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l. Acronyms, Abbrevietions end Glossery of Terms

A: Acronyms and Abbreviations

CBK

CCARF

CEO

DG

FCS

ICPAK

IPSAS

MD

MOC & MSME

New KPCU Plc

NT

OAG

OCOB

OSHA

PFM

PPE

PSASB

SAGAs

SC

Central Bank of Kenya

Coffee Cherry Advance Revolving Fund

Chief Executive Officer

Director General

Factory Cooperative Society

lnstitute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Managing Director

Minlstry of Cooperatives & Micro, Small and Medium Enterprises.

New Kenya Planters Cooperative Union public Limited Company

National Treasury

Office of the Auditor General

Office of the Controller of Budget

Occupational Safety and Health Act of 2007

Public Frnance Management

Propcrty Plant & Equipment

Public Sector Accounting Standards Board

Semi-Autonomous Covemment Agencies

State Corporatlons

B: Glossery of Terms

Fiduciery Menagement- Members of Management directly entrusted wrth the responsrbrlity of
financial resources of the organisation

Comparetive Yeer- Means the prior period.
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2. Key Fund Information and Menagement
(a) Backgroundinformation

The Coffee Cherry Advance Revolving Fund (CCARF) is established pursuant to PFM Act,

2012, under regulation 3 of the PFM (Coffee Cherry Advance Revolving Fund) Regulations

2020 on l2s March 2020, as a National Covemment Public Fund. The Fund is domiciled at

Nerv KPCU Plc, a State Corporation under the Ministry of Co-operatives and Micro, Small and

Medium Enterprises (MSME's) Development (MOC & MSME Development).

(b) PrincipalActivities
Provide affordable, sustainable and accessible coffee cherry advance to small holder coffee
farmers and small holder coffee estate farmers.

(c) Key Management
The Coffee Cherry Advance Revolving Fund's day-to-day management is under the following
key organs:

i) Board of Directors
ii) Managing Director
iii) Management

Board of Directors Board Members

Mr. Timothy Mirugi2 Fund Administrator

3 Head of Production lWs Angeline Ndambuki Wambui

CPA, Zaccheus Ndirangu4 Head of Finance and Accounts

5 Head of Human Resource Stephen Mbenda

6 Head of Legal Affairs Suleiman Wandeti

7 Head of Administration lWs Glory Kamungi

8 Head of ICT Viscount Amiani

IWs Evelyne Kimemia9 Head of Supply Chain

10. Head of Intemal Audit Godfrey Kirimi
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(d) FiduciaryManagement
The key management personnel who hetd office during the financial year ended 30th June 2023

and who had direct fiduciary responsibility were:

(e) Fiduciary OversightArrangements

i) Audit and Risk Committee -Board of Directors select Audit and fusk committee

which reviews the controls, risk management and govemance processes.

ii) Finance committee- Board of Directors finance select committee

iii) Technical and Commercial Committee - Board of Directors Technical and

Commercial Committee

iv) Special Funds Parliamentary Oversight Committees - Parliamentary Oversight

Committee on Agriculture.

(0 Headquarters

Wakulima House

5th Floor
Haile Selassie Avenue

P.O. Box 59638 - 00200

Nairobi,
KENYA.

(g) Contacts

Telephone: (25 4) 20-200 | 401

E-mail: info@newkpcultd.go.ke
Website: www.newkpcultd.so.ke

Mr. Timothy MirugiI Fund Administrator

2 Head of Production M/s. Angeline Ndsmbuki Wambui

CPA, Zaccheus Ndirangu5 Head of Finance and Accounts

Stephen Mbenda4 Head of Human Resource

Suleiman Wandati5 Head Of Legal Affairs

Head of Administration M/s Glory Kamungi6

Viscount Amiani7 Head of ICT

Evelyne Kimemia8 Head of Supply Chain

9 Head of Intemal Audit Godfrey Kirimi
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(h) Bankers

Co-operative Bank of Kenya,

Wakulima Branch,

Haile Selassie Avenue,

NAIROBI,
KENYA

(i) IndependentAuditor

Auditor-General
Offrce of the Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi,
KENYA

0) Principal Legal Adviser

The Attomey General

State Law Oftice and Department of Justice

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi,
KEIYYA
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3. The Board of Directors

DetailsRef Directors

)

I
I

Mr. Daniel K. Chemno was bom on l Sth January 1965. He

was appointed on the l0th of February 2023. He is the

chairman of New Kenya Planters Co-operative Union Board

of Directors. Daniel Chemno holds an MBA in management

from ALIAS Philippines, a BBA in Management from

Baraton University. He worked as the Deputy Govemor in

Uasin Gishu County for two terms,2013 -2022.

2

tzrl.-r

Dr. Benson Momanyi was born on l'r June l96l . He was appointed on

l3'h of May 2022. He is a member of the Board of Directors and the

Chair of the Finance, Strategy and Resource Mobilization Committee.
He is also a member of the Technical / Commercial Committee as well
as the HR, Compliance & Covemance Committee. Dr. Momanyi holds

a PhD in Business Administration (Strategic Management Option) from

Jomo Kenyatta University of Agriculture and technology, a Master's

degree in Business Administration (MBA), from University of Dar es

Salaam, Bachelor's Degree in Administration from Newpon University

in South Africa and Cenified Public Accountant (CPA Pan 3 Sec 5).

KASNEB and Diploma in Co-operative Administration and

Management from the Co-operative University of Kenya.

He is currently a Principal Consultant and Team Leader with Critical
Consultancy Services Ltd consulting with over 25 organisations.

Dr. Momani has also prepared practical Strategic and Business Plans for
SMEP DTM which enabled it to get the license from Central Bank of
Kenya to become a Deposit Taking Microfinance Company. He is

curently a Board Member of Masai Mara University.
He is an independent Director.

-) Mr, Simon Thuranira was born on 06th July 1972; H€ wss appointed
on l3rh of May 2022. He is an LLB graduate with a Diploma from the

Kenya School ofLaw. On 126 April,200l. He is the Chairofthe HR,

Compliance & Govemance Comminee, and a member of the Audit &
Risk Comminee He was admitted as Advocate of the High Court of
Kenya. He is cunently a practicing Advocate and practices in the name

of Thuranira. Atheru Advocates and Company Advocates. He worked

with the County Covemment of Meru as the Chief Legal Officer fiom
November 2013 to August 2017, Kinuthia Arithi and Company

Advocates from 30'h June.200l to 3l'' October.20l3 and B.G Kariuki
Advocates from 126 April, 2001 to 29'h June 2001 as an Associate

Advocate. He is an independent Director
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I
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Charles Karinga was born in 0 I 'r January 1978. He was appointed

l3'h of May 2022. He is a member of the Technical ,/Commercial

Committee and the Finance. Strategy and Resource Mobilization
Committee. He holds a certificate in Agriculture from Kilifi Institute

ofAgriculture. He was the Factory Manager for Kawamura Coffee

Factory from 2001 - 2005 and an Agronomist in charge of Sales and

Marketing in Topserve East Africa Ltd. He is an accomplished

agronomist with significant expertise in education. He is an

independent Director

5 Esther Nyambura Kariuki was bom l5'h September, 198[. She was

appointed on l3'h of May 2022. She holds a Bachelor of Arts
Communications and Sociology Degree ltom the University of Nairobi.

She is also cunently pursuing a qualification as a Certified Financial and

Investment Analyst from KASNEB and a Master's Degree in Gender &
Development Studies. She is cunently the Head, Agribusiness, Co-

operative Bank of Kenya.

She is the Chair of the Technical / Commercial Committee and is a
member of the Audit & Risk Comminee. She is an independent

Director.

6 Pstrick Mains Mburu was born on 03'd September, 1968. He was

appointed on l3'h of May 2022. He holds a Diploma in Banking
(Credit) from Universal College.

He is a member of the Finance, Strategy & Resource Mobilization
Committee and the HR, Compliance and Governance Commiftee. He is

currently the Chairman of Muthithi Farmers' Co-operative Society and

has held the position from 2014.

He is an independent member.

7

s
tu, )i

Charles Mutwiri Rirtaugu was born on O3'd March 1959. He was

appointed on l3s of May 2022. He is a member of the Technical /

Commercial Committee as wellas the HR, Compliance & Govemance

Committee.

He is an Estate Farmer and owns Mukarimu Estate.

He is an independent Director

v l



Cfilbe Cherrl' .4dtunce Revolving Fund (('CARF)
Annual Report and Financial Statements
for the year ended June 30, 2023.

8

9 Thomas Masila was born on 20ih August 1976. He was appointed on

l3rh May 2022. He is the Chair of the Audit & Risk Committee and a

member of the HR, Compliance & Govemance Committee. He has a

Master's Degree in Project Planning and Management from the

University of Nairobi, Bachelors of Education Degree in Art,
Accounting and Economics from the University ofNairobi and Diploma

in Co-operative Management from Kabete Campus.

He is an Estate Coffee Farmer and proprietor of Mbandi Estate.

He is an independent Director

10. JOYCE NKIROTE KINUU is Alternate member to PS, Ministry of
Cooperalives and MSMES. She is Head of the Legal Unit, State

Department for Co-operatives. She is a member of all the Board

Committees. She holds Bachelor of Social and Legal Sciences (BSL)

Bachelor of Law (LLB) from University of Pune under. Masters of Law

from Universiry ofNairobi and Post Craduate Diploma in Law from the

Kenya School of Law. She worked as a State Counsel at Office of the

Attorney General and Department of Justice, Department of Advocates

Complaints Commission [201]-2018] her duties included providing
legal advice on complaints of professional misconduct against

advocatesl providing researched legal opinions: analysing and

investigating complaints of professional misconduct against advocates;

subjecting complaints of professional misconduct against advocates to

Altemative Dispute Resolution (ADR) mechanism; prosecution of
complaints of professional misconduct against advocates at the

Advocates Disciplinary Tribunal; organizing and conducting

stakeholders workshops, public sensitization and legal aid clinic
programmes in the counties.

She is an alternate Director liom the office ofthe Aftorney General.

Gloria Wamalwa Gummerus was born on 01" April, 1971. She was

appointed on l3'h of May 2022. She is a member of the Technica'

Commercial Committee and the Audit & Risk Comminee.

She is a Estate Farmer and is the CEO ofSakami Coffee Ltd. She is

also a Founder Member of Women in Coffee Kenya Chapter. She is a

skilled coffee cupper and roaster.

She is an independent Director.
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NIr. Festus Marangu, I)eputi' Inspector - Gencral.

Inspectoratc of' State Corporations an altenate
representing the Inspector Ceneral of State

Corporations. Festus Marangu rr'as born in 1964 and holds

a MSc in (iovernance and [.eadership, MPhil in

lnternational l{urnanitarian Law. bachelor of' Arts in

Communication and Comrnunitl' [)evelopment.

Mr. Moses Irungu Kibugi is an alternate member from
The National Treasurl'. LIe is a Principal Finance Ollicer
at the National l reasury'. Moses uas bom in 1978 and holds

an MBA in Forensic accounting and auditing fiom Moi
Llniversity. Bachelor Phikrsophf in Applied Statistics and a

IIight'r Diploma in applied st.rtistics.

Mr. Suleiman Wandati, is the Companl Sccretary.
o BAt.. t.t.u
o Post (]raduate [)iploma fiom the Ken_,-a school of'

lau
o Certilied Prof'essional Mediation
o Certitlcd Public Secretary fiom Kasneb (Ongoing)
o Mcmber ol lhe Kenya Association of' Cooperatives

lt.

1I

Mr.f imothy Ivl. Mirugi is he Managing Dircctor and was
appointed on the i'd olJanuarl'2023. tle holds

. Mastcrs in IJusiness Administration. Strategic
Management - Kenyatta Universitl : 201.1 to 2019

. Bachelor ol International Business Administration -

Ivlakerere LJniversitl Business School: 2003 to 2006
o St. Paul's IVIbale College Uganda-t,lganda

Advanced Certiflcate of Flducation: 2001 to 2002
. Customer Service training at Horizons Ltd
. Import Export training course in China

I
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4. Key Management Team

Management Details

I n

Mr. Timothy M. Mirugi
Managing Director

o Masters in Business Administration, Strategic
Management - Kenyatta University: 2014 to 2019

o Bachelor of Intemational Business Administration -

Makerere University Business School: 2003 to 2006
. St. Paul's Mbale College Uganda-Uganda Advanced

Certificate of Education: 2001 to 2002
o Customer Service training at Horizons Ltd
. Import Export training course in China

2

M/s Angeline W. Ndambuki
Head of Production

o Higher Diploma in Human Resource Management
. Bachelor of Business Administration - Human

Resource Management
. Diploma in Computer Studies
. Diploma in Business Administration
o Certificate - Balanced Scorecard Training
o CounsellingCertificate

3

CPA Zaccheus Kagema
Ndirangu
Head of Finance &
Accounts

o BCOM (Accounting - Option) from University Of
Nairobi

o CPA (K)
. Strategic Leadership Development Program &
. Senior Management Course from Kenya School of

Govemment,

. Project Management course

. Contract Management course

o IFMIS Financial Reporting

o Cash Management, and

. Corporate Director Course.

xl



Coffee Cherry Advance Revolving Fund (CCARF)

Annual Report and Financial Statements
for the year ended June 30, 2023.

