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OU (;OVIITNMENl'0F MERU
EIIU C UNTY VIICROT'I NANCE CORPOIIATION

nnrrirl ll orts irn(l Financial Strtements
tlr the r endcd .Iune'30 2020

EYE ]'Y INFORNL\.I'lON

ckgrou d in fo rrn a tion

c ation is constitutcd as per the constitution of Kenya through an act of the County
f Meru (Meru County Microf inance Acr of 201 4) and is headed by rhe Managing

rncdiurn
al activities ol the entity are to provide microtinance and related services to small and
inesses in Kenya.

sernblv
rrector, o is responsible tbr the general policy and strategic direction ofthe corporation.

rincipal ctivitics

The prin

lsron
o bc tlrc odel microtlnance institution of-fering quality and atlbrdable tinancial products to its
t-lstonle

lss ro n
o provl enhanced tinancial services that improve the Iiving standards ol low-income households.

a lucs
c iency

T
P

T
essro

sparencv

untabilitv

work
nalism

Cat rine Kendi Kiecha
min Muketha
n Mrvirilri Mbuui

Jos Kabii Chabari

- Chairrnan
- Vice-Chairperson
- Member
- Membcr
-Member

- Appointed on 23/0812011
- Appointed on 2l105/2018
- Appointed on 2l105/2018
- Appointed on 2210212018
- Appointed on 2210212018

irec lors

c Dircc rs lvho served the entity during the year/period were as fbllows:

Gi a Mutungi

Benj

llr



COUNTY GOVEIINMT]N'T OF MI'IIU
MEIrU COUN'tY MICIIOFIN/\NCE COIIPOITATION

Annual I{cports irnd Finilncial Statcmcnts
!'or the l elr oudcd,lune 30, 2020

llegistcred Officc

Melu County Mtisonettc Building. Itt & 2''d F'loor
I).O. Box 2564 - 60200
Meru, KENYA

Corporate Headquarters

Mcru County Maisonctte Building. l " & 2''d Floor
P.O. Box 2564 - 6020()
Meru, KENYA

Corporrte Contacts

I'elcphone: 0773 221 015
E-maiI: intb@countynlicrotinanco.go.ke
Website: r,'rvs.countymirolinance.go.ke

Ourporate Ila n liers

Kcnya Courmercial Bank
P.O.BOX 178 -60200
Mclu, Kenya

I nrlepcn tlen t ;\u tl ito rs

Auditor Gencral
Ottrce of the Auditor Gcnelal
Anniversary Torvers. Univcrsity Way
l'.O. Box 3008:l
GPO 00r00
Nairobi. Kenya

l'rin cipal Lcgal r\tlvisers

'l hc Attomcy Gcneral
Srate Law Oflicc
l Iararlbee Avcuuc
l'.O. Box 401 l2
City Squarc 00200
Nairobi. Kenya

lY



OUN'I' (;OVI.]ITNM I.]NT OF NI [,IILi
DTTLI C UNTY iVI ICITo[-INANCIi CoITP()II,.\TI0N

nntral li. ports irnd Finnncial Statcmcnts
or the c r en(led ,lunc 30, 2020

F DIITEC'IoITSO;\tlD

I 'hoto Iloarul N:rnre and Quulific:rtions Year of birth antl cxpericncc

I

I

Sanrucl Gitonga Mutungi -
Chairperson
Fellorv - Kenya Institutenof Bankers
Fcllorv - Kenya Conlputer Society
Paul Ilarris - Fello',v
MS(l Business S1'stenrs Anall'sis &
Dcsign(City University London)
B.E.l) (Maths & Busincss)

Year ol[]irth - 1954

Samuel Mutungi has over 30 years'
experiencc in IC'f and corporate
business leadership. He has served in
various key executive managemerlt
positions at Co-Operative Bank ol'
Kenya including Dircctor
Opcrations. Director Retail Banking,
Dircctor Corporate Banking and
Chief Manager ICT.

Cathcrinc Kcndi Kiecha - Yice-
Chair
MBA - Finance option
Bachclor of Commercc - Accor-rnting
option
CPA K

Year of birth * [ 988
lvls. Catherine Kcndi Kiecha has
over 7 ycars' cxperience in Financc
Manage ment and Accounting
Shc serves as the Chairperson of
both Audit and [{isk Committee and
Ilesource Mobilisation Contntittee
and is a member olF-iuance
Conrrnittee and I Iuman Resource
Committce of thc Board

Ilcnjrmin Muketha - Mcmbcr
Master of Business
Ad m in ist ratio n(M ll A )
[]achclor ol Arts([ Ions)

Year of birth - 1964
llusiness Executive ,'vith over 20
years' experience in senior
nlanilgement of lirrgc corporations
Estcnsive knorvlc'dgc and expcrience
in tcchnology, operations and
busincss developrnent
Iloarcl level cxpcricnce in initiation,
coordination and execution of
business strategy
Ile is the Chainnan of both Finarroe
Comrnittee and I Iuman Resource
Conrmittee and is a mcmbcr of Audit
and Risk Conrrnittee and Resourcc
Mobilisation Contmittee of the
Boarcl
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croLiN1'\' (;()\'[llNNl liN'r ol' NlI,]ltLr
NI I.l IlLr COL;N I Y Nl I (l l(( ) l.-l Nr\N(' l.) (l()ltl,O llr|l l ON

r\nnual lleports nn(l l'inlncinl St:rtenlents
Fur the cal cndc(l Junc 30 2021)

Ycar of birth - 1964
De nson Mwirigi - 1.7 yeals Chiel
Otlcer 'l'rade - Meru Coutrty
Govenrrrtcnt
[ 4 ycars Compassion Lrtcrnational -
l"inancc & Adurin Managcr, Scnior
I{egional Opcrations Spccialist
I0 ycars National Council ol
Chr,rrches ol Kcnya - Senior
Accountant in chargc ol
lvlanagement ALrclit with the small
and Micro Entcrprises I)rogramme
LIe servcs as a nrerntrer ol Flunran
I{csource Committcc. I Iuman
Rcsource Committcc and Resource
Mobilization Conrrrrittce in the
Btrard

l)cnson Nhvirigi NIbuui- Nlcnrbcr
I)H[) ( Finttcprcncursh ip) ('antlitlttc
UOn"
MSC ([intrepLcncurship ) .lKUAl'
MIIA (Mirrkcting)
[][]r\ (Accounting)
(rPA (K)
iVlcrnbcr ICI'AK in gootl standing
lvlcurbcr ol Intcrnational I)roccss atttl

I)ertirrnrancc Iustitntc ( II'API )

Ycar ot'birth - 19ll I

Joscph Kabii Chabari - Chiel'Olilcer
Iiinancc, Econoruic planning ancl

l(''l' Countl, (iovcrrrntcnt of Meru.
I\lr. C'hahirri has a rlst cxpcricttcc itt
["inlncc and accounting in Public
Scctor having riorkccl at the National
'l'reasuly lbr 9 1'ears.
He servcs as a nrcrrrber ol F'inar-rce

Comnrittcc and l{csource
Mobilization Comnrittce in thc
[]oard

Joscph Kabii Chabari - Nlcmbcr
M[]A - Financc
BBA - Accounts
CPA(K)
Mernbcr' - ICI)AK

Ycar of birth - 1977
Over l5 ycars' cspcricuce iu
C'oryrorate Banking. Business

dcvcloprnent ancl husiness

rclationsh ills

Kcnncth K iVlbac- iVlanaging
I)irccto r
Ilachclor of Arts Doublc
Mathenratics & [icononr ics

Oorporirte (iovclruncc - (lentlc lirr
Ciorporatc (iovctnancc

l)rotcssional Salcs [)cvclopntcnl
[{obcrt Salcs '['taining 

I Iatnpshitc
Sulcs tririrtirtg - I)rrlcs ('ulncgic

- _r!
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O[IN]' COVEITNNIIINI' OF MIiIIT]
l)ltr (l TINl'Y NI I (]ITOFINANCI' COITPoI{A]'I0N

nuuill ll port.\ nn(l Einancial Statenlcnts
r the r endetl Junc 30 2020

ENT 1'I,AM\ lr\ Nr\O l

I)hotn cr's Nanrc andNlana ualil'ications Ycal ol Ilirth and I,lr periencc

Kenneth K Mbac- Vlantging
I)ircctor
Bachclor ol Arts - Doublc Nlathematics
& liconornics
Corporate Governancc - Ccntre for
Corporate Governance
Proltssional Sales Development -
I{ohcrt Stles -l'raining 

I lanrpshirc
Sales training - Dalcs Calncgic

Ycar of Birth - 1977
Over l5 years' expericnce in
Corporate Banking. Business
devclopment and business
rclationship

Danicl Kimathi - Finance and
Adurinistration Manzrger
IJBA Accounts:
CPA(K) and Membcr ol ICPAK
Master's degrce - Finalizing

Year ol []irth 1978 - Over l3
years' experiencc in Finance
and accounts

Salcsio Miriti - Ilranch Managcr - Maua
\lsc A!:riculttrral Rcsourcc illar:lgcrncnt.
IISC Agribusiness Managcnrcnt

Year of llirth l98l - l0years'
expcriencc in banking and
projcct nlanagemcnt

Martin Ntuara - [Jranch ]vlanergcr - Meru
Bachclor ol Cor:ulcrce - Markcting

Ycar of Birth 1982 - 9 years
banking exper ience

V
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i\nnual Rcports :rntl Financial S tat cln cn ts

For thc cilr cnd c(l Junc 30, 2020

Ycar of Birth 1983 - l0 1'ears'
expericnce in l{uuran l{csource
practice

Edith Kaalia - I Icacl ol I'lturtan Ilcsottrcc
Ilachclor of Arts. Ilconoutics and

Sociologv
I)ost Gratluatc [)iplorlla in I-lR ivl

Ycar ol bir1h 1989

l0 )'cats o1' expericnce
implemcntiug technologY
projccts, dcvclopirrg product
requircmcnts. anall sing support
strategics and pr()ccsses to

lacilitatc irnprovcd opcrations
and ellicicncv

liric Kinyua - [C'f Nltnager
Ilachclors of Scicncc in Mathcnratics and

Conlputcr Sciencc.20 I I

Mastsrs of Scie ncc in Coutpute I Systcnts

Cont.
CCNA - 20I6
I-ftL - 201 7

PMP -202i)

\l
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F

UNTY VERNMENT OF MERU
RU CO NTY MICROFINANCE CORPORATION

nual Rc ris and Fiuanciar Statements
r the €il ended June 30 2020

,S STATEMENT

unty Microfinance Corporation Acl 2014 requires the corporation to prepare financial

the end of each financial yezu. I am pleased to present the financial statements for the

behalf
tinued

the Board, staff and other stakeholders, I thank the Meru county Government for their

vision of the seed capital to support the Microfinance.

S

c

e Meru
tements

public

tioi,, ,r the period ended 30th June 2020.

Coun Microfinance Corporation was created in 2014, through an Act of the County Assembly of
,to de microfinance and related services to SMEs in Kenya. This corporation was opened to

15th January 2016. The performance reflected in these statements covers one year of
o tron.

this eriod, the corporation has operated six branches covering the larger Meru County. The

rporation reached over 6,500 customers, with products covering both training and loan facilities.

corpo n is on a commendable growth trajectory.

ng the challenges experienced during the period include inadequate financing, lack of
equate nnel and Corona Virus pandemic. The Corporation intends to open Githongo and

un in the financial year 202012021to serve customers better.

c l1

AIRP ON-Board of Directors

tx

D

bfanches



IiEPOIIT OF THE MANAGING DIRECTOR

ln the year ttnder revierv. Iv(eru Countv Microfinancc C'orporation achicvcd ar strong perltrrmancc.
1'his perfirrlrtatlce has heen..driven b1 a tiisciplined -q(omh stratcgy anrl a clcar .,"-i of ,rrot"gi"
priorities. Our talents. capabilitics, r:ncrgy and capital have been geaie.l torvarcls the uttimatc goaiof
making our customL'rs achieve thcir dreams.

Advances iu cotnputel technology, netrvorked conrrnunication arrd cligitization ol almosl everything
has cteatetl both extraordinary opportunities as wcll as ptescnted challcnges to businesses inciuding
out'owll. 11's becausc'of this reason that thc corporation has investod in a robust operational system t;
enablc us take advantagL' of the opportunitics as rvell as overconlc sorue ol these chal.lenges. 'l'he
investmcrlt in technology' rvill enable us rnake use ol mobile based clisbursement of funds lbr
convenicnce and ease ofaccess ofour products.

The corpolation also inleuds kr diversili' its products in ordcr. to take carc of other neglected sectors
of tlre community. Thc corporation intcnds to venturc lnorc inro flsset linuncing bui targeting the
stnall and tncdiunr busiuesscs likc salons. kinl'ozi and bodahotla in ortler to lerretit tt. young
entrcprcncurs,

We intend to pul'sue in tlre tuture thc ucccssan. approvals fi'ont the Central bank i1 ordcr t6 be a
cleposit taking N4icrofiuancc. This r."'ill ensure that u'e not only cater tiu borrouers'encl of the mar.kct
hut also the saYcrs. Beirrg a deposit taking Microlinance uill ensurc that the corporation rvill be ful11,
ruudcr thc central bank regulations hence m.re supervision antl accountahilitl,.

couNl'y covEltNN{tiN't' o}. N{t:Rtr
MERTI COT]NTY IlIICROFINANCE, CORPORATION

Annual Reports :rnd Financinl Ststcrncnts
For thc ycar cndtd Junc 30, 2020

ng I)ircctor

\
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C TINTY VEIINMI]NT OF MEIIU
TY MICIIOFINANCE, CORPORATIONRU CO

F
n uul Rep rts and Fintncinl Statcments

thc cil ntlcrl Junc 30, 2020

IVI EItU COUNTY NI ICROFINANCE COITPORATION I'EIIFOMANCE FOIT

Micntfinance (.lorporation has 3 strategic pillars and objectives within its Strategic Plan
I 8/201 9- 202212023. T'hcse strategic pillars arc as tbllorvs:

rket [)enetration

titutional Development

urce Mohilization

)licrofinonce Corporalion develops its annual work plans based on the above 3 pillars.

