ACTIVITIES

The company is a micro finance institution which provides working capital loans to self help groups.  It derives its income from interest earned on the loans advanced.

RESULTS FOR THE YEAR



     Sh

Profit before taxation
55,403,103

Taxation credit
7,298,325


_________

Net profit for the year transferred

to general reserve
62,701,428


========

DIVIDENDS

The directors do not recommend the payment of a dividend.

DIRECTORS

The present membership of the board is set out on page 2.  

Mrs. Jemimah Gichangi Muturi and Ms Kathure Mwenda retire by rotation in accordance with Article 28 of the Company’s Articles of Association and, being eligible, offer themselves for re-election.

AUDITORS

Deloitte & Touche, having expressed their willingness, continue in office in accordance with Section 159(2) of the Companies Act.

BY ORDER OF THE BOARD

Secretary

Nairobi

                                               2006

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

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

The directors accept responsibility for the annual financial statements, which have been prepared using appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity with International Financial Reporting Standards and in the manner required by the Kenya Companies Act.  The directors are of the opinion that the financial statements give a true and fair view of the state of the financial affairs of the company and of its operating results.  The directors further accept responsibility for the maintenance of accounting records which may be relied upon in the preparation of financial statements, as well as adequate systems of internal financial control.

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

___________________________




__________________________

Director







Director

                                  2006

INDEPENDENT AUDITORS’ REPORT

TO THE MEMBERS OF KENYA AGENCY FOR DEVELOPMENT OF
ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

We have audited the financial statements on pages 6 to 19 for the year ended 30 September 2005 and have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

Respective responsibilities of directors and auditors

As described on page 4, the directors are responsible for the preparation of the financial statements.  Our responsibility is to express an opinion on those financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing.  Those standards require that we plan and perform the audit to obtain reasonable assurance as to whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by the directors, and evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, proper books of account have been kept by the company and the financial statements, which are in agreement therewith, give a true and fair view of the state of affairs of the company at 30 September 2005 and of its profit and cash flows for the year then ended in accordance with International Financial Reporting Standards and comply with the Kenyan Companies Act.





2006

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

INCOME STATEMENT

FOR THE YEAR ENDED 30 SEPTEMBER 2005




2005
2004



Note
Sh   
Sh   

INTEREST RECEIVABLE ON LOANS

56,919,037
25,782,913

OTHER OPERATING INCOME
2
7,398,394
5,145,602




__________
__________




64,317,431
30,928,515

OPERATING EXPENSES
3
(84,453,810)
(62,590,793)




__________
__________

OPERATING LOSS

(20,136,379)
(31,662,278)

GRANTS RECEIVABLE
5
79,730,860
52,054,944

FINANCE COSTS - NET
6
(4,191,378)
(2,741,974)




__________
__________

PROFIT BEFORE TAXATION

55,403,103
17,650,692

TAXATION CREDIT
7
7,298,325
11,198,948




__________
__________

NET PROFIT FOR THE YEAR

62,701,428
28,849,640




=========
=========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

BALANCE SHEET

30 SEPTEMBER 2005




2005
2004



Note
Sh
Sh

ASSETS

Non-current assets

Equipment
8
10,214,477
11,517,605

Deferred tax asset
9
24,153,362
16,855,037




__________
_________




34,367,839
28,372,642




__________
_________

Current assets

Loans to self help groups
10
158,871,803
113,416,629

Other receivables
11
1,793,812
1,197,290

Fixed deposits
12
50,927,306
47,554,889

Treasury bills
13
43,243,138
-   

Cash and bank balances

61,617,753
38,796,429




__________
_________




316,453,812
200,965,237




__________
_________

Total assets

350,821,651
229,337,879




=========
========

EQUITY AND LIABILITIES

Capital and reserves

Share capital
14
17,182,800
12,182,800

Share premium

47,132,800
12,132,800 

Loan fund capital

67,064,973
44,289,187

Self-insurance fund

5,257,128
2,592,610

General reserve

12,718,261
12,792,619




__________
_________




149,355,962
83,990,016




__________
_________

Non-current liabilities

Borrowings
15
21,136,426
18,050,000 




__________
_________

Current liabilities

Borrowings
15
65,347,721
45,370,949

Self help groups’ savings
16
111,998,394
76,699,110

Staff gratuity
17
1,084,721
2,209,613

Other payables
18
1,898,427
3,018,191




__________
_________




180,329,263
127,297,863




__________
_________

Total equity and liabilities

350,821,651
229,337,879




=========
========

The financial statements on pages 6 to 19 were approved by the board of directors on                           2006

and were signed on its behalf by:





)





)Directors





)

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 SEPTEMBER 2005

	
	
	Loan
	Self-
	
	

	Share
	Share
	fund
	insurance
	General
	

	capital
	premium
	capital
	fund
	reserve
	Total

	Sh
	Sh
	Sh
	Sh
	Sh
	Sh


At 1 October 2003
12,182,800
12,132,800
11,410,000
1,088,913
16,822,166
53,636,679

Increase in self 

insurance fund in the year
-   
-   
-   
1,503,697
-   
1,503,697

Net profit for the year
-   
-   
-   
-   
28,849,640
28,849,640

Transfer to loan fund capital
-    
-    
32,879,187
-   
(32,879,187)
-    



_________
_________
_________
_________
_________
_________

At 30 September 2004
12,182,800
12,132,800
44,289,187
2,592,610
12,792,619
83,990,016



========
========
========
========
========
========

At 1 October 2004
12,182,800
12,132,800
44,289,187
2,592,610
12,792,619
83,990,016

Issue of ordinary shares
5,000,000
35,000,000
(40,000,000)
-   
-   
-   

Increase in self insurance

fund in the year
-   
-   
-   
2,664,518
-   
2,664,518

Net profit for the year
-   
-   
-     
-   
62,701,428
62,701,428

Transfer to loan fund capital
-   
-   
62,775,786
-   
(62,775,786)
-   



_________
__________
__________
_________
_________
__________

At 30 September 2005
17,182,800
47,132,800
67,064,973
5,257,128
12,718,261
149,355,962



========
========
========
========
========
========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

CASH FLOW STATEMENT

FOR THE YEAR ENDED 30 SEPTEMBER 2005









           2005

 2004










Sh 

    Sh

OPERATING ACTIVITIES

Net cash used in operating activities
19(a)
(24,494,786)
(38,528,370)

Interest paid

(6,976,707)
(2,824,018)

Interest received

1,157,095
82,044



___________
_________

NET CASH USED IN OPERATING ACTIVITIES

(30,314,398)
(41,270,344)



___________
_________

INVESTING ACTIVITIES

Purchase of equipment

(3,314,153)
(12,273,480)

Fixed deposits placed

(3,372,417)
(47,554,889)

Purchase of treasury bills

(42,971,766)
-   



___________
_________

NET CASH USED IN INVESTING ACTIVITIES

(49,658,336)
(59,828,369)



___________
_________

FINANCING ACTIVITIES

Loans received

70,290,125
18,050,000

Loan repaid

(16,517,858)
-   

Grants received

79,730,860
52,054,944



_________
_________

NET CASH GENERATED FROM FINANCING

     ACTIVITIES

133,503,127
70,104,944



_________
_________

INCREASE/(DECREASE) IN CASH AND CASH

EQUIVALENTS

53,530,393
(30,993,769)

CASH AND CASH EQUIVALENTS AT 

BEGINNING OF THE YEAR

(6,574,520)
24,419,249 



_________
__________

CASH AND CASH EQUIVALENTS AT

END OF THE YEAR
19(b)
46,955,873
(6,574,520)



========
========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2005

1 ACCOUNTING POLICIES

The financial statements are prepared in accordance with International Financial Reporting Standards.  The principle accounting policies adopted in the preparation of these financial statements remain unchanged from the previous period and are set out below.

Basis of preparation

The financial statements are prepared under the historical cost convention. 

Revenue recognition

Interest earned on loans to self help groups is recognised on an accrual basis.

Grant income

Grants are recognised on a receipts basis or when firm commitment has been received from the donor.

Loan fund capital

A reserve transfer is made annually from general reserves to loan fund capital reserve in respect of grants received for disbursement.

Equipment

Equipment is stated at cost less accumulated depreciation.

Depreciation

Depreciation is calculated to write off the cost of equipment in equal annual instalments over their estimated useful lives.  The annual rates in use are:

Motor vehicles
25%

Computers 
30%

Furniture, fittings and equipment
12.5%

Financial instruments

Financial assets and financial liabilities are recognised on the company’s balance sheet when the company has become a party to the contractual provisions of the instrument.