4

Mr. Stephen Mbenda
Head of Human
Resource

a Higher Diploma in Human Resource Management

from the Institute of Human Resource Management

(IHRM)

Senior management course (SMC) from Kenya

School of Government

Strategic Human Resource Management course from
Kenya School of Government.

a

a

5

IWs Glory Kamungi
Head of Administration

o Masters of Art in Project Planning and Management
o Bacholor of Education (Arts)
o Administrative Officers Exam - Public Service

Commission
o Senior Management Course - Kenya School of

Government

6

Mr. Suleiman Wandati
Company
Seceretary/Head of
Legal Afrairs

. BAL, LLB

. Post Craduate Diploma from the Kenya school of
law

o Certified Professional Mediation
o Certified Public Secretary from Kasneb (Ongoing)
. Member of the Kenya Association of Cooperatives

7

Viscount Amiani
Head of ICT

. Bachelor ofScience (Computor Engineering)
o Microsft Systems Administrator
o Member of Computor Society of Kenya

xll
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8

I
IrJ:

a
-,.

Evelyne Kimemia
Head of Supply Chain

. Degree in Purchasing and Supplies Management

. Diploma in Purchasing and supplies Management
o Member ol Kenya Institute of Suplies Management

9

Godfrey Kirimi
Head of Internal Audit

o Bachelor ol Business Administration
. CPA (K)
r Certilied Forensic Fraud Examiner (CFFE) - Level I
. Senior Management Course - Kenya School of

Govemment
. Supervisory Skills Development - Kenya School of

Govemment
o Member ICPAK
o Member Institute of Intenal Auditors

xul



Coffee Cherry Advance Revolvinq Fund (CCARF)

Annual Report and Financial Statements
for the year ended June 30, 2023.

5. Chairman'sStatement

The establishment of Kshs. 3 Billion CCARF, was to provide affordable, accessible and sustainable

advances to small coffee growers and small coffee estates holders. Administration of this fund has

addressed the waiting period between delivery of the coffee cherry and final settlement of coffee

proceeds after the sale.

Upon delivery olcoffee cherry to the FCS's, the coff'ee farmer may apply for coffee cherry advance

based on 40%o (Forty per-centum) of the prevailing average sales price at the Coflee Exchange,

Kshs.20.00 (Twenty Shillings) per kilogram of cherry delivered or 40% (Forty per-centum) of the

payment rate to members by a co-operative society for the immediate past crop year

Some of the key achievements include increase in CCARF disbursement. For the year under review,

84,88 I farmers benefited from CCARF to the tune of Kshs.5 l2M. The fund account generated interest

which was applied to further the objectives of the fund.

A total amount of Kshs.3l0.0 million was eamed in the first & second year of operation whereas

Kshs.2l3. l0 million has been eamed in the year under review. The disbursement uptake has

continuously improved and sensitization programs and work plans for faster disbursements are

continuing.

Before the CCARF came to being, coffee tarmers disproportionately continued to bear the burden of
the coffee value chain because of various challenges some of which are poor crop husbandry,

dilapidated primary processing milling, warehousing inlrastructure and lack of access to markets,

unfavorable intemational terms of trade, rising climate change, recession and inflation, unfriendly

legal and policy framework, land division and segmentation.

The CCARF objective is to focus on Key Result Areas ofenhancing the livelihoods ofcoffee farmers

through improved access to credit. The coffee farmers expect profitable commercial farming therefore

there is need for measures that support coffee production, agronomy. primary processing. mitling and

marketing.

CCARF lrnancial year 202212023 registered improved uptake compared to previous years' as a result

ofsensitization programs and adoption ofelfective fund application and disbursement procedures.

On behalf of the Board of Directors I am confident that the current measures being put in place will
address challenges and offer mitigating measures resulting in a visible contribution to Kenya's Vision

2030 and Bottom-up Economic Transformation Agenda.

Dsniel K. Chemno
Chairman
Board of Directors
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6. Report of the Chief Executive Oflicer

The Coflbe Cherry Advance Revolving Fund (CCARF) is established pursuant to PFM Act.20l2,
under regulation 3 ofthe PFM (Coffee Cherry Advance Revolving Fund) Regulations 2020 on l21h

March 2020, as a National Covemment Public Fund. To this end, during the FY 2019/2020, the

National Treasury availed Kshs.3 Billion to New KPCU for provision of affordable, accessible and

sustainable advances to small coffee growers and small coffee estates holders.

The CCARF Regulations places the oversight of the fund as a function upon the New KPCU Board

of Directors which has continuously developed policies and strategies geared towards effective and

efficient administration of the fund and has improved the uptake and disbursement to small coffee

growers and small coffee estates holders

With the emergence of the fund, coffee productivity has greatly improved owing to farmers accessing

advances of Kshs.20 per kg ofcherry upon delivery enabling them to meet their financial needs which

supports coffee farming value chain.

Deliberate measures put in place by the management though the strategic guidance ofthe Board. has

stimulated and improved the financial performance ofthe fund year in year out. During the Financial

Year 202012021, Kshs.48 Million was disbursed, 202112022. Kshs. 152 Million was disbursed and

during the current financial year under review, Kshs.5l2 Million has been disbursed.

With approximately 84,881 tarmers having benefitted from the fund so far, I remain confident that

the current collee reforms spearheaded by the national government, coupled with institutional policy

and strategies will further improve the performance of the fund in the coming financial years through

strategies such as sensitization, awareness creation programs, decentralization, automation of
disbursement and recovery processes. For sustainability of the fund, proper recovery mechanisms

have been instituted.

The ftnd account has so far generated interest income amounting to Kshs. 476 million which is
applied to operationalization of the fund.

Timothy M, Mirugi
Mrnaging Director
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7. Statement of Performance against Predetermined Objectives for FY 2022n023

Since inception, Coffee Cherry Advance Revolving Fund has continued to implement its mandate of
provision of affordable and sustainable advance on coffee cherry delivered to FCS's and 40o/o

valuation on parchment delivered to coffee marketers.

Since Juty 2020, the CCARF has disbursed Kshs 780 million up to 30th June 2023. This has improved

rural household incomes in coffee growing areas with farmers receiving Kshs 20 per kg of coffee

cherry delivered to FCS's and 40Yo valuation on coffee parchment delivered to coffee marketers.

Refurbishment of New KPCU Plc headquarters and warehouses is ongoing with Kisii, Kitale and

other satellite offices across all coffee growing counties being established.

ln 2020, the Govemment allocated Kshs 3 billion for the Coffee Cherry Advance Revolving Fund.

Since then, Kshs 780 million has been disbursed and 84,881 coffee farmers have benefited. The fund

has improved access to affordable credit and has narrowed the waiting period between delivery of
coffee cherry and payment for colfee sold proceeds.

The New KPCU Plc has developed Human Resource Instruments, with support from the Ministry of
Cooperatives & MSME Development, which have been approved and are ready for implementation.

This would enable establishment of CCARF oflices and staffing.

The mandates of CCARF are as defined in the PFM Act 2012, and enabling (CCARF) regulations

and entails:
(i) Increasing access to sustainable credit advance to small holder coflbe farmers and small holder

estate farmersl

(ii) Improvement of rural farmer's livelihood through access to credit.

(iii) Implement the coffee cherry advance revolving fund sensitization, awareness and

accessibility.

CCARF has three strategic objectives within the current Strategic Plan for the FY 2021/2022- FY

202712028. These strategic objectives are as follows:

Objective I :

Objective 2:

Increase access to sustainable credit advance to small holder coffee farmers;

Improve rural livelihoods through Administering the Coffee Cherry Advance

Revolving Fund.

Implement the coffee cherry advance revolving fund sensitization, awareness and

accessibiliry.

Objective 3:

CCARF develops its annual work plans based on the above three objeclives. Assessment of the

Board's performance against its annual work plan is done on a qua(erly basis. New KPCU Plc

achieved its performance targets set for the FY 2022-2023 period lor its strategic objectives, as

indicated in the diagram below:

xvt
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Increase access to sustainable

credit advance to small holder

coffee farmers

Number of Farmers

benefined fiom the

CCARF

Reaching out to small

holder coffee farmers

to increase

beneficiaries 84.881

Objectives I

Fund disbursed Funds applied &
disbursed

780M

Objectives 2 lmprove rural livelihoods

through Administering the

Coffee Cherry Advance

Revolving Fund

Number of satellite
oIfices established

Recruitment of
CCARF oflicers and

sening up of satellite

offices ll

Objective 3 Implement the coffee cherry

advance revolving fund

sensitization, awareness and

accessibility.
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8. Corporate Covernance Statement

Board Meetings

The Board executes its functions through Board meetings. During the financial year. five Board

meetings were conducted.

Succession Plan

The Board was appointed for a period ol3 years by the Cabinet Secretary MoC&MSME's whereas

the Chairman was appointed by the President for a term of 3 years. When the term of each Board

member comes to an end, the appointing authority is notified for fresh appointments.

Board Charter
The company has a Board charter which defines the roles, responsibilities, functions and structures
of the Board in a way that suppo(s and guides the carrying out of its strategic oversight function.
Further, the Charter provides the Board with an opportunity to think creatively and critically on their
strategic and operational plans aligned r.l'ith the companyrs strategic direction and expectations.

Appointment and Removal of Directors
The Board of Directors was appointed in May 2022. Subsequently, members were taken through an

induction program to empower them in the discharge of their oversight role. A variation in the

constitution of the Board was carried out through the discharge of the chair who was appointed in
June 2022 through a subsequent appointment of the current Chairperson on 6th February 2023.

Roles and functions of the Board
The primary responsibility ofthe Board is to provide overall strategic direction and oversight to the

company in pursuit of its mandate. In furtherance of its responsibilities, the Board discharges the

following functions:

a) Determine the company's vision, purpose and core values;

b) Review, evaluate and approve, on regular basis the strategic objectives ofthe Company;

c) Review, evaluate and approve the Company's budget and financial forecasts;

d) Review, evaluate and approve major resource allocations and capital investments;

e) Ensure that the procurement process is cost-effective and delivers value for money;

l) Ensure effective, accurate, timely and transparent disclosure ol pe(inent inlbrmation on the

Company's operations and performance:

g) Ensure that effective process and systems of risk management and intemal controls are in

place;

h) Adopt, implement and monitor compliance with the Company's Code of Conduct and Ethics;

i) Review on a quarterly basis the attainment of targets and objectives set out in the agreed

performance measurement framework with the Covemment of Kenya;
j ) Review periodically the Company's strategic objectives and policies relating to sustainability

and social responsibilityiinvestments;
k) Protect the rights of shareholders and optimize shareholder value;

l) Enhance the Company's public image and ensure engagement with stakeholders through

effective communication:
m) Monitor compliance with the Constitution, all applicable laws, regulations, Company policies

and SoPs: and 
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Review, monitor and evaluate to ensure that the Company is effectively and consistently delivering
on its mandate

Board induction, training and development
The Board was taken through an induction course at the Kenya School of Govemment in Mombasa
in August 2022 while the Audit & Risk Board Committee was inducted in October 2022.

Board evaluation
The State Corporations Advisory Committee evaluated the Board on the 2l't of August 2023

Conflict of lnterest
Board members declared and registered conflict of interest in all Board and Committee meetings
during the current financial year.

Board Remuneration
Members of the Board of Directors are remunerated for their services in accordance with the
prevailing legislative provisions and/or guidance from the relevant authority. In line with best
practice, the remuneration includes sitting allowance, daily subsistence allowance, mileage. The
Chairman of the Board is entitled to honorarium as stipulated in the prevailing guidelines from
relevant authority

Ethics and conduct
ln line with Section 3 ofthe Leadership and Integrity Act No. l9 of20l2 ofthe Laws of Kenya, the
Board of Directors respects the values, principles and the requirements ofthe COK. including:

ll.
ii i.
iv.

YI

The national values and principles provided for under A(icle l0 ofthe COK;
The rights and fundamental freedoms provided for under Chapter Four ofthe COK;
The responsibilities of leadership provided lbr under Article 73 of the COK;
The principles goveming the conduct of State officers provided for under Article 75 ofthe
COKI
The educational, ethical and moral requirements in accordance with Article 99 (l) (b) and
193 (lXb) ofthe COK;
In the case ofCounty Govemments, the objectives ofdevolution provided for under Article
I 74 of the COK: and
The values and principles of Public Service as provided for under Article 232 ofthe COK.vll

Governance Audit
The Board of Directors complies with govemance audit which includes the following parameters

among others;

a) Leadership and strategic management:

b) Transparency and Disclosure;

c) Compliance with Laws and Regulations;

d) Communication with stakeholders;

e) Board independence and govemancel

t) Board systems and procedures;

g) Consistent shareholder and stakeholders' value enhancement; and

h) Corporate social responsibility and investment
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9, Management Discussion and Analysis

Since inception, the management has continued to implement the mandate of the Coffee Cherry

Advance Revolving Fund through prudent and sustainable management ofadvance disbursement and

recovery.

Operational Performance
Highlighted in the table below is the operational performance ofthe fund for the last 3 financial years

Year

CCARF DISBURSEMENT

2022/2023

2021/2022

202012027

0 100 200 300 400 500 600

. CCARF DISEURSEMENT

During the same period, the following recoveries were made Kshs. 35,281,662.75 in 2020/2021,

Kshs.64,32 1,086 .16 in 2021 12022. Kshs. 125,327,005.10 in 2022/2023.

