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3. STATEMENT OF PERFORMANCE AGAINST NAKURU COUNTY ASSEMBLY'S

OBJECTIVES

The Nakuru County Assembly Car Loan and Mortgage Scheme Fund has in a large extent achieved
its intended purpose and objectives. To this extend all the Mernbers of County Assembly have
accessed the facility on priority basis since their pcriod in the Assernbly is lirnited to the tenn they
are in Office.

The Fund has also covered a bigger percentage of Mernbers of Staff with preference ro those wrth
few years remaining in service. The Fund is yet to cover all the Staff Members and Management
is endeavouring to allocate additronal seed capital to the Fund so as to cover all the Members of
Staff in future.



For the

4. RE

The Fi
year 2
lntcrnat
Stand

The C
the da
supervl
the lo
ln-case

I jointty

The to
had b
r ncreas
Treas

The C
mortga
mcmb
posrtlv
f'undin

THE FUND ADMINISTRATOR
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ector Accounting Standards (tPSAS) as prescribed by the Public Sector Accounting
Kenya

bly Service Board entered into an agreement with Family Bank Limited to run

inistration of the Fund on behalf of the Board. The Board keeps a closer
ank and has to approve any amount being disbursed for adequate checks. All

ursed are secured and an insurance cover is there to cushion the Assembly just
tuality. To further safeguard the funds, the properties are always charged and

tween the Board and the beneficiary.
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, the Assembly in every financial year endeavors to appropriate additional
in order to benefit the remaining Members of Staff
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5. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section I67 ofthe Public Finance Managernent Act, 2012 requires that, at the end ofeach financial
year, the Administrator of a County Public Fund established by County Assembly of Nakuru Car
Loan and Mortgage Scheme Fund Regulations, 2016 shall prepare financial statements for the of
Nakuru County Assembly Car Loan and Mortgage Fund in accordance with the stanclards and
formats prescribed by the Public Sector Accounting Standards Board.

The Administrator of the County Assembly of Nakuru Car Loan and Mortgage Scheme Fund is
responsible for the preparation and presentation of the ofNakuru County Assembly Car Loan and
Mortgage Fund financial statements, which give a trxe and fair view of the state of affairs of the of
Nakuru County Assembly Car Loan and Mortgage Fund for and as at the end of the financial year
ended on June 30, 2019. This responsibility includes:

(i) Maintaining adequate financial management arrangements and ensuring that these
continue to be effective throughout the reporting period;

(ii) Maintaining proper account ting records, which disclose with reasonable accuracy at any
time the financial position of the of Nakuru County Assembly Car Loan and Mortgage
Fund;

(iiD Designing, implementing and maintaining intemal controls relevant to the prcparation
and fair presentation of the financial statements, and ensuring that they are free from
material misstatements, whether due to error or fraud;

(iv) Safeguarding the assets of the of Nakuru County Assembly Car l.oan and Mortgage
Fund;

(v) Selecting and applying appropriate accounting policies; and
(vi) Making accounting estimates that are reasonable in the circumstances.

The Administratorof the County Assenrbly of Nakuru Car Loan and Mortgage scheme Fund accepts
responsibility for the ofNakuru Car Loan and Mortgage Fund financial statements, which havc been
prepared using appropriate accounting policies supportcd by reasonable and prudcnt judgernents and
estimates, in conformity with Intemational Public Sector Accounting Standards (IPSAS), and in the
manner required by the PFM Act,2012 and County Assembly of Nakuru Car Loan and Mortgage
Scheme Fund Regulations, 2016. The Fund Administrztor is of the opinion that the of Nakuru
County Assembly Car Loan and Mortgage Fund financial statements give a true and fair view of
the state of Fund's transactions during the financial year ended June 30, 2019, and of the Fund's
financial position as at that date. The Administrator furtl'rer confimr the completeness of the
accounting records maintained for the Fund, which have been relied upon in the preparatiorr ofthe
of Nakuru County Assembly Car Loan and Mortgagc Fund financial staten]ents as wcll as the
adequacy of the systems of intemal financial contrnl.

In preparing the financral statements, the Adnrinisrrator of thc County Asscnrbly of Nakuru Car
Loan and Mortgage Scheme Fund has assessed the of Nakuru County Assenrbly Car Loan and
Mortgage Fund's ability to continue as a going concem and disclosed, as applicable, mattcrs relating
to the use ofgoing concem basis ofpreparation of tlre firrancial statements. Nothing lras conte to the
attention of the Administrator to indicate that the Fund will not rentain a going conccrn for at least
the next twelvc months frorn the date of dris stiltcutcrlt.

I
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Disclalmbr of Opinion
I

I have at{ited the accompanying financial statements of County Assembly of Nakuru
Car Lmrland Mortgage Fund set out on pages 1 to 25 which comprise the statement
of financill position as at 30 June, 2019, and the statement of financial performance,
statemert of changes in net assets, statement of cash flows and the statement of
compari$n of budget and actual amounts for the year then ended, and a summary of
significa{t accounting policies and other explanatory information in accordance with
the provilions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Acl 201s.

I do not
the signii
of my rel
provide {

EPORT OF THE AUDITOR.GENERAL ON COUNTY ASSEMBLY OF NAKURU
AR LO AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORTION THE FINANCIAL STATEMENTS

!rpr".. an opinion on the accompanying financial statements. Because of
fcance of the matters described in the Basis for Disclaimer of Opinion section
port, I have not been able to obtain sufficient appropriate audit evidence to
I basis for an audit opinion on these financial statements.

I

Basis fdr Disclaimer of Opinion

1.0 lrregular Merging of Funds

The finahcial statements provided for audit is a consolidation of two (2) Funds without
approva of the County Assembly. The County Assembly passed two separate

ns, thereby creating Car Loan Fund and a Mortgage Fund. However,Regula
Manag
approv
disclos

ent prepared one financial statement combining the two funds without
from the County Assembly. This fails to enhance completeness and
as per the requirement of lnternational Public Sector Accounting Standards

No.1 on presentation of the financial statements

es suct{ the financial statements do not comply with the requirements of lnternalional
Public $ector Accounting Standards No.1 on presentation and its accuracy and
compb$ness could not be confirmed.

I
2.0 Eriors in the Annual Reports and Financial Statements

I
The anflual reports and the financial statements prepared and presented for audit had
the bfl[wing anomalies contrary to the format prescribed by the Public Sector
Accu.rrfing Standard Board (PSASB):

Report L 'he Auditor-General on County Assembly of Nakuru Car Loan and Mortgage Fundfor the year ended
30runc.10te



2.1 The annual report and financial statements have not incorporated the board of
trustees, boardlfund chairperson's report, corporate governance statement,
management discussion and analysis, corporate social responsibility
statemenusustainability reporting and report of the trustees as required by
reporting template;

2.2 The statements of managements responsibilities on page vii refers to County
Assembly of Nakuru Car Loan and Mortgage Scheme Fund Regulation,2016
instead of the Public Finance County Assembly of Nakuru Car Loan (Members)
Scheme Fund Regulations,2018 and the Public Finance County Assembly of
Nakuru Mortgage (Members) Scheme Fund Regulations, 2018;

2.3 The statement of cash flows has not indicated notes for proceeds from loan
principal repayments and loan disbursements paid out;

Consequently, the financial statements as presented do not comply with lnternational
Public Sector Accounting Standard No.'l on presentation of financial statements and
the guidelines and format prescribed by the PSASB.

3.0 lnaccuracy of Comparative Figures

The comparative figures in the financial statements differed from the last year audited
figures as detailed below;

3.1 The statement of financial position reflects comparative current portion of long-
term receivables from exchange transactions of Kshs. 109,340,256 while the
201712018 financial statement reflect Kshs.109,087,309 resulting to an
unreconciled nor explained variance of kshs.252,947;

3.2 The statement of financial position reflects comparative long-term receivables
from exchange transactions of Kshs.316,040,316 while the 201712018 financial
statement reflect Kshs.316,293,263 resulting to an unreconciled nor explained
variance of Kshs.252,947.

Consequently, the accuracy and completeness of the stated comparative figures
included in the financial statements for the year ended 30 June, 2019 could not be
confirmed.

4.0 Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues nor given any explanation for failure to
adhere to the provisions of the Public Sector Accounting Standards Board templates
and The National Treasury's Circular reference No PSASB/1/12(44) of
25 June,2019.

RePort of the Auditor-General on Coung' Assembly of Nakuru Cor Loqn and Mortgage Fundlor the year ended
30 June, 2019
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REPORT PN LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
nEsouncEs

Conclusion

I po not express a conclusion on the laMulness and effectiveness in the use of public
rEsources es required by Article 229(6) of the Constitution. Because of the significance
of the mat(ers described in the Basis for Disclaimer of Opinion and Conclusion on
LbMulness and Effectiveness in Use of Public Resources sections of my report, I have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
aUdit conclusion.

Basis for Conclusion

Non-Remittance of Fringe Benefit Tax

trhe statement of financial positions reflects current portion of long{erm receivables
f{om exchlnge transactions of Kshs. 109,952,380 and long{erm receivables from
dxchange tansactions of Kshs.355,588,202 as disclosed under Note 6 to the financial
datements. The balances relate to low interest loans granted to employees and

Qounty Assembly members at the rate of 3%. However, during the year under review,
t(rere was no evidence that the management had deducted and remitted fringe benefit
ttx to Kerrya Revenue Authority contrary to the provisions of Section 12B of the
lhcome Tax Act.

to this extbnt, the Fund is in breach of the law

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Co nc lus ion

ll do not lexpress a conclusion on the effectiveness of internal controls, risk

fianageme nt and overall governance as required by Section 7(1)(a) of the Public
,dudit Act, p015. Because of the significance of the matters described in the Basis for

fisctaimel of Opinion and Conclusion of lnternal Controls, Risk Management and
Sovernan{e sections of my report, I have not been able to obtain sufficient appropriate

{udit evid{nce to provide a basis for my audit conclusion.

