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I. KEY ENTIW INFORMATION AND MANAGEMENT

(a) Background information

The National Environment Trust Fund (NETFUND) was established by the Environmental
Management and Coordination Act (EMCA) 1999, Section 24 "to facilitate research intended to
further the requirements of environmental management; capacity building; environmental awards;
environmental publications; scholarships; and grants". A subsequent amendment to EMCA section
in June 2015 enabled the organisation to become a State Corporation.

(b) Principal Actavities

The Fund's principal activity is to mobilize funds from any legitimate source that will facilitate
research intended to further the requirements of environmental management, capacity building,
environmental awards, environ mental publications, schola rshi ps and gra nts

(c) Key Management

The entity's day-to-day management is under the following key organs:

- Board ofTrustees;

- Chief Executive Officer; and

- Management Team

(d) Fiduciary Management

The key management personnel who held office during the financial year ended 30th June 2019 and

who had direct fiduciary responsibility were:

No Designation Name

1. Ag. CEO Samson Toniok

2 Director, Strategy and Planning Dr. George Mwaniki

3. Projects Manager Andrew Machora

4. Research Manager Michael Okok
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II. MANAGEMENT TEAM

(e) Entity Headquarters

P.O. Box L9324-0O202

National Water Plaza, First Floor,

Dunga Road, lndustrial Area

Nairobi, KENYA

(fl Entity Contacts

P.O. Box 19324-00200

Telephone: +254 020-2369563

E-mail: info@netfund.go.ke

Website: www.netfu nd.so. ke

Name Responsibility

1. Samson Toniok Ag. Chief Executive Officer

2. Dr. George Mwaniki Director Strategy and Planning

3. Caroline Kinyulusi Senior Communications Manager

4. Andrew Machora Programmes Manager

5. MichaelOkok Research Manager

5. Chrispine Omondi Project Manager

7. Evans Kiprotich Finance Manager

8. Joshua Anampiu Programmes Manager

9. Maryanne Thande Marketing Manager

10. Announciater Mouti Human Resource Manager

11. Evelyne Nthini Procurement Manager

12. Sweeny Ogeto Resource Mobilisation Manager

13. Beatrice Wamuyu lnternalAuditor
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(g) Entity Bankers

Kenya Commercial Bank Limited,

Upper Hill Branch

P.O. Box 69695-00400

City Square 00200

Nairobi, Kenya

(h) tndependent Auditors

Auditor General

Kenya National Audit Office

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya

(il Principal Legal Adviser

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 4OIL2

City Square 00200

Nairobi, Kenya
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III. THE BOARD OF TRUSTEES

Board of Trustee Profile

Hon. Moses Akaranga EGH-

Board Chalrman

Hon. Rev. Akaranga was born on 18th October 1953. He has

a wealth of experience in public administration having

worked in the public sector for more than twenty years.

During his tenure as the Minister of State for Public Service

in the Office of the President, he was awarded the most
prestigious public service recognition; the- United
Nations Public Service Award. Additionally, he is recognized

for his role in initiating Performance Contracting in the
Public Service, introducing the Rapid Results lnitiative
program, and overseeing the salary review and increment

of pension to all retired civil servants.

A renowned politician, Hon. Rev. Akaranga was the first
Governor of Vihiga County. ln 2002, he was elected the
Member of Parliament for Sabatia Constituency. During this
time, he served as a Commissioner with the Parliamentary
Service Commission and was the Chairperson of the
Parliamentary Staff Welfare Com mittee.

Rev. Akaranga, holds a Master's Degree in Business

Administration (MBA) from the United States International

University (USIU) and a Bachelor of Arts in lnternational

Business Administration. He is currently pursuing his

Doctoral studies in Strategic Planning.

He believes in accountability, respect for all, and integrity.

IV
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Ms. Judy Chebet Ngeny-

Member-NETFUND Board of
Trustees

Ms. Ngeny was born on 12th January, L982. She has

practised law for over thirteen years with expertise in

Commercial Transaction Advisory and Regulatory Advisory

work. Specifically, she has expertise in lntellectual Property

and Technology law, Pharmaceuticals and Agro-chemicals

regulation and Corporate and Commercial law. Ms. Judy

Ngeny is a well-known business savvy lawyer and advisor.

She holds a Master of Laws (LL.M) Degree from the

University of Manchester, UK, and a Bachelor of Laws (LL. B)

degree from the University of Nairobi. She is also a finalist

Certified Public Accountant (CPA) and Company Secretary

(CPS). Judy is also a Public Notary and Commissioner for

Oaths.

She is currently a Partner at Chebet & Munyaka Advocates

LLP and serves as the Chairperson of the Board Finance,

Human Resource and Procurement committee. Judy is also

a member of the Board Governance, risk and compliance

committee.

\ ,/

Hon. Protus Akujah- Member-

NETFUND Board of Trustees

Hon. Akujah was born on the 8th April, 1974. He is a

Programme Management expert with knowledge and

expertise in project design, planning and reporting amassed

in over L5 years of professional experience. Hon. Akujah

holds a Master of Science Degree in Management of
Development - specialization in Rural Development and

Food Security/Livelihoods from Van Hall Larestein

University of applied sciences, part of Wageningen

University and Research in Netherlands. He is a graduate of
Moi University with a Bachelor of Science in Botany and

Zoology. He also holds two Diplomas; Community

Development and integrated relief, and Education

(Agricultural Education and Extension).

Hon. Akuja is the Chairman of the Board Resource

Mobilisation, Programmes and Communications

Committee. He also serves in the Board Audit Committee

V
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Mr. Bernard Wachira Kibanya-

Member-NETFUND Board of
Trustees

Mr. Wachira was born on the 18th December, 1-960. He is a
skilled attorney with over 29 years' experience performing

Civil litigation, Conveyancing, Commercial Law, Family Law,

Corporate Law, Legal and Security Audits, and Personal lnjury
Claims. He is currently a Senior Partner at Amolo and Kibanya

Advocates where he has negotiated hundreds of settlements.
He previously worked with Simiyu Wetangula and Company

Advocates.

Mr. Wachira holds a Bachelor of Laws (LL. B (Hons) from The

University of Nairobi, a Diploma in Law from the Kenya School

of Law (KSL) and is a Certified Public Secretary (CPS) of Kenya.

Mr. Wachira is the Chairman of the Board Governance, risk and

compliance committee.

t
A,
Lt

Mr. Wilberforce
Member-NETFUND

Trustees

Muriungi-
Board of

Mr. Ntwiga was born on the 23'd March, 1986. He is an
Agricultural and Rural Development expert with a specialty in
building and managing agribusiness initiatives. He holds a

Master's Degree in Agriculture and Rural Development from
the Kenya Methodist University (KEMU) and a Bachelor of
Science in Agri-business Management from Egerton
University.

Mr. Ntwiga has over 10 years of progressive professional
experience. He has previously worked at Bayer East Africa,
Technoserve Kenya and Cereal Growers Association as a

Project Field Officer in charge of Grain Value Chains. He served
in the previous NETFUND Board of Trustees (2015-2077) as the
Chairperson of the Finance, Human Resource and
Administration Board Sub-Committee.

Mr. Ntwiga is currently the Chairman of the Audit Board
Committee and serves as a member in the Board Resource
Mobilisation, Progra mmes and Comm u nications Com mittee.

VI



N ATI O N AL ENVI RON M E NT TRUST F U N D
Annuol Reports ond Finonciol Stotements
For the yeor ended tune 30,2079

Ms. Linnet Vitisia

Representative of the Principa!

Secretary-Nationa! Treasury to
the NETFUND Board of Trustees.

Ms. Linnet M. Vitisia was born on the 8th December, 1971. She
holds a Masters of Business Administration Degree and is a

Certified Public Accountant and a Certified lnvestment and
Financial analyst. She has with over 25 years' experience in Public
Service in areas of accounting, budgeting and finance.