CCARF Recoveries
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Investment Decisions

To simplifu accessibility and ensure effective processes in application, evaluation, disbursement and

recovery, efforts are ongoing to automate CCARF operations.

Compliance with Statutory Requirements
Administration of CCARF is guided by PFM Acr 2012, and attendant PFM (CCAR-F) Regulations

2020. CCARF Operations are carried out in compliance with these key regulatory frameworks.

Major Risk of the fund
These are events whose occurrence has an impact on the realization of the objective ofthe fund. Key
risks identified in the institutional Risk Management Framework for the fund are default risk, strategic

risk and communication risk.

Material arrears in statutory and other financial obligations - payables and receivables
Though the CCARI disbursement has continued to improve the CCARF recoveries on the other hand

reflect a trend that might affect the operations.
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10. Environmental and Sustainability Reporting

S ustaina bil ity strategt o nd p rotile

CCARF exists to transform lives. This is our purpose: the driving force behind everything we do.

It is what guides us to deliver our strategy, putting the customer / citizen first, delivering relevant

goods and services and improving operational excellence. Below is an outline ofthe organisations

policies and activities that promote sustainability.

In agronomists support services, field officers visit farms to bring services closure to the farmers

and follow up to ensure correct application of farm inputs. This brings farmers closer to services

provided by CCARF.

It is imperative to hold the hand of the farmers all through the whole coffee value chain. Coffee

quality and premium grands are made from the farm and there after sustained through careful

handling during pulping, drying and delivery to milling plants.

The corporate social responsibility program targets areas of show casing to ensure farmers are made

aware of the coffee tree husbandry and agronomy care which enables great results in quality and

volume. The average output per coffee bush is 2 kgs whereas the same can easily produce up to

l5kgs comfortably with the right use of farm inputs.

xxlt



CoLfee Cherry Advance Revobing Fund (CCARF)
Annual Report and Financial Statements
for the year ended June 30, 2023.

I l. Report of the Directors

The Directors submit their report together with the audited financial statements for the year ended

June 30,2023, which show the state of the Coffee Cherry Advance Revolving Fund affairs

i) Principal activities

The principal activities ofthe fund are processing advance application, disbursement and recovery.

ii) Results

The results ofCCARF for the year ended June 30, 2023, are set out on page I - 69.

iiD Directors

The members ofthe Board of Directors who served during the year are shown on page vii - ix. During

the year 2022/2023, The Chairman ofthe Board was replaced and a new Chairman was appointed

with effect from 6th February 2023. The rest of the Board members continued to serve for the period

under review.

iv) Surplus remission

The Fund did not remit any remittance to the consolidated fund during the Financiat Year ended 30t

hne2023.

v) Auditors

The Auditor-General is responsible for the statutory audit of CCARF in accordance with Article 229

ofthe Constitution of Kenya and the Public Audit Act 2015.

By Order of the Board

Suleiman Wandati
Corporation Secretary/Secretary to the Board
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12. Statement of Directors Responsibilities

Section 8l ofthe Public Finance Management Act, 2012 and (Coffee Cherry Advance Revolving Fund

(CCARF)PFM regulations March, 2020) require the Directors to prepare financial statements in

respect of CCIRF, which give a true and fair view of the state of affairs of the CCARF at the end of
the financial year ended 30th June,2023 and the operating results of the CCTRF tbr that year. The

Directors are also required to ensure that the CC,4RF keeps proper accounting records which disclose

with reasonable accuracy the financial position ofthe CCARF. The Directors are also responsible for

safeguarding the assets of the CCARF.

The Directors are responsible for the preparation and presentation ofthe CC,4 RF financial statements,

which give a true and fair view ofthe state ofaffairs of the CCARF for and as at the end ofthe financial

year ended on June 30, 2023. This responsibility includes: (i) Maintaining adequate financial

management arrangements and ensuring that these continue to be effective throughout the reporting

period; (ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any

time the financial position of the CCARF; (iii) Designing, implementing and maintaining intemal

controls relevant to the preparation and fair presentation ofthe financial statements, and ensuring that

they are free from material misstatements, whether due to error or fraud; (iv) Safeguarding the assets

of the CCARF; (v) Setecting and applying appropriate accounting policies; and (vi) Making

accounting estimates that are reasonable in the circumstances.

The Directors accept responsibility for the CCARF financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and estimates,

in conformity with International Public Sector Accounting Standards (IPSAS), and in the manner

required by the PFM Acr,2012 and (the CCARF PFM regulations). The Directors are ofthe opinion

that the CCll?.E financial statements give a true and fair view of the state of CCARF transactions

during the financial year ended June 30, 2023, and ofthe CCARF financial position as at that date.

The Directors further confirms the completeness ofthe accounting records maintained for the CCARF,

which have been relied upon in the preparation of the CCARF financial statements as well as the

adequacy ofthe systems of intemal financial control.

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

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

Approval of the financial statements

The CC,4RF financi statements were approved by the on 29th September, 2023 and signed on

its behal

Timothy M. Mirugi
Managing Director

Zaccheus K. Ndirangu
Head of Finance

ICPAK No.4820:

Daniel K. Chemno
Chairman of the Board

9\\r-o'<Date 3\\*z-. Date
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REPORT OF THE AUDITOR-GENERAL ON COFFEE CHERRY ADVANCE
REVOLVING FUND FOR THE YEAR ENDED 30 JUNE, 2023

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on LaMulness and Effectiveness in Use of Public Resources which considers
complianee with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of lhe governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finanec Management Act, 2012 and the Public Audit Act, 2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Coffee Cherry Advance
Revolving Fund set out on pages 1 to 66, which comprise of the statement of financial

Report of the Auditor-Cenerul on Cofee Cherry Advance Revolving Fund for the year ended 30 June, 2023
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position as at 30 June, 2023, and the statement of financiaf performance, statement of
changes in net assets, statement of cash flows and the statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act ,2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Coffee Cherry Advance Revolving Fund as at
30June,2023,and of itsfinancial performance and its cash flows forthe yearthen ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Public Finance Management Act, 2012 and the Public Finance
Management (Coffee Cherry Advance Revolving Fund) Regulations, 2020.

Basis for Qualified Opinion

1, lnaccuracies in the Financial Statements

The financial statements presented for audit had the following inaccuracies:

The statement of financial position reflects comparative cash and cash equivalents
balance of Kshs.2,917,791,246 while the corresponding Note 29 to the financial
statements reflects comparative balance of Kshs.2,898,219,'112 resulting to an
unexplained and unreconciled variance of Kshs.1 9,852,1 34.

ii. Further, the statement reflects a comparative balance of Kshs.3,032,138,972 in
respect to total net assets and liabilities. Recasting of balances yielded
Kshs.3,025,381,696 resulting to an unexplained and unreconciled variance of
Kshs.6,757,276.

iii. ln addition, the statement reflects a comparative current liabilities balance of
Kshs.6,181,918 while the corresponding Note 43 to the financial statements reflects
nil balance resulting to an unexplained and unreconciled variance of Kshs.6,181,918.

iv.The statement of cash flows reflects net cash flows from operating activities of
Kshs.1 35,1 5'l ,796 while the corresponding Note 50 to the financial statements reflects
an amount of Kshs.571,799,806 resulting to an unexplained and unreconciled
variance of Kshs.436,648,01 0.

v. The disclosure on capital risk management at Note 51(iv) to the financial statements
reflects total Borrowings of Kshs.17,624,537 that has not been incorporated into the
financial statements.

ln the circumstan@s, the presentation, accuracy and completeness of the above
balances as reflected in the financial statements could not be confirmed.

Report of the Auditor-General on Collee Cherry, Advance Revolving Fund for the yeor ended j0 June, 2023
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Basis for Conclusion

1. Failure to Prepare Annual Workplan and Budget for the Fund

As previously reported, the Fund did not prepare annual work programme and budget for
the financial year ended 30 June, 2023.ln the foregoing circumstances, it was impossible
to establish the Fund's approved activities and cost estimates thereof for the financial
year under review as envisaged. This was in contravention of Regulation 23(1) of the
Public Finance Management (Coffee Cherry Advance Revolving Fund) Regulations, 2020
which states that, "at least six months before the crmmencement of each financial year,
the Board shall cause to be prepared estimates of the revenue and expenditure of the
Fund for that year".

Further, Regulation 6(2) of the Public Finance Management (Coffee Cherry Advance
Revolving Fund) Regulations, 2020 stipulates that the expenditure on the Fund shall be
on the basis of and limited to annual work programmes and cost estimates which shall be
prepared by the Administrator at the beginning of every financial year and approved by
the Board.

ln the circumstances, Management was in breach of the law.

2. lrregular lnvestment of Undisbursed Funds in Call Account at a Commercial
Bank

As previously reported the cash and cash equivalents balance of Kshs.2,286,286,291
includes an amount of Kshs .2,181,054,794 invested in call deposits, held in a Commercial
Bank, as disclosed at Note 29 to the financial statements. This is contrary to The National
Treasury Circular Ref. DMD 4102'H' (63) of 26 March, 2018 which directed all State
Corporations and Semi-Autonomous Government Agencies (SAGAs) to invest surplus
funds in Treasury Bills and/or Treasury Bonds directly through Central Bank of Kenya
without intermediaries. All funds previously held in fixed deposits in commercial banks /
financial institutions were not to be rolled over but retired and invested in Treasury bills /
bonds.

Further, the balances held with the commercial banks on call deposit have accumulated
unapplied interest of Kshs.181 ,054,794. Unapplied funds do not benefit from interest,
unless rolled over as part of the principal balances. This has denied the Fund the benefit
of a higher return on those unpaid Funds.

ln the circumstances, Management was in breach of the law and value for money was
not realized from unapplied interest that was not rolled over.

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

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have ohtained is sufficient and appropriate
to provide a basis for my conclusion.

Report ofthe Auditor-Ceneral on Col/ee Cherry Adrance Revolving Furul for the yeor endcd 30 June, 2023
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2. Presentation of the Financial Statements

Review of the financial statements revealed that the Management did not comply with the
lnternational Public Sector Accounting Standards (Accrual Basis) as prescribed in the
Public Sector Accounting Standards Board Reporting Template (Revised 2023).

ln the circumstances, the presentation of the financial statements was not in accordance
with the format prescribed by the Public Sector Accounting Standards Board.

3. Long Outstanding Trade Receivables

The statement of financial position reflects receivables from exchange transactions and
receivables from non-exchange transactions balances of Kshs.488,240,754 and
Kshs.215,187,818 as disclosed in Note 30(d) and 31 to the financial statements
respectively both totalling Kshs.703,428,572. However, included in Kshs.703,428,572 is
Kshs.337,994,165 of receivables, which have been outstanding for more than one (1)
year. Management did not provide explanation for the delays in recovery or actions being
taken to recover the long overdue amounts. Further, no provisions for bad and doubtful
debts have been made despite its doubtful nature.

ln the circumstances, the accuracy and recoverability of the trade receivables balance of
Kshs.703,428,572 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Coffee Cherry Advance Revolving Fund
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 sufflcient 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 ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) oI the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Report ofthe Auditor-General on Coffee Cherry Advance Retolving Fundlor the yeor ended 30 June.2023
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Directors

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 overall 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 applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

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

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 is 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

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,

Report of the Auditor-Ceneral on Collee Cherry Advance Revolving Fundfor the yeor ended j0 June, 2023
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and to issue an auditor's report that incrudes 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
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) ol lhe Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism 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 risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

a

a
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Conclude on the appropriateness of the Manage.ment's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
ability to continue to sustain its services. lf I conclude that a material uncertainty exists,
I am required to draw attention in the auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to continue
to sustain its services.