Loans and receivables originated by the company

Loans and receivables are carried at anticipated realisable value.  An estimate is made for doubtful receivables based on the review of all outstanding amounts at the year end.  Bad debts are written off when all reasonable steps to recover them have failed.

Payables

Payables are stated at their nominal value.


Borrowings

Interest-bearing loans and bank overdrafts are recorded at the proceeds received, net of direct issue costs. Finance charges, including premiums payable on settlement or redemption, are accounted for on an accrual basis and are added to the carrying amount of the instrument to the extent that they are not settled in the period in which they arise.  Borrowing costs are charged to the income statement when incurred.

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1
ACCOUNTING POLICIES (Continued)

Treasury bills

Investments in treasury bills are stated at the face value less the unearned discount on purchase.  Discount on purchase is allocated on a straight line basis over the period to maturity.

Self-insurance fund

This fund relates to amounts contributed by self help groups with loans that are less than Sh 100,000 to cater for any defaults occasioned by death or permanent disability during the currency of these loans as they are not covered by an external insurance cover.

Foreign currencies

Transactions during the year in foreign currencies are translated at the rates ruling at the dates of the transactions.  Assets and liabilities denominated in foreign currencies at the end of the year are translated at the rates of exchange ruling at the balance sheet date.  Gains and losses on exchange are dealt with in the income statement in the year in which they arise.

Bad and doubtful debts

Specific provisions are made against loans to self help groups and other receivables when, in the opinion of the directors, recovery is doubtful.  In addition, general provisions are maintained based on management’s evaluation of the portfolio of loans to self help groups and other exposures in respect of losses which, although not specifically identified, are known from experience to be present in any such portfolio. 

When a loan is deemed uncollectable it is written off against the related bad debt provision. Subsequent recoveries of loans that have been written off are credited to the income statement.

Taxation

Current taxation is provided on the basis of the results for the year as shown in the financial statements, adjusted in accordance with the tax legislation.

Deferred tax is provided using the liability method for all temporary differences arising between the tax base of the assets and liabilities and their carrying values for financial reporting purposes.  Currently enacted tax rates are used to determine deferred income tax. 

A deferred tax asset is recognised to the extent that future taxable profits will be available against which unused tax credits can be utilized.

Cash and cash equivalents

For purposes of the cash flow statement, cash and cash equivalents comprise of cash in hand and short term liquid investments which are readily convertible into known amounts of cash and which were within three months of maturity when acquired, less advances from the banks repayable within three months from the dates of the advance.

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1
ACCOUNTING POLICIES (Continued)

Retirement benefit obligations

The company contributes to the statutory National Social Security Fund (NSSF) registered under the National Social Security Fund Act.  The company’s obligations under the scheme are limited to Sh 200 per employee per month.  The company’s contributions are charged to the income statement in the year to which they relate.

The company operates a staff gratuity scheme for all its employees.  The scheme is administered by the company and is funded by contributions from the company. The service gratuity is provided for in the financial statements as it accrues to each employee.

Staff are entitled to their portion of gratuity on completion of each one year contract or on resignation.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee.  All other leases are classified as operating leases. Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

Impairment

At each balance sheet date, the company reviews the carrying amounts of its assets to determine whether there is any indication that those assets have suffered an impairment loss.  If any such indication exists, the asset’s recoverable amount of the asset is estimated and an impairment loss is recognized in the income statement whenever the carrying amount of the asset exceeds its recoverable amount.

  2005


  2004









     Sh  


    Sh  

2
OTHER OPERATING INCOME


Sale of loan forms

4,354,235
2,289,066


Other income

1,067,139
230,317


Registration fee

1,010,458
1,219,575


Sale of pass books

966,562
1,406,644




_________
_________




7,398,394
5,145,602


========
========

3
OPERATING EXPENSES

Staff costs (note 4)