Basis for bonclusion

Lack of Flre and Risk Management Policy

puring the audit, it was noted that the Fund does not have a fire and risk management
$trategy contrary to Section 158 (1)(a) and (b) of the Public Finance Management
(County Government) Regulations, 2015 which requires the accounting officer to
flevelop risk management strategies, which include fraud prevention mechanism and
lnternal cqntrols that builds robust business operations.

fieport ofthelAuditor-General on County Assembly of Nakuru Cqr Loan and Mortgage Fund /or the year ended

lo Lune. 20tl
tt 3



Under the circumstances, the Fund's risk management strategies for the year under
review could not be ascertained.

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the going concern 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.

ln 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 stalements
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 Fund's financial
reporting process, reviewing the effectiveness of how the Fund monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in
relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the Fund's financial statements in
accordance with lnternational Standards of Supreme Audit lnstitutions (lSSAls) 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. However, because of the matters described in
the Basis for Disclaimer of Opinion sections of my report, lwas not able to obtain
sufficient appropriate audit evidence to provide a basis for an audit opinion on these
financial statements.

ln addition, my responsibility is to express a conclusion about whether, in all material
respects, the activities, financial transactions and information reflected in the financial

Report o/the Auditor-Generql on County Assembly of Nakuru Car Loqn and Mortgage Fund for the year ended
30 June, 2019

4

Responsibilities of Management and those Charged with Governance
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2019

7.2. STATEMENT OF FINANCIAL POSITIONAS AT 30I'II JUNE 20I9

The accounting policies and explanatory noles to the

Fund Administrator
Joseph M. Malinda.

109,340,2-56

173,183,712

se financial statelnents lorm an integral part
rubly Ctrr Loan and lr4ortgage Schcrnc liund
2021 and, signed by:

of the financral statements. Thc Nakunr Courrtv Assc
financial statements wcre approved on l)f o L

m*,.
Director of Finance
Jane N. Waweru
ICPAK Mcnrber \o:7941

l

Ass€ts

Current assets

Cash and cash equivalents 5 t6,274,069 47,803,t40

109,952,380
6

a ents

Property Plant and Equipment

6
3 55,5 8 8,202 3 16,040,3 I 6

481 ,8 t 4,65 I

Intangible Assets
Portion of Long-term
receivables from exchange
transactions

Total Assets

Liabilities
Current Liabilities
Trade and other payables ftom
e qb4lge transactions

Employee benefi t obligations
ion of borroqrnSs

Provisions
Current

Non-current employee benefi t
obligation
Long term portion of
borrowings
Total Liahilities
Net Assets

Revolving Fund 457,t53,529 457 151 5)O

Reserves

24,661,122 16,030,I tt3Accumulated surplus

Total net assets and liahilities 481,814,65 r 473,183,7t2

(

r\'2017-2018
KI.]S I(ES1

lNotc l.-Y 201tt-20 l9

Current portion of long-term
receivables from exchange
transactions

Non-Current Assets

Non-Current Liabilities
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County Assembly of Nakuru
Car Loan and Mortgage Iiund
Reports and Financial Statements
For the year ended June 30,2019
7.4. STATEMENT OF CASHFLOWSFOR THE YEAR ENDED 301'H JUNE 2019

Receipts from other operating activities

Net cash flows from operating activities
Cash l-lows from investin actlvltres

Purchasc of property, plant, equipment
and intangible assets

Proceeds from sale ofproperty, plant and
ul me nt

Cash llorvs liom operating activities
Reccrpts

Public contributions and donations
I 133,868,01 3

7,s96,098
Transfers from the County Govemment
Interest received ) 9,137,1t3

l4t,464,tllTotal Receipts

3Fund administration expenses

General expenses

Payments

(439,863) ( 13,200.00)

(13,200.00)Total Payments

1

(439,863)

Adjusted For:
Decrease/(Increase) in accounts
rcceivable: (Outstanding Imprest)
Increase/(Decrease) in Accounts Payable
(deposits and retention)
'lirtal 8,697,249 141,450,91I

46,981,200Proceeds from loan principal repayments 94,348,680

Loan drsbursements paid out ( 134,s7s,000) (389,6s6,870)

Net cash flows used in investing activities (40,226,320) (342,67s,670)

Cash flolvs from financing activities
Proceeds liom revolving fund receipts

Additional borrowings

Ilepayment of borrowings

(31,s29,071) (201,224,159)

5
47,803,140 249,021,899

Net cash llows used in financing activities

Net increase/(decrease) in cash and cash
eq u ivalents

L'aslt rld easlt ciluir';tlcnts lt )" .lLrly,201li

Cash rnd crsh equivalents at 30 JUNE
16,271,069 47,803, t 40

l

iNote FY 2018j2019 I.t\'3017j?018

KESKES

9,137,r r3
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2019

7,6. SUMMARY OFSIGNIFICAN'I' ACCOUN'I'ING POLICIES

l. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
Intemational Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which rs the functional and reporting currency ofthe Fund. The
accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of histoncal cost. unless stated
otherwise. The cash flow statement is prepared using the direct ntethod. The financial
statements are prepared on accrual basis.

2. Adoption of new and reviscd stantlards

a) Relevant new standards and amendments to published standards cffective for the
year ended 30 June 2019

Effective datr and impact:

Applicable: 1"t January 2019

The objective to issue IPSAS 39 was to create convergence to
changes in IAS l9 Employee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to IAS 19. The
rnain objective is to ensure accurate information relating to pension
liabilities arising from the defined benefit scheme by doing away
with the corridor approach.

b) New and amcndcd standards and intcrpretations in issue but not yet effective in the
year ended 30 Junc 2019

c) Early adoption of standards

The Nakuru County Assernbly Car l-oan and Mortgage Scheutc Funtl did not early adopt
any new or amendcd standards in year 20I9.

t
I

Standard

IPSAS 39:
Employee
Benefits

Standard
IPSAS 40: Public
Sector
Combinations

Effective datc and inr act:
Applicable: l"t January 2019:
The standard covers public sector combinations arising fiorn
exchange transactions in which case they are treated sirr.rilarly with
IFRS 3(applicable to acquisitions only) Business cotnbinations and
combinations arising from non-exchange transactions which are
covered purely under Public Sector combinations as
amalgamations.
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OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

m non-exchange transactions with other govemment entities are measured at
recognized on obtaining control of the asset (cash, goods, services and

e transfer is free from conditions and it is probable that the economic benefits
tential related to the asset will flow to the Nakuru County Assembly Car Loan
e Scheme Fund and can be measured reliably.

e is accrued using the effective yield urethod. The effective yield discounts
cash receipts through the expected life of the financial assei to that asset's

ount. Thc method applies this yreld to the principal outstanding to determine
e each period

fo rnl ati0 n

dget for FY 2018/2019 was approved by the Counry Assembly on June, 2019.
visions or additional appropriations were made to the approved budget in
th specific approvals from the appropriate authorities. The additional
are added to the original budget by the Nakuru County Assembly Car Loan
Scheme !-und upon receiving the respective approvals in order to conclude

Ct

unty Assembly Car Loan and Mortgage Scheme Fund 's budget is prepared
t basis to the actual income and expenditure disclosed in the financial
e financial statements are prepared on accrual basis using a classification

nature of expenses in the statement of llnancial performance, whereas the
ared on a cash basis. The amounts in the financial statements were recast from
is to the cash basis and leclassrtied by presentation to be on the same basis as
udget. A comparison olbudget and actual amounts, prepared on a comparable
roved budget, is then presented in the statement ofcomparison ofbudget and

the Basis difference, adjustments to amounts in the financial statements are
differences in the formats and classification schemes adopted for the

the tinancial statements and the approved budget.

reconcile the actual amounts on a comparable basis included in the statement
o f budgct and actLral ar)rounls and tlte actuals as pcr the statetrent of financial
s bcen plcsentetl untlcr scction 7.5 ol thrise financial statenrcllts
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County Assembly of Nakuru
Car Loan and Mortgage F-und
Reports and Financial Statcments
For the year ended June 30,2019
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON'I'INU ED)

5, Property, plant and equipmcnt

AII property, plant and equipment are stated at cost less accurnulated depreciation ancl

impainnent losses. Cost includes expenditure that is dilcctly attrrbutablc to the acquisition
of the items. When significant parts of property, plant and equipment are lcquired to be
replaced at intervals, the Nakuru County Assembly Car Loan and Mortgage Scheme Fund
recognizes such parts as individual assets with specific useful lives and depreciates them
accordingly. Likewise, when a major inspection is performed, its cost is recognized in the
carrying amount ofthe plant and equipment as a replacement if the recognition criteria are
satisfied. All other repair and maintenance costs are recognized in surplus or deficit as

incurred. Where an asset is acquired in a non-exchange transactiol'r fbr nil or nominal
consideration the asset is initially measured at its fair valuc.

6. lntangible assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Intemally generated intangible assets,

excluding capitalized development costs, ale not capitalized and cxpenditure is reflected in
surplus or deficit in the period in rvhich the expenditure is incurcd.

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

7. Financialinstruments

Finoncial asscls

Inil ial recog n ilion a nd meas ureme nl

Financial assets within the scopc of IPSAS 29 Financial lnstruments: Recognition and
Measurement are classified as financial assets at fair value though surplus or deficit, loans
and receivables, held-to-marurity investments or available-for-sale financial assets, as
appropriate. The Nakuru County Assen.rbly Car Loan and Mortgage Scheme Fund
determines the classihcation of its financial assets at initial recognition.