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

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

a

a

Perform such other procedures as I consider necessary in the circumstances

I communicate with 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 communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and where
applicable, related safeguards.

t

FCP , cBs
AUDITOR-GENERAL

Nairobi

24 January,2024

Report of the Auditor-General on Col/ee Cherry Advance Revolving Fund/or the yeor ended 30 June, 2023
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14. Statement of Financial Performance for the year ended 30 June 2023

Revenue from non-exchange transactions

Transfers from other govemments entities 6

7Levies. Fines. and penalties

8Public contributions and donations

Property taxes revenue 9

l0Licenses and perm its

Revenue from exchange transactions

uRendering of services

t2Sale of goods

Rental revenue from facilities and equipment l3

t4 2 13, 104,015 t75,597,774Finance income

t5 8,009,818Other income (CCARF 3% Admin Charges)

221,113,E34 175,597,774Totrl revenue

Expenses

l6 10,962,03 8 1,350,326Use of goods and services

t7Employee costs

Board Expenses l8

Depreciation and amortization expense l9

20 22,461,828Repairs and maintenance

23,812,t54Total Expenses 10,962,038

2tContracted services

22 75,000,000Grants and subsidies (New KPCU Plc Budget)

Finance costs 23

85,962,038 23,812,154Totel expenses

Other gains/(losses)

24Gain/Loss on sale ofassets

Cain/Loss on foreign exchange transactions 25

Gain /Loss on fair value of investments 26

27Impairment loss

135,151,796 151,785,620Surplus/ (delicit) before tax

28Taxation (Not Applicable)

135,151,796 151,785,620Surplus/(delicit) for the period/year

Remission to National Treasurv 47

135,151,796 151,785,620Net Surplus for the year

Anributable to

Sumlus/(deficit) attributable to minority interest
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Surplus attributable to owners of the controlling
Fund

ssr98,543.90 t 5 I,785,619.70

The notes set out on pages I I to 64 form an integral part ofthese Financial Statements. The Financial

Statements set out on pages 1 to 10 were signed on behalfofthe Board of Directors by:

Timothy Mirugi
Managing Director

Date

Zaccheus K Ndirangu
Head of Finance
ICPAK M/No:4820

Daniel Chemno
Chairman of the Board

Deteflr\r->v o"t. 9\r\"1513t

ssr98,543.90 1s1,785,619.70
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l5 Statement of Financial Position as at 30 June 2023

Assets

Current Assets

29 2,286,286,292 2,917 ,79t,246Cash and Cash equivalents

30 (a) 488,240,754 101,196,534Receivables from Exchange Transactions

3l 2 t 5,l 87,81 8 t2,95t,t92Receivables from Non-Exchange Transactions

32Inventories

5.5 160,050,000Investments in financial assets (Collateral -Guarantee)

3,149,764,864 3,032,138J72Totel Current Assets

Non-Current Assets

Property, Plant and Equipment 34

33lnvestments

35lntangible Assets

36Investnent Property

Receivables from Exchange Transactions 30 (b)

Total Non- Current Assets

Total Assets 3,r49,,764,E64 3,032,13E,972

Liebilities

Current Liabilities

Trade and Other Payables 37 t7,624,537

Refundable Deposits fiom Customers 38

Current Provision (New KPCU Plc Budget) 39

40Finance Lease Obligation

43 6,181,918Current Portion of Borrowings

4tDefened Income

42Employee Benefit Obligation

Social Benefits 46

Taxation 48

17,624,537 6,l8r,9lETolal Current Lisbililies

Non-Current Lisbilities

Non-Current Employee Benefit Obligation 42

Non-Current Provisions 43

44Borrowings

45Service Concession Liability

J
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Social Benefits 46

The financial statements set out on pages I to l0 were signed on behalfofthe Board of Directors by:

Timothy Mirugi
Managing Directo

Date

accheus K. Ndirangu
Head of Finance
ICPAKMemberNumber:4820

Date

Daniel K. Chemno
Chairman of the Board

DateQ\u->-',r 2\'\ as)-\

Deferred Tax Liabilities 49

Total Non- Current Liabiliti€s

Total Liabilities 17,624,537

Net Assets

Reserves

Accumulated Surplus 368,045,806 255,105,257

Capital Fund 2,'164,094,52t 2,764,094.521

3,132,t40,327 3,019,199,778Total Net Assets

3,149,764,E64 3,032,138,972Totel Net Assets and Liabilities
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Colfee Cherry Advunce Revolving Fund (CCARF)

for the year ended June 30, 2023.

16. Statement ofChanges in Net Assets for the year ended 30 June 2023

KshsKshs Kshs Kshs Kshs Kshs Kshs

As at July l, 2021 8l,r08J9l 2,764,094,521 2,845,202,912

lssued new capital

Revaluation gain

Transfer ofexcess
depreciation on
revaluation

Deferred tax on excess
depreciation
Fair value adjustment on
lnvestments

Surplus/ deficit for the
year I 51,785,620 151,785,620

Capital/development
grants received during
the year

Transfer of
deprec iation/amortization
from capital fund to
retained eaminqs

Dividends paid

Interim dividends paid

Proposed fi nal dividends

As at June 30, 2022 232,894,010 2,764,0945.21 2,996,988531

As at July l, 2022 732,894,0t0 2,764,094521 2,996,988531

Issue ofnew share
capital

Revaluation gain



Colfee Cherry Advunce Rewslving Fund (C'CARF)

Annual Report and Financial Statements
for the year ended June 30, 2023.

Transfer ofexcess
depreciation on
revaluation
Deferred tax on excess
depreciation
Fair value adjustment on
investments
Surplus/ (deficit) fbr the
year 135,151,796 135,151,796

Capital/development
grants received during
the year

Transfer of
depreciation/amortisation
from capital fund to
retained eamings

Dividends paid

lnterim dividends paid

Proposed fi nal dividends

As at June 30, 2023 368,045,806 2,764,094,521 3,132,t40,327
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17. Statement ofCash Flows for the year ended 30 June 2023

o
Cash flows from operating activities

Receipts

Transfers from other govemments entities

Levies, fines, and penalties

Public contributions and donations

Property taxes revenue

Licenses and permits

Rendering of sewices

Sale of goods

Rental revenue from facilities and equipment

Finance income 213,104,01 5.50 175,597,773.90

Other income 8,009,81 8.30

Total receipts 221,113,833.80 175,597,773.90

Payments

Use of goods and services 10,962,038.00 1,350,326.20

Employee costs

Board Expenses

Repairs and maintenance

Contracted services

Grants and subsidies 75,000,000.00

Total payments 85,962,038.00 t,3s0,326.20

Net cash flows from/(used in) operating activities 50.00 135,151,795.80 174,247,447 .70

Cash flows from investing activities

Purchase ofPPE and Intangible assets

Proceeds from sale of PPE

Purchase of investments (672.050.000.00)

Sale of investments

(650,000,000.00)Net cash flows from/(used in) investing activities

Cash flows from financing activities

Proceeds from borrowings 18,495,045.80

Repayment of bonowings

Proceeds from issue of shares

Net cash flows from financing Activities 18,495,045.80
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(63r,504,954.20)

(63 l,504,9s4.20) 50,386,085.95Net increase/(decrease) in cash &

Cash equivalents

29.00 2,917,791,246.05 2,968,177 ,332.00Cash and cash equivalents at I July

2,286,286,291.85 2,917,791,246.05Cash and cash equivalents as at 306 June

8
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18. Strtement of Comparison of Budget rnd Actual amounts for the year ended 30 June 2023

a b C:(a+b) d r(c-d)
Fd./c* l0

0

Revenue

Transfers fiom Other

Govemments entities

Levies, Fines and

Penalties

Public Contributions and

Donations

Properry Taxes Revenue

Licenses and permits

Rendering of Services

Sale of Goods

Rental Revenue from
Facilities and Equipment

Finance Income 205,000,000.00 205,000,000.00 213, t 04,0r 5.50 -8,104,015.50 t01.95

Agency Income

C)ther Income

Total Income 205,000,000.00 205,000,000.00 213,104,015.50 -8,104,015.50 103.95

Expenses

77,000,000.00 77,000,000.00 74,861,358.48 2,138,641.52 97.2
Use of Goods and

Services

Employee costs 8,000,000.00 8,000,000.00 7,944,t t3.00 55,887.00 99.3
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a b 6=16+b) d e:(c-d)
Fd/c* l0

0

Remuneration ol
Directors

Repairs and Maintenance

Contracted Services

Grants and Subsidies 20s,000,000.00 - r 30,000,000.00 75,000,000.00 75,000,000.00 r00

Total Expenditure 290,000,000.00 t 60,000,000.00 157,805,471.48 2,t94,528.52 99

Surplus for the period 55,298,544.02 19,701 ,455.98 73.73

Capital Expenditure
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19. Notes to the Financial Statements

l. General Information
The Coffee Cherry Advance Revolving Fund (CCARF) is established by and derives authority

and accountability from the Public Finance Management (Coffee Cherry Advance Revolving

Fund) Regulations, 2020. The CCARF is wholly owned by the Government ofKenya and is

domiciled in New Kenya Planters Cooperative Union. The CCARF principal activity is to

provide affordable, sustainable and accessible cherry advance to smallholder coffee growers

and small holder coffee estates.

2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and equipment,

marketable securities and financial instruments at fair value, impaired assets at their estimated

recoverable amounts and actuarially determined liabilities at their present value. The

preparation of financial statements in conformity with Intemational Public Sector Accounting

Standards (IPSAS) allows the use of estimates and assumptions. It also requires management

to exercise judgement in the process of applying the CCAR-F accounting policies. The areas

involving a higher degree ofjudgement or complexity, or where assumptions and estimates

are significant to the financial statements, are disclosed in Note 5 ofthese financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is the

functional and reporting currency of the CCARF. ?"he financial statements have been prepared

in accordance with the PFM Act, the State Corporations Act, and lntemational Public Sector

Accounting Standards (IPSAS). The accounting policies adopted have been consistently

applied to all the years presented.

lt
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Annual Reports and Financial Statements
for the year ended June 30, 2023.

Notes to the Financial Statements (Continued)

3. Adoption ofNew and Revised Standards

i. New and amended slandards and inlerpretations in is.sue effective in the year ended 30

June 2023.

IPSAS
Financial

lnstruments

4t:. Applicable: l"t January 2023:

The objective of IPSAS 4l is to establish principles for the

financial reporting of financial assets and liabilities that will
present relevant and useful information to users of financial

statements for their assessment of the amounts, timing and

uncertainty ofan Fund's future cash flows.
IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29, by:
. Applying a single classification and measurement model

for financial assets that considers the characteristics of
the asset's cash flows and the objective for which the

asset is held:

. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments

subject to impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the

guidance. The model develops a strong link between an

Fund's risk management strategies and the accounting

treatment for instruments held as part of the risk
management strategy.

The New KPCU PLC was not affected by the change

Applicable: l't January 2023

The objective ofthis Standard is to improve the relevance, faithful
representativeness and comparability of the information that a

reporting Fund provides in its financial statements about social

benefits. The information provided should help users of the

financial statements and general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Fund.

(b) The key features of the operation of those social benefit

schemes; and

(c) The impact of such social benefits provided on the Fund's

financial performance. financial position and cash flows.
'Ihe Neu KPC U Pl,C complics rvith the regruning requireme nt as per the IPSA S

42

IPSAS 42: Social

Benefits

Amendments to
Other IPSAS

resulting from

IPSAS 41,

Applicable: lst January 2023:

a) Amendments to IPSAS 5, to update the guidance related to

the components of bonowing costs which were

inadvertently omitted when IPSAS 4l was issued.

t2
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Annual Reports and Financial Statements
for the year ended June 30, 2023.

Financial

lnstruments

b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently

omitted when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for
accounting for financial guaranteed contracts which were

inadvertently omitted when IPSAS 4l was issued.

d) Amendments to IPSAS 33, to update the guidance on

classi$ing financial instruments on initial adoption of
accrual basis IPSAS which were inadvertently omitted

when IPSAS 4l was issued.
(The New KPCU PLC complies $'ith the rcqulremenb of IPSAS 1l)

Other

improvements
IPSAS

to

Applicable l"t January 2023

c IPSAS 22 Disclosure of Financial Information about the

General Government Secton Amendments to refer to the latest

System ofNational Accounts (SNA 2008).

o IPSAS 39: Employee Benefits. Now deletes the term composite

social security benefits as it is no longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and
Measurement. Standard no longer included in the 2023

IPSAS handbook as it is now superseded by IPSAS 4l which

is applicable from l't January 2023.
(The Ne* KPCU PLC complles x'ith the rcquitemenls of IPSAS 22)

l3
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Notes to the Financial Statements (Continued)

ii. New and amended slandards and inletpretalions in issue but nol yet effeclive in the

yeat ended 30 June 2023.

Early adoption of standards

The Fund did not early - adopt any new or amended standards in the financial year the

Fun<l adopted lhe following standards earl1, (slate the standards, reason for early

adoption and impacl on Fund's fnancial stotemenls.)

IPSAS 43 Applicable I't January 2025

The standard sets out the principles for the recognition, measurement,

presentation, and disclosure of leases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial

position. financial performance and cashflows ofan Fund.

The new standard requires entities to recognise. measure and present

information on right of use assets and lease liabilities.
Nefl KPCU PLC is not allected by the IPSAS 16

IPSAS 44:

Non- Current

Assets Held

for Sale and

Discontinued

Operations

Applicable I't January 2025

The Standard requires.

Assets that meet the criteria to be classified as held for sale to be measured

at the lower of carrying amount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be presented

separately in the statement of financial position and the results of
discontinued operations to be presented separately in the statement of
financial performance.
Nex' KPCU PLC not allected

l4
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Annual Reports and Financial Statements
for the year ended June 30, 2023.

Notes to the financial statements (continued)

4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions
Fees, taxes and lines
The CCARF recognizes revenues from fees, taxes and fines when the event occurs and

the asset recognition criteria are met. To the extent that there is a related condition

anached that would give rise to a liability to repay the amount, deferred income is

recognized instead of revenue. Other non-exchange revenues are recognized when it is

probable that the future economic benefits or service potential associated with the asset

will flow to the Fund and the fair value ofthe asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured

at fair value and recognized on obtaining control of the asset (cash, goods, services and

property) if the transfer is free from conditions and it is probable that the economic

benefits or service potential related to the asset will flow to the Fund and can be measured

reliably. To the extent that there is a related condition attached that would give rise to a

liability to repay the amount, the amount is recorded in the statement offinancial position

and realised in the statement of financial performance over the useful life of the assets

that has been acquired using such funds.

ii) Revenue from exchange transrctions
Rendering of services

The Fund recognizes revenue from rendering of services by reference to the stage of
completion when the outcome ofthe transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of
total estimated labour hours. Where the contract outcome cannot be measured reliably,

revenue is recognized only to the extent that the expenses incurred are recoverable.

l5
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Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of
ownership have been transferred to the buyer. usually on delivery ofthe goods and when the

amount ofrevenue can be measured reliably, and it is probable that the economic benefits

or service potential associated with the transaction will flow to the Fund.