51,511,988
37,657,101


Office supplies

4,795,485
3,750,051


Depreciation

4,540,141
4,033,771


Traveling costs

4,466,370
3,276,028


Occupancy costs

4,194,944
3,855,618


Provision for doubtful loans

4,045,485
253,493


Bank charges 

3,100,189
1,817,505


Communication

3,085,576
2,394,880


Outreach and promotion

1,798,468
2,057,613


Motor vehicle expenses

781,784
658,276 


Repairs and maintenance

631,842
773,172


Other expenses

588,834
736,224


Audit fee - current

526,180
399,040


             - prior year

-   
(30,040) 


Professional fees

287,899
842,226


Subscriptions

98,625
115,835 




_________
_________




84,453,810
62,590,793


========
========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)




2005
2004





Sh
Sh

4
STAFF COSTS

Salaries and wages

46,373,964
30,367,943

Staff gratuity

4,226,721
3,329,361

Staff training

2,636,559
498,585

Staff welfare

716,846
778,310

NSSF contributions

147,200
93,600

Staff leave pay provision

(2,589,302)
2,589,302




_______________
________________




51,511,988
37,657,101




==============
==============

5
GRANTS RECEIVABLE

a) Analysis by donor

World Vision Kenya

76,122,608
49,113,444

World Vision Japan

1,828,125
-   

World Vision Canada

1,504,127
-   

Others

276,000
-   

Cordaid

-   
2,941,500



_______________
_______________



79,730,860
52,054,944



=============
==============

b) Analysis by purpose

Loan fund grant

62,775,786
32,879,187

Fixed assets grant

7,208,874
6,416,754

Operating grant

9,746,200
12,759,003



__________
__________



79,730,860
52,054,944



=========
=========

6
FINANCE COSTS - NET


Interest payable on borrowings 

7,792,566
2,824,018


Interest receivable on fixed deposit

(3,329,815)
(82,044)


Interest receivable on treasury bills

(271,373)
-   



_______________
______________



4,191,378
2,741,974 



=============
=============

7
TAXATION

(a) Tax credit

Current taxation based on adjusted 

profit for the year at 30%

-   
-   

Deferred tax credit (note 9)  
- current
(7,298,325)
(10,321,276)


   - prior year
-   
(877,672) 



_______________
________________



(7,298,325)
(11,198,948)



==============
==============

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

7
TAXATION (Continued)

(b) Reconciliation of expected tax based

on accounting profit to tax expense

Accounting profit before taxation

55,403,103
17,650,692



==============
==============

Tax at the applicable rate of 30%

16,620,931
5,295,208

Tax effect of income not taxable

(23,919,256)
(15,616,484)

Prior year adjustment

-   
(877,672) 



________________
________________



(7,298,325)
(11,198,948)



===============
===============

At 30 September 2005, the company had tax losses amounting to Sh 80,511,208 (2004 – Sh 50,376,509) to be carried forward for offset against future profits.

8
EQUIPMENT


Motor  

Furniture


vehicles
Computers
and fittings
Equipment
Total


   Sh
     Sh
    Sh
    Sh
   Sh

COST

At 1 October 2003
2,311,190
1,701,809
1,056,159
572,298
5,641,456

Additions
1,624,100
5,741,004
2,810,818
2,097,557
12,273,480


________
________
________
________
_________

At 1 October 2004
3,935,290
7,442,813
3,866,978
2,669,855
17,914,936

Additions
1,090,000
1,256,860
947,303
19,990
3,314,153

Disposals
-   
(110,200)
-   
-   
(110,200)


________
________
________
________
_________

At 30 September 2005
5,025,290
8,589,473
4,814,281
2,689,845
21,118,889


________
________
________
________
_________

DEPRECIATION

At 1 October 2003
1,120,417
857,102
246,314
139,727
2,363,560

Charge for the year
983,823
2,232,844
483,372
333,732
4,033,771


_________
________
________
________
_________

At 1 October 2004
2,104,240
3,089,946
729,686
473,459
6,397,331

Charge for the year
1,256,323
2,345,802
601,785
336,231
4,540,141

Eliminated on disposal
-   
(33,060)
-   
-   
(33,060)


_________
________
________
________
_________

At 30 September 2005
3,360,563
5,402,688
1,331,471
809,690
10,904,412


_________
________
________
________
_________

NET BOOK VALUE

At 30 September 2005
1,664,727
3,186,785
3,482,810
1,880,155
10,214,477


========
========
========
========
=========

At 30 September 2004
1,831,050
4,352,867
3,137,292
2,196,396
11,517,605


========
========
========
========
=========

Included in motor vehicles are two motor cycles whose log books are in the name of World Vision Kenya.