Linnet's career began at the Ministry of Foreign Affairs where she
rose up the ranks and served as a Financial Attach6 at the Kenya
Embassies in Belgium and Sweden. ln her current role as an
Assistant Accountant General and the Head of Disbursement
Unit at the Resource Mobilization Department of the Public Debt
Management Office, National Treasury, she provides advisory
services on Donor Funded Projects on matters of funds flow
mechanism, disbursements and facilitates movement of funds
under the Revenue and AIA mode of disbursements.

Board Representative from the National Treasurv

1. Dr. Pacifica Ogola- Representative of the PS Ministry of Environment and Forestry to the

NETFUND Board of Trustees.

vil
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IV. SENIORMANAGEMENTTEAM

Samson Toniok - Ag. Chief Executive Officer

Samson Lekokoo Toniok, has a Master's of Science

Degree in Finance and a Bcom (Second Class

Honours). He is a CPA (K), ISA and is the Acting Chief

Executive Officer. Samson has served as the

Finance Director for NETFUND since 2015. He is a

highly accomplished, result driven senior
accounting and financial management executive

with more than 10 years of progressive experience

in finance and accounting within state corporations
and financial institutions. He has expertise in

developing and implementing financial controls,

financial reporting, IFRS, IPSAS, budgeting,

Taxation, Project accounting and financial

management. He possesses solid leadership,

communication and interpersonal skills to establish

rapport with all levels of staff and management.

George Mwaniki- Director Resource Mobilization
and Business Development

Dr. Mwaniki has over L0 years of experience in
environment management specializing in various

areas including air quality, environmental policy,

sustainable development, alternative energy

research among others. He has worked at the
lnstitute of Nuclear Science and Technology,

University of Nairobi as Deputy Researcher. Dr.

Mwaniki holds a Ph.D. in Environmental Engineering

from Washington State University, Master of
Science degree in Environmental Engineering from
University of Montana and a Bachelor of Science

degree from the University of Nairobi.
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V. CHAIRMAN'S STATEMENT

a) Review of the economy

Kenya's economy grew by 6.3 percent in 2018, buoyed by an impressive growth in agriculture,

manufacturing and transport sectors. This was a rebound from the previous year whose growth

had been adversely affected by unfavourable weather patterns and political tensions in the

election year.

The agriculture sector grew by 6.6 percent, the highest in five years, data from the Economic

Survey 20L9 released by Kenya National Bureau of Statistics revealed. Agriculture accounts for

close to a third of Kenya's annual economic output.

Though Kenya has made significant political, structural and economic reforms that have largely

driven sustained economic growth, social development and political gains over the past decade

its key development challenges still include poverty, inequality, climate change and the

vulnerability of the economy to internal and external shocks.

The Country's external debt is also a cause for concern as high repayments deny the National

Treasury cash for other expenditures leading to budget cuts in critical areas.

The Nation is still dependent on Agriculture as the main driver of the Economy. However,

Agriculture is mainly rain fed and climate change disruptions lead to severe shocks in the

Economy.

Growth of the economy is anchored in the "Big4" agenda: delivery of affordable housing, roll-

out of universal health coverage, increase the share of manufacturing in the economy and

improvement in food security.

b) Review ofthe sector & any changes

According to a UNDP report, Kenya is one of the countries in the forefront of building global

consensus around best approaches to promote sustainable blue economy development. The

2030 Agenda for Sustainable Development recognizes blue economy as central in advancing

sustainable development. SDG 14 calls on all stakeholders to "conserve and sustainably use the

oceans, seas and marine resources for sustainable development".

The Governments of Kenya and Canada hosted a High-Level Global Conference on Sustainable

Blue Economy from 26th - 28th November 2018 in Nairobi. The conference recognised the huge

potential of the blue economy to drive sustainable growth. lt was noted that in the European

Union, it generates 566 billion EUR and creates jobs for nearly 3.5 million people. The European

Union proposed a joint venture with the Kenyan Government to help unlock Kenya's Blue

Economy.

Another important environmental meeting that took place in Kenya was the United Nations

Environment Assembly (UNEA 4) in March 2079. The United Nations Environment Assembly is

the world's highest-level decision-making body on the environment. lt addresses the critical

environmental challenges facing the world today. Understanding these challenges and

ix
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preserving and rehabilitating our environment is at the heart of the 2030 Agenda for Sustainable

Development.

NETFUND actively participated in both of these seminal conferences.

The year under review will also be remembered for the devastating cyclone ldai that hit the
Southern Africa killing many citizens of Mozambique and other surrounding nations. The cyclone

affected the rainfall patterns in Kenya leading to erratic rainfall periods which adversely affected
agriculture.

c) Strategy

The management put in place a new strategic plan for 5 years from 2019-2024. The strategic
plan was designed to clearly articulate NETFUND's niche position in the environment sector and

areas of focus for the next 5 years taking into account the emerging issues in the sector. The

strategic plan focuses on 3 key result areas: - Partnerships and resource mobilization;
Environment and Climate Change and Organisational Capacity.

d) CorporateGovernance

Strong Corporate Governance is integral to the Board's long-term success and is essential in

delivering the NETFUND's strategy. The Statement of Corporate Governance, included in this
report, details the measures that the Fund has undertaken to ensure a robust corporate
governance environment. The Fund also takes recognizance of its long term sustainability while

delivering on its mandates as highlighted in the Sustainability Statement.

e) Future outlook FY 2OL9|2O

Policy makers and the community of practice in the environmental sector are faced by

multifaceted challenges that span from climate change, loss of bio-diversity, pollution and

ecosystems degradation among others. These challenges are occurring at a time when the
demand for ecosystems services is on the rise, driven by the ever expanding population and

improved economic wellbeing and associated changes in consumption patterns.

Although these challenges can be viewed as environmental in nature they are driven by other
economic sectors that are part of the human development enterprise. Therefore, it is almost
impossible for environmentalists to solve these challenges in lsolation, and this demands for a

consultative effort from various players that can facilitate a transition from conventional
economic development - where profit is the main consideration in decision making, to an

economic development pathway that puts people and planet at the centre of its agenda. ln many
ways the global community has realized the need for such through the adoption of Sustainable
Development Goals SDGs.

NETFUND's strategic plan for the next five years appreciates these challenges and aims at putting
sustainable development at the core of its initiatives. The strategic plan (2019-2024llaims at
consolidating the gains made in the past and creatively tackling emerging issues.

x
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ln this new strategic plan, NETFUND will continue being a key driver of environmental

sustainability in the country. We recognize the enormous funding gap experienced in the sector

due to GOK budgetary constraints and competing priorities and we hope to address this by

improving our fundraising efforts to finance some of the pressing issues in the sector. We aim to

build synergies with like-minded institutions and also to develop mechanisms to ensure financial

sustainability for the sector.

Our efforts will focus on developing bankable Programme proposals that can attract funding

from the Government of Kenya, development partners and other sector funding mechanisms

through collaboration with relevant sector players. ln addition, we aim to diversity our funding

streams and enhance financial sustainability for the sector in Kenya while building the capacity

of sector implementing agencies to deliver high impact projects. NETFUND has proposed draft

amendments to EMCA to enable the organization access a more diversified range of funding.

Acknowledgement

On behalf of NETFUND Board of Trustees and staff, I express my sincere gratitude to the

Government of Kenya, Ministry of Environment and Forestry, and other stakeholders for their

continued support. This support has gone a long way towards building a solid institution that is

responsive to its mandate and stakeholders' expectations.

I also wish to thank my fellow trustees for dedicating their time and effort to steer the Board.

Their advice and guidance has played a key role in the attainment of the impressive results. Our

management and staff have risen to the challenges with a great deal of resourcefulness,

diligence, resilience and determination. We are proud of theteam and greatly appreciatetheir

ability and commitment towards achieving the Fund's vision, mission and objectives.

I look forward to a promising financial year 2079/20. God Bless you all.