Interest income
Interest income is accrued using the effective yield method. The etTective yield discounts

estimated future cash receipts through the expected life of the financial asset to that asset's

net carrying amount. The method applies this yield to the principal outstanding to determine

interest income each period.

Dividends
Dividends or similar distributions must be recognized when the shareholder's or the Fund's

right to receive payments is established.

Rental income
Rental income arising from operating leases on investment properties is accounted for on a

straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for the Current FY was approved by the National Assembly on 8" Irne,
2022. Subsequent revisions or additional appropriations were made to the approved budget

in accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the Fund upon receiving the respective

approvals in order to conclude the final budget. Accordingly, the Fund recorded additional

appropriations of n/a on the n/a budget following the goveming body's approval.

l6



Coffee Cherry Advance Revolving Fund (CCARF)
Annual Reports and Financial Statements
for the year ended June 30, 2023.

Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)

Budget information (continued)
The CCARF budget is prepared on a different basis to the actual income and expenditure disclosed

in the financial statements. The financial statements are prepared on accrual basis using a

classification based on the nature of expenses in the statement of financial performance. whereas

the budget is prepared on a cash basis. The amounts in the financial statements were recast from

the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the

approved budget. A comparison ofbudget and actual arnounts, prepared on a comparable basis to

the approved budget, is then presented in the statement of comparison of budget and actual

amounts. In addition to the Basis difference, adjustments to amounts in the financial statements

are also made for differences in the formats and classification schemes adopted for the presentation

ofthe financial statements and the approved budget. A statement to reconcile the actual amounts

on a comparable basis included in the statement ofcomparison ofbudget and actual amounts and

the actuals as per the statement of financial performance has been presented under section .r.rx of
these fi nancial statements.

c) Taxes

Current income

Current income tax assets and liabilities for the current period are measured at the amount expected

to be recovered from or paid to the taxation authorities. The ta,r rates and tar laws used to compute

the amount are those that are enacted or substantively enacted, at the reporting date in the area

where CCARF operates and generates taxable income. Current income tax relating to items

recognized directly in net assets is recognized in net assets and not in the statement of financial
performance. Management periodically evaluates positions taken in the tax retums with respect to

situations in which applicable tar regulations are subject to interpretation and establishes

provisions where appropriate.

t7
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Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)
Deferred tax

Defened tax is provided using the liability method on temporary differences between the tax bases

ofassets and liabilities and their carrying amounts for financial reporting purposes at the reporting

date. Deferred tax liabilities are recognized for alltaxable temporary differences, except in respect

oftaxable temporary differences associated with investments in controlled entities, associates and

interests in joint ventures, when the timing of the reversal of the temporary differences can be

controlled and it is probable that the temporary differences will not reverse in the foreseeable

future. Deferred tax assets are recognized for all deductible temporary differences, the carry

forward of unused tax credits and any unused tax losses. Deferred tax assets are recognized to the

extent that it is probable that taxable profit will be available against which the deductible

temporary differences, and the carry forward of unused tax credits and unused tax losses can be

utilized, except in respect of deductible temporary differences associated with investments in

controlled entities, associates and interests in joint ventures, deferred tax assets are recognized

only to the extent that it is probable that the temporary differences will reverse in the foreseeable

future and taxable profit will be available against which the temporary differences can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the

extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-assessed at

each reporting date and are recognized to the extent that it has become probable that future taxable

profits will allow the deferred tax asset to be recovered. Deferred tax assets and liabilities are

measured at the tax rates that are expected to apply in the year when the asset is realized or the

liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted

at the reporting date. Del'erred tax relating to items recognized outside surplus or deficit is

recognized outside surplus or deficit. Deferred tax items are recognized in correlation to the

underlying transaction in net assets. Deferred ta,x assets and deferred tax liabilities are offset if a

legally enforceable right exists to set off current tax assets against current income tax liabilities
and the deferred taxes relate to the same taxable Fund and the same ta,\ation authority.

t8
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

Sales ta-x

Expenses and assets are recognized net ofthe amount ofsales tax, except:

i) When the sales tax incurred on a purchase ofassets or services is not recoverable from

the taxation authority, in which case, the sales tax is recognized as part of the cost of
acquisition ofthe asset or as part ofthe expense item. as applicable.

ii) When receivables and payables are stated with the amount ofsales tax included

The net amount of sales tax recoverable from, or payable to, the taxation authority is

included as part of receivables or payables in the statement of financial position.

d) InYestment property
lnvestment properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components of an existing investment property at

the time that cost is incurred ifthe recognition criteria are met and excludes the costs ofday-
to-day maintenance ofan investment property. lnvestment property acquired through a non-

exchange transaction is measured at its fair value at the date of acquisition. Subsequent to

initial recognition, investment properties are measured using the cost model and are

depreciated over an n/a year period or investment property is measured at fair value with gains

and losses recognised through surplus or deficit

Investment properties are derecognized either when they have been disposed of or when the

investment property is permanently withdrawn from use and no future economic benefit or

service potential is expected from its disposal. The difference between the net disposal

proceeds and the carrying amount of the asset is recognized in the surplus or deficit in the

period of de-recognition. Transfers are made lo or from investment property only when there

is a change in use.

l9
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Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)

e) Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts ofproperty. plant and equipment are required to be replaced

at intervals. the 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 of the 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 transaction for nil
or nominal consideration the asset is initially measured at its fair value.

f) Leases

Finance leases are leases that transfer substantially all of the risks and benefits incidental to

ownership ofthe leased item to the Fund. Assets held under a finance lease are capitalized at

the commencement of the lease at the fair value of the leased property or, if lower. at the

present value ofthe future minimum lease payments. The Fzndalso recognizes the associated

lease liability at the inception ofthe lease. The Iiability recognized is measured as the present

value of the future minimum lease payments at initial recognition. Subsequent to initial

recognition, lease payments are apportioned between finance charges and reduction of the

lease liability so as to achieve a constant rate of interest on the remaining balance of the

liability. Finance charges are recognized as finance costs in surplus or deficit. An asset held

under a finance lease is depreciated over the useful life of the asset. However, if there is no

reasonable certainty that the Flncl will obtain ownership ofthe asset by the end olthe lease

term. the asset is depreciated over the shorter ofthe estimated useful life ofthe asset and the

lease lerm.

Operating leases are leases that do not transfer substantially all the risks and benefits

incidental Io ownership of the leased ilem to the Frrnd. Operating lease payments are

recognized as an operating expense in surplus or deficit on a straight-line basis over the lease

term-

20
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

g) Intangible assets

lntangible 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 ofthe 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, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred. The useful life of the

intangible assets is assessed as either finite or indefinite. Intangible assets with an indefinite

useful life are assessed for impairment at each reporting date.

h) Research and development costs

The Fund expenses research costs as incurred. Development costs on an individual project

are recognized as intangible assets when the Fund can demonstrate:

i) The technical feasibility ofcompleting the asset so that the asset will be available

for use or sale.

ii) Its intention to complete and its ability to use or sell the asset.

iii) How the asset will generate firture economic benefits or service potential

iv) The availability ofresources to complete the asset.

v) The ability to measure reliably the expenditure during development.

Following initial recognition of an asset, the asset is carried at cost less any accumulated

amortization and accumulated impairment losses. Amortization of the asset begins when

development is complete, and the asset is available for use. It is amortized over the period

of expected future benefit. During the period of development, the asset is tested for
impairment annually with any impairment losses recognized immediately in surplus or
deficit.
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Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)

i) Financial instru ments

IPSAS 4l addresses the classiflcation, measurement and de-recognition of financial assets and

financial liabilities, introduces new rules for hedge accounting and a new impairment model for

financial assets. The Fund does not have any hedge relationships and therefore the new hedge

accounting rules have no impact on the Company's financial statements.

A financial instrument is any contract that gives rise to a financial asset ofone Fund and a financial

liability or equity instrument olanother Fund. At initial recognition. the Fund measures a financial

asset or financial liability at its fair value plus or minus. in the case ofa financial asset or financial

liability not at fair value through surplus or deficit, transaction costs that are directly attributable

to the acquisition or issue ofthe financial asset or financial liability.

a) Financial assets

Classification of financial assets

The Fund classifies its financial assets as subsequently measured al amortised cost, fair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the Fund's

management model for financial assets and the contractual cash flow characteristics of the

financial asset. A financial asset is measured al amortized cost when the financial asset is held

within a management model whose objective is to hold financial assets in order to collect

contractual cash flows and the conlractual terms ofthe financial asset give rise on specified dates

to cash flows that are solely' payments of principal and interest on the principal outstanding. A
financial asset is measured at fair value through net assets/ equity if it is held within the

management model whose objective is achieved by both collecting contractual cashflows and

selling financial assets and the contractual terms ofthe financial asset give rise on specified dates

to cash flows that are solely payments of principal and interest on the principal amount

outstanding. A financial asset shall be measured at fair value through surplus or deficit unless it is
measured at amortized cost or fair value through net assets/ equity unless an Fund has made

irrevocable election at initial recognition for particular investments in equity instruments.
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Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)

Subsequent measurement
Based on the business model and the cash flow characteristics. the Fund classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments ofprincipal and interest, and that are not designated at fair value through

surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that is

subsequently measured at amortized cost and is not part ofa hedging relationship is recognized in

profit or loss when the asset is de-recognized or impaired. lnterest income from these financial

assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity
Financial assets that are held for collection of contractual cash flows and for selling the financial

assets, where the assets' cash flows represent solely payments of principal and interest, are

measured at fair value through net assets/ equity. Movements in the carrying amount are taken

through net assets, except for the recognition of impairment gains or losses, interest revenue and

foreign exchange gains and losses which are recognized in surplus/deficit. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis. An

estimate is made ofdoubtful receivables based on a review ofall outstanding amounts at the year

end.
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Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)

Fair value through surplus or deficit
Financial assets that do not meet the criteria fbr amonized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the Fund

manages financial assets with the objective ofrealizing cash tlows through solely the sale ofthe
assets would result in a t'air value through surplus or deficit model.

Impairment
The Fund assesses. on a fbrward-looking basis. the expected credit loss ('ECL') associated with

its financial assets carried at amortized cost and fair value through net assets/equity. The Fund

recognizes a loss allowance for such losses at each reporting date. Critical estimates and significant
judgments made by management in determining the expected credit loss (ECL) are set out in Nole

-(t.

b) Financialliabilities

Classification
The Fund classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

j) Inventories
lnventory is measured at cost upon initial recognition. To the extent that inventory was received

through non-exchange transactions (for no cost or for a nominal cost), the cost ofthe inventory is
its thir value at the date of acquisition. Costs incurred in bringing each product to its present

location and conditions are accounted tbr. as fbllows:
i) Raw materials: purchase cost using the weighted average cost method.

ii) Finished goods and work in progress: cost ofdirect materials and labour and a proportion of
manufacturing overheads based on the normal operating capacity but excluding borrowing

costs.

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or lor a

nominal charge. that class of inventory is measured at the lower of cost and current replacement

cost. Net realizable value is the estimated selling price in the ordinary course ofoperations. less

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

or distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course ofoperations of the Fund.
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Notes to the Financial Statements (Continued)
Summary of Significant Accounting Policies (Continued)

k) Provisions
Provisions are recognized when the .Fund has a present obligation (legal or constructive) as a result

ofa past event, it is probable that an outflow ofresources embodying economic benefits or service

potential will be required to settle the obligation and a reliable estimate can be made ofthe amount

ofthe obligation. Where the Frndexpects some or all ofa provision to be reimbursed, for example,

under an insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain. The expense relating to any provision is presented in the

statement of financial performance net ofany reimbursement.

l) Social Benelits

Social benefits are cash transfers provided to i) specific individuals and / or households that meet

the eligibility criteria, ii) mitigate the effects ofsocial risks and iii) Address the need ofsociety as

a whole. The Fund recognises a social benefit as an expense for the social benefit scheme at the

same time that it recognises a liability. The liability for the social benefit scheme is measured at

the best estimate ofthe cost (the social benefit payments) that the Fund will incur in fulfilling the

present obligations represented by the liabitity.

m)Contingent liabilities
The Fund does not recognize a contingent liability but discloses details of any contingencies in

the notes to the financial statements. unless the possibility ofan outflow ofresources embodying

economic benefits or service potential is remote.

n) ContingeDt assets

The Fund does not recognize a contingent asset but discloses details of a possible asset whose

existence is contingent on the occurrence or non-occurrence ofone or more uncertain future events

not wholly within the control ofthe Fund in the notes to the financial statements. Contingent assets

are assessed continually to ensure that developments are appropriately reflected in the financial

statements. If it has become virtually certain that an inflow of economic benefits or service

potential will arise and the asset's value can be measured reliably, the asset and the related revenue

are recognized in the financial statements of the period in which the change occurs.

25



('o/lee ('hern ,.ldy<nce Revthing Fund (('ARF)
Annual Reports and Financial Statements
for the year ended June 30, 2023.