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

9
DEFERRED TAX ASSET

Deferred income taxes are calculated on all temporary differences under the liability method using the current tax rate of 30%.  The deferred tax asset is made up of:








2005


2004








  Sh


   Sh

Excess of depreciation over capital allowances
591,521
201,107

Tax losses available for future relief

21,588,390
15,168,404

Leave pay provision

-   
388,253

Provision for doubtful loans

1,648,035
434,389

Gratuity provision

325,416
662,884



______________
_____________



24,153,362
16,855,037



============
===========

The movement on the deferred income tax

account is as follows:

Balance at beginning of the year

16,855,037
5,656,089 

Income statement credit (note 7(a)) 
- current

7,298,325
10,321,276


- prior year
-   
877,672 



_____________
_____________



24,153,362
16,855,037



===========
============




2005
2004





Sh
Sh

10
LOANS TO SELF HELP GROUPS

Loans to self help groups

164,365,253
114,864,594

Less:  provision for doubtful loans

(5,493,450)
(1,447,965)



_______________
_______________



158,871,803
113,416,629



=============
=============

The effective interest rate on the loans was 22.7% (2004 – 20%).  All the loans are issued for periods ranging from six to twelve months.








2005


2004








  Sh


   Sh

11
OTHER RECEIVABLES

Prepayments

1,438,662
934,394

Staff advances

271,000
262,896

Insurance claims receivable

84,150
-   



_________
________



1,793,812
1,197,290



========
=======

12
FIXED DEPOSITS

Standard Chartered Bank Kenya Limited

50,927,306
47,554,889 



=========
========

The fixed deposit earned interest at an effective rate of 6.5% (2004 – 0.5%) per annum.  The deposit is used as security for the bank overdraft (see note 15). 

The fixed deposit was placed for a one year period maturing on 4 February 2006.

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)








2005


2004








  Sh


   Sh

13
TREASURY BILLS

Face value
44,600,000
-   

Unearned discount
(1,356,862)
-   


_________
_________

Maturing within one year
43,243,138
-   


========
========


The average interest rate was 9%.

14
SHARE CAPITAL

Authorised:

250,000 ordinary shares of Sh 100 each

25,000,000
25,000,000



========
========

Issued and fully paid:

171,828 (2004 – 121,828) ordinary shares

 of Sh 100 each

17,182,800
12,182,800



========
========

The movement in issued and fully paid up shares is summarized as follows:








2005


2004








  No.


   No.

Number of shares at 1 October 

121,828
121,828

Shares issued in the year

50,000
-   



_______
______

Number of shares at 30 September

171,828
121,828



======
======

By an ordinary resolution passed at the Annual General Meeting held on 4 July 2005 it was resolved that Sh 40,000,000 being part of the loan fund capital be capitalized by the issue of 50,000 ordinary shares of Sh 100 each at a price of Sh 800.  The difference between the nominal value and the issue price has been transferred to share premium.








2005


2004








  Sh


   Sh

15
BORROWINGS

Bank overdraft
14,661,880
45,370,949

Loans 
71,822,267
18,050,000
_________
_________


86,484,147
63,420,949


========
=======

Maturity analysis:

On demand or within one year
65,347,721
45,370,949

After one year
21,136,426
18,050,000


_________
_________


86,484,147
63,420,949


========
========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

15
BORROWINGS (Continued)

The carrying amounts of the company’s borrowings are denominated in the following currencies:

	
	Ksh
	      USD
	    Euro
	       Total


30 September 2005

Bank overdraft
14,661,880
-   
-   
14,661,880

Loans from donors
33,482,142
20,290,125
18,050,000
71,822,267


__________
__________
__________
_________


48,144,022
20,290,125
18,050,000
86,484,147


=========
=========
=========
========

30 September 2004

Bank overdraft
45,370,949
-   
-   
45,370,949

Loans from donors
-   
-   
18,050,000
18,050,000


__________
__________
__________
_________


45,370,949
-   
18,050,000
63,420,949


=========
=========
=========
========

The average interest rates paid were as follows:




2005
2004

Bank overdrafts


10.25%
8.75%




======
======

Loans from donors


7.7%
8.6%




======
======

The bank overdraft is with Standard Chartered Bank Kenya Limited and is secured by a fixed deposit with the same bank (see note 12).  It is repayable on demand.