I the Board's performancc against its annual work plan is done on a quarterly basi.s' The

Itlicrqlinonca Corporcrtiott achieved its perforrnance targets set for the FY 2019/2020
strategic pillars, as indicated in the diagram belowp

Market
Penetra
ton

lr, iuti
n ri-
Develo
ment

VIEW O
201912{l

ru Coutt
thc FY 2

illar l:

illar 2:

illar 3: R

ru Cotutt
ess ure nt

ru Coun
iod for its

Achievenrcntsr\ c tiv itiesO bj ect el1 Key Pcrformance
Indicators

. Products
o Increascd

branch
nctrvork

lmplement the new prod ucts

a pp rova I proced u res manual

Evalu ate and revise current
p rod ucts as necessary

Develop and market sector
focused p rod ucts based on

market stud ies

Develop and implement a Product
monitoring system

Se rvin
develo

delive

and
ing
iate
s and

ec tive
channels

approp
prod u c

u sinB e

N umber of
products
Number of
product
evaluation
re po rts
lncrease
branch
network

Final
Orga nogra
m chart
Policies and
procedures

o Fina I Organogram chart
. Boa rd Charter
. Board oriented on and

knowledgeable of roles,

responsibilities, reporting and

authority
. Staff oriented on and

knowledgeable of roles,
responsibilities, re porting and

authoritY

syst e m

Develo

staff as

the su

rng a

u a lified
ivated
ell as

ort

highly
and m

x1

',l1l

Str:rte gi
c I'illa r

Fully
operotionol
organizotionol
structure
Operoting
Policies ond
Procedures
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COUN'tY CoVEIINMIiN't OI.' N{IiRU
M Ii ITU C OI.IN'I'Y VI I (J IT()FI NANCI' C()ITP OIIA'II oN

..\ n n u al Ilcprl rt.s an (l l'in nn citrl Sta tcnrcn ts
For thc vear cndc(l Junc 30,2020

REVI E'W O!' NI EItU COUNTY VIICI{OFINT\NCE COItPOItAl'ION PE IIFOMANCE FOR
FY 2019/2020(Cont'd)

Resource

Mobilization
Build a wide
ra nge of
st ra t egic
pa rtn erships

o Conduct
stu dies on
p oten tia I

networks,
lin kages and
p a rtn ers

. Develop and
disseminate
concept
papers and
presentations

o ldentify and
a pproa ch

networks,
lin kages and
p artn ers

. Esta b lish
fu n ction ing
n e two rks,
lin kages and
partn ers

Establish
fu nction ing formal
p a rtn ersh ips

o Number of potential partners
id en tified

r Number of concept papers
d eveloped and disseminated

. Number of presentations made

. Number of esta b lish ed
partnerships and lin kages

Monetary value of part n erships
developed
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OUNTY O\/IittNME,Nl' OF MIiRTI
ITU TINTY MICROFINANCO CORPORATION

nnual Ile orts nn(l Finalrci:ri St tcmcnts
or thc cndcd .Iune 30 2020
OI{PO TE GOVEII,NANCD STA'I'EMENT

d corpo te governance is key to the integrity of Microfinance institutions and for their stability.
rporate vernance plays a leading role in making certain how corporations and their boards and

are directed, controlled and held to account. Corporate govemance therefore
the systems, practices and procedures by which the individual corporation regulates
to remain competitive, ethical, sustainable and fair.

geme

Board Meru County Microfinance Corporation follows principles of openness, integrity and
in its stewardship ofthe company affairs. It recognizes the evolving natwe of corporate
d assesses the company's compliance with generally accepted corporate govemance
regular basis directly and through its board committees and management. The role of

unta

compasse
lt fino

g

p
mance
ices on

in
th

re
th
re

board olTh
CountyM

the

board is ensure conformance by focusing on and providing the company's overall strategic
ctron policy making as well as performance review through accountability and ensuring
ropriate onitoring and supervision. The board is also responsible for the overall system of
rnal I and for the reviewing its effectiveness. The controls are designed to both safeguard

enl t team comprising of the managing director, heads of departments and senior staff meet
larlv to

fca
lar basis:

sider issues of operational and strategic importance to the company, Here below are
olthe existing corporate govemance practices which are reviewed and improved on a

of Directorsl.B
irectors consist ol seven directors who have been appointed in accordance with the

ard
icrofinance Act of20l4. The chairperson of the board is a non-executive director and
formally at least four times a year.

board is sponsible for setting the direction of the corporation through the establishment of
stra
and

gic obj es, key policies and approval ofbudgets. It monitors the implementation ofstrategies
policies ugh a structured approach to repo(ing by managemenl and consequent

tability.

The on-exec directors are actively involved in bringing strong independent judgement on board
deli lons discussions. These directors have a wide range of knowledge and experience of

markets t is applied to the formulation of strategic objectives and decision making. The board
mee regular and retains full and effective control over the company in strategic, financial,
op ional and ompliance areas

xnl

company'| assets and ensure the reliability offinancial information.

The

local



CO(JNTY GOVIiRNI\{ IiNT ()T' MET{[J
M[,III.I COUN'TY NIICROI'INANCE CORI'ORA'I'ION

Annual Repurts antl Iiinancial Statcnrcnts
For tho year ended .Iune 30 202Lt

COIIPORATE GOVIIRNANCE STATIIMENT (Cont'd)

'Iir assist the board in the discharge of its mandate, board committees have been established. The
conmittees are as follows:

(a) Finance Committee - Cornprises of Benjamil i\4uketha, Catherine Kendi Kiecha and Joseph
Kabii Chabari.
l'he committee provides guidance to the board on tinance, Credit, legal and IC'l' requirements
for the corporation. It also advises on financial controls and compliance issues of the
company.

(b) Human Resource Committee - The committee comprises ol Benjamin Muketha" Catherine
Kendi Kiecha and Denson Mwirigi. The purpose of the l{uman Resources Comn-rittee is to
assist the lJoard in fulfilting its obligations relating to human resources issues, including the
evaluation and compensation of the employees, succession planning and significant human
resourccs policies.

(c) Audit and Risk Committee - Comprises of Catherine Kendi Kiecha, Benjamin Muketha and
Denson Mwirigi. The Committee is mandated to raise the standards of corporate governance
by reviewing the quality and effectiveness of the internal control systems, the internal and
extemal audit functions and the quality of financial reporting.

(d) Resource Mobilization Committee - Comprises ol'('atherine Kendi Kiecha, Benjamin
Mukctha,Dcnson Mwirigi and Joscph Kabii Chabari.
Its mandaled to review current resource needs and lunding gaps and pursue possible
funding opportunities ftrr the Corporation.

2. Internal Controls

1'he corporation has implenrented and maintained internal controls designed to provide reasonable
assurance as to the integrity and reliability of the financial statements and 1o adequately sat'eguard and
maintain accountability olthe company's assets. Such controls are based on established policies and
procedures and are implemented by trained pcrsonnel with appropriate segregation of duties. f'he
effectiveness of thc system of intemal controls is monitored regularly through operational meetings
and the annual extemal audit.

3. Going concern

The directors confirm that the corporation has adequate resources to continue in business for the
foresecable futurc and
financia[ statements.

thereforc the continued use of going concem as a hasis ol preparing

Chai son

xlv

[)irecbr
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F],NT DISCTJSSION AND ANALYSIS

unty Microfinance Corporation (MCMC) was established by the MCMC Act, 2014 of
ty Assenlbly. Meru County Microtlnance Corporation (MCMC) can safely be

roduct ofKenya's national long-term development policy, the Kenya Vision 2030. Thc
icroflnance Corporation is a noble initiative of the Meru County Government, created

rdable and convenicnt credit to the lo',v-income households in the County
f the institution as provided lor in thc Act is providing financial services to Micro,
ium enterprises in ordcr to:
e Iocal business and investment growth;
e access to capital and credit and llnancial services to micro, small and medium
ses;

poverty and unemploynrent;
local economic gror,vth

ustry in Kenya experienced a major shift with the amendment of the Banking Act in
Au cap the lending ratcs to a maximum of4.0 per cent above the Central Bank Rate
(cl sit interest rate floor ol70% ofthat base ratc. The inrplementation which began in
S"p , resulted in a substantial decline in the interest rates. Additionally, it also led to a
s ign tion in margins against static operating expenditure. Kenya's banking sector will
con aped by stricter prudential and conduct regulations

Ino re competitive and also ensure cheap access to credit fbr the low-income earners, the
Co ugh the Board meeting held on 27rr'August 2018 resolved to review the interest rate
c har tomers fiorn I 5 percent to l2 percent. This was to ensure greater accessibility ol
chca also more visibility lbr the Corporation. 'lhe Corporation had not been lending to its
cust ere was no Board of Directors until October 2018 rvhen lending was resumcd.

orporation rvas ablc to disburse Kshs.70 Million during the financial year.Dcslr

1

S

Digi
Miu
th is

capt
C
u

ation has been an on-going process since 2016 r.vith an initial investment ol Ksh. I 5

stable core banking system and branch conncctivity. The Corporation invested irr
system so that all the departments can be linked and ensure more eflicient
ithin the Corporation

iation lor about two ycars, the board and managemenl of the Meru County
oration considercd it time to undertake the developrnent of a strategic plan. Driven
re execution of its mandate by grorving its client base, the Corporation was in a
the experienccs and knowledge gained so lar and to tap into the talent of its
ard to clevclop a plan to guidc planning and opcrations into the next five years. A
ch that includcd rcfbrcncc to, consultation rvith and involvcmcnt of thc relcvant
C's board menrbers. statl, clients, parcnt county department senior members,

and oversight authorities -',vas adopted tbr the devclopment of this plan.
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COUNTY GOVEITNME,N'I' OF MERU
MEITU COUN'TY MICROI.'INANCE COR.POITATION

;\n n uirl llcJrorts l ntl Iiinancial Statcnren t.s

For thc t'ear cndctl .lune 30, 2020

VIANACENIEN'l' DISCUSSION r\ND ANALYSIS(CONT'D)

1'his strategic plan ',vill sec that Meru County Microfinarlce Corporation dcvclops nerv products,
increase the disbursement capacity by great nrargins, ensurc rve havc an undeniably huge nredia
presence, increase our custonlcr basc, and with it. our lcnding capacity. and tinally. see to it that
MCMC is converted into a deposit taking thcility.

In order to deliver on its mission oi providing ilnancial scrvices that inrprove the living standards of
lo,,v-income households, a plan is proposed that pursues the tbllowing thrce strategic directions:

Market Pcnctratiorr: By claritying thc core markct to be served and devcloping appropriate
products and using efl'ective delivery channels.

Institutional Developurent: By dcveloping a lrighly qualilied and nrotivated stafT as well as the
support systenrs that will ensure that MCMC is able to carry out its
mandate in a prol'essional manner.

I{esource Mobilization: I}uild a wide rangc of stratcgic pa(nerships that rvill leverage their
resources on thc capacity'olMCMC to oft'er t'inancial services to the lolv-income categories.

On Human Capital, thc Corporation investcd in rccruitmcnt oltop talcnt in thc industry, lbr optin.ral
pcrlbmrance ol'the busincss units and ell'ectivc inrplcmcntation ol'its stratsgy. 1'he Corporation has

ensurecl critical departurerrts in the Cclrpolatiorr ucrc lirlly lilled r-rp such zrs the Itisk and ICI'
departrucnts. Stall have becu rvcll tlained in thcir spccilic areas of spccialization. 'l'his rvas aimed at

translbruiing lvlcru County Microllnance mernbcrs of statTinto bankcrs olthe tirturc - rvith superior
skill-set, enhanced proltssional knorvlcdge and a culturc that supports diversity ofthought. The plan
has aligned thc statT hcadcount rvith stratcgic necds and in tandcm rvith a vigorous pcrfornrance
lrlanagemellt prograrn tltat thc Corpolation is curlcntly implcmenting. 'l'he Corporation rvill continue
acqr,riring top taleut liom thc market, cven as thc growth continucs.

\\'l
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ITEPOII.T OF THtr DIREC'I'OI{S

'lhe Directors submit their report together with the audited financial statements lbr the year ended

June 30,2020 which show the state of the Meru County Microfinance Corporation aflairs.

Principal activities

The principal activities of the entity are to provide microfinance and related services to small and
mec!ium businesses in Kenya.

Ilcs u lts

The results ofthe entity for the year ended June 30, 2020 are set out on page I

Directors

The members of the board of directors who served during the year are shorvn on page v and vi. The
board members serve for a renewable term of three years. The board members were appointed in thc
year 2018.

Auditors

The Auditor General is rcspollsible fbr the statutory audit ofthe enlity in accordance rvith Alticle 229
ol the Co,rstitution of K,,.rya and the Public Audit rrtl 2015 whicli also empowers thc Auditor
General to appoint an auditor to audit on his behalf.