Louns and recciytthlcs

Loans and receivables are non-derivative financial assets with llxed or deternrinable
payments that are not quoted in an active market. After initial measurernent, such financial
assets are subsequently measured at amortized cost using the effective interest rnethod, less
impainnent. Arnortized cosl is calculaled by taking into account any discount or premium
on acquisition and fees or costs that are an integral pafi of the effective interest rate. Losses
arising frorn irnpairment are recognized in the surplus or deficit.

N
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OF SIGNIFICANT ACCOUNI'ING POLICIES (CONTINUED)

uril!

ve financial assets with fixed or determinable payments and fixed maturities are

held to maturity when the County Assembly of Nakuru Car Loan and Mortgage
positive intention and ability to hold it to maturity. After initiat measurement,

rity investments are measured at amortized cost using the efi'ective interest
irnpainnent. Arnortized cost is calculated by taking into account any discount

on acquisition and fees or costs that are an integral part of the effective interest
ses arising from impairment are recognized in surplus or deficit.

ofJinancial assets

Assembly of Nakuru Car Loan and Mortgage Fund assesses at each reporting
there is objective evidence that a financial asset or an Nakuru County Assembly
Mortgage Scheme Fund of financial assets is impaired. A financial asset or an

ty Assembly Car Loan and Mortgage Scheme Fund of financial assets is

impaired if, and only it there is objective evidence of impairment as a result
events that has occurred after the initial recognition of the asset (an incurred

and that loss event has an impact on the estimated future cash flows of the
t or the Nakuru County Assembly Car Loan and Mortgage Scheme Fund of
s that can be reliably estimated. Evidence of impairment may include the

rcators

rs or an Nakuru County Assembly Car Loan and Mortgage Scheme Fund of
experiencing signiticant financial diffi culty

delinquency in interest or principal payments

biliry that debtors will enter bankruptcy or other financial reorganization

le data indicates a measurable decrease in estimated future cash flows (e.g.,

arrears or economic conditions thal correlate with defaults)

hilitias

ition arul nrcasurcnrcnl

ilities within the scope of IPSAS 29 are classified as financial liabilities at fair
surplus or deticit or loans and borrowings, as appropriate. The County

Nakuru Car Loan and Mortgage Fund detennines the classification of its
lities at initial recognition

liabilities are recognized initially at fair value and, in the case of loans and

lus directly anributable transaction costs.
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County Asscmbly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June -j0, 2019

After initial recognition, interest bearing loans and borrowings are subsequently measured
at amortized cost using the effective interest method. Gains and losses are recognized in
surplus or deficit when the liabilities are derecognized as well as through the effectivc
interest method amortization process.

Amortized cost is calculated by taking into account any discount or prcrniurn on acquisition
and fees or costs that are an integral part ofthe effective interest rate.
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O}- SICNIFICANT ACCOUN'I'ING POLICIES (CONTINUED)

cs

measured at cost upon initial recognition. To the extent that inventory was
ugh non-exchange transactions (for no cost or for a nominal cost), the cost of
is its fair value at the date of acquisition.

in bringing each product to its present location and conditions are accounted

als: purchase cost using the weighted average cost method

goods and work in progress: cost ofdirect materials and labour and aproportion
turing overheads based on the normal operating capacity, but excluding

costs

ognition, inventory is measured at the lower ofcost and net realizable value.
e extent that a class of inventory is distributed or deployed at no charge or for

e, that class of inventory is measured at the lower of cost and current

value is the estinlated selling price in the ordinary course of operations, less

costs of completion and the estimated costs necessary to make the sale,
distrrbution

recognized when the County Assembly of Nakuru Car Loan and Mortgage
sent obligation (legal or conslructive) as a result ofa past event, it is probable
w of resources embodying economic benefits or service potential will be

e the obligation and a reliable estimate can be made of the amount of the

nty Asselnbly ofNakuru Car Loan and Mortgage Fund expects some or all
to bc reimbursed, tbr example, under an insurance contract, the reimbursement
s a separate asset only when the reimbursement is virtually certaln

lating to any provision is presented in the statement of financial performance
ursol,)-lcnt
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statcme nts
For the year ended Junc 30,2019 tContingent I ia hil ities

The County Assembly of Nakuru Car Loan and Mortgage Fund does not recognize a
contingent liability, but discloses details of any contingencies in the notes to the financial
statements, unless the possibitity of an outflow of resources embodying economic benefits
or service potential is remote.

ll
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Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(ssels

Assembly of Nakuru Car Loan and Mortgage Fund does not recognize a

et, but discloses details of a possible asset whose existence is contingent on
ce or non-occurrence ofone or more uncertain future events not wholly within
f the County Assembly of Nakuru Car Loan and Mortgage Fund in the notes to
I statements. Contingent assets are assessed continually to ensure that
ts are appropnately reflected in the financial staten'lents. If it has become
ain that an inflow of economic benefits or service potential will arise and the
can be measured reliably, the asset and the related revenue are recognized in
statements ofthe period in which the change occurs.

in accounting p<llicies and €stimates

Assembly of Nakuru Car Loan and Mortgage Fund recognizes the effects of
countlng policy retrospectively. The effects of changes in accounting policy

rospectively lf retrospective application is impractical

benefits- Retirement bencfit plans

ssernbly ofNakuru Car Loan and Mortgage Fund provides retirement benefits
yees and directors. Defined contribution plans are post-employment benefit
hich an Nakuru County Assembly Car Loan and Mongage Scheme F'und pays
utions into a separate Nakuru County Assembly Car Loan and Mortgage

(a fund), and will have no legal or constructive obligation to pay further
ifthe fund does not hold sufficient assets to pay allemployee benefits relaling

service in the current and prior periods. The contributions to fund obligations
t of retirement benefits are charged against income in lhe year in which they

le.

fit plans are post-ernployment benefit plans other than defined-contribution
l'rnecl benctit funds are actuarially valued tri-annually on the projected unit

basrs. Deficits identitled are recovered through lump sum payments or
contributions on proportional basis to all participating employers. The

and lump sum payments reduce the post-employment benefit obligation

u rrency transactions

n lbreign currencies are initially accounted for at the ruling rate of exchange

tl t the statement of tlnancial position reporting date by applying the exchange
the transaction. Trade creditors or debtors denominated in foreign currency

te. Exchange differences arising lronr the settlement ofcreditors, or from the
reditors at rates different from those at which they were initially recorded
od, are recognized as income or expenses in the period in which they arise

I

I

d
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Rcports and Financial Statcments
For the ear ended .Iune 30, 2019

SUMMARY OF SIGNIFICANl' ACCOUNTING POLICIES (CONl'INT-IED)

13. Borrowing costs

14. Relatcd partics

The County Assembly ofNakuru Car Loan and Mortgage Fund regards a related party as a
person or an Nakuru County Assembly Car Loan and Mortgage Scheme Fund with the
ability to exert control individually or jointly, or to exercise significant influence over
County Assembly ofNakuru Car Loan and Mortgage Fund, or vice versa. Members ofkey
management are regarded as related parties and comprise the Directors, The Clerk and
Senior Managers.

15. Cash and cash equivalcnts

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include arnounts held at the Central Bank ofKenya
and at various commercial banks at the end ofthe financial year. For the purposes ofthese
financial statements, cash and cash equivalents also include short tenn cash irnprests and
advances to authorised public officers and/or institutions which were not sunendered or
accounted for at the end of the financial year.

16. Comparative figures

Where necessary comparative figures for the previous financial year lrave been amended or
reconfigured to conform to the required changes in presentation.

17. El'ents after the rcporting pcriod

There were no material adjusting and non- adjusting events after the reporting period,

18. Ultimaae and Holding Nakuru County Assembll,Car Loan and Mortgage Scheme
Fund

The Nakuru County Assembly Car Loan and Mortgage Fund rvas established under the
Public Finance County Assembly of Nakum Car Loan (Mernbers) Schemc Fund
Regulations, 201 8 and the Public Finance County Assernbly ofNakuru Momgagc (Menrbers)
Scherne Fund Regulations, 201 8. The regu lations u'crc amenclcd on I-5'l'.lanualy,20|U. l'he
Fund is wholly owned by the County Asscntbly o1'NakulLr and is tlonricilcd in Kcnya. Its
ultimate parent is thc County Govenlnrent of Nakuru.

l-i

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and borrowings have been incurred. Capitalization ceases

when construction of the asset is complete. Further borrowing costs are charged to the
statement of fi nancial performance.
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e useful li es and resrdual values of assets are assessed using the following indicators to
onn po ial future use and value from disposal

'l lre con tion ol thc asset based on the assessment of experts employed by the County
.\ ssemb I of Nakuru Car Loan and Mortgage Fund

ofthe asset, rts susceptibility and adaptability to changes in technology andThc
proc

na

l5

I

19. Currelcvtt"
[he f,rnancifl stalements are presented in Kenya Shillings (KIS).tl
,0. Signifi+nt judgments and sources of estimation uncertainty

|n" o..ouJton of the County Assembly of Nakuru Car Loan and Mortgage Fund's financial

ftatements ln confonnity with IPSAS requires management to make judgments, estimates

fnd assumftions that affect the reported amounts of revenues, expenses, assets and

fabilities, afrd the disclosure of contingent liabilities, at the end of the reporting period.

$owever, ulcertainty about these assumptions and estimates could result in outcomes that

ftquire a m{erial adjustment to the carrying amount of the asset or Iiability affected in future

{eLiods I

{stimates drd assumptions - The key assumptions conceming the future and other key

$urces of e{timation uncertainty at the reporting date, that have a significant nsk ofcausing

{ material Sjustment to the carrying amounts of assets and liabilities within the next

ftancial yef, are described below. The Nakuru County Assembly Car Loan and Mortgage

$heme Fu{d based its assumptions and estimates on parameters available when the

$nsolidate{ financial staternents were prepared. }lowever, existing circumstances and

alsurnptionspbout fi:ture developments may change due to market changes or circumstances

{ising Ueyofa tne control ofthe County Assembly ofNakuru Car Loan and Mortgage Fund.