Thank you,

Signed:

Hon.M ranga

Chair Board of Trustees
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VI. REPORT OF THE CH!EF EXECUTIVE OFFICER

I am pleased to present to you the report on the performance of NETFUND for the financial year 2OL8-2OL9.

Focused execution and implementation of our fund raising efforts were the key driving factors in realizing
groMh in amounts of funds raised for environment management. This was done through enhancing
collaboration with sector players and participation in National events pertaining to our core mandate.

Financial Performance

During the year under review Government recurrent grant decreased by 12.64% from Ksh. 129 million to Ksh.

113 million. However, the overall Government grant increased by 27 % from a total figure of Ksh. 129 million to
Ksh. 164 million after receipt of development funds in the year under review. There was a marginal increase in

donor funds inflows of 7.2L% from Kes. 32m to 34m. However, NETFUND intensified efforts towards resource

mobilisation by engaging current development partners and seeking accreditation to a major climate change

fund. The fruits of these efforts will continue to be realised in the coming years.

The total expenses decreased marginally by 5% from 180m to 774m. This was mainly driven by a reduction
project costs from 34m to 12 m which was mainly due to the finalisation of a number of projects in the NETFUND

Green lnnovations Award. A new phase of the programme is due to be launched.

Review of performance

Programme achievements

The NETFUND GIA is the organisation's flagship programme that recognizes and awards environmental heroes

and heroines whilst actively sensitizing the public on the importance of environmental conservation. lt has a

strong business incubation component whose purpose is to nurture innovative initiatives and transform them
into viable green enterprises. The programme is purposed to promote green growth through recognition and

adoption of innovations that reduce the effects of climate change with a particular emphasis of ensuring that
there is an environmentally responsible society embracing best practices for a clean, healthy and productive

environment. Highlighted below are key programme achievements for the period under review: -

xil
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Duringthe FY 2OLBltg the programme has supported micro, small and medium enterprisesto accessfinancial

support as well as other groMh opportunities. Some of the beneficiaries that have been supported include;

1. Magiro MiniHydro Power

Setting up the Power Grid at Magiro Hydro

Magiro Hydro Electricity Limited (MHEL) has developed an

innovative small scale 30 kW hydropower plant in.Mihuti Village,

which is solely composed of locally available standard engines,

recycled bicycle parts and generates electricity from a local

waterfall. Through NETFUND support the project has attracted
private investment to a tune of USDIm and will increase its

capacity from the current 30kW to 800KW that can serve

approximately 20,000 households in Murang'a County.

2. UjuziKilimo

UjuziKilimo is a data driven agronomy services company that uses innovative data acquisition technologies and

comprehensive database to collect and analyse farm data to
help farmers and agriculture players make better decisions and

build targeted services. UjuziKilimo utilizes data science and

machine learning to provide actionable agronomic insights to
farmers; business intelligence & predictive analytics to
Agriculture service providers & businesses through a fully

integrated data platform, powered by millions of data sets.

Through NETFUND support the project has leveraged USD 289k

from the google Africa challenge and Kenya National lnnovation

Agency (KENIA).
Ujuzi Kilimo Soil analytic device

3. Renewable Energy Awards

Building on the first County Renewable Energy workshop of 2O\7, NETFUND together with its partners organized

the Renewable Energy Awards with an aim of recognizing and awarding best practices in renewable energy. The

objective of the renewable energy awards was to recognize counties that have excelled in mainstreaming of
renewable energy in the County lntegrated Development Plans (ClDPs) as well as MSMEs for innovative clean

cooking technologies and journalists that have excelled in renewable energy reporting, respectively.

Some of the key partners included; Council of Governors, African Centre for Technology Studies (ACTS), Catholic

Agency for Overseas Development (CAFOD) Energy Regulatory Commission (ERC), World Wide Fund for Nature-

Kenya (WWF), Clean Cooking Association of Kenya (CCAK), Practical Action, GIZ Endev , Stockholm Environment

lnstitute (SEl), Groots Kenya, Purpose, BIONET among others.

xiii
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A colourful awards gala was conducted to award 3 counties, 3 journalists and 8 MSMEs that had excelled in

renewable energy. There were three categories of awards:

i) Counties with the best renewable energy policies and with the most innovative renewable energy initiatives

ii) Clean cooking awards to MSMEs on innovative clean cooking technologies and fuels

iii) Journalists for creating awareness about renewable energy through print, electronic and social media

xiv
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4. Tree Growing lnitiatives

ln an effort to contribute to the LO%tree cover, NETFUND has developed a tree growing programme

that aims at supporting counties in Nyanza and

Western parts of the countryto increasetheirtree

cover. During the long rains season (March-April)

in 2OL9, the organization undertook tree planting

in Siaya County. The organization partnered with

the county government to distribute and plant

more than 30,000 seedlings in 40 schools in Bondo

Sub-County. A variety of tree seedlings were

planted mainly of the grevillea, eucalyptus, and

pine and cypress tree species.

5. Key Partnerships established

i) NETFUND and the Kenya National lnnovation Agency signed an agreement where NETFUND

was to manage funding to selected

projects as accredited incubator.

NETFUND is currently was thus entrusted

with management of the funding to one

innovator and thereafter six innovators.

ii) NETFUND has partnered with

FINEXPO which is an organization under

the Belgian Ministry of Foreign Trade and

Development, to develop the first
Signing of the MOU with KENIA

containerized hydro power plant in Murang'a County, Kenya to be fully operational by the

end of 2020. The project will maintain financial sustainability through income generated by

electricity sales and will also enhance the technical capability of the NETFUND team.

Performance Contracting

NETFUND has been engaged in performance contracting with the Government of Kenya through the
Ministry of Environment and Forestry to ensure that the organisation remains focused on execution

of mandate, sector performance standards and Vision 2030. The Key Performance lndicators

outlined in the Performance Contract include financial & stewardship, service delivery, operational

i'"*t'
$\

I



NATI ONAL ENV I RON M ENT TRUST F U N D
Annual Reports a nd Fi na nciol Statements
For the year ended lune 30, 2079

and qualitative indicators derived from the Medium Term Expenditure Framework, Vision 2030 and

Sector Performa nce standa rds.

Human Capital

-,--'' NETFUND has continued to
enhance productivity through

offering competitive terms to its
staff members. As an

organisation we believe that
human capital is a key pillar to
the successful execution of the

Board's Strategic Plan. NETFUND

has therefore continued to
develop the human capital

through on the job training,

mentoring and coaching and

creating of an enabling

environment for the staff to fully
develop their talents. Since its

launch in 2004, the Fund has

grown gradually, from 1 (one)

staff member to a current workforce of 32 (thirty-two) members of staff. ln the year under review,

NETFUND developed and submitted HR instruments to State Corporations Advisory Committee

{SCAC) which have been approved and operationalised for better Governance of the HR

complement.

ISO Certification

NETFUND has initiated the process of ISO 9001:2015 - Quality Management System (aUS1

certification. This is aimed at enhancing service delivery and standardising processes. NETFUND

endeavours to maintain and continually improve the effectiveness of its quality management

systems that meet the stakeholders' expectations in accordance with ISO 9001:2015 requirements.

The staff members who have been already trained as ISO champions and auditors will be expected

to spearhead the implementation of the Standards in the organisation

Future Outlook

The environment sector in Kenya remains largely underfunded due to the immense resource
requirements compared to availability. NETFUND intends to play a major role in bridging this
financing gap through resource mobilization. However, in order to be effective in carrying out its

Staff members after a staff meeting

xvt
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mandate of being the principal environmental fund in Kenya, NETFUND recognizes the need for a

review of EMCA section 24 to give the organization more latitude in resource mobilization.

Additionally, a review will refine its mandate more concisely enabling NETFUND to focus on

environmental resou rce fundraising more robustly.