By of the Board

Direo

iit

x\/ l

COI.INTY GOVERNNIBNT OF MEIIU
MEITU COUN'TY MICROTTINANCE CORPORATION

,in ual Rcports and Financial sratemenit

tqf t!qrSqS!4j4 !u,1" 1qr202!l ___ _ _
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COUNT (;OVETTNMEN'T O}' MEIl.U
VII,]RU UNTY NIICROFINANCE COI(POIIATION

n nual Il orts and Fin:rn cia I Stirtements
or the r end ed June 30, 2020

NT OF DIITECTOIIS' ITESPONSIRILII'IES

I the Public Finance Management Act, 2012 and (section [4 of the State Corporations
the Directors to prepare financial statentents in respect ofthat entity, which give a true

of the state of aflairs of the entity at the end of the financial yearlperiod and the
Its of the entity for that year/period. The Directors are also required to ensure that the
roper accounting records which disclose with reasonable accuracy the financial position
he Directors are also responsible for safeguarding the assets of the entity.

are responsible for the preparation and presentation of the entity's financial statements,
e and fair view of the state ol affairs of the entity for and as at the end of the financial

nded on June 30,2020. This responsibility includes: (i) maintaining adequate financial
nl rrangements and ensuring tl.rat these continue to be eff-ective throughout the reporting
pe ntaining proper accounting records, which disclose with reasonable accuracy at any
tlln ial position of the entity; (iii) designing, implementing and maintaining intemal

t to the preparation and fair presentation of the financial statements, and ensuring that
m material misstatements, whether due to error or fraud; (iv) safeguarding the assets

con

oft
esti

selecting and applying appropriate accounting policies; and (vi) making accounting
reasonable in the circumstances

the

The
state

and
(il'
Direc
entity

ept responsibility for the Meru County Microfinance Corporation's financial
fr have been prepared using appropriate accounting policies supported by reasonable
enrents and estimates, in conformity with Intemational Financial Reporting Standards
e marurer required by the PFM Act,2012 and (the State Corporations Act). The
e opinion that the entity's financial statements give a true and fair vierv ofthe state of
s during the financial year ended June 30, 2020, and of the entity's financial position
Directors further confirm the completeness of the accounting records maintained for
ve been relied upon in the preparation ofthe entity's financial statements as well as
systems of intemal financial control.

to the attention of the Directors to indicate that the entity will not remain a going
the next tlvelve months tiom the date ofthis statement.

a ncill statements

Microfinance Corporation financial statements were approved by the Board on
2020 and signed on its behalf by

asatt
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OFFICE OF THE AUDITON-GENERAL

En hu n c i n g .,1 ct nutahi I i t.t'

HEAOQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box loo84-oo1oo
NAIROBI

REPO
CORP

OF THE AUDITOR-GENERAL ON MERU COUNTY MICROFINANCE
ATION FOR THE YEAR ENDED 30 JUNE, 2O2O

Ba is for Q lified Opinion

1.0 lnaccu cies in the Financial Statements

1.1 lnaccu Statement of Cash Flows

The tateme
item Howev
an ative ba

REPO ON THE FINANCIAL STATEMENTS

Qualifi Opinion

I have a ited the accompanying financial statements of Meru County Microfinance
orpora n set out on pages 'l to 38, which comprise the statement of financial position
sat30 une, 2020, statement of profit or loss and other comprehensive income,
tatement of changes in equity, statement of cash flows and statement of comparison of
udget a actual amounts for the year then ended, and a summary of significant
ccountin policies and other explanatory information in accordance with the provisions
Article 2 9 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I

obtai d all the information and explanations which, to the best of my knowledge
d belief, re necessary for the purpose of the audit

vana

of cash flows reflects balances totalling to Kshs.6,079,121 on five (5)
, the statement of profit or loss and other comprehensive income reflects
nce of Kshs.5,334,281 on the same items resulting to unreconciled
ailed below;CES AS

;*j**,,#*"

Iil.. l,t I tlt.t(' ()1.' Kl._\ \ .\

lrl my opiniln, except for the effect of the matters described in the Basis for Qualified
Olinion selion of my report, the financial statements present fairly, in all material
r$pects, t{e financial position of the Meru County Microfinance Corporation as at
3{June, 20{0, and of its financial performance and its cash flows for the year then ended,
in pccordan<p with lnternational Financial Reporting Standards (IFRS) and comply with
th{ Public finance Management Acl, 2012 and the Meru County Microfinance
Cdporation fct, 2014.

Report {the Auditor$eneral on Meru County Micro/inance Corporqtionlor the year ended J0 June, 2020



Item

Statement of
Cash Flows

(Kshs.)

Statement of Profit or
Loss and Other

Comprehensive lncome
(Kshs.)

Variance
(Kshs.)

Transfers from Other
Government Entities

100,325,236 80,252,212 20,073,024

lnterest Received 3,002,005 3,177,005 (175,000)
Other lncome 500,000 (8,748,622)

Payment for
Operating Expenses

(97,748,120) 0 (97,748,120\

Administration Costs 0 (98,012,120) 98,0't 2,120

ln addition, the statement of cashflows reflects amounts of Kshs.112,303,244 and
Kshs.67,909,887 in respect to loan advances to customers and repayment of loans
respectively, both totalling to Kshs.180,213,131 whose supporting schedules were not
provided. Further, the same statement reflects an amount of Kshs .106,224,122 in respect
to net cash generated from investing activities instead of an amount of Kshs.1 12,303,244
relating to loan advances to customers and the only investing activities in the
Corporation's financial statements resulting to a variance of Kshs.6,079,122.

ln the circumstances, the accuracy of the statement of cash flows could not be confirmed.

1.2 lnaccurate Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects an amount of
Kshs.205,394,608 in respect to actual total income. However, the statement of profit or
loss and other comprehensive income reflects Kshs.92,677,839 in respect to the same
item resulting to unreconciled variance of Kshs.1 12,7'16,769.

ln the circumstances, the accuracy of the two sets of records could not be confirmed.

2.0 AdministrationCosts

2.1 Unsupported Legal Expenses

The statement of profit or loss and other comprehensive income reflects an amount of
Kshs.98,012,120 in respect to administration costs which includes Kshs.39'1,020 in
respect to legal fees which further includes an amount of Kshs.377,300 paid to a firm for
representing the Corporation as disclosed in Note 8 to the financial statements. However,
supporting documents including how the fees were arrived at and the procurement
documents for the legal services were not provided for audit.

ln the circumstances, the regularity of the legal fees amounting to Kshs.377,300 could
not be confirmed.

Report of the Auditor-Generol on Meru County l'licrofinonce Corporqtionlor the year ended 30 June, 2020
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2.2 I regular Payment for Strategic Plan

The tement of profit or loss and other comprehensive income reflects administration
costs mounting to Kshs. 98,012,120 as disclosed in Note B to the financial statements
whic
inclu

includes staff training expenses amounting to Kshs.4,144,836 which further
an amount of Kshs.367,200 paid to a firm for consultancy services for

devel pment of strategic plan. The contract was purported to have been awarded in
201 017 financial year, however, the binding contract was not provided for review

ln th circumstances, the regularity of the expenditure amounting to Kshs.367,200 could

accru d expenses balance of Kshs.'t15,293 whose supporting ledger was not provided
for a it. ln addition, it was observed that the accrued expenses have been outstanding
SlnC,3 201812019. However, evidence of Management's strategy to pay the accrued
expe ses was not provided for review

ln th circumstances, the accuracy and completeness of accrued expenses balance of
Kshs 15,293 could not be confirmed.

nsupported Loans Due from Customers

ln th

not b

3.0

The
Kshs

4.0

bala

5.0

The

revt
and

The tatement of financial position reflects loans due from customers balance of
Kshs 127 ,571 ,433 as shown in Note '17 to the financial statements. However, supporting
docu ents showing loans start and end dates, amount paid and amount outstanding for
both urrent and non-current loan were not provided for audit.

circumstances, the accuracy and completeness of loans due from customers

confirmed.

utstanding and Unsupported Accrued Expenses

tement of financial position reflects trade and other payables balance of
,493,7 49 as disclosed in Note 20 to the financial statements which includes

of Kshs.127,571 ,433 could not be confirmed

roperty, Plant and Equipment - Fully Depreciated Assets

tement of financial position reflects property, plant and equipment balance of

since the two had been fully depreciated. ln addition, a review of the asset register
physical verification carried out in the month of October, 2020 showed that the
are in good and serviceable condition. However, no evidence was provided for

Kshs 5,1 04,485 as disclosed in Note 10 to the financial statements which does not include
bala ces for motor vehicles and computer and related equipment for the year under

AS

audi on the strategies the Corporation is putting in place to have the assets revalued and
the v lue included in the assets register

ln circumstances, the accuracy of property, plant and equipment balance of
Ksh 5,104,485 could not be confirmed

Raporl of the Auditor-General on Meru County Microfinance Corporalion for the year ended 30 June, 2020
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6.0 Unreconciled Cash and Bank Balances

The statement of financial position reflects bank and cash balances ol Kshs.18,722,212
as disclosed in Note 14.1 lo the financial statements which includes a balance of
Kshs.6,570,300 in respect to a bank account. However, the bank reconciliation
statements for the same account reflects Kshs.82,350 receipts in bank statement not in
cash book and therefore understating the bank and cash balances by the same amount.

Further, the cash and bank balances of Kshs.18,722,212 includes an amount of
Kshs.138,399 in respect to another bank account balance whose bank reconciliation
statement reflects an amount of Kshs.3,763,260 in respect to unpresented cheques and
whose status as to when they were cleared was not provided for review.

ln addition, the cash and bank balances of Kshs.18,722,212 includes an amount of
Kshs.9,858,292 in respect to another bank account balance and whose cash book reflects
a balance of Kshs.7,013,952 resulting to unreconciled and unexplained variance of
Kshs.2,844,340. Further, the bank reconciliation for the same account reflects an amount
of Kshs.839,767 in respect to unpresented cheques and whose status as to when they
were cleared was not provided for audit.

ln the circumstances, the accuracy and completeness of the cash and bank balances of
Kshs.18,722,212 could not be confirmed.

7.0 Unexplained Variance for Refundable Member Savings

The statement of financial position reflects trade and other payables balance of
Kshs.54,493,749 as disclosed in Note 20 to the financial statements which includes an
amount of Kshs.54,378,456 being refundable member savings which relates to
customers' savings used as collateral for loans. However, the supporting ledgers provided
for audit reflects a balance of Kshs.54,208,076 resulting to unreconciled variance of
Kshs 170,3B0.

ln the circumstances, the accuracy and completeness of refundable member savings
balance of Kshs.54,378,456 could not be confirmed.

8.0 Presentation of Financial Statements

The annual report and financial statements prepared and presented for audit had the
following presentation and disclosure errors;

The financial statements reflect a statement of profit and loss and other
comprehensive income instead of statement of profit or loss and other
comprehensive income as prescribed by the Public Sector Accounting Standard
Board (PSASB).

ii. The financial statements contain a table of contents whose pages are not in
conformity with the actual pages in the financial statements.

iii. Note 22 al page 27 to the financial statements relating to provision for leave pay
reflects comparative balances indicated for year 2017-2018 instead of 2018-2019.

Report ofthe Auditor-General on Meru Coun4, Migl'ufirurre Corporqlionfor the yeur ended 30 June, 2020
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he statement of profit and loss and other comprehensive income reflects surplus
efore taxation and surplus after taxation of a negative balance of Kshs.1 3,071 ,947
r each item. However, the Kshs.13,071,947 is a deficit and not a surplus. ln

ddition, the presentation is contrary to PSASB template issued in June, 2020
hich requires the same to be referred to as "loss" before taxation and loss after
xation respectively.

he statement of directors' responsibilities and the statement of financial position
re not signed at a particular date.

contrary to the format prescribed by the Public Sector Accounting Standard
(PSASB) in accordance with Section 194(1)(d) of the Public Finance

ement Act, 2012.

This i

Board
Man

Mana ment in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
ibilities in accordance with the ISSAI and in accordance with other ethicalresp

requr ments applicable to performing audits of financial statements in Kenya. I believe

Con
not in

The a
lnstit

that th
my qu

signifi
report

uently, the annual report and financial statements as prepared and presented are
e format prescribed by the Public Sector Accounting Standard Board (PSASB).

it was conducted in accordance with lnternational Standards of Supreme Audit
ns (lSSAls). I am independent of the Meru County Microfinance Corporation

audit evidence I have obtained is sufficient and appropriate to provide a basis for
ified opinion.

nce in the audit of the financial statements. There were no key audit matters to
the year under review.

Key A dit Matter

Key a rt matters are those matters that, in my professional judgment, are of most

The u erfunding and under expenditure affected the planned activities and may have
negatively on the delivery of services to the citizens of Meru county

Report e Auditor-General on Meru County Microftnance Corporalionfor the year ended 30 June, 2020
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Other fllatter

Budg{ary Control and Performance
I

The st{tement of comparison of budget and actual amounts reflects final revenue budget
and adual on comparable basis totalling to Kshs.213,234,094 and Kshs.205,394,608
respecfively, resulting to an underfunding amounting to Kshs.7,839,486 of the budget.
Similarly, the statement reflects final expenditure budget and actual on comparable basis
totallin{ to Kshs. 213,234,094 and Kshs. 210,315,364 respectively, resulting to an
underf rformance amounting to Kshs. 2,918,730 of the budget.

imoactfd



REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) o'f the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
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 laMully and in an effective way.

Basis for Conclusion

1.0 Wasteful Expenditure on Staff Training Expenses

The statement of profit and loss and other comprehensive income reflects administration
costs amounting to Kshs.98,012,120 which includes an amount of Kshs.4,144,836 in
respect to staff training expenses which further includes an amount of Kshs.740,300
comprising of Kshs.526,B00 and Kshs.213,500 paid for a performance management
meeting in Nairobi and a procurement evaluation process meeting held in Nanyuki
respectively. However, the two meetings were held outside the Meru County Microfinance
office without justification contrary to Section 11(vi) of the Treasury Circular number
2012015 of 4 November, 2015 which reguires Accounting Officers to ensure that all
workshops and retreats with majority of the participants drawn from one duty station are
held within the precincts of the duty station.

ln the circumstances, the value for money for the staff training expenses amounting to
Kshs.740,300 could not be confirmed. ln addition, the Management was in breach of the
law.

2.0 Ethnic lmbalance

During the year under review, the Corporation recruited thirteen (13) employees.
However, an analysis of the ethnic composition of the thirteen (13) newly employed staff
showed that twelve (12) or 92o/o were from the dominant ethnic community contrary to
Section 65(1Xe) of the County Government Act,2012 which requires that in selecting
candidates for appointment, the County Public Service Board shall consider the need to
ensure that at least thirty percent ofthe vacant posts at entry level are filled by candidates
who are not from the dominant ethnic community in the county.

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

Report ofthe Auditor-Generql on Meru Counry' Microfinance Corporalion for the year ended 30 June, 2020
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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



gove
app

REP
AND

them. I believe that the audit evidence I have obtained is sufficient and
riate to provide a basis for my conclusion.

RT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
OVERNANCE

beli that internal controls, risk management and governance were not effective

Basi for Conclusion

Conc ston

As
pro

com

uired by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
ures performed, lconfirm that, nothing has come to my attention to cause me to

Man ement is also responsible for the submission of the financial statements to the
Aud r-General in accordance with the provisions of Section 47 of the Public Audit Act
2015

ln ad ition to the responsibility for the preparation and presentation of the Corporation's
finan ial statements described above, management is also responsible for ensuring that
the a ivities, financial transactions and information reflected in the financial statements
are I compliance with the authorities which govern them, and that public resources are
appli

Thos charged with governance are responsible for overseeing the Corporation's
finan ial reporting process, reviewing the effectiveness of how the Corporation monitors

iance with relevant legislative and regulatory requirements, ensuring that effective
pro sses and systems are in place to address key roles and responsibilities in relation

pfthe Audilor-Ceneral on Meru Coun1: Microfinance Corpordlion.for the ),ear ended 30 June, 2020

7

The af dit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
requirF that lplan and perform the audit to obtain assurance about whether effective
procefses and systems of internal control, risk management and governance were
operafing effectively, in all material respects. I believe that the audit evidence I have
obtaided is sufficient and appropriate to provide a basis for my conclusion.