$.rch changd are retlected in the assumptions when they occur. IPSAS 1.140.

rf,"rrt ri"", Lna residual valucs
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended Junc 30,20t9
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F The nature ofthe processes in which the asser is deployed

F Availability of funding to replace the asset

I

l

l
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Change in the market in relation to the asset

l. I"ina n risk manag€me nt

e Fund's tivities expose it to a variety of financial risks including credit and liquidity
sks and ts of changes in foreign currency. The Fund's overall risk management

gramme uses on unpredictability ofchanges in the business environment and seeks to
eth potential adverse effect of such risks on its performance by setting acceptable

. The Fund does not hedge any risks and has in place policies to ensure that
extended to customers with an established credit history.

Fund's ancial risk management objectives and policies are detailed below:

Credit k

vcls of
it is onl

tlon,
ternal

assesses the credit quality ofeach customer, taking into account its financial
experience and other factors. Individual nsk limits are set based on internal or
sment in accordance with limits set by the directors.

t1

I

):l

ftre Fund h{ exposure to credit risk. which is the risk that a counterparty will be unable to

fiy amountslin full when due. Credrt risk arises from cash and cash equivalents, and deposits

Jitt Uant<s-l as well as trade and other receivables and available-for-sale financial
ifr..t n"ntr.l

I



County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the year endcd June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'INUtrD)

b) Liquidity risk management

Ultimate responsibility for Iiquidity risk management rests wirh the Fund Adurinistrator,
who has built an appropriate liquidity risk management framework for the rnanagement of
the Nakuru County Assembly Car Loan and Mortgage Scheme Funcl 's short, mediurr and
long-term funding and liquidity management requirements. The County Assembly ol
Nakuru Car Loan and Mortgage Fund manages liquidity risk through continuous monitoring
of forecasts and actual cash flows.

c) Markea risk

The Management has put in place an intemal audit function to assist it in assessing the risk
faced by the Nakuru County Assembly Car Loan and Mortgage Scheme Fund on an ongoing
basis, evaluate and test the design and effectiveness of its intemal accounting and operational
controls.

Market risk is the risk arising fiorn changes in market prices, such as interest rate, equity
prices and foreign exchange rates which will affect the County Assembly of Nakuru Car
Loan and Mortgage Fund's income or the value of its holding of fiuancial instruments. The
objective ofmarket risk management is to manage and control market risk exposures within
acceptable parameters, while optimising the retuln. Overall responsibility for managing
market risk rests wlth the Audit and Risk Management Cornmittee.

The Fund's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approyal by Audit and Risk Managernent
Committee) and for tbe day-to-day implementation of those policies.

There has been no change to the Nakuru County Assembly Car Loan and Mortgage Scheme
Fund 's exposure to market risks or the manner in which it manages and measures the risk.

i. Interest rate risk

Interest rate risk is the risk that dle County Assembly of Nakuru Car Loan and Mortgage
Fund's financial condition may be adversely affected as a result of changes in interest rate
levels. The County Assembly of Nakunr Car Loan and Mortgage Fund's interest rate risk
arises from bank deposits. This exposes the Fund to cash flow interest rate risk. The interest
rate risk exposure arises mainly tiom interest late movet]tents on the Fund's deposits.

Managentent of inte re.\t rate risk

To manage the interest rate risk, ntanagement lras endeavoured to bank u,ith institutions that
olfer favourable interest rates.

ls
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OF SIGNIFICANT ACCOUNTING POLICIES (CON'I INUED)

l.t

lyses its interest rate exposure on a dynamic basis by conducting a sensitivity
involves determining the impact on profit or loss of defined rate shifts. The
ysis for interest rate risk assumes that all other variables, in particular foreign
, remain constant. The analysis has been performed on the same basis as the
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County Assembly of Nakuru
Car Loan and Mortgage !-und
Reports and Financial Statenlents
For the year ended June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTI NG POI,ICIE,S (CONTINUED)

d) Capital risk management

The objective ofthe Fund's capital risk management is to safeguard the Fund's abiltty to
continue as a going concem. The Nakuru County Assembly Car Loan and Mortgage
Scheme Fund capital slructure comprises of the following funds:

Revaluation reserve

Revolving fund 457 151 S)q 457,153.529

Accumulated surplus
26,994,242 t7 ,937,546

Total funds
484,147,771 475,09t,075

Total borrowings

Less: cash and bank balances
t 6,216,471 47,805,548

cash and cash equivalents / Net debt 427 ,285,527
Gearing

467 ,87 I ,294
3.4U"1 I t.t9v"

l0

20r8-20r9 2017-2018

Ktis KI'S
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County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statements
For the y€ar ended Junc 30, 20r 9

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

4. General expcnses

I

Loan Disbursements

Bank C s and ledger fees 439.863 13,200

Total .139,863 t 3,200

I

t
I

FY 2017-2018I)cScrip(ion

KI'l:,-KI'-S

Ir\" 2(,18.
2019'
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and cash equivalents

d cash uiva Ien ts 16,27 4,069
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5. Cash

Main Fund Account 5,867,83 8 28,807,166
4,775,613lnterest Ac :ount 792,814

Loan Princ pal Account 6,817,810
Remittance Account 9,6t3,416 7,402,55t
fot:rl cash 47,803,140

tl

l'

l'Y 2017;201t|riy 201n-2019

Kris KIiS



County Assembly of Nakuru
Car Loan and Mortgage Fund
Reports and Financial Statemcnts
For the year ended June 30,2019
NOTES TO THE FINANCI/tt, STATEMENTS (CONTINUED)

Detailed analysis of the cash and cash equivalents are as follows:

6, Rcccivablcs from exchrngc trarrsrctions

c) Current account
FAMILY BANK MAIN ACCOUNT I tt000055807 5,867,838 28,807,166
INTEREST ACCOUNT r 80000674 l0 792,814 4,775,613
LOAN PRINCIPAL ACCOUNT I80000732 r5 6,8 I 7,8 l0

LOAN REMMITANC[, ACCOUNT 1800073217 9,6t3,416 7,402,551
Sub- total 16,274,069 47,803,140
Grand total 16,274,069 47,803.1.10

Current Receivables

Interest receivablc
1,024,000

964.993

Current loan repayments due
108,928,3n0

108,375,263

Other exchange debtors

Less: impairment allowance

Total Current rcccivables 109,952,380 109,340,256

Non-Current receivables
Long term loan repayments due 3 5 5,5 t t,2 0 2 316,040,316

355,588,202 I r 6,040,316Total Non-currcnt recciv:rblcs
Total rcceivables from exchanqc transactions 4 6 5,5.10,5[t 2 425,-180,572

t.+

I.'in:rntrial inititil tiorr
'' .,..

I1 :01,,i.:{ll9 ] I-1 20t7-2018

, i.::) , 
'

l)cscriptiorr F\'10t7-20r8l-)' ?0 r ti-20 r 9
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embly of Nakuru
nd Mortgage Fund
d l'inancial Statements
r ended June 30, 2019

N()1'ES THE FINANCIAL S'TA'TENTENTS (CONTINUED)

Gains/lo

County

l'or the

Car Loan
Reports a

Surplus lor the year before tax

Adjuster I for:

Deprecia lon

ses on disposal ofassets

lntcrest i lcorre t3,606,203 9,3 58,078

Finance ost (4,97s,264)

Workinl Capital adjustments

(2,828,966)

Increase Ln lnventory

Nct cash 6,529,112florv fronr operating activities 8,630,939

lr

'l

7. Casf gcnerated from operations

!

I

t'Y.20r8-2019 Ir\'-2,017-20I8
I

Il([:,s Klis

Increase ln receivables

Increasc fn payables
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Kaka County Microfi nance Corporation
Repo and Financial Statenlents
For th eriod ended 30th June, 2020
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Repo and Financial Statements
For the eriod ended 30th June, 2020
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Kakam a County Microfinance Corporation
nd Financial StatementsReports

For the eriod ended 30rh June, 2020

EY ENTITY INFORMATION AND MANAGEMENT

a) Bac round information

The Ka mega County Microfinance Corporation was established by the County Covemment of
Kakame through the Kakamega County Microfinance Corporation Act,20l8 and commenced
operatio
Govern

b) Prin pal Activities

The pri
small a

ipal activity of the Corporation is to provide microfinance banking services to micro,

in the C
medium enterprises in the County. This will in tum spur socio-economic development
nty.

c) Key anagement

The Ka

s in the financial year 2019-2020. The Corporation is wholly owned by the County
ent of Kakamega and is domiciled in Kenya.

of Trad
mega County Microfinance Corporation day+o-day management is under the Ministry
Industrialization and Tourism.

d) Boa of Directors

hristopher Aleke Dondo ] Chairperson

tas Inziani Khasiani Member

Member

Membe,

Member

Member

Member

Member

enta Achieng Okoth

ideon Olieki Kato

ilbert Wafula Nyongesa

2

J

4

5

6

7

8

nuel Wemali Angaya (Chief Offrcer, MTIT)

mb. James Ochami (Chief Officer, Finance)

Chri pher AIeke Dondo
Chairman

Protas Inziani Khasiani
Member

tI al

Benta Achieng Okoth
Member

2ll'.r;

I

Moscs LLrkale Sande (County Attornc) )

I
t

L

a/
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Ka kam a County Microfinance Corporation
nd Financial StatementsReports

For the eriod ended 30th June, 2020
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_Vterp,$[,4isnd-\a"q,M.qn!"rpiL'grpS_"stpplr".-tt_o$!9-!2 tephen W.A. Makokha

f) Fidu ry Oversight Arrangements

County Assembly of Kakamega

* To oversight and provide legislative framework for the Corporation ro ensure

accountability.