NETFUND has received funding from a development partner to undertake an organization structural

review that will encompass both legal and financing structures of the organization. The results of
the review will inform proposals for review of EMCA 1999 and other operational adjustments to
streamline N ETFUN D's operations.

Meanwhile, NETFUND will be focusing on efforts to fundraise in collaboration with relevant

stakeholders in the environment sector. The organization seeks accreditation from a major climate

fund to enhance its role as a funder in the environment sector. Additionally, the fund implements

various programmes including NETFUND Green lnnovations Award which will identify and support

innovative green enterprises for incubation and acceleration.

The organization will continue to develop a proposal for funding from the GEF 7. The proposal is

titled Ecosystem based monagement of Lake Naivasho. NETFUND has partnered with the WWF and

lmarisha Naivasha for this project.

NETFUND has also partnered with NEMA, ASCENT and the County Government of Makueni to
develop a GCF proposal titled Makueni Climate Resilient project which will be submitted to the GCF

in October this year.

Appreciation

It would not have been possible to succeed in our endeavours in the previous year without the

support from our key stakeholders including the Government of Kenya and especially the National

Treasury and our parent ministry, the Ministry of Environment and Forestry. We appreciate them
for their continued support and insight. I am also grateful to our development partners and to all

other our stakeholders for their unwavering trust, support and partnership.

Above all, I would like to thank the Board of Trustees, management and staff for their dedication,

determination and commitment to NETFUND. I believe that with their continued support and

commitment, we shall propel NETFUND to greater heights of success.

Samson Toniok
Chief Executive Officer
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VII. CORPORATEGOVERNANCESTATEMENT

Establishment and Composition of the Board

The National Environment Trust Fund (NETFUND) was established by the Environmental Management and

Coordination Act (EMCA) 1999, Revised (2015), Section 24"to facilitate research intended to further the
requirements of environmental management; capacity building; environmental awards; environmental
publications; scholarships; and grants".

A Board of Trustees comprising of five professionals (Also includes 2 representatives from the Ministry of
Environment and Forestry and the National Treasury) is in place in accordance to EMCA 1999 (and

subsequent revisions) and the NETFUND Board of Trustees is the highest decision making organ with
fiduciary responsibility for the FUND.

Management and Governance of the Fund

NETFUND is administered by a Board of Trustees (BoT) appointed by the Cabinet Secretary of Environment
and Forestry. The BoT is the main decision-making organ charged with, amongst other things, policy

formulation, provision of advisory services, control of NETFUND funds and assets and undertaking other
activities in line with the mission and vision of NETFUND.

The Role of the Board

As guided by EMCA, the State Corporations Act, Cap 446 and other relevant laws of Kenya, the Board's role
is to provide effective leadership and control, in terms of approving NETFUND's strategy and ensuring best
practice of corporate governance.

The Board retains full and effective control over the Fund by monitoring the implementation of Board plans

and strategies, review of management accounts and major capital expenditure. lt reviews processes for the
identification and management of risks as well as those concerning compliance with key regulatory and

legal areas.

The Board also reviews NETFUND's succession plans for the management team and endorses senior
executive appointments, organisational changes and remuneration matters. lt is concerned with key

elements of the governance processes which sustain the operations of the Fund, performance reporting
processes as well as other disclosure requirements.

The Board meets at least once a quarter. The calendar of meetings is prepared annually in advance and

detailed papers to be discussed are made available to Trustees in good time before the meeting.

BOARD EFFECTIVENESS

The separation of the functions of the Chairperson of the Board of Trustees and Chief Executive Officer
ensures independence of the Board from NETFUND's corporate management. There is a clear definition of
the roles and responsibilities of the two offices.



oNATIONAL ENV I RON ME NT TRUST F U N D

Annual Reports and Financial Statements
For the year ended tune 30, 2079

The Chairperson is a non-executive trustee and is primarily responsible for providing leadership to the Board

while the Chief Executive Officer is responsible for the day-to-day management of the Fund. This achieves

an appropriate balance of power, increased accountability and improved capacity for decision making.

Trustees Remuneration

ln accordance with guidelines provided in the State Corporations Act, the trustees are paid taxable sitting

allowance for every meeting attended, as well as travel and accommodation allowances while on

NETFUND's duty. The Chairman is also paid a monthly honorarium. However, it is important to note that
the immediate former Board of Trustees did not have a substantive chairman.

Statement of Compliance

The Board of Trustees confirms that National Environment Trust Fund has throughout the 2018/2019

financial year complied with all Statutory and Regulatory requirements and that NETFUND has been

managed in accordance with the requisite principles of Corporate Governance.

INTERNAL CONTROL AND RISK MANAGEMENT

lnternal Control

The Trustees are responsible for reviewing the effectiveness of the Fund's system of internal control which

is designed to provide reasonable, but not absolute, assurance regarding the safeguarding of assets against

unauthorized use or disposal and the maintenance of proper accounting records and the reliability of
financial information used within the business or for publication. These controls are designed to manage

rather than eliminate the risk of failure to achieve business objectives due to circumstances which may

reasonably be foreseen and can only provide reasonable and not absolute assurance against material

misstatement or loss.

Standing lnstructions

The Fund has a Code of Ethics and Service Charter that is applicable to all employees. These are among a

number of Standing lnstructions to employees of the fund designed to enhance internal control. The Fund

has also designed additional set of standing instructions to be followed in the management of various

functions in the organization.

Orga nization Structure

A clear organizational structure exists, detailing lines of authority and control responsibilities. The

professionalism and competence of staff is maintained both through rigorous recruitment policies and a

performance appraisal system which establishes targets, reinforces accountability and awareness of
controls, and identifies appropriate training requirements. Training plans are prepared and implemented
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to ensure that staff develop and maintain the required skills to fulfil their responsibilities, and that the Fund

can meet its future management requirements.

Strategic Plan

The business of the fund is determined by the Strategic Plan. The Strategic Plan sets out the objectives of
the fund, and the annual targets to be met to attain those objectives. The Strategic Plan is evaluated

annuallyto assessthe achievementof those objectives. On an annual basis, NETFUND's Board of Trustees

approves the work plan supported by the financial plan for the year. Progress in achieving the set objectives

in the plan is monitored on a quarterly basis.

lnternal Control Framework

The Fund continues to review its internal control framework to ensure it maintains a strong and effective
internal control environment. Business processes and controls are reviewed on an ongoing basis. A risk-

based audit plan, which provides assurance over key business processes and operational and financial risks

facing the Fund, is approved by the Board.

The Board considers significant control matters raised by management and both the internal and external

auditors. Where weaknesses are identified, the Board ensures that management takes appropriate action.

No significant failings or weaknesses were identified during 2OL8l2Ot9

Management Team

The management team headed by the Chief Executive Officer implements the Board decisions and policies

through action plans. The team meets regularly to review these action plans to ensure that the Board's

objectives are achieved effectively and efficiently.

Audit

NETFUND is audited by the Office of the Auditor Genera rre statute

?ol 01 1

Hon. Moses Akara ga

Chair Board of
Date
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VIII. MANAGEMENT DISCUSSION AND ANALYSIS

The Entity's operational performance

NETFUND is established under the provisions on EMCA 1999 Revised 2015 'to facilitate research intended to
further the requirements of environmental managemenU environmental awards; capacity building;

environmental publications; scholarships and grants'.

ln line with its mandate of supporting environmental awards, the NETFUND has developed the Green

lnnovations Award. NETFUND is mandated to identify, recognize and reward innovative projects and ideas that
contribute to improved livelihoods and environmental sustainability in Kenya. NETFUND GIA is an annual

flagship programme of NETFUND that promotes green growth and address the impacts of climate change

through efforts that will contribute to a low carbon and climate resilient development pathway.

During the FY zOLBl1-g the programme has supported 8 micro and medium enterprises to access financial

support as well as other growth opportunities.