I

Respf nsibilities of Management and those Charged with Governance
I

Manalement is responsible for the preparation and fair presentation of these financial
statertrents in accordance with lnternational Financial Reporting Standards and for
maintf ining effective internal control as Management determines ls necessary to enable
the p{eparation of financial statements that are free from material misstatement, and for
its as$essment of the effectiveness of internal control, risk management and governance.

I

I

ln pr{paring the financial statements, Management is responsible for assessing the
Corp{rations' ability to continue as a going concern, disclosing, as applicable, matters
relat$ to going concern and using the applicable basis of accounting unless
Man{ement is aware of the intention to liquidate the Corporation or to cease operations.

in an effective way.



to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with 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 with limited assurance as to 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 in accordance with
the provisions of Article 229(6) of the Constitution and submit the audit report in
compliance with Article 229(7) of 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 noncompliance. 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
Corporation's 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

Report ofthe Auditor-General on 14eru County Mito/inunce Corporation.for the year encled 30 June, 2020
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ose risks, and obtain audit evidence that is sufficient and appropriate to provide a
asis for my opinion. The risk of not detecting a material misstatement resulting from

ud is higher than for one resulting from error, as fraud may involve collusion,
rgery, intentional omissions, misrepresentations, or the override of internal control

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

onclude on the appropriateness of the Management's use of the going concern
sis of accounting and, based on the audit evidence obtained, whether a material

ncertainty exists related to events or conditions that may cast significant doubt on
e Corporation's ability to continue as a going concern. lf I conclude that a material
ncertainty exists, I am required to draw attention in the auditor's report to the related
isclosures in the financial statements or, if such disclosures are inadequate, to
odify my opinion. My conclusions are based on the audit evidence obtained up to
e date of my audit report. However, future events or conditions may cause the
orporation to cease to continue as a going concern.

valuate the overall presentation, structure and content of the financial statements
cluding the disclosures, and whether the financial statements represent the
nderlying transactions and events in a manner that achieves fair presentation

btain sufficient appropriate audit evidence regarding the financial information and
usiness activities of the Corporation to express an opinion on the financial

tements

u, CBS
OR.GENERAL

10F ruary,2022

the Audilor-Oeneral on Meru County Microfinance Corporationfor the year ended 30 June, 2020
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. 
ferform such other procedures as I consider necessary in the circumstances.

I

I comfnunicate with the Management regarding, among other matters, the planned scope
and tifning of the audit and significant audit findings, including any significant deficiencies
in int$rnal control that are identified during the audit.

I alsolprovide Management with a statement that I have complied with relevant ethical
requi{ements regarding independence, and to communicate with them all relationships
and dlther matters that may reasonably be thought to bear on my independence, and
whe( applicable. related safeguards.

I
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COUNTY GOVDRNMENT OF }IEITU
MERU COTJNTY I\,IICI{OFINANCE CORPOI{ATION

Annual Reports and Finuncial Statements
For thc vcar enderl .lunc -10,2020
STATENIENT OF FINANCIAL POSITION AS AT ]O JUNIi 2O2O

irion-Current Asscts

Propcrr', plant and equipnrcnt t0

il

Rcceivable fi oDr Count)- Government

Fixed deposit interest receivable

Prcpaynrcrts - ReIt l6
Short-tcnn deposits

Bank and cash lralances

l,oans duc tionr customers
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Asscts
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__ 2020 and signed on its bchalfby
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Nanre:

-s5.000.000

26J.000
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39,{95.J{8

26s.832.e t 5

tor HeBd ofFinance

,*..r.o6 Name: .l,AN''-L. \J^/.Ar r'r

" -. ICPAK MNO: r:t, I -l

k'rrtrf- )

ASS[1'S

-r. 104..t86 7.5 t6.i5l
lntangiblc assets
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I .1. I t8,722,2t2

11 l]7.57l..lil

261.538.79 r

2(t7,159,210

7.1.429.451

252,97 4,7 69

265,8J2,915

Capital and Rcserl'es

r55,i03.581Capital Contriburion
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126j37 .46',7

Trade and othcr pavables

Capital and Rrservcs

Custourer Savings i9.i80. r55

I l-5.29-:l

54.i 78.456

I l5.l9.i

Li5.i0i.58,l

l0
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l9

t0

57.96 1,93(r

2 ti,165,510
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i

I

Cu rreDt Liallilitics

-@ W<-x'



CO U N'l'\' G OVliltn{M liNT Ol' M El{ U
MEIIU COUNTY MICIIOI'INANCIi CC ()ltA'l'lON

Annurl l<cports :rnd t ) I:ltcnl cn rs

For tltc r car cndcd June 30, 2020

726,337,4677l ,033,8ti3155,303,584At JLrly 1.2018

Capital Contribr.rtion

Prior Year Adjustment

7 r,033,tJti3 226,337,467155,303,584At June 30, 2019

226,337,1677l,033,883r 55,303,58JAr Julv l,2019

(13 .071 ,947)( 13.071,947)Capital Contribution

57,961,936 213,265,521)155,303,581At Ju nc 30.2020
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COUNTY COVI]IIN]VIENT OF ME,RU
M E Il U C O U n' T Y N I I C ItO FI Nr\N C E C O It P O ItA't I O N

r\rr n uirl llcports antl Fin:rncial Stirtcnrcnls
l-or the l ear endcd .lune 30, 2020

Cr\Stl FLOIVS FIIOM OPf,ll.ATING
I\CTIVI.IIES

'l'rartslcrs liorn otltcr (love[nrDcDt Entitics 100.12_i.2t6 145.000.000
Interest rcccivcd 9 i.00 2.00 5 i.61r2.4 t0
Other irrcrrrrrc 500.000
Paynlents lor opcratint expenses (97.748.120) (e5. r 91.95i )

Net crsh grnerrtctl fronr/(used in)
0pcra ting nctivitic-s 6,{)79,122 -iJ,.ll{t,{57

CASTI FLOIVS FITOIVI INVESTING
ACTIVTIIES

Purchasc ol'proPcrt),. planl and equiptncnt l0 (i.sii.8 r2)
l,oart ittlvanccs lo cusl()nlcrs ( r 12.iOi.244) (69.07 r.380)

Nct cxsh gcncrntcd fronr/(uscd in)
in vc.stin q u ctivitics (106,22.r,122) (72,605,192)

Cr\Stl l'LOWS FItOivl FINANCING
ACTIVTTI }IS

t4.998.i01 7,2t2.1 t9
Repaynrent of loans 6 7.909.ti 8 7 37.760.174

Net cash gcncratcd fronr/(used in)
]!rlncing nctivitics 82,908,188 .rJ,9 72,89J

IN C llt)r\SIi/(DEC ItEASD) IN CASH
.,\N D CASII liQUlVr\LliNTS (21,115,9J{) 2 5,85 6,l5{t

CASII AND CASII EQUIVALENTS AT
I}E(;INNING OI.' YT]AII 97,038,I {5 71,181,987

cASH ANt) CAStr EQUIVALENTS AT
END OT- I'tIE YEr\IT ll 9 7,0.It,1 15

STr\]'IitvlENT OF Cr\Stl FLOWS FOR'l'tlE, Ylii\ll ENDIID 30.IUNE 2020

4
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COUNTY GOVETINMI'NT OI' MEITTI
PI E II U C O UN'tY iVI ICIIOT'INANCE COIIPOITATION

AnIunl lleports and Financial Stxtemcnts
l'or the vear enderl June 30 ,2020

NOTtIS TO'I'tlE l'lNr\NCL\L STATI.IMEN'I'S

l. OENERT\L INFOIIIVL\TION

Mcrtt County Microfinancc Corporatiorr cntity is established by and derivcs its authority ancl
accountability fiom McrLr County Microfinance Act. 2014. The entity is rvholly orvned by the Meru
Countv covernrnent and is donriciled in Ken1a. 'l'hc entity's principal activitl, is io provide
nticrolinance and relatcd scrvices to SMEs in Kenva.

For Ken;'an Corupanics Act reporting purposes, thc balancc shcet is repr.esentcd by thc statencnt ol
linancial position and thc profit and loss accoulrt by thc staterncnt of profit ir loss ancl other
conrprchensive inconre irr these flnancial statctrents.

2. S'[A]'EIVIEN't OF COivIPLL\NCE, AND tsASIS OF ptTEPAIIATION

The tlnancial statelnents have becn prepared on a hiskrrical cost basis except lor the measurcment
at re-valucd anlounts of ccrtain itcnts of property. plant and equipment. rnirketable securities and
tjnancial instrtlnrents at fair value, impaircd assets at thcir cstirnatcd recoverable anrounts and
acttrarialll determined liabilitics at their prcsent valLrc.'l hc preparation offinancial statements in
confbrnritv rvith International Financial Reporting Stanrlarcls (lFI{S) allorvs the usc of cstimatcs and
assunlptions lt also reqtrircs management to exercisc .iudgcnrent in the process of applying the
entit)'s accounting polic ies.

l'hc tlnancial statcnlents have becn preparcd arrrd prescntccl in Kenya Shillings, rvhich is the
tirncti.nal and rsporting cLrrrcncl'of the Me ru coLrnty Microfrnance corporation.
-l'hc 

financial statelnents have bcen prepared in accordance rvith the pFIvl Act, thc Meru County
Ivlicrofinance Act, 2014, and lnlernational Financial Reporting Standards ([FRS). The accounting
policies adopted have becn consistently applied to all the years presented.

3. ..\PPLICATION OF NI.:W AND ITEVISED IN'I'EITNATIONAL FINANCIAL
R E POILTING STANDATU)S (IFRS)

i) Ilelel'ant nerv stalldards and amcndurents to publishctl standaruls effcctive for the vcnr
ended 30 Ju nc 2020

IFRS 16: Leases
The ner' standard. cttecrivc lirr a.nual periods bcginning on or al'ter lst January 2019,
introduces a nerv lcssce accounting modcl. rvhich rcquircs a lessce to rccognise assets ard
liabilitics for all lcases u,ith a ternr of nrore than l2 nronths, unless the underlying assct is of
lorv valLte. A lessce is rcqLrircd to recognise a right-ot'-usc asset rcprcsenting its right to usc the
tundcrlying leased assct and a lease liabirity reprcsenring its obligation to make lease payments.

6
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COUN'IY GOVEIINMI.]N'I' OF MERU
M I tIU COTJN'I'Y iVI I C'IIo}'INANCE COIIPOIIATI ON

r\nnual Reports and Financial Stitternonts
For the -v-car entletl .Iurre J0 ,2020
NO'r.tts TO TI I E FINANC L\L STAT[,ivt[,NTS (Oo n tin uetl)

3. APPLICATI()N oF NE!V AND IIIIVISED INTETTNA'TIONAI, FINANCIAL
ITEPORTING STANDARDS (IFRS) (Continuert)

i) Ilelevant nov standards and amen(lnrents to published standords effcctivc for the ycar
encled 30 June 2020(Con tinued)

Anrcndnrcnrs kt IFRS I I - Annual Inrpwenrcnrs ro IFRSi 2015-2017 cycle, issued in
December 20I 7

The atnendnrcnts. applicable to annual pcriods bcginning on or afler lst January 2020, clarity
that t\hell an cntity obtainsjoint control ofa business that is a joint opcration, it docs not re-
rneasure its pleviously held interests

Ar,,ctrd,ncfits to L4S 12 - Annuol Intprovcnrcnts ta lFRS.r 20t5_2017 C.ycte , issue in
Dccenber 20l7

Tlre arnendrucnts, applicable to annual pcriods bcginning on or atier lst January 2020, clarify
that all incorne tax corlscquences ofdividcnds should be recognised rvhcn a Iiability to pay a
dividend is recogni-scd, and that these inconrc tax consequences should be rccognised in profit
or loss, other comprehensive inco,rc or eqLrit,r' according lo \\,hcrc thc entity originally
recognised the transactions to rvhich they arc linked.

Atrrc dt cnts to ltls 23 - Autruul L,ryrova rcnrs ro IFRS. 20ts-2017 C1,c!e, issued in
Dccemhar 20I 7

'lhe amcndnrcnts. applicable to annual pcriocls bcginni.g on or alier lst January 2020, clarily
thar thc costs of borrorvings made specifically firr the purpose ofobtaining a qualifying asset
that is substantially colnpleted can be includcd in thc determination olthe rveighted average ol
borlorring costs tbr other qualitying assets.

rlnrcnduanls ttt IAS l9 tillal plan Anrcnlnrcnl,
Fchruur.y 20 I9)

Curluilnrc t or Sellletneri (issuctt itt

'[-hc anrcndt:tcttts, applicable to plan anrcnclrrrcnts, cudailnrents or scttlellclts occurring on or
atier the beginni.g.l'thc first annual rcporting pcriod that begins on or alier lst January 2020,
rcquircs an cntit)'to Llse updated actuirrial erssLlnrptions to detcnlinc current scrvice cost and net
intercst fbr tltc rclltaindcr ol'the attnual rcporting pcriod afier the plan anrcndnrcnt, curtaijrlcnt
ol'scttlcnlcnl $'hcn the cntit)' re-measures its nct clctincd bencllt liabilitr (assct) in the rnanner
spcciticd in thc anrcnded standard.