Auditor General

* To audit the Corporation's operations and systems with a view of identifying gaps

and making recommendations for improvement to enhance accountability.

3ll)a

n Olieki Kato
Member

I
aI

Gilbert Wafula Nyongesa
Member

Fanuel Wemali Angaya
(Chief Officer, MTIT)

Member

(ch
b. James Ochami
f Officer, Finance)

Memher

Vivianne M. Komwonyo
Rep. County Attomey

Member

John Baraza Wangwe
Ag:-Chief Executive Offi cer

Member

c

I

[..1

__i
1

/ LI

e) Key Management
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Kakam County Microfi nance Corporation
nd Financial Statements
riod ended 30th June, 2020

Controller of Budget

.!. To authorize and approve withdrawal and expenditure ofthe Corporation's

budgeted funds.

National Treasury

* To disburse budgeted funds to the County Covernments and subsequently to the

Corporation for expenditure in Iine with approved budgets.

.i To advise on the implementation of budgets by County Govemments and its

entities.

8) Ka ega Counry Headquarters

.O. Box 36-50100, 056 3 I 850i3 I 8 52131853
ounty Headquarters
isumu/Kitale Highway
akamega, KENYA

h) Ka ega County Microfinance Corporation Contacts
elephone: 056 3 1850/3 1852i3 I 853
mail : kcmfc(Oka kameoa.oo.ke
ebsite: kakamega.go.ke

i) En Bankers
CB Ltd-Kakamega branch

i)r ndent Auditors
uditor Ceneral
ffice of the Auditor General
niversary Towers, University Way

.O. Box 30084
PO 00 100

airobi, Kenya

ipal Legal Adviser
County Attomey

unty Government of Kakamega
P.O Box 36-50100
Kakamega, Kenya

Reports
For the

4ll)l c
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Kakam County Microfinance Corporation
Reports nd Financial Statements
For the eriod ended 30th June, 2020

1 E BOARD OF DIRECTORS

Name Details of qualifications and experience
Christo er Aleke Dondo

Protas ziani Khasiani MBA (Banking and Finance)

Has vast experience in the banking industry
having worked as a senior manager in the
said industry for more than l5 years.

Curently, he is the Executive Director of
Klientele Ltd, a consultancy firm in business
process re-engineering and chan ge.

Benta 1 hieng Okoth PhD candidate, MBA (Marketing)

Has been an administrator for more than 9
years.

Currently serving as a lecturer at Jaramogi
Oginga Odinga University of Science and
Technology

Gideon Olieki Kato MBA (Strategic Management)

Has worked in the microfinance and sugar
industry for more than 5 years.

Currently serving as a lecturer at MMUST
Gilbert afula Nyongesa MBA(Finance). CPA(K), CPS(K)

Has been a general manager and Finance and
administration manager for more than I5
years in the Sacco industry.

Currently is serving as a director at Bukura
Agricultural Coilege.

Fanuel Wemali Angaya Chief Officer, MTIT

Chief Officer, Finance

Moses .ukale Sande County Attomey

5lPag

I

MA Economics- Has wide experience in the
microfinance industry having served as
Deputy MD and MD for K Rep Development
Agency.

Currently he is the Principal consultant at
Legacy Consulting Ltd a consultancy firm in
microfi nance and govemance.

Amb. Jlmes Ochami



I

t

3

ended 30tt June, 2020

AGEMENT TEAMI

amrN Details of qualifications and experience

Baraza Wangwe PhD candidate (M&E), MA (Environmental Planning), Senior
Management course and Strategic Leadership Development course.

Has served as the Deputy Director of Water at NEMA for more than
l5 years. Has also served as the CECM for Water, Environment and
Natural resources at the County Covemment of Kakamega.
Currently, he is the Ag. Chief Executive Officer ofthe Corporation.

hen W.e Makokha MBA(Finance), CPA II
Has over l0 years ofexperience in the banking and microfinance
industries. Currently he is the Micro, Small and Medium Enterprises
Development Officer of the Corporation.

6 ge
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tion begun as a credit only microfinance but the ultimate goal is to become a

bank as envisioned by the County Leadership.

foregoing, the Corporation must create a bigger impact on enterprise development
play its rightful role in the county and/or nation's development by rethinking its

Ito reach more busrnesses efficiently, effectively and in a sustainable manner. The
must also be an attractive partner in youth and women economic empowerment to

ing from all potential sources and win the confidence and goodwill of all Kakamega
le. The Corporation's capacity to deliver the strategl is critical. Its legal, policy,

, technological and competence frameworks shall be a@uately strengthened over
environment conducive to attract and retain requisite skills created

sustainable in the long run and reduce its dependence on government funding, the
shall expand and restructure its product portfolio, divenify its sources of funding

business approach in its operations.

er Aleke Dondo
rson

n view of
n order

me and

To remai

and adopt

Christop

7l

lncss

EC
lc ro

lness

fakamegalCou nty M icrofi nance Corporation
leports rfi Financial Statements
for tne Pcfioa ended 30n June, 2020

$.akamega pounty Microfinance Corporation was established by an Act of the County Assembly

h ,* ,""{ 2018 with the main mandate of providing financial solutions to micro, small and

fnedium trfders within the County. It began ils operations in the financial year 20191202O but
flue to finafcial challenges, loaning which is its core mandate did not kick off.

In concl$ion, Icall on all stakeholders to effectively play their part in supporting the
Corporatifn to realize its mandate. It will require a lot of dedication, success and hardworking
on the pa* ofall stakeholders to make this big dream comes true.

6dN



Kaka m County Microfi nance Corporation
Reports nd Financial Statements
For the riod ended 30'h June, 2020

4. Rr:, RT OF THE COR?ORATION'S ACCOUNTING OFFICER

'fhe mega County Microfinance Corporation presents its financial statements for the period
ended June,2020 in accordance with the format prescibed by the Public Sector Accounting
Stan Board. The Kakamega County Microfinance Corporalion operates as a semi
auton us agency controlled by the County Government of Kenya. It will provide focussed
attenti on the traders' financial needs and also ensure that the disbursed loans are repaid on
trme tn er to benefit as many traders as possible. The Corporation began its operations in the
year r review. The loaning function did not start in the financial year because the
Co on was in the process of putting loaning structures in place. The function therefore is
schedu to commence in the new financial vear 202012021 .

J raza Wangwe
utive O cer

8l['a c



Kakam County Microfinance Corporation
Reports nd Financial Statements
For the riod ended 30th June, 2020

5. STAT MENT OF DIRECTORS' RESPONSIBILITIES

Sections 8

the Cou

the C ration (sec I 3 of the Kakamega County Microfinance Corporation Act, 20 I 8).

Section 08 of the PFM Regulations of20t5 and pursuanr to section 165(5) of the pFM Acr,
2012 p vides that the accounting officer for a County Corporation shall prepare and submit
annual ancial and non-financial statements in the format gazetted by the Cabinet Secretary
within ree months after the end ofthe financial year to the Auditor-General with copies to the
responsl le County Executive Committee member and the County Treasury. Section 24(3) of the
Kakam County Microfinance Corporation Act, 2018 also provides that annual accounts ofthe
Co ion shall be prepared. audited and repofted upon

The A unting Officer ofthe Corporation confirms that rhe Corporation has complied fully with
appli
appli

e Govemment Regulations and the terms of extemal financing covenants (where
e), and that the funds received during the year under audit were used for the eligible
for which they were intended and were properly accounted for.pu

Funher he Accounting Officer confirms that the Microfinance Corporation's financial statements
for fi ial year 2019-2020 have been prepared in a form that conrplies with relevant accounting
standa s prescribed by the Public Sector Accounting Standards Board of Kenya.

Ap I of the financial statements

The C

Section
establish
Co
officer

Officer

Ag.

2 (l) ofthe PFM Acr,20l2 provides for establishment of a County Corporation by
Executive Committee Member and the County Assembly.

of the Kakamega County Microfinance Corporation Act, 201 8 provides for the
ent of the Board of Directors who are responsible for leadership role of the

on. The Chief Executive Officer appointed by the Governor shall be the accounting
r the Corporation shall be responsible for the day to day management of the affairs of

nty Govemment's fina1il statqmenls were approved and signed by the accounring
f the Corporation on e0l5 CT QI.ZOZO

"r -T

9l r' ., e

Executive OfJicer
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Monrovia 5tr€et
P.O. Box loo84.ooroo

NAIROBI
OFFICE OF THE AUDITOR-GENERAL
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REPOR1 OF THE AUDITOR.GENERAL ON KAKAMEGA COUNTY MICROFINANCE
CORPOf,ATION FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORTION THE FINANCIAL STATEMENTS

Qualifie{ Opinion
I

I have a{dited the accompanying financial statements of Kakamega County Microfinance
Corporafon set out on pages 11 to 27, which comprise the statement of financial position
as at 3OUune, 2020, and the statement of financial performance, statement of changes
in net a$ets, statement of cash flows and statement of comparison of budget and actual
amount{ for the year then ended, and a summary of significant accounting policies and
other e$lanatory information in accordance with the provisions of Article 229 of the
Constitulion of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the infolnation and explanations which, to the best of my knowledge and belief, were
necess{rV for the purpose of the audit.

I
ln my obinion, except for the effect of the matters described in the Basis for Qualified
Opinionl section of my report, the financial statements present fairly, in all material
respecta, the financial position of Kakamega County Trade Loans Fund as at
30 Jun{ 2019, and its financial performance and its cash flows for the year then ended,
in accorpance with lnternational Public Sector Accounting Standards (Accrual Basis) and
complyfvith the Kakamega County Microfinance Corporation Act,2018 and the Public
Financd Management Act, 2012.