Notes to the Financial Statements (Continued)
Summary of Signilicant Accounting Policies (Continued)

o) Nature and purpose of reserves

The CCARF creates and maintains reserves in terms ofspecific requirements.

p) Changes in accounting policies and estimates

The CCARF recognizes the effects ofchanges in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively ifretrospective application is impractical.

q) Employee benelits
Retirement benelit plans

The Fandprovides retirement benefits for its employees and directors. Defined contribution plans

are post-employment benetlt plans under which an Fund pays fixed contributions into a separate

Fund (a fund) and will have no legal or constructive obligation to pay further contributions ifthe
fund does not hold su{Iicient assets to pay all employee benefits relating to employee service in

the current and prior periods. The contributions to fund obligations tbr the payment of retirement

benefits are charged against income in the year in which they become payable. Defined benefit

plans are post-employment benefit plans other than defined-contribution plans. The defined

benefit lunds are actuarially valued tri-annually on the projected unit credit method basis. Deficits

identified are recovered through lump sum payments or increased future contributions on

proportional basis to all participating employers. The contributions and lump sum payments

reduce the post-employment benefit obligation. CCARF does not have staff establishment and it

will establish retirement benefit scheme when establishment will be in place.

r) Foreign currency transactions
Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the

date ofthe transaction. Trade creditors or debtors denominated in foreign cunency are reported at

the statement of financial position reporting date by applying the exchange rate on that date.

Exchange differences arising from the settlement ofcreditors. or from the reporting olcreditors at

rates diftbrent from those at which they were initially recorded during the period, are recognized

as income or expenses in the period in which they arise.
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Notes to the Financial Statements (Continued)

Summary of Signilicant Accounting Policies (Continued)

s) Borrowing costs

Borrowing costs are capitalized against qualifoing assets as part ofproperty, plant and equipment.

Such borrowing costs are capitalized over the period during which the asset is being acquired or

constructed and bonowings have been incurred. Capitalization ceases when construction ofthe
asset is complete. Further borrowing costs are charged to the statement of financial performance.

t) Related parties

The Fund regards a related party as a person or an Fund with the ability to exert control

individually orjointly, or to exercise significant influence over the Fund, or vice versa. Members

ofkey management are regarded as related parties and comprise the directors, the CEO and senior

managers. (There were no related party transactions)

u) Service concession arrangements
The CC,4RF analyses all aspects of service concession arrangements that it enters in determining

the appropriate accounting treatment and disclosure requirements. In particular, where a private

party contributes an asset to the arrangement, the Frndrecognizes that asset when, and only when,

it controls or regulates the services the operator must provide together with the asset, to whom it
must provide them, and at what price. ln the case of assets other than 'whole-of-lifle' assets, it

controls, through ownership, beneficial entitlement or otherwise - any significant residual interest

in the asset at the end of the arrangement. Any assets so recognized are measured at their fair

value. To the extent that an asset has been recognized. the CCTRF also recognizes a corresponding

liability, adjusted by a cash consideration paid or received.

v) Cash and cash equivalents
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 amounts held at the Central Bank of Kenya and at various

commercial banks at the end ofthe financial year. For the purposes ofthese financial statements,

cash and cash equivalents also include short term cash Imprests and advances to authorised public

officers and/or institutions which were not surrendered or accounted for at the end ofthe financial

yeat.

w) Comparative figures
Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

x) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the

financial statements for the year ended June 30.2023.
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5. Signilicant Judgments and Sources of Estimation Uncertainty
The preparation of the CCARF financial statemenls in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts of
revenues. expenses. assets and liabilities, and the disclosure ofcontingent liabilities, at the end of
the reporting period. However, uncertainty about these assumptions and estimates could result in

outcomes that require a material adjustment to the carrying amount ofthe asset or liability aflected

in future periods. State all judgements, estimates and assumptions made:

Estimates and assumptions.

The key assumptions conceming the tuture and other key sources of estimation uncertainty at the

reporting date, that have a significant risk ofcausing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, are described below. The Fund based its

assumptions and estimates on parameters available when the consolidated financial statements

were prepared. However, existing circumstances and assumptions about future developments may

change due to market changes or circumstances arising beyond the control of the Fund. Such

changes are reflected in the assumptions when they occur. IPSAS I .140

Useful lives and residual value
The useful lives and residual values ofassets are assessed using the following indicators to inform
potential future use and value from disposal:

a) The condition ofthe asset based on the assessment ofexperts employed by the Fund.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

c) The nature ofthe processes in which the assel is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset

Provisions
Provisions were raised and management determined an estimate based on the information
available. Additional disclosure ofthese estimates ofprovisions is included in Note 40. Provisions

are measured at the management's best estimate oflhe expenditure required to settle the obligation
at the reporting date and are discounted to present value where the effect is material.
(There were no significant provisions applicable).
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for the ear ended June 30, 2023.

Notes to the Financial Statements (Continued)

Transfers from Other Government entities

b) Transfers from Ministries, Depsrtments and Agencies (MDAs)

KShs KShs

Unconditional Grants

Operational Grant

Unconditional development grants

Other Grants

Total Unconditional Grants

Conditional Grants amortised/ transferred to revenue

Housing Development Grant

Infrastructure Grant

Library Grant

Facilities Development Grant

Other Organizational Grants (speciff)

KShs KShs KShs KShs KShs

Ministry of
Cooperatives &
MSMEs

Other
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Notes to the Financial Statements (Continued)

7. Levies, Fines and Penalties

Fuel Levy

Other Levies (Speci0)

Fines

Penalties

Total

I Public Contributions and Donations

9. Property Taxes Revenue

Health Donations

Research Donations

Donations transferred to revenue on conditions being met

Other Public Donations (Specifo)

Total Transfers and Sponsorships

Reconciliation Of Public Contributions and Donations

Balance Unspent at Beginning ofThe Year

Cunent Year Receipts

Conditions Met - Transferred to Revenue

Conditions To Be Met - Remain Liabilities

KShs KShs

Taxable Land and Buildings

Residential

Commercial

State

Penalties

Sub- Total Property and Taxes

lncome Forgone/ waived
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10. Licenses, Fees and Permits

11. Rendering Of Services

12. Sale of Goods

13. Rentel Revenue from Facilities and Equipment

Kshs Kshs

Licenses

Fees

Permits

KShs KShs

Tuition Fees

Training Fees

Health services

Service Fees (specifr)

Quality Assurance

Others (specifo)

Kshs Kshs

Sale of goods

Sale ofelectricity

Sale of water

Sale of books

Sale ofpublications

Other (include in line with your organisation)

Operating Lease Revenues

Staff Houses

Contingent Rentals*

Total Rentals
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14. Finance Income

15. Other Income

16. Use of Goods and Services

2 13,104,0 t5.44 t75,597,773.90Cash investments and fixed deposits

Interest income from Treasury Bills

Interest income from Treasury Bonds

Interest from outstanding debtors

213,104,015.44 175,597,773.90Total finance income

Income from sale oftender

lnsurance recoveries

Income from sale oftender

Services concession income

Skills development levy

Agency fee

Income written back

8,009,8 r83% Administration cost on advances

Bad debts recovered

M iscellaneous incomes (specif)

8,009,818Total Other income

Electricity

Water

Security

Professional Services

Subscriptions

AdYertising

Admin Fees

Audit Fees

Conferences and Delegations

Consulting Fees

Consumables

Fuel and Oil
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17. Employee Costs

18. Board Expenses

Insurance

Legal Expenses

Licenses and Permits

Chemicals

Water Purification Cost

Postage

Printing and Stationery

Hire Charges

Rent expenses

Security Costs

Sewage Treatment Costs

Skills Development Levies

Inventory Scrapping

Telecommunication

Training

Travel, Subsistence & Other Allowances*

2,952,220.00 I,350,326.00Bank charges

8,009,8 18.00Other General Expenses (Transfer to New KPCU Operations)

1JsoJ26.0010,962,03t.00Totrl

Salaries and wages

Employer contribution to health insurance schemes

Employer contribution to pension schemes

Travel, accommodation, subsistence, & other allowances

Housing benefits and allowances

Ovmime payments

Performance and other bonuses

Social contributions

Gratuity

Other employee related costs *

Totrl
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Chairman/Directors' Honoraria

Sining Allowances

Medical lnsurance

Induction and Training

Travel and Accommodation

C)ther Allowances

Totrl

19. Depreciation and Amortization Expense

20. Repairs and Maintenance

21. Contrsct€d Services

Property, plant and equipment

Intangible assets

Investment property carried al cost

Property and equipment 22,461,E29.00

Investment Property

Equipment and Machinery
Vehicles

Fumiture and Finings

Computers and Accessories

Others (speciry)

Total Repairs and Maintenance 22,461,t29.00

Actuarial Valuations

Investrnent Valuations

Property Valuations

Others (specifu)

Totsl Contrrct€d Services
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22. Grants and Subsidies

23 Finance Costs

24. Gain on Sale of Assets

Community Development (New KPCU PLC support 75,000,000.00

Education Initiatives and Programs

Social Development

Social benefil expenses+

Community Trust

Sporring Bodies

7s,000,000.00Totll Grrnts rDd Subsidies

Borrowings (amortized cost) *

Finance leases (amortized cost)

Unwinding of discount on lease liabilities

Interest on bank overdrafu

lnterest on loans from commercial banks

Total finence costs

Property, plant and equipment

Intangible assets

Other assets not capitalised

Total gain on sale of assets
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Notes to the Financial Statements (Continued)

25. Gain/Loss on foreign exchange transactions

26. Gain/ (loss) on Fair Value Investments

27. Impairment Loss

28. Taxation

Gain on foreign exchange transactions

Loss on foreign exchange transactions

Total Gain/Loss

Investmenls at Fair Value- Equity investments

Fair value - Investmenl property

Fair value- other financial assets (speciS)

Total Gain

Property, Plant and Equipment

lntangible Assets

Totrl Impairment Loss

Current income tax charge

Tax charged on rental income

Tax charged on interest income

Deferred tax: [note 53]

Original and reversal oftemporary differences

Income tax expense reported in the strtement
of fi nancial performance
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Notes to the Financial Statements (Continued)

29. Cash and Cash Equivalents

Deteiled Analysis of the Cesh and Cash Equivalents

Current Account 105,23t,497.41 3,775,893.00

Savings Account

2,I 8l ,054,794.50 2,894,422,219.15On - Call Deposits

Fixed Deposits Account

Staff Car Loan/ Mortgage

Others (Speciry)

2,2E6286291.91 2,E9Er09,112.15Total Cash and Cash Equivalents

a) Current Account

Co-operative Bank 105,231 ,497 .41 3,775,893.00

Equity Bank, etc.

Sub-. Totrl t05),31,497.4t 3,775,893.00

b) On - Cell lhposits

Co-operative Bank I t 50959180000 5s8,630,136.98 515,928,767.10

I r50959180001 |,622,424,657 .52 1,671,967,808.20Co-operative Bank.

Co-operative Bank l r509s9180002 706,536,643.85

Sub- Total 2,18r,054,794.50 2,894,433219.15

2,E9EJ09,1I2.15Grand Total 2286286291 .9t

c) Fixed Deposits Account

Kenya Commercial Bank

Bank B

SUE Totrl
d) SteffCer Loan/ Mortgrge

Kenya Commercial Bank

Bank B

SUE Totrl
o) Others(Specify)

Cash ln Transit

Cash In Hand

Mobile Money Accounts

Sub. Totsl

Grrnd Totrl
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30. Receivables from Exchange Transactions

(a) Receivables from Exchange Transactions (Current)

(b) Receivables from Exchange Transactions (Long-term)

(c) Ageing analysis for Receivables from exchange transactions

(d) Reconciliation for Impairment Allowance on Receivables from Exchange Transactions

Receivables

Service. Water and Electricity Debtors

163.197.780.55 l0l,396,533.75Other Exchange Debtors

r01J96,533.75Totrl Curr€nt Receivables 163,197,780.55

Total receivebles

Service, waler and electricity debtors

325,042,974Other exchange debtors

Less: impairment allowance

Total receivebles 325,042,974

Current portion lransferred to current receivables

325,042,974Totrl non-current receivables

488,240,754 lolJ96,s34Total receivables (a+b)

Y" oI
the

totsl

Comparstive
FY

Yo of
the

total
Current FY

163, 197,780.55 33.43 l0l ,396,533.75 100Less than I vear

325,042,973.61 66.57 %Between l- 2 years

Between 2-3 years % %

% YoOver 3 years

488240,,754.16 100.00 101J96,533.75 100Totsl (s+b)

r01,396,533.75 13,400,2 I 5.55At the beginning ofthe year

5tz,t1 t.225.50 t52.317.404.36Disbursements during the year
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Recovered during the year (t2s,327,00s.ts) (64,32t,086.16)

Written offduring the year 87,996,3t8.20

At the end of the year 4'i8',240,754.10 101396,493.7s
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Reconcilietion for Impairment Allowance otr Receivrbles from Non-Exchange Trausactions

31. ReceivablesfromNon-ExchangeTransactions

Kshs

Property tax debtors

Levies, fines, and penalties

Licences, fees and permits

Other debtors (non-exchange

transactions)
215,187,8t7.75 12,95t,t92.20

Less: impairment allowance

Total receivables from non- exchange

transactions
2t5,1E7,8t7.75 12,951,t92.20

Comprr.tiYe
FY

'/o ot
ahc

tottl
Ageing Analysis- Receivables from
non-

o/o of
the

total

Current FY 12,951,192.20 100

exchange transactions %

Less than I vear 122,383,374.55 90.43 %

Between l -2 years t2,95t,t92.20 9.57 12,95t,t92.20 100

At the beginning of the year t2,95t,t92 t2,951,t92

Additional provisions during the year 202,236,626

Recovered during the year

Written off during the year

At the end of tlte year 2rs,1E7,El8 12,951,192
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Notes to the Financial Ststements (Continued)