IJ
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COUNT OVIiIINVIENT OF MDIIU
rvl[Ru c UN'TY NIICITOFINANCE CORPOITATION

ports ir n(l Financinl Statcmcnts
r en dc(l Junc 30, 2020
Ttl Ii FINANCIT\L STATE|[NTS (Contintted)

LICIA-I'lON OF N[,!V r\ND llliVISED INTIllNr\TIONAL FINANCL\L
POIITINC STANDARDS (IFRS) (Continued)
ndnurnls n IAS I autl IAS I Definilion oJ materiol
amendrncnts are intended h makc the definition of material in IAS I easier to understand

are not intended to alter thc Lrnderlying concept of materiality in IFRS Standards. The

cept of 'obscuring' material inlormation with immaterial inlormation has been included as

ol" the nerv definition. The threshold lor materiality influencing users has been changed

'could influence' to 'could reasonably bc expected to influence'. The definition of
erial in IAS 8 has been replaced by a reference to the definition of material in IAS l. In

rt ion. the IASB anrencled other Standards and the Conceptual FramBlvork that contain a

nition olmaterial or refler to the term 'material' to ensure consistency. The amendments are

lied prospectively tbr annual periods beginning on or after 1 January 2020, with earlier

lication permitted

:rnd irnrendetl st:rndards and interpretations in issuc but not yet effective in the yeirr

enrled 30.Iune 2020

l7 Ltsurottcc Conlrtcls (lssuctl l8 Mal 2017)

S l7 reqLrires insurafice liabilities to be n]easured at a current fulfilhnent valr"te and provides a more

ol.lr1 measurctnen t and presentation approach for all insurance contracts. These requirements are

gned to achieve the goal of a consistent, principle-based accounting fbr insurance contracts. IFRS

upersedes IFRS 4 Insurance Contracts as of I January 202 l.

drnenls to Rckre,tes lo lhc Conceplud Fr(nrevork itt I FRS Strtrulards (lssued 29 lurch
9- Appticuhlcltr ott ual puiods hcginning I Jtnuw 2020)

ether rvith the revised Corrce1r tuttl l;'ruucvv<trk published in March 2019, the IASB also issued

tt.h e ts to Rclarencts to the ConcclttLtul FraDrework iu IFRS Slardords. The doculnent contains

ru(h)erlts to ltitts 2, IFRS I, IFRS 6, IFRS 14, IAS I,IAS 8, IAS 34, IAS 37, tAS 38, IFRIC 12,

IFRIC 20, IFRIC 22, and SIC-i2. Not all alnelldnlellts. however, update those

ulcelnents with regard to relerenccs to and quotes front the f'ramework so that they refer to the

d ('onceptual Frunrcu,or*. Sorne protrounceruents are only updated to indicate which version of
framervork they are re ferencing to (thc IASC fratrtervork adopted by the IASB in 2001, the IASB

ervork of 2010. or the nerv revisetl ftatncrvork of 2019) or to indi cate that dcfinitions ill the

ndard have not beeu Lrpdated with the nerv definitions developed in the revised Conceptuol

tc 19,

tttctt ork.

Direclors &t nol plan lo cr14 1' an1' of thc ahove mlil thcy becone effective Based on their

sst ittt qf'thc potantictl itnpuct of opplicotion of thc oboye, llrc),do ttol exPecl thol there vill
signif conl i Qacl ott the contpany's.finot?cidl stalc rcnls.

9



COUNTY GOVtrRNMENI' OF MBRU
VIERU COUN'tY MICIIOFINANCE CORPOIIATION

r\nnual lleports and F'inanci:rl Stttemcnts
For the Ic;rr cntlcd Junc J0 ,2020
NOTES TO THD FINANCIAL STATEMENTS (Continued)

3. r\PPLIC:\TION OF N[,]V AND l{EVISED INTERNATIONT\L FINANCIAL
REPOTTTING .S'|I\NDARDS (IFRS) (Continued)

iii) Early adoption of standards

The entity did not carly - adopt any ncw or atrlended starrdards in year 2019.

iii) SUiVIllL\ItY OF SIGNIFICr\NT ACCOUN'I'ING POLICIES

The principle accounting policies adopted in the prcparation of thesc llnancial staternents are set
out below:

a) Reven uc recogn ition

Revcnue is recognised to the extent that it is probable that future ecorrornic benefits rvill florv to
the enlit)' and thc revenue can bc reliatrly measured. Revcnue is recognised at thc l'air value of
considcration rcoeived or expected to bc reccived in thc ordinary coursc of thc entily's
activitics, net ofvaluc-added tax (VA'l'), rvhcre applicable, and when specific criteria have been
nret fof each of the entity's activities as dcscrilred hclow.

i) Rcvcnue from thc snle of goods and services is recognised in the year in rvhich the
4rll4,delivers prodLlcts to thc custot)rer, thc- custot]tcr has acccpted the products and
collectability olthe related reccivablcs is reasonably assurcd.

ii) Grants fronr Nntional Governnrcnt arc rccognised in the yea[ in rvhich the entitl,
actually receives such grants. Recurrent grants are recognized in the statclnent of
cottlptehetrsive income. Developnrent/capital grants are recognizcd in the staternent of
tinancial position and realised in thc statcnlent of comprehcnsivc incomc over the uset'ul
lile ol'thc assets that has bcen acquired using such funds.

iii) Finance inconre cotnprises intercst receivable fronr bank deposits aud investurent in
securities, and is rccognised in prolit or loss on a tirne proportion basis using the effective
intcrest ratc lnethod.

iu) Dividcnd inconre is rccogniscd in the incomc stateurent in the year in rvhich the right to
reccive the paynlent is cstablishcd.

v) Rental incomc is recognised irr thc incomc statcnrent as it accrues using the eflbctive
lease agrsentcuts.

vi) Other incorne is recognised as it accrues.

b) In-kind con tribu tions

In-kind contribtrtiotrs arc donations that .rrc madc to the or?/i/,], in thc for.nr of actual goods
and/or services rathcr than in moncy or cash tcrrns. Thesc donations may include vehicles"
cqLripntent or pcrsottnel services. Where the flnancial valuc reccivctl lor in-kintl contributions
can be reliably tlctcrminccl, the a litl inclucies such value in the statcnrent of conrprehelsive
incolllc both as rcvcrtue and as an esperrse in eqLral ancl oppositc anrounts; othcr.rvise, t5e
contlibution is trot recorded.

l0
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GOVEIINNI EN-T OF NIEITU
UNl'Y MICllOl-lNr\NCE COITPORATION

orts and Fina n cial Stirtements
r ended.lune 30 ).020
TtIE FINr\NCIi\t, STI\TENIENTS (Continuccl)

AIIY ()1,' S I()N I I.' I CANT r\C(IOLIN'I'I N(; P()LIC IES (Continucd)

pcrty. plant and cquipmcnt

categories of property, plant and equipment are initially recorded at cost less accumulated
reciation and impainnent losses.

in categories of property, plant and equipment are subsequently carried at re-valued
unts. being their thir value at the dirte of rc-valuation less any subsequent accumulated

iation and irnpairrnent losses. Where re-measurement at re-valued amounts is desired, all
s in an asset category are re-valued through periodic valuations carried out by independent
rnal valuers.

in thc carrying amounts of asscts arising from re-valuation are credited to other
prehensive inconre. Dccreases that o lfsct previous increases in the carrying amount ofthe
e asset are charged against the revaluation reserve account; all other decreases are charged

flt or loss in the income statement.

s and losses on disposal of items of property, plant and equipment are determined by
paring the proceeds fiorn the disposal with the net carrying amount of the itetns, and are

gnised in profit or loss in the income statemcnt.

reciation and impairmcnt oI property, plant and equipment

hold land and capital rvork in progress arc not depreciated. Capital work in progress relates

nly to thc costs ofongoing but incomplctc rvorks on buildings and other civil rvorks and

llat ions.

reciation on propcrty, plant and equipment is recognised in the incorne statement on a

ght-line basis to \vrite down the cost of each asset or the re-valtred amount to its residtral

e over its estirnated usclul life. The annual ratcs in use are:

ldings and civ il rvolks 25 years or the unexpired lease period
I 2.5 years

4 years

3 years
12.5 years

t and machinery
tor vehicles. including rnotor cycles

puters and rclated equipment
rce equ ipment, furniture and fittings

s of plopcrty, plant and equiprnent arc revierved annually fbr impairnrent. Where the

ing anrount of an asset is assessed as grcatcr than its estimated recovcrable amount, an

irrnent loss is recognised so that the assct is rvritten dorvn imtncdialely to its estilnated

II

vcrable anrount

full year's depreciation charge is recognised both in thc year ofasset purchase and in the year

[sset disposal.



COUNTY GOVERNMENT OF MEIIU
IVIEIIU COUNTY NI ICIIOFINANCE COITPORATION

/\n nuxl llcports xn(l Iiinxncixl Stltonlorrts
lor thc vcirr cntlcrl ,Iunc J0,2020
NOTES TO TtIE FINANCIAL STATEMENTS (Continucd)

4 S UiVttVL\It'l' ()F S I(;NI FI Cr\N't ACCOUNTIN(; P0 LIC t ES (Con tinrrcd)

e) In tangiblc asscts

Intangible assets conrprise purchased courputer sotlwarc liccnces, rvhich are capitalised on the
basis ol costs incurred to acquire and bring to use the spcciflc sotlware. These costs are
amortised over the estinratcd useful Iif'e of the intangiblc assets fronr thc year that thcy are
availablc for use, usually over three years.

f) Amortisation antl impairment of intangible asscts

Atnortisation is calculated on the straight-line basis ovsr the estimated uselul life ofcomputer
softrvare of three years.

AII computer sofirvare is revielvcd annualll' lbr inrpairnrcnt. Whcre the carrying amount ol an
intangible assct is asscssed as greatcr than its cstirnatcd recoverable anlount, an impairment loss
is recognised so that thc asset is lvritten dorvn immcdiately to its estimated recoverable amount.

g) Investmen t p roperty

Iluildings, ol part of a bLrilding (licchold or hcld Lrndcr a Ilnancc lease) and land (licchold or
hcld Lrnder an opcrating leasc) held for long tcrm rcntal viclds and/or capital appreciation, and
rvhich arc not occupicd by thc entity, are classillcd as invcsturent property undcr non-currellt
assets.

Investnrent property is carricd at fair valuc, rcprescnting open nlarket valLre deternrined
periodically by indcpcndent e.xternal values. Changes in f'air values are included in profit or loss
in the inconre statemctrt.

h) Finance and opcrating leases

Leascs rvhich conf'cr substantially all the risks and re"vards of orvncrship ro the entity arc
classificd as flttattcc leascs. Upon initial recognition, the lcased asset is nlcasured at an atnount
equal to the lorvcr olits fair value and the present value olthe nrinirnuur leasc paynrents, and
the asset is subsequcntly accounted fbr in accordarrce rvith the accounting policy applicablc to
that asset.

All other lcases arc trcatcd as opcrating lcascs and tltc lcased assets are rccognised in the
stertcrncnt ol' linancial position to tllc c\tcnt of prepoid leasc rcntals at tllc end of the 1,ear.
Pa1'nretrts trtade ttndcr opcrating lcases arc rccogniscd in prolit or loss on a straighGlinc basis
ovcr tlrc tcrm of thc leasc. l-ease incentivcs rcccivcd arc recognised as an intcgral pa|t of the
total lcase expcnse ovct'the tcrm olthe lease.

ll
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orts lntl Fin an cial St:ltoments
r ended .Iune 10, 2020
THE, FINr\NCL.\L STATEMENTS (Con tinued)

AIIY ()f SIGNIFIC,,\NT r\CCOUNTING POLICIES (Continucd)

d in terest investments (bonds)

cd interest investnrents reler to investment tirnds plaoed under Central Bank of Kenya
llK) long-terrn inliastructure bonds and other corporate bonds rvith the intention ofearning
ercst incomc upon thc bond's disposal or maturity. Fixed intercst investments are freely

ed at the Nairobi Securities E-xchange. Thc bonds are measured at fair value through profit
loss

tc(l inves t nr en ts

otcd investlncnts are classified as non-current assets and comprise marketable securitics
ded freely at the Nairobi Securities Exchange or other regional and international securities
changes. Quoted investments are stated at fair value.

uotc(l invcstrn cn ts

nquoted invcstrnents statcd at cost under non-current assets, and comprise equity shares held
other Governurent owned or controlled entities.

crr to rics

vcntories are stated at the lorver ol cost and net realisablc valuc. l'he cost of inventorics
mprises pLrrchase pricc, inrport duties, transpoftation and handing charges, and is

Btermined on the nroving average price method

ation

I itrconrt la-Y

rurrent inconrc tax assets and liabilities for tlre current pcriod are I'tteasttred at the amount
pcctcd to bc rccoverccl t'rom or paid to the taxation authorities. The tax rates and tax laws

scd to cornpute the amount are those that are enacted or substantively enacted, at the
porting date in the area rvhere thc Entity operates and generates taxable income. Current
come tax relating to items recognized directly in net assets is recognized in net assets and

ot in the statement o[ financial perfbrmance

ll

m) Tladc and other receivablcs
I

trade and other receivables are recognised at fair values less allorvances for any uncollectible

Inounts. These are asscssed for impairment on a continuing basis. An estima(e is made of
f]oubtful receivables based on a revierv of all outstanding amounts at the year end. Bad debts

fte rvritten olfafter all efforts at recovery have been exhausted.



COUN'I'Y GOVERNMENT OF MI]ITU
NI D ItU CT)UN-I'Y NI ICIi.OFINANCE COIIPOITATION

/\n nu:rl llol){)rts rn(l I'in:rncitl Stutcnrcn ts

For thc vcar cnrlcrl .lunc 30.2020
NOTES TO TtlE FINANCIAL STATEMENTS (Continued)

4 SUtlltvtAIIY OF SIGNIFIC..\NT ACCOUNTING POLICIES (Continued)

n) Taxation (Continued)

Currenl inutnrc lot (Contin ued)

Current inconrc tax assets and liabilitics lbr the current period are nreasured at the arnount
e\pectcd to bc rccovered fro[r or paid to thc taxation authorities.'I'hc tax rates and tax larvs
used to conlputc tlre amount are thosc that arc erractcd or substantively enacted, at the
rcporting date in the area rvhere the Flntity operatcs and ggrerates taxable income. Current
incorne tax rclating to iterns recognized directlf in net assets is recognized in net asscts and

Manirgerrent periodically evaluates positions taken in the taN rcturns with rcspect to
sitLratiol'ls in rvhich applicable tzlx rcgulations are subject to intcrpretation and establishes
provisions where appropriatc.

Dafcrrad lu-r

Dcf'errcd tax is provided using thc liability mcthod on tenrporary ditlbrences betlveen the tali
bases ofassets and liabilities and their carrying arnounts tbr financial reporting purposes at
the rcporting datc.

Dcl'crred tax liabilities are rccognizcd tbr all taxablc tcntporar)'dittercnces. except in respcct
oltaxablc telnporary ditttrences associated \\ith investnlcnts in controlled entities, associatcs
and interests in joint vcntures, whcn thc tinring of the revsrsal of the ternporary dilferences
can hc controllcd and it is probablc that the tenlporary diflirences rvill not reverse in thc
fbreseeable futurc.