Basis lbr Qualified Opinion
I

1.0 PEsentation of the Financial Statements

The finlncial statements are incomplete and lack important information for the intended
users + they do not have the corporate governance statement, management discussion
and ailalysis report and the environmental and sustainability report. ln addition,
signifidnt accounting policy No. 2(c) relating to early adoption of new standards is not
clear. I

Furthef, the statement of financial performance reflects transfers from the County
Goverrlment amount of Kshs.42,500,000 to the Corporation during the year under review
as thelinitial capital contribution. However, the entire amount of Kshs.42,500,000 was
recogrfsed as revenue which means the entire amount was for operational expenses of
the cor$oration and nothing was available for lending in accordance with the mandate of

Repofl {the Audilor-General on Kol(amega County Microfinance Corporalionfor the ),ear ended 30 June, 2020
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the corporation. Under the accrual basis of accounting, revenue earned by the
Corporation should have been in the form of interest earned from loans advanced to
micro, small and medium enterprises within Kakamega County or interest earned on the
balance held in the bank. ln addition, the statement of financial performance for the year
ended 30 June, 2020 reflects a surplus of Kshs.41,489,892 which was however not as a
result of the activities of the Corporation.

Consequently, the financial statements do not provide accurate information about the
sources, allocation and uses of financial resources; and have not complied with the format
prescribed by the lnternational Public Sector Accounting Standards (Accrual Basis) and
the Public Sector Accounting Standards Board (PSASB).

2.0 Lack ofan Approved Budget

During the year under review, the Corporation operated without an approved budget
contrary to Regulation 205(1) of the Public Finance Management (County Governments)
Regulations, 2015 which states that the County Executive Committee Member
responsible for the county corporation shall approve the estimates of budget of the county
corporation and shall, not later than end of January every year, submit to the County
Treasury for approval of those estimates for the following financial year and that the
Budget estimates submitted shall be classified as, compensation of employees, use of
goods and services, transfers to other levels of government and capital.

ln addition, the budget document presented to the Board of Directors for approval did not
determine the financial and economic policies and priorities in the medium term as
required. The estimates were also not prepared in the form of a budget policy statement
of the entity's revenues and expenditures and in line with the County's fiscal strategy
paper. Further, the budget proposal presented for approval did not indicate/differentiate
capital expenditure from revenue expenditure.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). lam independent of the Kakamega County Microfinance
Corporation Management in accordance with ISSAI 130 on Code of Ethics. I 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. I

believe that the audit evidence I 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. There were no key audit matters to
report in the year under review.

Report of the Auditor-General on Kokamego County Microfinance Corporalion for the year ended 30 June, 2020
2

Consequently, the Management is in breach of the Law. Further, the basis under which
the Corporation received and expended the funds from the County Government could not
be confirmed.



erM

requr
rforme

ublic

f

udgeta Control and Performance

he state nt of comparison of budget and actual amounts reflects a final expenditure
udget of shs.42,500,000 as compared to actual expenditure of Kshs.1,010,108 thereby

esulting an under performance of Kshs.41,489,892 or approximately 98% of the
udget i uding non-disbursement of loans budgeted at Kshs.25,245,000

onsequ ntly, the objective of the corporation of disbursing loans to the micro, small and
edium terprises was not achieved

EPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
ESOU ES

onclusi n

d by Article 229(6) ot the Constitution, based on the audit procedures
I confirm that, nothing has come to my attention to cause me to believe that

urces have not been applied laMully and in an effective way.

asis fo Conclusion

he aud was conducted in accordance with ISSAI 4000. The standard requires that I

th ethical requirements and plan and perform the audit to obtain assurancemply
bout w
nancial

ther the activities, financial transactions and information reflected in the
tatements are in compliance, in all material respects, with the authorities that

overn th m. I believe that the audit evidence I have obtained is sufficient and appropriate
a basis for my conclusion.o provid

Report of Auditor-General on Kakamega County Microfinance Corporationlor the year ended 30 June. 2020
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REPORT]ON EFFECTIVENES OF INTERNAL CONTROLS, RISK MANAGEMENTAND
GOVERT{ANCE

Concluslon
I

As requiied by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
proceduris performed, I confirm that, nothing has come to my attention to cause me to
believe ttlat internal controls, risk management and overall governance were not effective.

I

I

Basis fof Conclusion
I

The audil was conducted in accordance with ISSAI 231 5 and ISSAI 2330. The standards
require tliat lplan and perform the audit to obtain assurance about whether effective
process$ and systems of internal control, risk management and governance were
operatin{ effectively, in all material respects. I be[eve that the audit evidence I have
obtained lis sufficient and appropriate to provide a basis for my conclusion.



Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Corporation's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the applicable basis of accounting unless the
management either intends to liquidate the Corporation 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

ln 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 are responsible for overseeing the Corporation'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 ob.jectives 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 lSSAls 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.

ln 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

Report ofthe Auditor-General on Kq*qmego Countl' Microfinance Corporationfor the year ended 30 June, 2020
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Responsibilities of Management and those Charged with Governance



pn effectite way, in accordance with the provisions of Article 229(6) ot the Constitution
lnd subn{t the audit report in compliance with Article 229(7) of the Constitution.

urther, iR planning and performing the audit of the financial statements and audit of
mplianoe, I consider internal control in order to give an assurance on the effectiveness
internal controls, risk management and governance processes and systems in

ccordan{e with the provisions of Section 7('1)(a) of the Public Audit Act, 2015 and submit
e audit deport in compliance with Article 229(7) ot lhe Constitution. My consideration of
e internll control would not necessarily disclose all matters in the internal control that
ight be tnaterial weaknesses under the lSSAls. A material weakness is a condition in
ich the pesign or operation of one or more of the internal control components does not

educe to a relatively low level the risk that misstatements caused by error or fraud in
mounts trat would be material in relation to the financial statements being audited may
ccur and not be detected within a timely period by employees in the normal course of
erformin$ their assigned functions.

ecause of its inherent limitations, internal control may not prevent or
isstatements and instances of noncompliance. Also, projections of any evalua

Lffect
lnaoe

As
jud

detect
tion of

ivenfss to future periods are subject to the risk that controls may become
qua$ because of changes in conditions, or that the degree of compliance with the

a

Fund policies and procedures may deteriorate

part (f an audit conducted in accordance with lSSAls, I exercise professional
gemenf and maintain professional scepticism throughout the audit. I also:

ldentify 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 aisks, and obtain audit evidence that is sufficient and appropriate to provide a
basis br my opinion. The risk of not detecting a material misstatement resulting from
fraud h higher than for one resulting from error, as fraud may involve collusion,
forgeqf , intentional omissions, misrepresentations, or the override of internal control.

Evalu{te the appropriateness of accounting policies used and the reasonableness of
accou{ting estimates and related disclosures made by the Management.

I

Concl{de on the appropriateness of the Management's use of the going concern basis
of ac(ounting and, based on the audit evidence obtained, whether a material
uncertlinty exists related to events or conditions that may cast significant doubt on
the C{noration's ability to continue as a going concern . lf I conclude that a material
uncerttinty exists, I am required to draw attention in the auditor's report to the related
disclo{ures in the financial statements or, if such disclosures are inadequate, to modify
my opfion. My conclusions are based on the audit evidence obtained up to the date
of my fudit report. However, future events or conditions may cause the Corporation
to ceale to continue as a going concern .

I

Evalua[te the overall presentation, structure and content of the financial statements,
includiirS the disclosures, and whether the financial statements represent the
underlfing transactions and events in a manner that achieves fair presentation.

eport ofthelAuditor-Generol on Kakamega Coun,y Microfrnance Corporation for the year ended 30 June, 2020ls



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

Perform such other procedures as I consider necessary in the circumstances.

I 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.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA u, CBS

09 February, 2022

Report o/ the Auditor-General on Kokamega County Miuofinance Corporalionfor the yeor ended 30 June, 2020

6

AUDITOR-GENERAL

Na irobi



^t

Kakam County Microfi nance Corporation
Reports nd Financial Statements
For the riod ended 30th ,Iune, 2020

7. FIN CIAL STATEMENTS

7.1 ST TEMENT OF FINANCIAL PER-FORMANCE FOR THE YEAR ENDED 3O'III
JUNE 2 0

Revenu
transac'

: from non-exchange
ions

Transler s from the County Govemment I 42,500,000
Total re venuc 42,500,000

Expensr s

General expenses ) r,007,938
Finance OSIS 3 2,t70
Total er penses I,0 t 0,108

Surplus '(deficit) for the period 4r,489,892

1l I P a _r



Asscts

Current assets

Cash and cash equivalents { 40.856. I 34

Non-Cu r 'rent Assets

Propeny planl and equipment (r 63 3.75 8

Total as icts { I ,{89,892

Accumu ated surplus ,t r.489.892

Total ne I assets and liabilitics { I,{89,892

Ka ka mc
Rcpo rts

County Microfi nance (iorporation
d Financial Statements

For the P riod cnded 30(h .lune. 2020

'fhe acco nling policies and explanatory notes to tlrese financial statements fornr an rnte
of the fi ncial statements. The entity's financial statements were approved on
2020 and igned b_,-:

\-&*$rv
g Officer of the Corporati tl

Na ,&.rr'
E.recutiye OfJicer

u2

Crpffiit""'. A"."r"t""t

N ame : 4)fttt K<,6,'lxlnsr o ptcrlMat

l(IPAK Me nr her Nurrrber: {@IeAg

7.2 STAIEMENT OF FINANCIAL P()SITION AS AT JO JUNT' 2020.

l2



Kakam County Microfi nance Corporation
Reports nd Financial Statements
For the eriod ended 30th June. 2020