Under the research component NETFUND supported research titled: A Systems Approoch to Air Pollution - East

Africa (ASAP-Eost Africa). There were 2 major achievements; Development of a Nairobi City urban profile which

provides an understanding of the factors contributing to air pollution in contexts of rapid urbanization, and its

impact upon the city and a Vulnerability Scoping Study: Air Pollution Exposure in on lnner City Nairobi Primory

School. The study provides an insight vulnerable populations, occupations and locations in Nairobi, exposed to
high levels of both indoor and outdoor air pollutants, and the associated impacts

The organisation has recently finalised review of its five-year strategy in order to respond to the challenges and

opportunities within the sector as well as align its work with national priorities. Some of the key trends within

the sector include; Climate change and green entrepreneurship and innovation. These issues are captured in

national plans such as the National Climate Change Action Plan and Green Economy and lmplementation

Strategy.

Financial Performance

During the year under review Government Grants increased by 72o/o%ofrom Kes. 129 million to Kes 164 million

due to receipt of development funds which NETFUND had not accessed in the previous year. Grants from foreign

Governments and public contributions increased marginally by 7% from Kes.32 million to Kes. 34 million.

NETFUND increased its efforts of resource mobilisation and building partnerships further to enhance its chances

of success in future. The fruits of these efforts will continue to be realised in the coming years.

The total expenses decreased marginally by 5% from 180m to 170m. This was mainly driven by a reduction in
project costs from 34m to 12m which was mainly due to the finalisation of a number of projects in the NETFUND

Green lnnovations Award. A new phase of the programme is due to be launched.
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NETFUND Revenue Trends in Millions (Kes)
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SECTION B

Entity's compliance with statutory requirements

NETFUND being a state agency has a duty to ensure that all the relevant laws and regulations are adhered to
and complied with. ln addition, NETFUND does acknowledge its obligation to have all statutory dues such PAYE,

NHIF, NSSF, withholding tax and industrial training levies processed and remitted before the set timelines.

NETFUND has put in place sufficient controls to ensure full compliance to all laws and regulations. There are no

major non-compliance issues that may expose the fund to potential contingent liabilities except an ongoing

court case where a staff member has sued the organisation for wrongful dismissal. Determination of the matter

is set for December 2OL9.

SECTION C

Key projects and investment decisions the entity is planning/implementing

ln line with its new five-year strategy; the organisation has outlined four major strategic areas to focus on. These

include;

i) Development of strategic relationships with development partners;

ii) Collaboration with Sector Agencies;

iii) Development and review policies and procedures for environmental research;

iv) Facilitate the strengthening of research institutions to carry out environmental research;

v) Enhance dissemination of environmental research findings

vi) Support strengthening of stakeholders' institutional capacity on climate action, ecosystem restoration and

managing environmental pollution.

vii) Support green innovations/enterprises that contribute to climate resilience, ecosystem restoration and reduction

of environmental pollution.:

viii) Enhance processes and systems for improved service delivery.

ix) lmprove human capital development to deliver on the strategy.

To ensure sustainable financing of its programs and projects, the organisation is in the process of acquiring GCF

accreditation. This will enhance NETFUND's capability to handle a variety of financial instruments and earn

income through fees and commission which will enhance sustainability. Concomitantly NEFUND is proposing

amendments to EMCA that grant NETFUND the legal backing to deal in diverse income generating activities and

set up various financing mechanisms including endowment funds and loans.

xxil



NATIONAL ENV I RON ME NT TRUST FU N D
An nu al Reports o n d Fi no nci a I State me nts
For the year ended lune 30, 2079

SECTION D

Major risks facing the entity

The Fund's activities expose it to a variety of strategic, operational and financial risks. The Fund's overall

risk management programme focuses on the proactive identification and management of risks and seeks

to minimise potential adverse effects on the achievement of its strategic objectives.

Strategy risk - This is the risk associated with an entity's inability to formulate and/or execute a successful

strategy.

Programmes at NETFUND are carefully selected and formulated to ensure its mandate is achieved in a

sustainable manner. To achieve this goal, NETFUND has developed and documented the new S-year

strategic plan (2018-2022). The plan is to be operationalised starting this financial year. ln addition, a risk

management and controls framework has been put in place to assist the Board and Management in

understanding business risk issues and key performance indicators affecting the ability of the Fund to
achieve its objectives both in the short and long term.

Operational risk - This is the risk of failure or loss resulting from inadequate or failed processes, people, or

systems. At NETFUND, this risk has been managed through defining and documenting key procedures and

embedding internal controls in all the processes. These internal controls include- though not limited to-
obtaining authorizations for all transactions and ensuring compliance with laws and regulations as well as

agreements with our stakeholders especially the development partners and beneficiaries. Additionally,

NETFUND is implementing the ISO 9001:2015 which will assist in standardising processes in line with

lnternational best practice and mitigating operational risks.

Liquidity risk - This is the risk that an entity will be unable to meet its obligations as they fall due. Prudent

liquidity management includes maintaining sufficient cash balances to cover anticipated expenditures.

NETFUND endeavours to identify anticipated expenditure through a consultative budgeting process and

communicate the same to the parent ministry and donors for approvals and funding.

Credit risk- NETFUND's credit risk is primarily attributable to its liquid funds with financial institutions,
deposits and prepayments made for provision. The credit risk on the liquid funds with financial institutions
is low because the counter parties are banks with high credit-ratings. The deposits and prepayments are

fully performing as FUND continues to enjoy the services secured by these balances. The default rate is low.

Market risk --NETFUND takes on exposure to market risk, which is the risk that changes in market prices,

such as interest rate and foreign exchange rates will affect NETFUND's surplus or the value of its holdings

of financial instruments. The objective of market risk management is to manage and control market risk

exposures within acceptable parameters, while optimizing the return on risk. Monitoring of market risk is

done by management in conjunction with the Board of Trustees.

Market risk exposures are measured by the use of sensitivity analyses. The market risk exposure for the
NETFUND relates primarily to currency risk.
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SECTION E

Material arrears in statutory/financial obligations

NETFUND has no existing Loans at the moment and has been able to settle statutory obligations before the
set deadline. NETFUND however has pending bills in its books that it anticipates to settle within the
operating cyclefinancial year. Strict adherence to the budget and planning ensures that no material

variance is accumulated.

SECTION F

The entity's financia! probity and serious governance issues

There has not been any major financial impropriety reported by the internal audit/Board audit committee,

external auditors, or other oversight bodies. NETFUND has a duly constituted Board of Trustees which came

into office in September 2018. The Board provides oversight on all matters of the organisation.
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iii) Designing, implementing and maintaining internal controls relevant to the preparation and fair

presentation of the financial statements, and ensuring that they are free from material

misstatements, whether due to error or fraud;

iv) Safeguarding the assets of the entity;

v) Selecting and applying appropriate accounting policies; and

vi) Making accounting estimates that are reasonable in the circumstances.

The Trustees accept responsibility for the entity's financial statements, which have been prepared

using appropriate accounting policies supported by reasonable and prudent judgements and

estimates, in conformity with lnternational Public Sector Accounting Standards (IPSAS), and in the

manner required by the PFM Act, 2OL2 and (the State Corporations Act). The Trustees are of the

opinion that the entity's financial statements give a true and fair view of the state of entity's

transactions during the financial year ended June 30, 2079, and of the entity's financial position as

at that date. The Trustees further confirm the completeness of the accounting records maintained

for the entity, which have been relied upon in the preparation of the entity's financial statements as

well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the Trustees to indicate that the entity will not remain a going

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

Approval of the financial statements

The entity's financial statements were approved by the Board on

signed on its behalf by:

Moses Akaranga Samson Toniok

Chief Executive Officer

=o-rvl 
s(g ?rl.\ 2019 and

Q=,

Chair Board of Trustees

0ate........?P.. :.?.1...1P.t :

Evans Kiprotich

Finance Manager

oate....3.9.1.?:.:.+" L D
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IX. REPORT OF THE TRUSTEES

The Board of Trustees submit their report together with the audited financial statements for the
year ended June 30, 2019 which shows the state of the Fund's affairs.