Deferred ta\ asscts are rccognized fbr all deductible tentporary dif-lerences, thc carry forrvard
of unused ta\ credits and any unuscd tax losscs. Defcrrcd tax asssts are recognized to the
c\tent that it is probablc that taxable protit rvill be available against u,hich the deductible
tcmporary difltrences, and the carry tbrrvard of unuscd tax crcdits and unused ta\ losses can
be utilized, except in rcspcct ofdeductible temporary difierences associated with investments
in controlled entities, associates and intcrests in -ioint ventures. dot-erred tax asscts ato
recognized only b the extcnt that it is probablc that thc tenlporary difttrences rvill revcrse in
the lbresecablc f'uture and taxablc profit sill bc availablc against rvhich thc temporary
difflrcnces can be utilizcd.

'l'hc carrfing anroLrnt ol'dct'crred ta\ assets is revicrved at each rcpofiing date and reduced to
thc e\tcnt that it is no longer probable that sulllcient ta.ra[rlc protit s'ill be availablc to allorv
all or part o1'thc det'errcd tax asset to bc utilizcd. Unrccognizcd dclcrrcd tax asscts arc re-
asscsscd at each rcl;orting date and arc rccognizcd to thc extcllt that it has bcconrc probable
that lirtLrre taxablc protits rvill allorv thc def'errcd tax asset to be rccovcrcd.

I)ct'crrcd tax asscts and liabllities arc measurcd at thc tox ratcs that arc expectcd to apply in
thc ycar rvhcn thc assct is rcalized or thc liabilit.v is scttlcd, based on taN rates (and tax larvs)
that have been enactcd or sLrbstantivclY ctractod at the reporting datc.

I.l
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EIIU C N]'Y MICITOFINANCE CORI'OITATION

rlllual orts :ln(l Fina ncia I Statcmcnts
r thc cnded .lunc J0 2020

Ttl E FINr\NC tz\L STATBNIEN'IS (Continuctl)

lvIAltY OF SIGNIFICT\N'I ACCOUNTING POLICIES (Continued)

xntion (Continucd)

tl tu.t (Conlinued)

eferred tax rclating to items recognized outside surplus or deficit is recognized outside

rplus or deficit. Delerred tax iterns are recognized in correlation to the underlying

nsaction in net assets. Delerred tax assets and delerred tax liabilities are olRet if a legally

ntbrceable right exists to set olf current tax assets against currcnt income tax liabilities and

e dcf'crred taxcs rclatc to thc sarnc taxable cntity and thc samc taxation authority.

h l ntl cash cquivalents

ash and cash equivalents comprise cash on hand and cash at bank, short{erm deposits on

ll and highly liquid investmcnts with an original maturity of three months or less, rvhich are

ily convcrtible to knorvn anrounts of cash and are subjcct to insigniticant risk of changes

n value. lJank account barlattces irrclude alnounts hcld at the Central Bank of Kenya and at

arious Commercial Banks at the end of the reporting period. For the purposes of these

rnanc ial stateurents, cash and cash equivalents also incltrde short term cash imprests and

dvances to authorised public officers and/or institutions rvhich rvere not surrendered or

counted for at the end of the financial year

rro\vr ngs

Intelest bcaring loans and overdrafts arc initially recorded at fair value being received, net of
issue costs associated rvith the borrolving. Subsequently, these are measured at amortised cost

using thc eff'ective interest rate nrcthod. Arnortised cost is oalculated by taking into account

any issue cost and any discount or prerniurn on settletnent. Finance charges, inclrrding

prerniunrs payable oI settlcmcnt or redcntption are accottnted for on accrual basis and are

udd.d to thc carryirrg artrourrt of thc instrurncnt to tlrc extent lhat they are not settled in the

period in rvhich they arise. [,oan intercst accruing dr,rring the construction o[ a project is

capitalised as part of the cost ofthe project.

rldc nntl oth er pavirbles

0

] Tradc arrd other payables are non-intercst bearing and are carried at autortised cost, rvhich is

rncasurcd at the lair value of corrtractual value of the consideration to be paid in ftrture in

respect ol goods and serviccs supplied. rvhether billcd to thc cntity or not, lcss any payments

made to the suppliers.
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COUNTY (;OVtrRNIVIENI' OF MBRU
ivl E,ltU CO UNTY Nl ICROFINANC li CO Ill'Oltr\TI ON

r\n rr u:r I Ileports.rnd Finlnci:rl Sttt0mcnts
For thc vcar entlcd.lune 30 ,2{t20
NOTES TO TUE FINANCIAL STATEMTINTS (Continuetl)

-l SUt\{ivlr\RY OI.'SIGNIFICANT ACCOUNTING POLICIES (Continuecl)

r) Retireme nt bcncfit obligation.r

The entity' opcratcs a defined contributiorr scherrre fbr all lull-tinre eurployees frorn July l,
2018. "l'he schenrc is adrninistered by CPF Pension Scrvices and is f'unded by contributions
tionr both the company and its employecs. 'l'he company also contributes to the statutory
National Social Security Fund (NSSF).'l'his is a defined contribution scheme registcred under
the National Social Security Act. l'hc cornpany's obligation undcr the schenre is lirrited to
specific contributions lcgislated lronr tinrc k) tinrc and is culrently at Kshs.l5% of-basic
salary per cnrployee per month.

s) Provision for steff leavc pay

Enrployees' cntitlenrents to annual leavc arc rccognised as they accrue at the ernployees. At
provision is nrade lbr the estimatcd Iiability fbr annual lcave at thc rcporting date.

t) Erchange ratc differences

The accounting records are nraintained in thc tirnctional currenc,r- of the primary econornic
cttvirontnent in rvhich thc entity opcratcs, Kenya Shillings. Transtrctions in foreign currencies
dLrring the ycar/pcriod arc translatud into the lunctional currency using thc exchangc rates
prcvailing at thc datcs of the transactions or valuation rvhcre itcnts arc rc-nteasured. Anl,
foreign exchangc gains and losscs rcsulting fiorn thc scttlernent of such transactions and liont
thc translation at ycar-end exchangc rates of monctary assets and liabilities drjnominated in
fbrcign currencies are recognised in profit or loss.

u) lludgct information

'l'he entity's btrdget is prepared on a dit'f'erent basis to the actLral incomc and expenditure
disclosed in the tinancial statenrcnts. The tlnancial statctnents are prepared on accrual basis
using a classification based on the naturc of expenscs in the staternent of financial
perfortnatlce, rvhercas thc budget is prcpared on a cash basis. l'he arTlounts ip the linancial
statenrcnts werc recast tiorn the accrual basis to the cash basis and reclassilied by presentation
to be on the satnc basis as the approvcd budgr't. A conrparison ol budget and actual amounts,
prepared on a conrparable basis to thc approvcd budget. is then prescnted in the statctnent of
cotnparison of budgct and actual anroullts. In addition to the Basis difl'erencc, adjustnrents to
alllounts in the llnancial statenrcnts are also nrade tbr dilt'erenccs in the forntats and
classilication schcrncs adopted tbr thc prcscntation ol' the Ilnancial statements and the
approved budgct.

t6
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NO'I'ES TllFl, FINANCIAL STATI,MENTS (Con tinued)

4SU NL\R)' OF S IflN I FlCI\N'I' r\CC()tlN'I'lNC POLI C I ES (Con tinued)

v) Se ice con cc.ssion a rra ngem en ts

e Entity analyses all aspects ol service concession arrangenrents that it enters into in
termining the appropriate accounting treatrnent and disclosure rcquirsnrents. In particular,
ere a private party contriblltes an asset to the arrangetnent, the Entity rccognizes that asset
en, and only rvhen, it controls or rcgulatcs the services the operator must provide together
th the asset, to whotn it must provide them, and at rvhat price. In the case ofassets other

'rvholc-of-lit'e' assets. it controls, through orvnership, beneficial entitlement or otherlvise
any significant residual interest in the asset at the end of the arrangenrent. Any assets so
ognized are nreasured at their fair value. To the extent that an asset has been recognized,
Entity also recognizes a corresponding liability, adjusted by a cash consideration paid or

eived.

rv) C pl ra tivc ligu rcs

here neccssary conlparative figurcs for the previous financial year have been amended or
nfigurcd to confbrm to the requircd changes in presentation.

x) Su cquent cl'cn ts

re have becn no events subsequcnt to thc financial year end with a significant inlpact on
financial statcments lor the year cnded Junc 30,2020.

C

:'r sl(; I l'l (}\N'l' ,,tjl)(;N,lliNTS :\Nl) S()Ull(llls ()1,' I|STINIA'l'l()N
UN Ii II'I ,,\ I N'I'Y

preparation ol thc Entity's financial staternents in confornrity rvith IFRS requires
enrent to nrake judgments, estimates and assumptions that affcct the reported amounts of
es, expcnses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of

The
rnan
reve
rhc porting period. Horvever, uncertainty about these assutnptiolls and estirnates could result in
outc es that rcquirc a material adjLrstrnent to the carrying anrount of the asset or liability

in futLrrc pcriods.

t7
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5 SIGNIFICT\N], .,I,ID(;ITNIENTS T\ND SOUTICES OF ESI-TMATION UNCERTAINTY

(Continued)

Iistinriltes anrl itssu nt p tio ns

T'hc kcl,assurlptions concerning ths t'uturc and othcr ke1'sourccs ofcstintation uncertaint)'at thc

rcporting date, that have a signilicant risk ol caLrsing a rnaterial adjustntent to the carryilrg

a11ounts of asscts and liabilitics rvithin thc nc-tt llrtattcial ycar, arc dcscribcd belorv. The Ilntity
hassd its irssumptions and estitratcs on paranletcrs available rvhen thc flnancial statements rvere

prepared. I-lorvcvcr. cxisting circLrnrstanccs and assutnptions about f'uttrrc developtnents ntay

changc due to morket changes or circuntstances arising beyond the control of the Entity. Such

chcnges are rctlcctcd in thc assumptiotts rvhcn they occur.

Llseful livcs und resitlu:rl vnlucs

The uset'ul lives and residual values of asscts arc assessed using the following indicators to

infonn potential luture use and value liom disposal:

. 'l'hc condition ofthe asset based on thc asscsslrent ofexperts employed by the Entity
r 'l'he naturc ofthe assct, its susceprihility and adaptability to changcs in technology and

processes

o The nature ofthe processes in rvhich the asset is deployed

o Availability of funding to replace the assets

o Changes in the nrarket in relation to the asset

ut



OUNTT' OVIRNNIENT OF iVIEttU
EIIU C NTY IVIICITOFINANCE CORPORATION

Ilnual Il orts irnd Fina ncia I Statcnrcnts
or thc cnrlerl Junc 30, 2020

OTES 'ttl E FINr\NCIi\L S'LYIEMBNTS

. 
-TIIANS I'IIS FI{O}I OTIIEIT GOVERNMENT ENTITIES

7. OTHE INCONIIi

Thc abovs
EdLrcation

come relates to income from customer lending as lvell as incotne from Twaweza fund and Abogeta
nd.

20 t9-2020 20 lli-20 t9

Kshs I(s hs

Rec rrrerlt grants 80.252,2t2 80,000,000

Tot I 80,252,212 80,000,000

20 r 9-2020 20ltr-2019

Kshs Kshs

9.248.622 4.308. l l0Int, rrest income+
9,248,622 4,308,1t0To lal

201tr-20 t 9?.0 t9-2020

KshsKshs

43.095,65257,965,952SI t'icosts
6,301,2252,772,696D "ectors' ertolutnents

87,I l8221,425cctricity and rvatcr
2,973.2032,576,777L tmmunication services and supplies
6,773,754742,282,I

ffiortation, travelling and subsistence
1.580,3543.865,93 9lvertising. printing. stationery and photoclpy!nL

s29,3285 87.1 50lcl and [-u bricantsF

2.046.5 66 l .5 32.3449nt experlsesR

4,144,836 6.863,820afT trairtins cxpenscsS
l. 192,380127,833pard con t'e rencc artd sentinarsI

3,454,527 2.05t,214t- :spitality supplies and services
I t,840,535 7.8 14.607I surance costs

'792.863t,923,562(
367,200( cnsultancy fees

|,076,197 1,77 t,842elleral su lies and serviceslcc an d(

391.020 r 8,300

431,288749,527I irs and maintenance - Motor Vehicles
3.749,5461.298.228airs and nraintcnance - C)ther assets

487.8681.859,868latin ex nscsther o
98,012,120 tt8.0"16,706ottl

l9

8. ADItI$ilSTrrAl rON COSTS

l

0Daciry Bu ildinq

Ileeal l'ees

Lcpa



COI.INI'Y (;OVI'ITNilIENI' OF MEITU
NIEITU CoTJNTY NIICII()FINANCD CoIIPOITATION

Annual llcports nnd Financirl Stlltenlcnts
For the t'exr cndcd.lune 30, 2020
NOTIiS 'tO 'l'llE FINANCL.\L STATENIENTS (Continued)

9 FINI\NCII INCOME

I(} PIToPEIT'TY, PLANT ANI) EQUIPVIENT

Propcrty. Plarrt iuld equiplncnt includc thc lollorvin g itcnls tltat are lirlly dcpreciated

2019-202{) 20t8-2{)19

Kshs Kshs

Intcrest income on short-tenl bank deposits 3,177,005 3.682.4 t0
'Iotal J,177,005 3,682,1t 0

IVIo to r

veh icles,

inclu rling

nloto r cycles

Fu rn itu re

and li ttings
O Ilicc

cquipnrent Conrputers &
rcla ted

ett u itrnr cn t

'l.otn 
I

COS'lYVr\ l,t]ATI ON

A1 Jul\, l. 20I9 9,I 0-i,ti8 6 5,609,I l9 2,1 0J,lti0 I I ,7 07 ,t20 2tt,526,90-5

Additions(Acquisitions)

Disposa ls

At .Iunc 10,2020 9,t 0-i,886 5,(r09,1 l9 2,I 0{,{80 I I ,7 01 ,t20 2 8,52 6,9 0-i

DIiPllliCL\TION 25Y, 8'v. 33.301

At July, l. 2019 9,001,59-5 l,ltil,l 70 6 t 0,8-56 I {),0I1,9J3 2 I ,010,553

Charge fbr the 1,ear 101.29 r 418,710 r68.i5ti I,692,487 2.4 l I.866

Inrpairnrcnt loss

r\t Ju nc J0,2020 9,1 0-i,lt86 I,1129,900 119,111 11,707 ,420 23,t22,t20

Net book yirluc at Junc

30, 2020 3,779,219 l,J25,266 5,1{)l,,llt5

I

CorllPtrlcIs ilnrj rcliltc(l cqtripntcllt I 1.707.410 1.692.187
M0lor Vehiclcs it)cludin nlotor c clcs 9. 105.886 2.216.472