7.3 ST ENT OF CHANGES IN NET ASSETS AS AI'30 JUNE 2O2O

c

Balance as at I July 2018
Balance as at 30 June 2019

Balance as at I July 2019
S urplusl ideficit) for the period 41,489,892 41,489,892
Balancr as at J0 June 2020 { I,489,892 41,489,892

13 lP
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Kakamefa County Microfi nance Corporation
Reports fnd Financial Statements
For the lieriod ended 30th June, 2020

7.4 STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2()

ffne Castr flow statement has been prepared using direct method

I

I
ra tin activities

Recei ts

Cash flotrvs from o

Transfer{ from the County Government 1 42,500,000
Total Recei ts 42,500,000
Payments

General {xpenses 1,007,938
Finance cost 3 2,170

1,010,108Total Payments

t 41,489,892

Cash flows from investin activities
Purchase pf propeny. plant. equipmenr and
intan ible assets 6 644.500

Less deprtciation (10,742)
Net cash flows used in investin g activities 633.7s8
Cash flo*s from financin activities
Net cash flows used in financing activities

40,856,t34
Net increirse/(decrease) in cash and cash

Cash and pash equivalents ar I JULY
Cash and cash equivalents at J0th JUNE

uivalents

40,8s6,134

t4 lPagr

2

Net cash flows from operating activities

4



Ka kam
Repo rts
For the
7.5 STA
THE P

Revenue KShs KShs KShs KShs
Transfers
County G

flrom
)vt.

5.000,000 37,500,000 42,500,000 42,500.000 I

Total incr me 5,000,000 -37,500,000 {2,500,000 12,500,000 I

Expenses
Loans
disbursem 3nt

25,245,000 25.24s,000

Ceneral
expenses

5,000,000 12,250,000 17,250,000
1,007,938

16,242,062

Finance cr st 5,000 5,000 2.t70 2,830
Total
expenditu re

s,000,000 37,500,000 {2,500,000 l,0t 0,108 16,287,888

41,489,892

County Microfi nance Corporation
nd Financial Statements
eriod ended 30rh June, 2020
EMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR

OD ENDED 3O.h.IUNE 2O2O

KShs

Surplus f{r
itre perio{

rfrr,.. . . 
I
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Ka kam County Microfi nance Corporation
Repo and Financial Statements
For the eriod ended 30th June, 2020
8.S ARY OF SIGNIFICANT ACCOTINTING POLICIES

l. Sta ent of compliance and basis of preparation

The Co ration's financial statements have been prepared in accordance with and comply
with Int onal Public Sector Accounting Standards (IPSAS). The financial sratements are

Kenya shillings, which is the functional and reporting currency of the
The financial statements have been prepared on the basis of historical cost,
otherwise. The cash flow statement is prepared using the direct method. The
ments are prepared on accrual basis.

pre
ti

Corpo
unless
financial

ln

d

2. Ado ion of new and revised standards

a) nt new standards and amendments to published standards effective for the
year ded 30 June 2016

d amended standards and interpretations in issue but not yet effective in the
ed -i0 .Iune 2016

Early option of standards

e entity adopted requisite standards as prescribed by the Public Sector Accounting
ard in the preparation ofthis Financial Statements

Stanaarf Effective date and impact:

lrpsasl

lr,u"l Benefits
Applicabte: I't January 2016

The objective to issue IPSAS 39 was to creale convergence to changes
in IAS l9 Employee benefits. The IPSASB needed to create
convergence of IPSAS 25 to the amendments done to IAS 19. The
main objective is to ensure accurate information relating to pension
Iiabilities arising from the defined benefit scheme by doing away with
the corridor approach.

b) New at

year et

Standard Effective date and i pact:m
TPSAS 40:
lector Con

Public
rbinations

y under Public Sector combinations as amalgamations.covered purel

Applicable: l'r January 2016:
The standard covers public sector combinations arising from exchange
transactions in which case they are treated similarly with IFRS
3(applicable to acquisitions only) Business combinations and
combinations arising from non-exchange transactions which are
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fair val
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Inleresl
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statem
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In addit

A state
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i)

ii)
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a County Microfinance Corporation
and Financial Statements
eriod ended 30th June, 2020
RY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

nue recognition

ue from non-exchange transactions

from other government entities

from non-exchange transactions with other government entities are measured at
and recognized on obtaining control of the asset (cash, goods, services and

if the transfer is free from conditions and it is probable that the economic benefits
potential related to the asset will flow to the entity and can be measured reliabty.

enue from exchange transactions

con e

ncome is accrued using the effective yield method. The effective yield discounts
future cash receipts through the expected tife of the financial asset to that asset's

ng amount. The method applies this yield to the principal outstanding to determine
me each period

et information
a

's budget is prepared on a different basis to the actual income and expenditure
in the financial statements. The financial statements are prepared on accrual basis

classification based on the nature of expenses in the statement of financial
ce, whereas the budget is prepared on a cash basis. The amounts in the financial

were recast from the accrual basis to the cash basis and reclassified bv
on to be on the same basis as the approved budget. A comparison of budget and

unts, prepared on a comparable basis to the approved budget, is then presented in
ent ofcomparison olbudget and actual amounts.

to the Basis difference, adjustments to amounts in the financial statements are also
differences in the formats and classification schemes adopted for the presentation of
ial statements and the approved budget

t to reconcile the actual amounts on a comparable basis included in the statement
son of budget and actual amoults and the actuals as per the statement of hnancial

ce has been presented under section ofthese financial statements.

t1 I
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excluding
surplus or
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County Microfi nance Corporation
nd Financial State ments
eriod ended 30th June, 2020

Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

rt_v, plant and equipment

rty, plant and equipment are stated at cost less accumulated depreciation and
t losses. Cost includes expenditure that is directly attriburable to the acquisition of
When significant parts ofproperty, plant and equipment are required to be replaced

the entity recognizes such parts as individual assets with specific useful lives and
them accordingly. Likewise, when a major inspection is performed, its cost is
in the carrying amount of the plant and equipment as a replacement if the
criteria are satisfied. All other repair and maintenance costs are recognized in

deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
consideration the asset is initiallv measured at its fair value

ible assets

assets acquired separately are initially recognized at cost. The cost of intangible
ired in a non-exchange transaction is their fair value at the date of the exchange.
initial recognition, intangible assets are carried at cost less any accumulated
n and accumulated impairment losses. Intemally generated intangible assets,
apitalized development costs, are not capitalized and expenditure is reflected in
ficit in the period in which the expenditure is incurred.

ition and measuremenl

sets within the scope of IPSAS 29 Financial Insrruments: Recognition and
t are classified as financial assets at fair value through surplus or deficit, loans
bles, held-to-maturity investments or available-for-sale financial assets, as
The Entity determines the classification ol its financial assets at initial

'eceivables

receivables are non-derivative financial assets with fixed or determinable
are not quoted in an active market. After initial measurement, such financial

bsequently measured at amortized cost using the effective interest method, less
Amortized cost is calculaled by taking into account any discount or premium on

d fees or costs that are an integral part of the effective interest rate. Losses
impairment are recognized in the surplus or deficit

[he useful life ofthe intangible assets is assessed as either finite or indefinite.lt
[. Finrnlialinstruments

f-inanciul sssels



K:rkanr County Microfi nance Corporation
Reports and Financial Statements
For the eriod ended 30th June, 2020
STlM Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ugh surplus or deficit or loans and borrowings, as appropriate. The Entity
the classification of its financial liabilities at initial recognition.

Iniliol ilion and measurement

Financi liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value
determ

All fin ial liabilities are recognized initially at fair value and, in the case of loans and
borro , plus directly attributable transacrion costs.

Loons o borrowing

I

Held-to-lnoturity
I

Non-derlvative financial assets with fixed or determinable payments and fixed maturities are
classifie{ as held to maturity when the Entity has the positive intention and ability ro hold it
to matutity. After initial measurement, held+o-maturity investments are measured at
amortiz+ cost using the effective interest method. less impairment. Amortized cost is
calculat{ by taking into account any discount or premium on acquisition and fees or costs
that are fn integral part of the effective interest rate. The losses arising from impairment are
recopizld in surplus or deficit.

I
Impahnf nt of tinancial assets

II
I The Entify assesses at each reporting date whether there is objective evidence that a financial

asset or fn entity of financial assets is impaired. A financial asset or a entity of financial
assets is peemed to be impaired if, and only if, there is objective evidence of impairment as a
result oflone or more events that has occurred after the initial recognition of the asset (an
incurred lloss event') and that loss event has an impact on the estimated future cash flows of
the finanlial asset or the entity of financial assets that can be reliably estimated. Evidence of
imnairmfnt may include the following indicators:

> Thl debtors or an entiry ofdebtors are experiencing significant financial difficulty
IF Default or delinquency in interest or principal payments

I> Thl probability that debtors will enter bankruptcy or other financial reorganization
IF Oblervable data indicates a measurable decrease in estimated future cash flows (e.g.

chan{es in arrears or economic conditions that correlate with defaults)
I

Financidl liabilities

After initlal recognition, interest bearing loans and borrowings are subsequently measured at
amortizeq cost using the effective interest method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effective interest
method ahortization process.

I
Amortizefl cost is calculated by taking into account any discount or premium on acquisition
and fees {r costs that are an integral part of the effective interest rate.

toli),,



Kakam a County Microfinance Corporation
nd Financial StatementsReports

For the erio<i ended 30th June, 2020
Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Inv tories

Invento is measured at cost upon initial recognition. To the extent that inventory was
received ugh non-exchange transactions (lbr no cost or for a nominal cost), the cost of the
lnven is its fair value at the date ofacquisition.