Principal activities

The Fund's principal activity is to mobilize funds from any legitimate source that will facilitate
research intended to further the requirements of environmental management, capacity building,
environmental awa rds, environ mental publications, scholarshi ps and grants

Results

The results of the entity for the year ended June 30, 2019 are set out from page 1

Trustees

The trustees who held office during the year and to the date of this report are set out on in earlier

sections of the report from page iv.

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with the Public

Finance Management (PFM) Act,2072. The Auditor General continues in office in accordance with
the Public Finance Management (PFM) Act,2072.

X. STATEMENT OF TRUSTEES' RESPONSIB!IITIES

Section 81 of the Public Finance Management Act, 2072 and (section 14 of the State Corporations
,4c(,) require the Trustees to prepare financial statements in respect of that entity, which give a true
and fair view of the state of affairs of the entity at the end of the financial year/period and the
operating results of the entity for that year/period. The Trustees are also required to ensure that
the entity keeps proper accounting records which disclose with reasonable accuracy the financial
position of the entity. The Trustees are also responsible for safeguarding the assets of the entity.

The Trustees are responsible for the preparation and presentation of the entity's financial
statements, which give a true and fair view of the state of affairs of the entity for and as at the end

of the financial year (period) ended on June 30, 2019. This responsibility includes:

i) Maintaining adequate financial management arrangements and ensuring that these continue

to be effective throughout the reporting period;

ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any time

the financial position of the entity;
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REPORT OF THE AUDITOR.GENERAL ON NATIONAL ENVIRONMENT TRUST
FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying financial statements of National Environment Trust
Fund set out on pages 1 to 29, which comprise the statement of financial position as at
30 June, 2019, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amount for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution and Section 35 of the Public Audit Act, 2015. I have obtained all the
information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion the financial statements present fairly, in all material respects, the financial
position of National Environment Trust Fund as at 30 June, 2019, and of lts financial
performance and its cash flows for the year then ended, in accordance with lntemational
Public SectorAccounting Standards (Accrual Basis) and the Public Finance Management
Act, 2012 and the Environment Management and Coordination Act,1999.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of National Environment Trust Fund Management
in accordance with ISSA| 130 on Code of Ethics. ! have fulfilled other ethical
responsibilities in accordance with the ISSA! and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Mafters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There are no key audit matters to
report in the period under review.

Report oJ'the Auditor-General on National Environment Trust Fund for the ltear ended 30 June, 2019
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Other Mafrer

Under-Staffing

As reported in the previous year, it was observed that the Fund was significantly
understaffed. While its approved staff establishment provided for one hundred (100)
employees, the entity had in place thirty-one (31) employees equivalent to 31o/o dnd
therefore understaffed by 69%. Given the strategic nature of the Fund as a facilitator of
research intended to further the requirements of environmental management,
environmental awards, capacity building, environmental publication, scholarships and
mobilization of donor grants, the deficit ought to have been addressed.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Gonclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
public resources have not been applied lawfully and in an effective way.

Basis for Conclusion

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

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

Basis for Conclusion

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

Report oJ-the Auditctr-Gencral on National Environment Trust Fundfor the year ended 30 June, 2019
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Responsibilities of Management and those charged with Governance

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

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain its services and using the applicable basis of
accounting unless Management is aware of the intention to terminate the Fund orto cease
operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

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

Aud itor-Genera!'s Responsi bi I ities 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 about whether, in all material respects, the activities,

Report o/'the Auditor-Generol on Nationul Enrtironment Trust Fundfor the ltear ended 30 June, 20 l9
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financial transactions and information reflected in the financial statements are in

compliance with the authorities that govern them and that public resources are applied in

an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the 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 overall governance processes and systems in

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

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

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

a

a Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the l/anagement.

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

Report of the Auditor-General on Nutionul Ent'ironment Trust Fund lbr the yeur ended 30 June, 20 l9
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

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

Na
AUDITOR.GENERAL

Nairobi

08 December,2020

Report of the Auditor-General on Ncttional Environment Trust Fund.for the year ended 30 June, 20 l9
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;

STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2019

Revenue from non-, lxchange transactions

7 163,998,000 L29,01,t,806GOK Grants'

8 14,852,222Public contributionsiand donations

9 tL,604,324 t3,692,698Transfers from othe ' governments.- gifts and services-in-kind

L75,602,324 L57,466,726Total revenue

Expenses

10 98,083,816 79,970,40LEmployee costs

t7 9,004,235 7,913,896Board of Trustees Expense

L2 3,834,681 3,955,34FDepreciation and amortization expense

13 785,580 1,077,267Repairs and mainter ance

L4 5,556,991 10,295,t78Contracted services

15 12,088.,492 34,539,320Project Cosls

16 44,840,954 42,386,5L9General expenses

t74,294,739 L8O,L37,928Total expenses

Other gainb/(losses)r

1,307,595 (22,671,2021Surplus before tax

Taxation

rd 1,307,595 (22,67t,2021S0rplus for the perir

Note 2018-2019

Ksh.

20L7-20t.8

Ksh.

The notes set out on pages L7 to 27 form an integral part of these Financial Staterrtents

1
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xilt. STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2019

Assets

Current Assets

Cash and Cash Equivalents L7 L9,622,655 20,881,083

Receivables from Exchange Transactions 18 2,893,742 3,341,985

Receivables from non-exchange Transactions 19 L,9L2,750 12,000,000

lnventory 20 L,356,792 t,4to,65t
25,785,939 37,633,7L9

Non-Current Assets

Property, plant and equipment 2L 9,257,70O 8,372,L85

lntangibles 22 4,074,769 3,131,966

L2,332,469 77,5O4,]-57

Total Assets 38,118,408 49,117,87O

Liabilities

Current [iabilities
Trade and Other payables from exchange transactions 23 4,5t2,gtg 32,L77,355

Deferred lncome 24 3,259,769

Provisions 25 14,800,000

Total Current Liabilities L9,3L2,818 35,43O,524

Non-Current liabilities
Total Liabilities 19,312,818 35,410,524
Net Assets

Capital Reserves 7,774,898 7,7L4,898

Accumulated surplus tl,090,692 5,992,448

18,805,590 13,7O7,146

Tota! net assets and liabilities 38,118,408 49,L37,87O

Note 20L8-20L9

Ksh.

20t7-2018

Ksh.

The Financial Statements set out on pages tto 29 were signed on behalf of the Board of

Samson Toniok

ICPAK No 6632.

Chief Executive Officer

Date

Evans Kiprotich

ICPAK No 23383.

Finance Manager

Moses Akaranga

Chair Board of Trustees

:3l
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J. NATIONAL ENVI RON M ENT TRUST F IJ N D
Annuol Reports ond Finonciol Stotements
For the yeor ended June 30, 2019

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2OL9

XV

Cash flows from o activitiesrati

Surplus for the year
1,307,595 122,67L,2021

Adjustments for:
De ation and Amortization 3,834,691 3,955,346

ows generated from operating ActivitiesNet Cash fl
before worki ca ital cha 5,L42,266 (18,715,956)

in Worki Ca ital
lncrease) / Decrease in Receivables 10,535,494 (13,590,453)
lncrease / Decrease in lnventories 53,859 (327,07L)

lncrease decrease in Trade and Other P les (23,867,979], 18,193,3g0
lncrease decrease in Deferred lncome (3,259,169) (10,343,527)

decrease in Provisionslncrease 14,900,000

(L,737,694 (6,057,661)activities

Cash flow from I activities

Net cash flows from operati

et lncrease in property, plant, equipment and lntangible
assets

N
(4,653,000) (2,450,0491

Net Cash flows used in tnvesti activities (4,663,000) 12,45O,O4gl

Cash flows from financi activities

Net increase/ decrease) in cash and cash e uivalents (!,259,4291 |l27,223,5661
Cash and cash uivalents as at Lst Jul 2018 20,881,093 48,L04,649
Cash and cash ivalents as at 30 June 2019 19,622,655 20,891,093

20L8-20L9

Ksh.