20.Ii lJ..l06 1,968,959

20

(loJt 0r
v..rlu rrti0n

Nurmirl annuirl
chl



OUNTY
ERU Co

nntlal Il
or the cil
IOTES TC

PRO t

Tot.rl

Office

equipnrcnt

Computers

and rela ted

equipmcnt

Motor

veh icles and

moto r

cycles

]OST

r'ALUATI

oR

)N
24,99J,0912,104,,1ft0 8,489,2289, 105,886 5,29J,499\t July 1,2 )18

3,2 I 8.1 92 3,533.8 l23 15,620,cquisitions){dditions(r

I'rans t'ers

)isposals

28,52 6,9 0-iI t,7 01 ,4205,609,1l9 2,10{,1809, 1 0 -i,8ll6r\t .Iu ne 30 ,20r9

\Yo25% 80hI)DPI{EC:I {.TION

14,,218,4236,116,362912,440 442,4986,727,123At J uly I, i 018

6.792.t303,898.571168.3-i8448.73 02.276.412

loss

Elirninated on d isposal

2 l,010,55310,014,933610,856l,381,1709,00J,59-iAt .lune Jl 20 l9

7,516,352| ,692,487I,{93,62{,t,227,949102,29 I

Net book

.Iune 30,2

'al

0l 9

uc at

Thcre rvas

OVEII,NNII',NT OF MEITU
NTY NIICIIOFINT\NCE COITPOIIATION

o rts an(l Financinl Stfltcmcnts
ended June 30
'ttl B FINANCIAL STATEMENTS (Continucd)

RTY, PLANT AND EQUIPMENT (Continucd)

o Property, plant or equipment lhat were fully depreciated

2t

2 020

Furniture

antl

fittings

I

33.3%

lCharge forlhe year

llnr pairrnenf



COUN'I'Y (;OV[,RNNIENT OF MERU
NI IITtI COUNTY NI TCIIOFINANCE COITPOITA'I'ION

AnllIal ltcports antl l'inancial Stntcmcnts
I,irr thc year cnrled .lune J0 ,2020

NOTES T() THE FINANCIAL STATEMIINTS (Continuert.y

II INTANGIBLE ASSETS

2r)19-2{)20 20 [J-2019
Kshs Iis lr s

co.s'r'
At July I l-5.991.396 r 5.993.396
Additions

At Junc ll0 t5.993.396 15,993.396

r\NI OIITISATI ON
At Jul I r0.65 1.602 5.325.801
Char c lor the r 5.12-5.801 5,325.801
Dis osa ls

Inr ilirnlcnt loss

At Junc 30 r 5,977.403 10.(,5 I .602

NE't BOOK VALUE
.,\t.ltrnc 30 I5.991 5.34 1.79.1

Thc Corporation contntissioncd an intcgrated sotiwarc systent'l'24 to be used in all departrnents
ofthe Corporation

22

[)isposals



COUNT (;OV[IINMIiN'1' OF MEITU
VTT]TTU C UNl'Y NIICIToI-INA.NCIi COII,PORATION

Annual
Fo r thc

l)orts aIld Fin a n cial Stirtemcnts
r ended June J0 2{120

NOTES TUE FINANCIAL STATEMENTS (Con tin ued)

t2 1' I)E AND O'I'tIEII RECEIVAI}I,BS

13 SII RT TEIIPI I)I]PoSITS

e eflective interest rate on the short term deposits as at June 30, 2020 was 6.45yo (2019:The av
5%).

{ IL\ K AND CASTI BALANCES

the cash at bank rvas heltl at Kenya Cornrnercial Bank. the entity's nrain bankers.

2019-2020 20r8-20t9
Ks hs Kshs

t) sits and IC il rn cn ts 5 5,000,000 70,000,000
o er rece ivables 61.t70.t46 155.672,624
Fi ted deposit interest receivable l 75.000
N trade and other receivables l 16,i45. 146 225,672,624

2019-2020 20 t 8-20 t9
Kshs Kshs

Kt nya Comrncrcial Bank 5,i.000.000 70.000,000
crucd lnterest

55,000,000 70.000,000

2019-2020 20 t tt-20 t9
Kshs Kshs

Ca h at bank t8.722,2t2 27,038,I45
Sh rt ternl dcposits 5 5.000.000 70.000.000

7 3.7 22.212
III

he bLrlk o

I

I

I

9 7.03 8.l,l s



COUN'TY GOVEI(NMEN'I' oF ME,TTU

VIE,ITU COUN-tY NI I CITOFINANCE COIIPOIIA'TION

,\nnull llcports an(l Fintncial Statcmcnts
l'or the t-car cn(lcd June .30,2020

NOTES'l'O l'H l,l FINANCIAL STATI'I,NIENI'S (continuctl)

l{.1 Ilr\NK.\ND C/\Stl I}ALANCES (Continued)

l'hc nrake - up of bank balances and short terrll deposits is as lollolvs:

Dctailctl anal.ysis of the cash and cash crluivalents

Nanrc of Bank, Account No. &
cu rren cv

2019-2020 20 t8-2019

Kshs Kshs

Kcnya Contntercial
no.l I 80085434

bank. Ac 2. I -55.221

(r.5 70.300

1,973.064

Kenya Courrnercial
no.l I 80085329

bank, Ac t4.806.882

Kenya Cornmercial
no.l I 80084896

bank- Ac 138.399 9,141,643

Kenya Conrtnercial
no. t 168502993

bank, Ac l, I l(r,557

(i ra ud Total LsJLL-212 2t ll,utJd

2019-21)21)

KShs
201lt-2019

Fin u ncial institu ti0 n KShs

a Current itccou n t
I(cn Conrrncrcial battk t8.722.217 27.038. 145

Othcr banks
Sul)- totul 1lJ22J t2

lr On - r:all dc its
hctt Conrnrcrcial bank 50,000.000

( )thcr banl< s

Su l)- tota I 2 0,0 00,0 00 50,000,000

c) Fircd (lcl)osits ccou n t
3 5.000.000 20.000.000Kcn a Conrrcrcial bank

()thcr banks

Sub- totll 35 0t) 0,00t) 20.0{)0.000

(i ra nd total 97-QJ&U5

2-1

llanli Accou n ts

9.85 8,292

27.0J,i-1{i

20.000.000

13.72!3.12



()uN't!' OVI,RNVIENT OF MIIIU
EIIU C NTY NI I CIIOFINANCE COITPOIIATION

nnunl lle rts n(l Fin an cial Statemcnts
or thc e cndcd Jtlne J0 2$20

O'IE,S T 'Itl E FINr\NCI..\L STATEMENTS (Continucd)

It t,l IVr\l]LIi FIIOVI ]'tlE COUNTY GOVIITNNIEN-I

The ve anrounts refer to funds that had not been received by the Corporation as at 3Orh June.

Ptt YNIENT _ R[,NT

LO I)I.] E I.-IIONI C USTO]VIEII,S

2018-2019

I

2019-2020 20 r 8-2019

Kshs Kshs
llirl ,hce brought forward tt I .243.1 70 90.541,170
z\ llt cation for the financial year 80.252.212 r 3 5.700,000
Lcs : Receipts to during the year ( 100.i25,236) ( 145,000.000)

l'oti I dus lionr count)'Treasury 6 I .170.146 8124.1.t-70

2019-2020 20 t 8-2019

Kshs Kshs
Ila a rce broLrght lorlvard 264.000 264,000
Cu rr :nt chargc tbr thc y'car t,782,s66 1,s32,344
[,ess I)a1'ments during the 1'car (2.046.5 66) ( r ,532.344)

Uala tce carried dou'n 2 6.1.00t)

2019-2020 2018-20 t 9

Ks hs Kshs
Ilalar cc broLrslrt l'o rrva rd 74.429,454 3 8,8 10,73 8

Loan Fdvances to customers I 12.30i,244 69,071,380
Loan lnterest charge 8,7 48,622 4.308, I l0
Loan tepaymcnts (67.909.887) (37,760.774)
IInla rcc cirrricd tlorvn 127.571 .433 7 {.{ 2 9.{ 5{

20 | 9-2020

I(shs Kshs
llala n ce brought tbnvard 155.303.584 99.603.584
Clontr ibLrtion fbr the ycar 5 5,700,000

[]alan :e carricrl down 155.30J.5S.1 b.s.l03s8_{

25

I

CAPITAL CONTRI BI.ITI()N

'lI

I



t]OUNl'\' GOVI,IINMT],N'I oI.' M IiRI.I
ill E lrU COUNTY NlICIIOFINANCE COIiPORi\'I'lON

r\nnual Ilcports antl [inancial Statcmcnts
!'or thc )c{r endcd .Iune 30, 2020

I9 ITI'I'AINEDEARNINGS
'l he rerained earnings reprcsent anrounts available fbr distribution to the shareholders. Undistributed

retained earnings are urilised to flnance the business activities.

20t9-2020 2l)18-2019

I(shs Ksh.s

[]alancc brought lbrrvard 71.0i:].8{ri 8i.208.000
SLrrplus/(Dctic it) lbr thc ycar (li.07r.947) (r2.r74.ll7)

[]alancc corliccl dori n ,s-7Jlril-9.1(r 7l .013,{8f,

20 1'll.\Dl'l ANI) ()'l'III'llt PAYr\lll,li's

20t8-20t9
Kshs Ksh-s

54.178.456Ilclirndablc nrcnrbcr savirtgs* + 39.t80. t55

Accrucd cxpcnscs I 15.293 I 15.293

s1J9,lJl9 l-9J,9iJ48

2019-2020

a+Mcru countl'nricrotlnancc corporation operatcs undcr a groLrp lcnding Inodcl rvhich reqtrircs

nrcnrbcrs in a group to savc a substantial aruount of morrc;' that acts as cash collateral lbr loans. The

savings nrobilized are rcfundable to thc eliiting nrcrnbcrs on rcqucst and on condition that the group has

no outstanding loans rvith Meru County Microtlnance Corporation.

2l lrr,rrilrElrr,tN'l' Bl.lNI,]t-n' OBt.r(;A1'lOrS

1'he entity (rpcratcs a dctlncd contribLrtion schcnlc with CI'l; Financial Services fbr all fLrll+inrc
enrployeesliomScptenrberl,20l6.'fhcCorporationcontributcsl5%ofthcbasicsalarl'ofan
enrployee to thc Pcnsion Schenrc. 'lhc company also contributcs to thc statutory National
Social Security. FLrnd (NSSF). This is a dcflncd contribution schemc rcgistcred undcr thc

National Social Sccuritl'Act. Thc conrpan),'s obligation trnclcr thc schcnre is lirnited to s1:ccilic

contritrutions lcgislatcd fionr tirnc to timc and is currcntly at Kshs.200 per entployee per ntotrth.

16



0UNTY
IIRU C

NU I R
or the

20t9-2020 2017-2018

Ks h.s Ksh.s

Bala tce at beginning of the year
Add ional rovision at end of l' 5 i 9,960 262,000
Leal aid out or utilised durin the (539,960) (262,000)

Bala tge at end of the year

OTI]S T

3 REI.

PR

(a) c

Pro v is

end o

ii i)

i)

ii)

OVEITN]VIENT OF NIERU
NTY NIICIIOFINANCE COIIPOIIAI'ION

ort.\ and lrinancial Statcmctrts
cntlctl .Iune 30 2t)20

TH E FINANCIAL STATEMENTS (Continue<t)

ISION FOR LEr\VE Pr\Y

n tbr annual Icave pay is based on services rendered by f'ull-time employees up to thc
c year.

EI) PAITTY DISCLOSUITES

nty Covcrn ment of Mcru

CoLrnty Governmerrt of Meru is the principal shareholder of the Corporation, holding 100%
rc Corporation's equity interest

relatcd parties include:

'fhe Parent Departments olTrade and Finance in the County Covernment;
Key nranagement;
Board of d irectors;

rc were no transact ions rvithin the relatcd parties during the tinancial year.

2't

2

I



COT]N'tY GOVEIINMENT OF' IVItrRU
ivl Ellu COUN'IY i\tICROFINANCE CORPORAI'ION

r\n nual llc;rorts ancl Firrltrciirl Strrtcrrrcn ts

For thc year cndetl .Iunc J0, 2020

N OT IiS'tO T tl Ii FINi\N C lA L ST.'\TIIM EN'IS (Con ti n u e(l)

2.1 FIN.\NCL\ L lrlSK lllANAG EllliNT

'l'hc Corporation's activities e.\pose it to a variety of financial risks including credit and

liqLridity risks. The Corporation's overall risk managetnent Progralnme locuses on

unplcdictability of changcs in the business cnvirolllncnt and seeks to minimise the potential

adverse et'f'ect of such risks on its perlbrtttance by sctting acceptable lcvcls of risk. Thc

Corporation does not hcdgc anl risks and has in place policies to ensule tllat credit is only

extended to custonters lvith an establishcd credit history.

'lhc Corporations's financial risk nranagenrcnt ob.icctivcs and policics are detailcd belorv:

(i) Credit risk

'l'hc Corpt.rratiorr has exPosurc to credit risk. rvhich is thc risk that a custonrer rvill be

unable to pay anrounts in tirll rvhcn duc. Credit risk arises liont cash and cash

cquivalcnts. and dcposits rvith lranks. as rr'cll as tradc and othcr receivablcs and

avai lablc-lor-sale tinancial invcstlrlents.