32. Inventories

33. InvestmenB iu finrncial essets

Consumable stores

Medical supplies

Spare parts and meters

Water for distribution

Other goods held for resale

Catering

Less: allowance for impairment

Totrl invcntorics rt thc lowcr ofcost cDd trct re.lia ble

vrlue

r) Investmcnl in Treasury bills rnd bonds

Financial institution

CBK

CBK

Sub- total

b) Investment with Finenciel Institutions/ Benks

Co-operative Bank 160,050,000.00

Bank y

Sub- total 160,050,000.00

c) Equity investments (specify)

Equity/ shares in Fund

Sub. total

Grrrd totrl r60,050,000.00
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Notes to the Financiel Statements (Continued)
d) Movement of Equity Investments

e) Shareholding in other entities

For investments in equity share listed under note 33 above, list down the equity investments under

the following categories:

At the beginning ofthe year 87,996,3 18.20 r 3,400,2 15.55

Purchase of investments in the year 5 12, 160,5 16.80 152,317,404.36

Sale of investments during the year ( 125,327,005.10) (64,321,086.16)

Gain/(loss) in fair value ofinvestments tkough surplus or deficit t0t,396,493.75 87,996,3 18.20

488r30,005.45 r0rJ96,493.75At the end ofthe year

% Kshs Kshs Kshs

Fund A
Fund B

Fund C
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Notes to the Financial Statements (Continued)

34, Property, Plant and Equipment

As At I July
(Previous FY)

Additions

Disposals

Transfers/Adjustment
s

As st 30th June
(comprrative FY)

Additions

Disposals

Transfer/Adjustments

As st 30th June
(Current FY)
Depreciation And
lmpairment
At lJuly
(compsrative FY)

Depreciation

Impairment

Transfers/

Adjustments

As At 30rh (Current
FY)

Depreciation

Disposals

Impairment

Transfer/Adj ustment

As at 30th June
(Current FY)

Net Book Vrlues
As st 30rh June
(com parative FY)
As ot 30th June
(Current FY)
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Notes to the Financial Statements (Continued)

Valuation

CCARF is anchored in New KPCU Plc and does not have Land and buildingV Equipment

which were valued by professional valuers from the govemment in line with the National

Assets and Liabilities Management Policy and Guidelines (issued 30rh June 2020). The were

no assets to be revalued by professional valuers. There were no amounts to be adopted by the

Board with concurence from the National Treasury.

34 (b) Property, Plant and Equipment at Cost

There were no freehold land, buildings and other assets to be stated on the historical cost basis

and the no amounts would be shown:

There were no Property plant and Equipment includes the following assets that are futly
deprec iated :

Land

Buildings

Plant And Machinery

Motor Vehicles. lncluding Motorcycles

Computers And Related Equipment

Office Equipment, Fumiture, And
Fittings

Total

Plant and Machinery

Motor Vehicles including Motorcycles

Computers and Related Equipment

OfIice Equipment, Fumiture and Fittings

Totel
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35. Intangible Assets

36. InvestmentProperty

Cost

At beginning of the year

Additions

At end of the year

Additions-internal development

At end of the year

Amortization and impairment

At beginning of the year

Amortization

At end of the year

lmpairment loss

At end of the yerr
NBV

At beginning of the year

Additions

Disposal during the year

Depreciation

lmpairment

Gain/(loss) in fair value (if fair value is elected)

At end of the year
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37.Trade and Other Payables

38.Refundable Deposits end Prepayments from Customers

t7,624,537 .45Trade payables

Payments received in advance

Employee payables

Third-party payments

Other payables

17,,624,537.45Total trrdc lDd other pryrbles

Comprrrtive
FY

o/o ol
tbe

TotrlCurrent FY

Yo of
the

TotrlAgeing snelysis: (Trede and other pryrble)
100.00 %Under one year t7,624,537 .45

o/o o/o
l -2 years

% o/o
2-3 years

o/o o/o
Over 3 years

100.00Totrl (tic to .bov€ totsl) 17,624,537.45

Customer deposits

Prepayments

Other deposits

Totsl deposits

%o of
the

Total

Comparative % ofthe
Total

Ageing rnrlysis: (Refund!ble dcposits)

Current FY

FYUDder one yerr
o/o o/o

I -2 years

%o/o
2-3 years

% %Over 3 years

% o/oTotrl
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S9.Current Provisions

40. Finance Lease Obligation

Maturily Analysis

Analvsed as:

The deferred income movement is as follows:

Belcnce b/f
Additional provisions

Provision utilised

Change due to discount and time
value for money

Transfers from non -current

provisions

Totrl provisions yeer end

At the stsrt of the yesr

Discount interesl on lease liability

Paid during the year

At end of the year

Year I

Year2

Year 3

Year 4

Year 5 And Onwards

Less: Uneamed Interest

Totsl

Current

Non- Curent

Total
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National Government

lntemational Funders

Public Contributions and Donations

Totsl Deferred Income

41. Deferred Income

42. Employee Benelit Obligations

Retirement beDefit Asset/ Liability
The CCARF does not operate a defined benefit scheme for all full-time employees from July l, 2022.

There was no scheme administered and there are no custodians of the scheme. The scheme will be

established based on l57o percentage of salary ofan employee at the time of retirement. An actuarial

valuation to fulfil the financial reporting disclosure requirements of IPSAS 39 will be caried out as at

at when the scheme will be established and actuarial valuers on this basis will present value of the

defined benefit obligation and the related current service cost and past service cosl will be measured

using the Projected Unit Credit Method. The principal assumptions used for the purposes of valuation

will be as follows:

Kshs Kshs Kshs Kshs

Balance Brought Forward

Additions

Transfers To Capital Fund

Transfers To Income

Statement

Other Transfers

Balance Caried Forward

Kshs KshsKshs Kshs Kshs

Current Benefit Obligation

Non-Current Benefit
Obligation

Totsl Employee Benefits
Obligrtion
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Recognition of Retirement Benefit AsseU Liability

a) Amounts recognised under other gains/ Losses in the statement ofFinancial Performance:

b) Amounts recognised in the Statement ofFinancial Position

Discount Rates 5% 5o/o

Future Salary [ncreases 3s% 35o/o

lOo/o llYoFuture Pension Increases

Mortality (Pre- Retirem

ent) lo lYo

Mortality (Post- Retirement) 3% 3o/o

Withdrawals 5 5

3Ill Health 3

Retirement 50 vears 50 vears

The retum on defined plan assets

Actuarial gains/ losses arising from changes in

demographic assumptions

Actuarial gains/ losses arising

from0020changes in fi nancial assumptions

Actuarial gains and losses arising from

experience adjustments

Others (speciry)

Adjustments for restrictions on the defined

benefit asset

Remeasurement ofthe net defioed benelit
liability (asset)

Present value ofdefined benefit obligations(a)

Fair value of plan assets(b)

Funded status (=a-b)

Restrictions on asset recognised

Others

Net asset or liability arising from defined

benefit obligation
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The CCARF also contributes to the statutory National Social Security Fund (NSSF). This is a

defined contribution scheme registered under the National Social Security Act. The Fund's

obligation under the scheme is limited to specific contributions legislated from time to time

and is currently at n/a per employee per month. Other than NSSF the Fund also has a defined

contribution scheme operated by n/a Pension Fund. Employees contribute n/a while employers

contribute n/a of basic salary. Employer contributions are recognised as expenses in the

statement of financial performance within the period they are incurred.

43 Non-Current Provisions

balance at the beginning ofthe
year

additional provisions

provision utilised

change due to discount and time

value for money

less: current portion

balance at the end ofthe year
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44. Borrowings

The analyses ofboth extemal and domestic borrowings are as follows:

r) Externel borrowings

Balance at beginning ofthe year

Extemal borrowings during the year

Repayments ofduring the year

Balance at end of the year

b) Domestic borrowings

Balance at beginning ofthe year

Domestic bonowings during the year

Repayments during the year

Balance at end ofthe yeer

Balance at end of the period- domestic and
External borrowings c = a+b

Erternal Borrowings
Dollar Denominated Loan From 'X Organization'

Sterling Pound Denominated Loan From 'Y
Organization'

Euro Denominated Loan from Z Organizatior,'

Domestic Borrowings
Kenya Shilling Loan From KCB

Kenya Shilling Loan from Barclays Bank

Kenya Shilling Loan from Consolidated Bank

Total Balance at End OfThe Year

Short Term Borrowings (Cunent Portion)

Long Term Bonowings

Total
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45. ServiceConcessionArratrgements

46. Social Benefit Liabilities

Fair value ofservice concession assets

recognized under PPE

Accumulated depreciation to date

Net carrying amount

Service concession liability at beginning

ofthe year

Service concession revenue recognized

Service concession liability at end ofthe
year

Health social benefit scheme

Unemployment social benefit scheme

Orphaned and vulnerable benefit scheme

Elderly social benefit scheme

Bursary social benefits

Disability social benefi ts

Total

Current social benefits

Non- current social benefits

Total (tie to totals above)
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47. Surplus Remission (for category 3 enlilies)

ln accordance with Section 219 (2) of the Public Financial Management Act regulations,

regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus funds

reported in the audited financial statements after the end ofeach financial year. The Fund is not

subject to the requirements ofthis note.

The Surplus Remission has been computed as follows:

Surplus Remission Payable

4E. Taxation

Surplus for the period

Less: Allowable deductions by NT
90% Computation (lncluded in Statement of
Financial Performance)

Payable at the beginning ofthe year

Paid during the year

Payable at end of the year

At beginning of the year

Income tax charge for the year (note 27)

Under/(over) provision in prior yearls (note 27)

Income tax paid during the year

At end ofthe year

52



Cofee Cherry Advance Revolving Fund (CCARF)
Annual Reports and Financial Stetements
for the year ended June 30, 2023.

49. Deferred Tax Liability

Deferred tax is calculated on all temporary differences under the liability method using the

enacted tax rate, currently 30%. The net deferred tax liability at year end is attributable to the

following items:

50. Cash Generated from Operations

Accelerated capital allowances

Unrealised exchange gains/(losses)

Revaluation surplus

Tax losses carried forward

Provisions for liabilities and charges

Net deferred tax liability(asset)
The movement on the deferred tax eccount is
as follows:

Balance at beginning of the year

Credit to revaluation reserve

Under provision in prior year

lncome statement charge/(credit)

Balance at end ofthe year

Surplus for the year before tax 135,151,795.10 t78,707,958.65

Adjusted for:

Depreciation

Non-cash grants received

( 160,050,000.00)Contributed assets

Impairment

Gains and losses on disposal ofassets

Contribution to provisions 75,000,000.00

Contribution to impairment allowance

(2 l3, r 04,01 5.44)Finance income

KPCU Restructure 79,853,251.20

2,952,220.34 (1,350,326.20)Finance cost

Working capital adjustments 177,357,632.45

Increase in inventory
(87,e96,3 r 8.20)lncrease in receivables (s0e ,227 ,s94 .95)
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51. Financial Risk Management

The Fund's activities expose it to a variety offinancial risks including credit and liquidity risks

and effects ofchanges in foreign curency. The CCARF overall risk management programme

focuses on unpredictability ofchanges in the business environment and seeks to minimise the

potential adverse effect of such risks on its performance by setting acceptable levels of risk.

The CCARF does not hedge any risks and has in place policies to ensure that credit is only

extended to customers with an established credit history. The CCARF financial risk

management objectives and policies are detailed below:

i) Credit risk

The CCARF has exposure to credit risk, which is the risk that a counterparty will be unable to

pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits

with banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial

position. past experience and other factors. lndividual risk limits are set based on intemal or

extemal assessment in accordance with limits set by the directors. The amounts presented in

the statement offinancial position are net ofallowances for doubtful receivables, estimated by

the Fund's management based on prior experience and their assessment ofthe current economic

environment.

( 1e9,287.405.81 )lncrease in deferred income

lncrease in payables t7,624.537 .4s

(287 .283.724.01)

Increase in payments received in advance

Net cash tlow from operating activities (s71,799,806.30)
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Notes to the Financial Statements (Continued)

Financial Risk Management

The carrying amount of financial assets recorded in the financial statements representing the

Fund's maximum exposure to credit risk without taking account ofthe value ofany collateral

obtained is made up as follows:

Financial Risk Management
The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the Fund has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts. The Fund has significant
concentration ofcredit risk on amounts due from xxx. The board ofdirectors sets the Fund's

credit policies and objectives and lays down parameters within which the various aspects of
credit risk management are operated.

ii) Liquidity risk management
Ultimate responsibility for liquidity risk management rests with the CCARF directors,

who have built an appropriate liquidity risk management framework for the

management of the Fund's short, medium and long-term funding and liquidity
management requirements. The Fund manages liquidity risk through continuous

monitoring of forecasts and actual cash flows. The table below represents cash flows
payable by the Fund under non-derivative financial liabilities by their remaining

contractual maturities at the reporting date. The amounts disclosed in the table are the

As at 306 June 2023

Receivables from exchange

transactions
488,240,754.55 488,240,754.55

Receivables from non-

exchange transactions
135,334,566.55 135,334,566.55

228,628,629,19tBank balances 2.286,286.291.91

Total 2,909,861,613.01 2,909,861,613.01

As at 30 June 2022

Receivables from exchange

transactions
l0l ,396,493.75 101,396,493.75

t2,95t,t92.00
Receivables from non-

exchange transactions
12,95 I, 192.00

2,898,209,t 12.t5Bank balances 2,898,209,1t2.15

3,012$s6,,797.90 3,012,556,797.90Total

55



Coflee Cherry Advance Revolving Fund (CCARF)
Annual Reports and Financial Statements
for the year ended June 30, 2023.