The company has 3 principal loans:

a. A loan from Cordaid Sh 18,050,000 (2004 – Sh 18,050,000). The loan is for Euro 200,000 and was raised on 3 October 2003. No repayment was due as at year-end. The loan is secured by a first lien over the loan portfolio (loans to self help groups) without any arrears worth 100% of the loan amount. The effective interest rate as at 30 September 2005 was 9.04% (2004 - 8.6%).

b. A loan from VisionFund International of Sh 20,290,125 (2004 – nil). The loan is for USD 270,560 and was advanced on 16 August 2005. It is unsecured and interest free. The repayment is negotiable in the 3rd month following disbursement.

c. A loan from Jitegemee Trust Limited, denominated in Kenya Shillings of Sh 33,482,142 (2004 – nil) is secured by a fixed and floating debenture over the assets of the company of Sh 50,000,000. The effective interest rate as at 30 September 2005 was 7%.

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)

16
SELF HELP GROUPS’ SAVINGS

The savings represents amount deposited by the self help groups as collateral for loans advanced to them.  The savings are non interest bearing.








2005


2004








  Sh


   Sh

17
STAFF GRATUITY


At the beginning of the year

2,209,613
587,289


Cash payments

(2,209,613)
(587,289)


Income statement charge

1,084,721
2,209,613




_________
_________


At the end of the year

1,084,721
2,209,613




========
========

18
OTHER PAYABLES

Other payables and accruals


1,082,567
947,864

Staff leave provision

-   
1,085,076
Staff leave allowances

-   
209,100

Interest payable

815,860
776,151



_________
_________



1,898,427
3,018,191



========
========

19
NOTES TO THE CASH FLOW STATEMENT

(a)
Reconciliation of operating loss to net


cash used in operations

Operating loss

(20,136,379)
(31,662,278)

Adjustments:

Depreciation 

4,540,141
4,033,771

Loss on disposal of equipment

77,140
-   




__________
__________

Operating loss before working capital changes
(15,519,098)
(27,628,507)

Increase in loans to self help groups
(45,455,174)
(67,725,959)

(Increase)/decrease in other receivables
(596,522)
1,026,164

Movement in related party balances
-   
3,037,695

Increase in self help groups savings
35,299,284
48,020,834

(Decrease)/increase in other payables
(2,244,656)
3,237,706

Increase in self-insurance fund

2,664,518
1,503,697

Increase in unearned discount on Treasury bills
1,356,862
-   




_________
_________

Net cash used in operations

(24,494,786)
(38,528,370)



========
========

KENYA AGENCY FOR DEVELOPMENT OF

ENTERPRISES AND TECHNOLOGY (KADET) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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19
NOTES TO THE CASH FLOW STATEMENT (Continued)


(b)
Analysis of cash and cash equivalents

Cash and bank balances

61,617,753
38,796,429

Bank overdraft

(14,661,880)
(45,370,949)




_________
_________



46,955,873
(6,574,520)



========
========

20
OPERATING LEASE COMMITMENTS

Minimum payments under operating leases

recognised in the income statement for the year
2,697,902
2,288,332



=======
=======

At the balance sheet date, the company had the

following lease payments committed under 

non cancellable operating leases

Within one year

3,537,414
1,955,224

Between two to five years

10,558,428
3,647,730

Over five years

969,209
39,528




_________
________



15,065,051
5,642,482



========
=======

21
CAPITAL COMMITMENTS

Authorised but not contracted for
-   
8,000,000



=======
=======

22
RELATED PARTY BALANCES AND TRANSACTIONS

Grants received from donors are first remitted to World Vision Kenya, which is the company’s parent company, and they are then remitted to the company.








2005


2004








  Sh


  Sh

During the year, transactions with

World Vision Kenya were as follows:

Grants for operations

9,746,200
12,759,003

Loan received

20,290,125
-   




========
========

23
INCORPORATION

The company is incorporated in Kenya under the Companies Act.  It is a wholly owned subsidiary of World Vision Kenya, an international NGO.

24
CURRENCY

The financial statements are presented in Kenya Shillings (Sh).
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