Managcntetrt asscsses thc credit qLrality of carch custonrer, taking into accottnt their

financial position, past cxpericnce and Other l'actors. Individual risk lilnits are set based

on intcrnal or e\terrral assessnlcnt in accordance rvith limits sct by the dircctors. The

antounts presented in thc statemcnt ol- Ilnancial position arc net of allolvances for

doubttul receivablcs. estirlatcd by thc colrlpany's nlanagen)ent bascd on prior

expcricnce and thcir asscssntcnt of thc currellt ecollonlic ellvironment'

The carr,u-ing antount of tlt)ancial asscts rccordcd in thc tlnancial statemL-nts reprcsenting

the cntity's nrasiluunr cxposurc to credit risk without taking account of thc valuc olany
collateral obtained is nradc up as tbllorvs:



Ot]NTY
LRt; C:o

nnulrl [l
r thc cil

At l0 June 202 0

t r:

ivablcs tiom exchangc
ctior)s t27.571 .433 127.57 t .41--i

I] rr I 8.722.2 l2
Trtl rl

k balanccs

I {6,29J,6{5 I {6,293,6t-i
Ar. 0,luuc 2 019
lli:c
tran

ivablcs fronr exchange

Ections 71.429.454 71.429.454
[] an balanccs 27.0i8. 145 2 7.03 8. 145
'I'o t: I 0l,{67,599 101.467,599

E.S TO

F I N,\N

'l'hc tir

llnrnc ia

s ign ilic

Lllt inra
rr hrt

requi
t'rr

Thc
para

i) Liqu

an lout'l
u ith in

lhe
tradi
unc0

cons
I

thc' ('

OVERn"NIENT O!.VIEIIU
NT'\' NI ICII0TINANCI.I CoITP()IIAI'ION

rt.s anrl !-in:r n cial Stttcrrrcnts
enrled .lune 30 2020
ll ll F I Nr\NCI i\L S1'.\Tf:Ivl ENTS (Conti n ue(l)

l.\1, Itt.SK illr\Ni\(i E iVl Ii N-I (Con tin u ed)

stonlcrs undcr thc lirlly pcrtirrrning catcgory a[c paying their dcbts as they colltitrue
'Ihc credit risk associrtcd rvith these receivables is nrinirnal and thc allorvancc fbr

ctiblc anlounts that the cornpan)' hi$ rccogniscd in thc financial statements is

r0d adequatc to cover any potcntially irrecoverable anroulrts.

rd of dircckrrs sets the conrpany's credit policics and ob.jectives and lavs dorvn
crs rvithin rvhich thc various aspccts olcredit risk nlanagcntcnt arc operated.

tl risk nra n ngcnrcn t

rcsponsibilitl' tirr Iitluidity risk tnanagetnerlt rests with thc Corporation's directors.
c built an appropriatc liquidity risk nranilgcrncnt tianrervork lor thc managemcnt of

ration's short. nlcdiunr and long-tenn tiurding and Iiquidity management
ents. 'l'he Corporation nranagcs liquidity risk through continuous monitoring of
and actual cash flows.

bclorv rcprcscrrts cash llorvs payablc by thc conrpany urtdcr non-dcrivativc
iabilities b;' their rcnraining contractual tnaturitics at the repofting date. Thc
iscloscd in thc tahlc arc tllc contractual undiscountcd cash Uorvs. I alanccs duc
nronths cqual thcir carr;'ing lralanccs. as thc in]pact ol' discounting is not

)9

N

2l

(i) Crflit risk (Continuerl)

('

'tlst {1u..
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COI.]N'I'\' (;OVEIIN II.)NT ()IT NIIiIIU
NII.]IT[I C0TINT\' ]\II(]II0F'IN.A.NCE CoIII'oR.\'I'IoN

/\nntl1rl llcports rn(l I'intnci{l Strt0mcnts
Fur the year cntlctl .lunc J0,2020
NOl'lls'fO TflE l'INANCL\L STi\'l'llNIIiN-I'S (Oontinued)

2l FlNr\NClr\L lllSK lf l r\Nz\(l IiNI UN'l' (Con tin u e(l)

(ii) Liq uitlitl'' risk nraragenren t (Continuctl)

( iii) Nlarket risli

'l hc board has put in place an inlcrnul atrdit lirrrction to assist it irt assessittg thc lisk faced by

thc sntit) on an ongoinr basis. cvalrrate anr.l test the dcsign and cllcctivcncss olits inturnal
accounting and operational controls.

N{arket risk is thc risk arising tionl chrngcs in nrtrket priccs. such as intcrcst rate. ellllity
priccs and tlrre'ign cschlnge ra(ss \\hich t\ill ll'cct thc entit)''s incotttc or thc valuc of its
holding ol' llnancial instrurncnt.s. 'l hc oblcctivc ol'nrarket risk ruanitgcurertt is to rnanage and

contrrrl nrcrkct. risk exposurcs rvithirr acccplatrlc pcrametcrs. rvhilc optimising thc rcturn.
Ovcmll rcsponsibility' Iirr nranaging nrarkct risk rests rvith thc Autlit and ILisk Managcnlerlt
Conrnr ittcc.

'l hc ('orporation's Irinuncc [)cpurtnrcr)t is rcsl.ronsible ti)r the dcvclopntent ot'dctailcd risli
nlanascnlcnt policics (sLrbicct to rcvictr itnrl upproval bl ALrtlit and Ilisk Managcrllcnl
(iornnrittcc) anrl filr thc da1'to daf inrplcntcntation ofthosc polieics.

'fhcrc hls bccn no changc to thc entit\"s c\p()su[c to markct risks 0r tltc ntanncr in rvhiclt it
nranilges and nreasurcs thc risk.

,\t 30.lunc 2{)20

.il.l9-.j.7.19 51.493.7.19

'fradc prr ablcs

-5J,.t91,7195{.{9.1,7 J 9'l o taI

.-\t 30.Iunr 2019
-19.+95..1-+8 ,r9..l9i..lltiI radc pa) ll)lcs

J 9.J 9.s,{ 18 39,,1f-i,{I8-Iotll

l()



OTINTY OVEITNMENT OF MEIILI
I.]IILI C() N1'\' MICIIOFINT\NCE COITPOTIA'TION

nnual Rc rts anrl Fina ncial Stttomcnts
r thc ca ndcd .Iune 30 2020
-tEs T0 E FINANCIAL STATEMUNTS (Con tinued)

t- lr\L lllSK MANAGEMENT (Con tinued)

(iii) rkot risk (Con tin ucd)

tll In teres t rate ri.sk

nterest rate risk is the risk that thc entity's financial condition rnay be adversely
flccted as a result ofchanges in intercst rate levels. The contpany's interest rate risk
rises fronr bank deposits. This exposes the company to cash florv interest rate risk. The
terest rate risk esposure arises nrainly lrom intercst rate movemcnts on the company'sn

posrts.

nsiti|ily Inal)'sis

3t

I

2t

llantrgt,nant of i tarcsl ralc risk

fg,nonag" the interest rate risk, managcrnent has endeavoured to bank with institutions
tfiat offer l'avourable interest ratcs.

'Ilte entity analyses its interest rate exposure on a dynamic basis by conducting a

slnsitivity analysis. This involves deterrnining the irnpact on profit or loss ofdefined
r{e shitis. The sensitivity analysis for interest rate risk assumes that all other variables,
irl particular foreign exchange rates, remain constant. The analysis has been perforrned
od the same basis as the prior year.

I
tJfing the end of the year figures, the sensitivity analysis indicates the impact on the
st{tcment of comprehensive income if crrrent floating interest rates increase/decrease

bylonc percentage point as a decrease/increase o I KShs.30,020(2019: KShs 36,824). A
rat$ incrcasc/dccrease of 5o% rvoulcl result in a dccrease/increase in profit before tax of
K{hs.l 50. 100(201 9 - KShs I 84.12 I ).

l.ll

I I



COUN'I'Y (;oVIIINVIENT OF MEIIU
I}IERU C()UNTY NIICIIOFINANCE CoRP0ITAI'ION

Annuxl Ilcports :rnd Finlnci..tl St:rt0mcnts
For thc vcar cutlcrl June f,(), 2020
NOTES TO TtlE FINANCIAL STATEVIEN'I.S (Continucd)

2l FIN'\NCIr\L RISK IVIANAG[,lvIENT (Continued)

Fair vrlue of finuncial nssets and liabilitics

tr) [;inotcial in.ttru enls nrcusured ul.fair value

l)ctcrnrination of lhir valLre and t'air values hierarchy

It'RS 7 specities a hicrarchy of valuation techniqucs based on rvhether the inputs to those

valuation tcchniques are obscrvablc or unobservable. Obscrvable inputs retlect rnarkct data

obtained liorn independcl)t sourcesl unobscrvabtc inputs rcflect the zr,rit),'.t ntarket
assurnptions. These trvo typcs ol inputs have crcatcd the follorving f'air value hierarchy:

. Level I - QLroted prices (unadjLrsted) in active markets fbr identical assets or liabilities.
This lcvel includes listed cquity securities and debt instruments on exchanges.

. Lcvel 2 - lnputs other than quoted prices included rvithin Levcl I that are observable
tbr the asset or liability'. either directll'(that is. as prices) or indircctly (that is, derived
f'rom prices).

o [-evcl 3 - inputs for the assct or liability that arc not based on obscrvable market data
(unobservablc inputs). 1'his lcvel inclLrdes equity invcstnrcnts and debt instruments
sith signilicant unobscrvablc conlponcnts. 'l'his hierarchy requires the use ol
observable market data u'hen avrilable. 1'he e tit)'considers relevant and observable
market prices in its valuations r"hcrc possible.

i2



OTINTY
Etrlr c()
rrl u:l l l(c
r the

Nor . fi na n cial .,\ssets

['rrl1 jrl). plant ancl ccllripnrcnt -5. 10"1.186 ,i.l0.l.4tt6

5.10,t.486 5. I04.486
I

.\t lr ,Iune 20l9

Non- li n a ncizrl Assets
l'roll( rty. plant and equ ipnrent 7.516.3521 7.6 t ,s.352

7.5 16.3 7.6 t 5.352
I

['air vrt

l hclc

Its 1'o

FINr\

[)isc l, r

nradc

2

V[,ITNN,IIiNT OF NTERU
N'T}' N{ICII()FINANCI' CORPORA'TI ON

rts nnrl liinir n cia I Strtentcn ts

ndetl Junc 30 20zo
tlE l'1N.,\NCL\L S1'ATEMENTS (Con tinuerl)

L\1, ITISK NIANAG[,MEN-l- (Con tin ued)

c oI tjnancial irs.sct.s and liahilitics (Continucd)

ttc'iul in.ytrunrct .,t nau.suracl ut.foir vtltrc (C'ontintdl

crc no transf'crs bctrvccn levcls l. 2 atrd 3 during thc 1'car.

I inslrunenl.r nol ntt,rt.surccl ot -fhir wiut,

rcs ol thir valucs ol flnancial instrurncnts llot ntcasurcd at filir valuc havc not becn
usc the carr)'ing amounts arc a reasonable approxilnation of their fair valucs.

I
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COUNl'Y (;OVEIINJVIEN'I' 0Ii &IIiITU
NIEIIU CO UN'TY IVTICIIO FINAN CE C OITPOITATION

Annurl Iloports 0nd Financi[l Strtcmcnts
For thc vcirr cndcd Junc 30, 2020

t
..

NOTtIS TO'tt I Ii F lNr\NC I.\ L STr\TtrNI EN'[S (Con ti n ucd)

2l t-lNi\N(llr\1, ltlSK NI.\NAGEtllE,NT (Continued)

iY) Capitrl Ilisk Managcmcn t

1'hc objcctivc olthe entity's capital risk lncnagenletlt is to sattguard the Board's ability to
coutirrue as a going cclnccln.'l'hc cntit) capital structllre colnprises olthc tbllorving tirnds:

25

26

27

28

CONTINGENT LIABILITIES

'fhcrc rverc no contingent liabilities as at the end ofthe flnancial period.(2019 - Nil).

INCOPORATION

The entity is incorporated in Kenya and is donriciled in Kenya.

E,VENTS AFTEII THE REPORTING PERIOI)

l'herc l'cre no nratcl ial adjusting arrd non- acliusting cvcnts aficr thc reporting period'

CURRENCY

Thc tinancial statcrncnts are presented in Kenya Shillings (Kshs).

7l .033.88357.96 1.916Rctainctl carninqs
155.303.i84155,30i.584Capital rcscrvc

22(t,3J'7,16721J,265,520-l'otirl funds

'l'otal borrowirlgs
73.722.2t2 97.03 8, I 45Lcss: cash and bank balances

1i9,543.308 129.299.322
Net dcbt/(exccss cash and cash

cq uivalents)

jl

2 0 19-t02 il
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VT],IINMTINT OF MEI(TI
MICROFINANCE COItPORAI'ION

rts:rnd Finirncial S ta tenren ts

ded .Iune 30 2020

PITOGRESS ON FOLLO}V I.JP OF f\UI)ITOII ITE,CONIIVIENDATION

auditor reconrmendation lvill bc updated once the Corporation receives the
the oflice olthe Auditor General rvhich has not bcen received yet.
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I

COIIN'IY GOYIII,Ni\II|NT OI.' NII'IIU
NI Ii llLJ ClOtlrr-'l'\' Nt I C ItO FINANCE COIt I'OItAl'ION

Annull lloports 1ln(l l-in$ncitl Stlltcmcnts
For thc 1"car cndcd .lunc 30,2020
i\PI'llNl)lX I l : PRO.I EC'I'S INlPLE,Nl liN'l'l'll) llY'l'l lE IiN'l'l'l'Y

Projccts

['ro-jects inrplcrncnted b]' thc Statc Corporation/ SA(iA lrurrdcd by devclopnrcnt Par tners

Meru Clount)' M icrofinancc Corporation is onll'nrandatcd to undcrtake otfering crcdit and financial
litcracy to rcsidcnts ol Meru County and beyond. l'hc,v do not undcrtake any otlrer project.

No l'rLriccts r.rntlcrtakcrt

3(,



I

r C NTY G IINMENT OI'MEIIU
U COU Y M ICITOF'INANCE COITPOITATION

and Fina ncia I Stn tcnr cn ts

cd.Iunc 30, 2020
INTIR.ENTITY TRANSFERS

Thc a have becn comntunicated to and reconciled with the parent Ministry

r\tt ual Rcpo
l'o hc cx r
AP

F inanc
Meru lltilnc0 Corporation

Sign

I-lead of Accounting Unit
Meru County

S ign

II,NDIX II

iVIcru Cou n ty Microfinancc CorporationENTITY I NIE:
B rca k don n oITr:rnsfers fronr Countv Government of Meru

l
Dircct Payr ncnts

atc the FYdi
lvhich the anrounts

relatcAnrount (KShs)
i Bank Statcnrent Date

20r8/20r928,973.024I t7n2t20t9
20t9/202029,37 6,t06t6lt0/2019
2019/2020I 07/0412020
20t9t2020

4. 100.000

27.876,t0603/06/2020

100,325,216Total
Totrl 100,325,236
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