20t7-2A78
(RESTATED}

Ksh.

Note

4
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NATI ON AL ENVI RON M E NT TR U ST F U N D
Annuol Reports ond Financiol Statements
For the yeor ended tune 30,2079

XVII. NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

The National Environment Trust Fund (NETFUND) was established by the Environmental

Management and Coordination Act (EMCA) 1999, Section 24"to facilitate research intended to
further the requirements of environmental management; capacity building; environmental

awards; environmental publications; scholarships; and grants". A subsequent amendment to
EMCA section in June 2015 allowed the organisation to become a State Corporation. The entity
is wholly owned by the Government of Kenya and is domiciled in Kenya.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The Financial statements for the year ended 30th June 2019 have been prepared in accordance

with and comply with lnternational Public Sector Accounting Standards (IPSAS) as issued by

lnternational Public Sector Accounting Standards Board (IPSASB), the Public Finance

Management Act, 2012, Public Audit Act, 2015 and Environment Management and Coordination
Act 1999 (Cap 387 of the laws of Kenya)

For the Public Finance Management Act, 20L2, Public Audit Act, 2015 and Environment

Management and Coordination Act 1999 reporting purposes, in these financial statements the
"balance sheet"/ "statement of assets and liabilities" is represented by and is equivalent to the
statement of "financial position" and the "profit and loss account"f "statement of income and

expenditure" is presented in the statement of "financial performance."

The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the entity.

The accounting policies adopted have been consistently applied to all the years presented and

The financial statements are prepared on accrual basis.

3. ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the year

ended 30 June 2019

Standard lmpact

!PSAS 40:

Public

Combinations

Sector

Applicable: lst January 2019

The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business combinations and

combinations arising from non-exchange transactions are covered
purely under Public Sector combinations as amalgamations.

6



N ATI ONAL ENV I RON M ENT TRUST F U N D

Annual Reports and Finonciol Stotements
For the year ended lune 30, 2079

Standard lmpact

This standard does not apply to NETFUND

IPSAS 4Lz Financial

lnstruments

Applicable: 1't January 2022:

The objective of IPSAS 41 is to establish principles for the financial

reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an entity's

future cash flows.

IPSAS 41 provides users of financial statements with more useful

information than IPSAS 29,by:

. Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset's

cash flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model that
is applicable to all financial instruments subject to impairment

testing; and

. Applying an improved hedge accounting model that broadens the

hedging arrangements in scope of the guidance. The model

develops a strong link between an entity's risk management

strategies and the accounting treatment for instruments held as

part of the risk management strategy.

This standard does not apply to NETFUND

7
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Annuol Reports ond Finonciol Statements
For the yeor ended tune 30, 2079

Standard lmpact

IPSAS

Benefits

422 Social Applicable: Lst )anuary 2022

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

reporting entity provides in its financial statements about social

benefits. The information provided should help users of the
financial statements and general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;

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

(c) The impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.

NETFUND willfactor in the application of the Standard on due date

ii. Early adoption of standards

The entity did not early - adopt any new or amended standards in year 2019

1. General lnformation

The National Environment Trust Fund (NETFUND) was established by the Environmental
Management and Coordination Act (EMCA) 1999, Section 24"to facilitate research intended to
further the requirements of environmental management; capacity building; environmental
awards; environmental publications; scholarships; and grants". A subsequent amendment to
EMCA section in June 2015 allowed the organisation to become a State Corporation. The entity
is wholly owned by the Government of Kenya and is domiciled in Kenya.

2. Statement of compliance

The Financial statements for the year ended 30th June 2019 have been prepared in accordance
with and comply with lnternational Public Sector Accounting Standards (IPSAS) as issued by
lnternational Public Sector Accounting Standards Board (IPSASB), the Public Finance

Management Act, 2072, Public Audit Act, 2015 and Environment Management and Coordination
Act 1999 (Cap 387 of the laws of Kenya)

For the Public Finance Management Act, 2072, Public Audit Act, 2015 and Environment
Management and Coordination Act 1999 reporting purposes, in these financial statements the
"balance sheet"/ "statement of assets and liabilities" is represented by and is equivalent to the

8
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statement of "financial position" and the "profit and loss account"/ "statement of income and

expenditure" is presented in the statement of "financial performance."

3. Basis of preparation

The financial statements are presented in Kenya shillings, which is the functional and reporting

currency of the Fund. The accounting policies have been consistently applied to all the years

presented.

The financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. The financial

statements are prepared on accrual basis.

4. Presentation of financial statements

The financial statements comprise of statement of financial performance, statement of financial

position, statement of changes in net assets/equity and the statement of cash flows and the

notes to the financial statements.

The Board classifies its expenditure by the nature of expense methodology. The disclosure on

risks are presented in the financial risk management objectives and policies contained in note 5.

The statement of cash flows shows the changes in cash and cash equivalents arising during the
period from operating, investing and financing activities.

Starting lstJuly 2OL3, National EnvironmentTrust Fund adopted the IPSAS 1on Presentation of
Financial Statements. ln previous years the financial statements were prepared in accordance

with the lnternational Financial Reporting Standards (lFRSs). The change was necessitated by the

reporting standards on public entities which are not Government Business Entities (GBE) as

defined and required by IPSAS 1-'Presentation of Financial Statements' which states that the

scope of application is for 'all public sector entities other than Government Business Enterprises'.

5. Functional Currencies

(a) Functiona! and Presentation Currency

The financial statements are presented in the functional currency, Kenya Shillings (Kes.), which

is the Board's presentational currency.

(b) Transactions and Balances

i) Translation of Foreign Currencies

Transactions in foreign currencies during the year are converted into the functional currency

using the prevailing exchange rates ruling at the dates of the transactions.

Assets and liabilities denominated in foreign currencies are translated at the mean rates of
exchange ruling at the end of the reporting period. The foreign currency exchange gains and

9
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losses resulting from the settlement of such transactions and from the translation at year end

exchange rates of monetary assets and liabilities denominated in foreign currencies are

recognized through the statement of financial performance in the year in which they arise.

However, there were no transactions denominated in foreign currencies in the period under

review.

ii) Translation of Foreign Operations

The Board does not have any foreign operations

6. Summary of significant accounting policies

2. Revenue recognition

vii) Revenue from non-exchange transactions - IPSAS 23

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the fund and the revenue can be reliably measured. The following specific recognition criteria

must be met before revenue is recognized:

Government grants are recognized as income when there is reasonable assurance that the grants

will be received and the entity will comply with the conditions attached to them. The grants are

recognized as income on a systematic and rational basis over the period necessary to match

them with the related costs.

Transfers from foreign governments and other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining controlof the asset (cash, goods, services and property)if the
transfer is free from conditions and it is probable that the economic benefits or service potential

related to the asset will flow to the Fund and can be measured reliably.

viii) Revenue from exchange transactions - IPSAS 9

Rendering of services

The Fund recognizes revenue from rendering of services by reference to the stage of completion

when the outcome of the transaction can be estimated reliably. The stage of completion is

measured by reference to labour hours incurred to date as a percentage of total estimated

labour hours.

Where the contract outcome cannot be measured reliably, revenue is recognized only to the
extent that the expenses incurred are recoverable.

Interest income

lnterest income is accrued using the effective yield method. The effective yield discounts

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

10



NATIONAL ENVIRONMENT TRUST FUND
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carrying amount. The method applies this yield to the principal outstanding to determine interest
income each period.

3. Property, plant and equipment - IPSAS 17

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

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

at intervals, the Fund recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied.

All other repair and maintenance costs are recognized in surplus or deficit as incurred. Where an

asset is acquired in a non-exchange transaction for nil or nominal consideration the asset is

initially measured at its fair value.