Costs in bringing each product to its present location and conditions are accounted
for, as fo ows

)Ra materials: purchase cost using the weighted average cost method

>Fi goods and work in progress: cost of direct materials and labour and a
of manufacturing overheads based on the normal operating capacity, but
orrowing costsexcl

ion
ngb

After ini I recognition, inventory is measured at the lower of cost and net realizable value.
However, the extent that a class of inventory is distributed or deployed at no charge or for

replacem
charge, that class of inventory is measured at the lower of cost and current
t cost.

ano

et real ble value is the estimated selling price in the ordinary course ofoperations, less the
timated ts of completion and the estimated costs necessary to make the sale, exchange,
distrib on

nventori are recognized as an expense when deployed for utilization or consumption in the
rnary oloperations of the Entity.

P ns

vtslons recognized when the Entity has a present obligation (legal or constructive) as a
sult of past event, it is probable that an outflow of resources embodying economic

ts or service potential wilt be required to settle the obligation and a reliable estimate
an be of the amount ofthe obligation

ere the tity expects some or all of a provision to be reimbursed, for example, under an
urance ontract. the reimbursement is recognized as a separate asset only when the

imb nt is virtually certain

ofany
relating to any provision is presented in the statement of financial performance
mbursement.

0Ittingenl iabilities

Entity not recognize a contingent liabitity, but discloses details ofany contingencies
the financial statements, unless the possibility of an outflow of resources
omic benefits or service potential is remote.

the not
bodying

",

to

SUM



Kaka County Microfi nance Corporation
Repo and Financial Statements
For the eriod ended 30rh June, 2020

Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

dir

Enti provides retirement benefits for its employees and directors. Defined contribution
lans are st-employment benefit plans under which an entity pays fixed contributions into a
parate tity (a fund), and will have no legal or constructive obligation to pay further
ntributi if the fund does not hold sufficient assets to pay all employee benefits relating
empl service in the current and prior periods. The contributions to fund obligations for

paym t of retirement benefits are charged against income in the year in which they
ome pa able.

llned fit plans are post-employment benefit plans other than defined-contribution
lans. The defined benefit funds are actuarially valued tri-annually on the projected unit

od basis. Deficits identified are recovered through lump sum payments or
reased ture contributions on proportional basis to all participating employers. The

ntributi and lump sum payments reduce the post-employment benefit obligation.

For currency transactions

in foreign currencies are initially accounted for at the ruling rate of exchange on
e date of e transaction. Trade creditors or debtors denominated in foreign currency are

rted at e statement of financial position reporting date by applying the exchange rate on
date. ge differences arising from the settlement of creditors, or fiom the reporting

creditors at rates different from those at which they were initially recorded during the
od, are

)

cognized as income or expenses in the period in which they arise

SUM

Conlingant assets
I

The En+y does not recognize a contingent asset, but discloses details of a possible asset
whose e{istence is contingent on the occurrence or non-occunence of one or more uncertain
furure efnts not wholly within the control of the Entity in the notes to the financial
statemen$. Contingent assets are assessed continually to ensure that developments are
approprialely reflected in the financial statemenls. If it has become virtually certain that an

I inflow of economic benefits or service potential will arise and the asset's value can be

I measure{ reliably, the asset and the related revenue are recognized in the financial statements

I ofthe perfod in which the change occurs.tt
I ro. N",r{. and purpose of reserves

lrn" ,*,J creates and maintains reseryes in terms of specific requirements.

I t. Chantes in accounting policies and estimates
I

The Entitd recognizes the effects of changes in accounting policy retrospectively. The effects
of chang$ in accounting policy are applied prospectively if rerrospective application is
limpractid.tt
ll2. Emplfee benefits - Retirement benefit plans
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Kaka County Microfi nance Corporation
d Financial StatementsReports

For the eriod ended 30(h June, 2020
SUMM Y OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

l.l. Bor ng costs

Borrowi costs are capitalized against qualifying assets as part of property, plant and
equi . Such borrowing costs are capitalized over the period during which the asset is
being
co
financial rformance

15. Rela parties

The Enti regards a related pany as a person or an enlity with the ability to exert control
indivi y or jointly, or to exercise significant influence over the Entity, or vice versa.

ired or constructed and borrowings have been incurred. Capitalization ceases when
n ofthe asset is complete. Further borrowing costs are charged to the statement of

f key management are regarded as related parties and comprise the directors, theMembers
CEO and nror managers

16. Cash d cash equivalents

Cash and equivalents comprise cash on hand and cash at bank, short-term deposits on
I and hly tiquid investments with an original maturity of three months or less, which are

ly co vertible to known amounts ofcash and are subject to insignificaat risk of changes
n value- k account balances include amounts held at the Central Bank of Kenva and at

ous co ercial banks at the end ofthe financial year. For the purposes of these financial
lementS cash and cash equivalents also include short term cash imprests and advances to
thorised lic officers and,/or institutions which were not surrendered or accounted for at

end of financial vear

7. Com tive figures

ere are comparative figures for the previous year since the Corporation began its
rations uring the year under audit review.

8. Events er the reporting period

re were material adjusting and non- adjusting events after the reporting period.

9. Ultima and Holding Entitr'

entity i a Corporation established by The Kakamega County Microfinance Corporation
ct. 2018 er the Ministry of Trade, industrialization and Tourism. Its ultimate parent is
e County vemment of Kakamega.

.Cu

financ statements are presented in Kenya Shillings (KShs).

'r -l
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County Microfi nance Corporation
d Financial Statements

d ended 30th June, 2020
ST' Y OP SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

21. Sign cant judgments and sources of estimation uncertainfy

manage
tion of the Entity's financial statements in conformity with IPSAS requires
to make judgments, estimates and assumptions that affecl the reported amounts

sources o
a mat
financial
paramete
existing

of reven s, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of reporting period. However, uncertainty about these assumptions and estimates

t in outcomes that require a material adjustment to the carrying amount of the asset
affected in future periods.

and assumptions - The key assumptions conceming the futue and other key
estimation uncertainty at the reporting date, that have a significant risk of causing
adjustment to the carrying amounts of assets and liabilities within the next

ear, are described below. The Entity based its assumptions and estimates on
available when the consolidated financial statements were prepared. However,

could
or liabili

Estimat

cumstances and assumptions about future developments may change due to
ket ges or circumstances arising beyond the control of the Entity. Such changes are

flected the assumptions when they occur. IPSAS I .140

seful I and residual values

lives and residual values of assets are assessed using the following indicators to
tial future use and value from disposal:

condition of the asset based on the assessment ofexperts employed by the Entity

nature ofthe asset, its susceptibility and adaptability to changes in technology and
p SSCS

nature ofthe processes in which the asset is deployed

A lability of funding to replace the asset

C es in the market in relation to the assel

vlslons
ilable.

raised and management determined an estimate based on the information

visions measured at the management's best estimate of the expenditure required to
le the o gation at the reporting date, and are discounted to present value where the effect

material

rovlsrons



Transfer i fiom County Go\4. - operations 42,500,000
Refund

Payment r by County on behalfofthe entity
Total 42,500,000

2 r 8,800
Boards and commiftees 439,650
Fuel oil costs
Travel lost

Supplie s and accessories

Printin5 and stationery
Newspr pers

t24,450
Daily S rbsistence 100.000

Sanitar)
servrces

and cleaning
42,996

Ceneral office supplies 7l .300
Deprecir
arnorlizl

Ltion and
tion costs

10.742

Other ex penses

1,007,938

Bank chr rges 2,170
Loan arrr ars Penalties
Total 2.,170

Kaka m
Reports
For the
9. NOT

l Tran

2.Gen

i,

County Microfinance Corporation
d Financial Statements

eriod ended 30rh June, 2020
TO THE FINANCIAL STATEMENTS

rs from County Government

I expenses

3.Finanie costs

Trainir&

CaterinL

Advenibement

Maintedance of Motor
Vehiclel

Total

\



Fixed [eposits accouni
on - +ll deposits

account-
ns

Cunerf
operatrp 40,856,134
Fund ifcount
Total
eq uiv

Iash ana castt

Cents
40,856,134

Chrrent u"-orrrt
Kenya f ommerciaitank 1258591545 40,856, 134
Sub- total 40,856,l3t
Grand fotal 40,856,13,1

Ka kam
Reports
For the

4.Cas

Detail

5.Cash

Surplus [or the year
before tf 11,189,892

uste{for:
Depreciadon

S

GainV lcrEes on
disposal frasset
Interest ir:[ome
Finance c[st
Working Capital
adjustments
Increase f, in"entorv
Increase i{ receivatles
Increase i{ payables

Net cash fow from
opera tingla ctiv ities

.l I,489,892

County Microfi nance Corporation

riod ended 30'h June, 2020

and cash equivalents

analysis ofthe cash and cash equivalents are as follows:

nerated from operations

and Financial Statements

,i I



Ka kam a County Microfinance Corporation
nd Financial StatementsReports

For the eriod ended 30th June, 2020
6. Pro , plant and cquipment

ted party balances

ature of related party relationships

other parties related to the Corporation include those parties who have ability to
trol or exercise significant influence over its operating and financial decisions.
es include management personnel, their associates and close family members.
tion is related to the fo.llowing entities:

ty Government of Kakamega
ovemment of Kakamega ministry of Trade, Industrialization and Tourism
gement

embers

At l't Jul 12019
Additions 644.500 6{.1,500
Disposals
Transferg rd.justments
Depreciati on 10,742 10,712
Impairmer r1

At 30th Ju ne 2020 633,758 633,758

erclse

) TheC
) Coun

) Key
) Board

ll),t ,,r'

7.R

trties

lated
Co
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Financial Statements

ended 30th June, 2020
RXSS ON FOLLOW I-IP OF AUDITOR RECOMMENDATIONS

matters for follow up since this was the first financial year of operations.

21
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