As at 306 June 2023

Trade payables t7,624,537 .45 17.624.537.45

Current portion of
bonowings

Provisions

Defened income

Employee benefit obligation

17,624,537,45Total t7,,624,537.4s

As at 30th June 2022

Trade payables

6,181,918.35
Cunent portion of
borrowings

6, 1 8 1,91 8.3 5

Provisions

Defened income

Employee benefi t obligation

Total 6,181,918.35 6,r81,91E.35

contractual undiscounted cash flows. Balances due within l2 months equal their

carrying balances, as the impact ofdiscounting is not significant.

Financial Risk Management

iii) Market risk

The CC,4Rf'has put in place an internal audit function to assist it in assessing the risk faced by

the 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 from changes in market

prices, such as interest rate, equity prices and foreign exchange rates which will affect the

Fund's income or the value of its holding offinancial instruments. The objective ofmarket risk

management is to manage and control market risk exposures within acceptable parameters,

while optimising the retum. Overall responsibility for managing market risk rests with the

Audit and Risk Management Committee. The CCARF Finance Department is responsible for
the development ofdetailed risk management policies (subject to review and approval by Audit
and Risk Management Committee) and for the day-to-day implementation of those policies.

There has been no change to the Fund's exposure to market risks or the way it manages and

measures the risk.
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Notes to the Financial Statements (Continued)

a) Foreign currency risk

The CCIRF has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local cunency. Invoices

denominated in foreign cunencies are paid after 30 days from the date of the invoice and

conversion at the time of payment is done using the prevailing exchange rute. The CCARF
manages foreign exchange risk form future commercial transactions and recognised assets and

liabilities by projecting for expe,cted sales proceeds and matching the same with expected

payments.

Financial Risk Menegement
The carrying amount of lhe Fund's foreign currency denominated monetary assets and

monetary liabilities at the end ofthe reporting period are as follows:

Current 2023

Foreign currency sensitivity analysis

Current 2023

As at 306 June 2023

Finrncisl Assets

Investments

160,050,000.00 160,050,000.00Cash

Debtors

160,050,000.00Totll Finrncirl Assets 160,050,000.00

Flnencirl Liebilities
t7,624,537.45 17,624,537 .45Trade And Other Payables

Borrowings

17,624,537 .45Totrl Finrncill Lirbilities t7,624,537.45

142,425,462.55 142,425,462.55Net Foreign Currency AsseU(Liability)

As st 30t June 2023

Finencial Assets

lnvestments

160,050,000.00 t60,050,000.00Cash

Debtors

Total Financisl Assets 160,050,000.00 r 60,050,000.00

Financial Liabilities
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Trade And Other Payables t7,624,537 .45 t7.624.537 .45

Borrowings

Totsl Finrnciel Lirbilitics t7,624,537 .45 17,624,537 .45

Net Foreign Curency
Asset(Liability)

t42,425,462.55 t42,425.462.5s
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Financial Risk Management
The following table demonstrates the effect on the Fund's statement ofcomprehensive income

on applying the sensitivity for a reasonable possible change in the exchange rate of the three

main transaction curencies. with all other variables held constant. The reverse would also

occur ifthe Kenya Shilling appreciated with all other variables held constant.

b) Interest rate risk
lnterest rate risk is the risk that the Fund's financial condition may be adversely affected as a

result ofchanges in interest rate levels. The 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 from interest rate movements on the Fund's deposits.

Manssement of interest rate risk
To manage the interest rate risk, management has endeavoured to bank with institutions that

offer favourable interest rates.

Financial Risk Management
Sensitivitv analysis
The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The

sensitivity analysis for interest rate risk assumes that all other variables. in particular foreign

exchange rates, remain constant. The analysis has been performed on the same basis as the

prior year. Using the end ofthe year figures, the sensitivity analysis indicates the impact on the

statement of comprehensive income if current floating interest rates increase/decrease by one

percentage point as a decrease/increase of Kshs xxx (Current FY: Kshs xxx). A rate

increase/decrease of 5% would result in a decrease/increase in profit before tax of Kshs rxx
(Current FY - Kshs xxx)

2023

Euro l0Vo

t0%TJSD

2022

Euro t0%

TJSD t0%
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Notes to the Financial Statements (Continued)

Financial Risk Management

Fair value of financial assets and liabilities

a) Financial instruments measured at fair value.

Determination of fair value and fair values hierarchy

IPSAS 30 specifies a hierarchy of valuation techniques based on whether the inputs to those

valuation techniques are observable or unobservable. Observable inputs reflect market data

obtained from independent sources; unobservable inputs reflect the Fund's markel

assumptions. These two types ofinputs have created the following fair value hierarchy:

o Level I - Quoted prices (unadjusted) in active markets for identical assets or

liabilities. This level includes listed equity securities and debt instruments on

exchanges.

Level 2 - Inputs other than quoted prices included within Level I that are observable

for the asset or liability, either directly (that is, as prices) or indirectly (hat is, derived

from prices).

Level 3 - inputs for the asset or liability that are not based on observable market data

(unobservable inputs). This level includes equity investments and debt instruments

with significant unobservable components. This hierarchy requires the use of
observable market data when available. The Frrd considers relevant and observable

market prices in its valuations where possible.
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As at 30 June

Financial Assets

Quoted Equity Investments

Non- Financial Assets

lnvestment Property

Land And Buildings

Total

As at 30rh June 2022

Financial Assets

Quoted Equity Investments

Non- Financial Assets

Investment Property

Land And Buildings

Totel

Financial Risk Management

There were no transfers between levels I , 2 and 3 during the year. Disclosures of fair values of
financial instruments not measured at fair value have not been made because the carrying
amounts are a reasonable approximation oftheir fair values.

iv) Capital Risk Management
The objective of the Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concem. The Fund capital structure comprises ofthe following funds:

Revaluation Reserve

Retained Earnings 288,192,554.16 255,t05,257.20

Capital Reserve 2,764,094,521 .00 2,764,094,52t .00

Total Funds 3,0522E7,075.16 3,0 r 9,199,778.20

Total Borrowings 17,624,537 .45 6,18 r,91 8.35

2.286,286.29t.86 2,898,209,1 l2.l 5Less: Cash and Bank Balances

Net Debt/(Excess Cash And Cash Equivalents) 2,268,66t,754.41 2,892,027 ,t93.80

Gesring 0.58 0.20
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52. Related Party Disclosures

Nature of related partv relationshios
Entities and other parties related to the CCARF include those parties who have ability to
exercise control or exercise significant influence over its operating and financial decisions.

Related parties include management personnel, their associates and close family members.

Government of Kenya
The Govemment of Kenya is the principal shareholder of the Fund, holding 100% of the

Fund's equity interest. The Govemment ofKenya has provided full guarantees to all long+erm

lenders ofthe Fund. both domestic and extemal.

0ther related parties include:

i)

ii)
iii)
iv)
v)

The Parent Ministry.
County Govemments

Other SCs and SAGAs
Key management.

Board ofdirectors.

Transactions with related parties

a) Sales to related parties

Sales ofelectricity to govt agencies

Rent income from govt. Agencies

Water sales to govt. Agencies

1,350,326.20Others (specifo) e.g. interest and bank charges 2,952,220.35

2,952,220.35 l,3s0,326.20Totsl
B) purchases from rel.ted parties

Purchases of electricity from KPLC

Purchase of water from govt service providers

Rent expenses paid to govt agencres

Training and conference fees paid to govt

Agencies

Others

Total

b) Grants /transfers from the government

Grants from national govt

Grants from county govemment
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53. Segmentlnformation

54. Contingent Assets and Contingent Liabilities

Contineent Assets

Continsent Liabilities

Donations in kind

Total
c) Expenses incurred on behalf of related

party

Payments of salaries and wages for xxx
employees

Payments for goods and services for xxx

Total

d) Key management compensation

Directors' emoluments

Compensation to key management

Total

Contingent Assets

Insurance Reimbursements

Assets Arising from Determination ofCourt Cases

Reimbursable Indemnities and Guarantees r 60,050,000.00
Receivables From Other Govemment Entities

Others (Speciry)

Total 160,050,000.00

Contingent Liabilities

Coun Case xx against the Fund

Bank Guarantees in Favour ofSubsidiary
Contingent Liabilities arising from Contracts

Including PPPs

Others (Specify)

Totrl
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55. CapitelConmitments

(NB: CCAW will require to be autonomous from the New KPCU PLC os it hos been

recommended by the Special Fund parliamentary select committee. This therefore will require
the Fund to develop Authorised establishment, human resource job descriplions, salary
structure and career guidelines)-

Authorised for

Authorised and contracted for

Total
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56. Events after the Reporting Period
There were no material adjusting and non- adjusting events after the reporting period.

57. Ultimate and Holding Fund
The CCARF is a State Corporation/ or a Semi- Autonomous Govemment Agency under the

Ministry of MOC&MSME. lts ultimate parent is the Covemment of Kenya.

58. Currency
The financial statements are presented in Kenya Shillings (Kshs) rounded to the nearest Kshs.

59. Disclosure Note. - Accumulrted Reserve

103,860,102.75Finance income FY 2020-2021

l 5,579,0 t 5.4 tLess: l57o withholding tax

Net finance income Fin 2020-2021 88,28 r,087.34

7,t72,696.78Less: Administration Cost

Surplus Fin Year 2020-2021 8 l, I 08,390.s6

Surplus Fin Year 2021-2022 l5 l,785,619.7 r

232,E94,010.27Totrl
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20. Appendices

Appendix I : Implementation Status of Auditor-Generel's Recommendations

The following is the summary of issues raised by the extemal auditor, and management
comments that were provided to the auditor.

I

lnaccuracies in
the Financial

Statements

The inaccuracies were

rectified and financial
statement updated.

To be

confirmed
2022D023

There were no funds

allocated for
operationalization of
CCARF and all
activities are carried

outby NEW KPCU
Plc's management and

hence no workplans

and budget could be

implemented.

Resolved 2022n0232

Failure to prepare

Annual Workplan

and Budget for
the Fund

Resolved 2022n023

3 Late Submission

ofthe Annual

Report and

Financial

Statements

Measures to address

the logistical challenge

that led to late

submission will be

addressed to ensure

such anomaly shall not

arise again

Not
Resolved

2022/2023

Irregular
lnvestment of
Undisbursed

Funds in Call
Accounts at

Commercial Bank

The management

applied for authority
from the Cabinet

Secretary to place the

undisbursed funds in

an interest eaming call
account.
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Guldance Noles:

(i) Use the same referenc€ numbers as contained in the extemal audit report;

(ii) Obtain the "lssue/Observation" and "management comments", required above, from

final extemal audit report that is signed by Management;

(iii) Before approving the report, discuss the timeframe with the appointed Focal Point

persons within your Fund rcsponsible for implementation of each issue;

(iv) Indicate the status of "Resolved" or'Not Resolved" by the darc of submitting this

report to Nationsl Treasury.

Timothy I\tL Mirugi
Menaging Dircctor

a

Dete: 9\r\ ro2-\
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Appendix II: Projects implemented by CCARF

Projects implemented by the State Corporation/ SAGA Funded by development partners and/

or the Govemment.

Status of Projects completion

(Summarise the status ofproject completion at the end ofeach quarter, i.e. total costs incurred,

stage which the project is etc)

I
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Appendix IV: Transfers from Other Government Entities

Ministry of
Planning and

Devolution Recurrent

Ministry of
Planning and

Devolulion Development

USAID Donor Fund

Ministry of
Planning and

Devolution
Direct

Payment

Total
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Appendir Y- lnter-Fund Confirmatiotr l,etter

finsen your LetterheadJ

finsert name of beneJiciary Fundl
finsert AddressJ

The CCARF wishes to confirm the amounts disbursed to you as at 30d June 2023 as indicated in lhe table below. Please compare the amounts disbursed to you
with lhe amounts you received and populate the column E in the table below Please sign and stamp this request in the space provided and return it to us.

Amouns Disbursed by [SC/SAGd/Fund] (KShs) as at 30th June (Current
FY)

Reference
N umber

Date DisbuBed Recunenl (A) Development (B) lnter-Ministerial
(c)

Total
(DHA+B+C)

Amount Received by

[beneficiary Fund]
(KShs) as at 306

June (Previous FY)
(E)

Differences
(KShs)

(F)1D-E)

Total

o,,".3\.r\.*,o19+

In confirm that the amounts shown above are correct as ofthe date i

Head of Accountrtrts departmcot of beneficiary Fund:

Neme.. Sign ,.
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Appendix VI: Reporting of Climate Relevant Expenditures

o

Appendix Vll: Reporting on Dissster Manegement Expenditure

.j{

Expenditure
item

Amount
(Kshs.)

CommentsProgramme Sub-
programme

Disaster
Type

Category ofdisaster related Activity that
require expenditure reporting
(response/recovery/m iti gation/preparedness)
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