Depreciation is calculated using the straight line method on the cost of each asset to its residual

value over its estimated useful life using the following per annum rates:

Motor vehicle 25%

Furniture & fittings L2.5o/o

Computer, printers and software 25%

Office equipment L2.5%

4. Budget information - IPSAS 24

The annual budget is prepared on the accrual basis, that is, all planned costs and income are

presented in a single statement to determine the needs of the Fund. As a result of the adoption
of the accrual basis for budgeting purposes, there are no basis, timing or Fund differences that
would require reconciliation between the actual comparable amounts and the amounts
presented as a separate additional financial statement in the statement of comparison of budget

and actual amounts.

5. Taxes - IAS 12

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws

used to compute the amount are those that are enacted or substantively enacted, at the
reporting date in the area where the Fund operates and generates taxable income.

Current income tax relating to items recognized directly in net assets is recognized in net assets

and not in the statement of financial performance. Management periodically evaluates positions

lL
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taken in the tax returns with respect to situations in which applicable tax regulations are subject

to interpretation and establishes provisions where appropriate.

5. Intangible assets - IPSAS 31

lntangible assets acquired separately are initially recognized at cost. The cost of intangible assets

acquired in a non-exchange transaction is their fair value at the date of the exchange. Following

initial recognition, intangible assets are carried at cost less any accumulated amortization and

accumulated impairment losses. lnternally generated intangible assets, excluding capitalized

development costs, are not capitalized and expenditure is reflected in surplus or deficit in the
period in which the expenditure is incurred.

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

ix) Research and development costs

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

recognized as intangible assets when the Fund can demonstrate:

or sale

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

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

development is complete and the asset is available for use. lt is amortized over the period of
expected future benefit. During the period of development, the asset is tested for impairment

annually with any impairment losses recognized immediately in surplus or deficit.

7. Financial instruments - IPSAS 29

Financia! assets

lnitial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial lnstruments: Recognition ond
Medsurement are classified as financial assets at fair value through surplus or deficit, loans and

receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.

The Fund determines the classification of its financial assets at initial recognition.

L2
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Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments

that are not quoted in an active market. After initial measurement, such financial assets are

subsequently measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition and

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

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the Fund has the positive intention and ability to hold it to
maturity. After initial measurement, held-to-maturity investments are measured at amortized
cost using the effective interest method, less impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part

of the effective interest rate. The losses arising from impairment are recognized in surplus or
deficit.

lmpairment of financial assets

The Fund assesses at each reporting date whether there is objective evidence that a financial

asset or a Fund of financial assets is impaired. A financial asset or a Fund of financial assets is

deemed to be impaired if, and only if, there is objective evidence of impairment as a result of
one or more events that has occurred afterthe initial recognition of the asset (an incurred'loss
event') and that loss event has an impact on the estimated future cash flows of the financial

asset or the Fund of financial assets that can be reliably estimated. Evidence of impairment may

include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

lnitial recognition and measurement

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

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

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

borrowings, plus directly attributable transaction costs.

13
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Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method. Gains and losses are recognized in surplus or
deficit when the liabilities are derecognized as well as through the effective interest method

amortization process.

rPsAs 29.6s

Amortized cost is calculated by taking into account any discount or premium on acquisition and

fees or costs that are an integral part of the effective interest rate.

x) lnventories - IPSAS 12

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

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

location and condition are accounted for, as follows:

of manufacturing overheads based on the normal operating capacity, but excluding

borrowing costs

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

However, to the extent that a class of inventory is distributed or deployed at no charge or for a
nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange, or
distribution.

lnventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course of operations of the Fund.

8. Provisions - IPSAS 19

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

result of a past event, it is probable that an outflow of resources embodying economic benefits

or service potential will be required to settle the obligation and a reliable estimate can be made

of the amount of the obligation.

L4
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Contingent liabilities

The Fund does not recognize a contingent liability, but discloses details of any contingencies in
the notes to the financial statements, unless the possibility of an outflow of resources embodying
economic benefits or service potential is remote.

Contingent assets

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

existence is contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Fund in the notes to the financial statements.
Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. lf it has become virtually certain that an inflow of economic

benefits or service potential will arise and the asset's value can be measured reliably, the asset

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

9. Nature and purpose of reserves

The Fund creates and maintains reserves in terms of specific requirements.

10. Changes in accounting policies and estimates - !PSAS 3

The Fund recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

11. Related parties - TPSAS 20

The Fund regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Fund, or vice versa. Members

of key management are regarded as related parties. Service concession arrangements - IPSAS

32

The Fund analyses all aspects of service concession arrangements that it enters into in

determining the appropriate accounting treatment and disclosure requirements. ln particular,

where a private party contributes an asset to the arrangement, the Fund recognizes that asset

when, and only when, it controls or regulates the services the operator must provide together
with the asset, to whom it must provide them, and at what price. ln the case of assets other than
'whole-of-life' assets, it controls, through ownership, beneficial entitlement or otherwise - any

significant residual interest in the asset at the end of the arrangement. Any assets so recognized
are measured at their fair value. To the extent that an asset has been recognized, the Fund also

recognizes a corresponding liability, adjusted by a cash consideration paid or received.

12. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call

and highly liquid investments with an original maturity of three months or less, which are readily

15



N ATI O N AL ENVI RON M E NT TRUST F U N D

Annual Reports and Financial Stotements
For the year ended lune 30, 2079

convertible to known amounts of cash and are subject to insignificant risk of changes in value.

Bank account balances include amounts held at various commercial banks at the end of the

financial year.

13. Comparative figures

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

reconfigured to conform to the required changes in presentation.

14. Significant judgments and sources of estimation uncertainty - IPSAS 1

The preparation of the Fund's financial statements in conformity with IPSAS requires

management to make judgments, estimates and assumptions that affect the reported amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

end of the reporting period. However, uncertainty about these assumptions and estimates could

result in outcomes that require a material adjustment to the carrying amount of the asset or

liability affected in future periods.

State alljudgements, estimates and assumptions made: e.g.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying

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

based its assumptions and estimates on parameters available when the consolidated financial

statements were prepared. However, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control

of the Fund. Such changes are reflected in the assumptions when they occur. IPSAS L.L4O

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform

potential future use and value from disposal:

1. The condition of the asset based on the assessment of experts employed by the Fund

2. The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

3. The nature of the processes in which the asset is deployed

4. Availability of funding to replace the asset

5. Changes in the market in relation to the asset

Provisions

16
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Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is material.

15. Subsequent events - IPSAS 14

There have been no events subsequent to the financial year end with a significant impact on the
financial statements for the year ended June 30, 20L9.

7. GOKGRANTS

8. Public contributions and donations

9. Transfers from other Governments-gifts and services-in-kind

Actual Ksh Ksh

Recurrent L12,700,000 129,011,805
Development 51,298,000

Total revenue 153,998,000 129,011,806

201.9 2018

WWF 1,000,000

UNDP 9,722,59L
ACCF 4,729,63L

Total Transfers and Sponsorship 14,852,222

2019

Ksh

2018

Ksh

Conditional grants

Embassy of Sweden Grant-GlA 13,502,698

Africa n Development Ba nk 17,604,324

I nter-Governmental Development on Authority
Embassy of France

Total grants from other governments LL,604,r24 L3,602,699

2019

Kshs

2018

Kshs

L7
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10. Employee Costs

11. Board ofTrustees Expenses

12. Depreciation and amortization expense

13. Repairs and maintenance

Employee related costs - Basic Pay 43,620,960 50,116,500

Employee related costs - Allowances 23,547,199 27,326,206
Employee related costs - Pension contribution & NSSF Employer 96,240 103,900

Employee related costs - Leave allowances 84]-,870 972,700
Employee related costs - Gratuity 29,953,697 7,425,645
Employee related costs - NITA Employer expense 23,850 26,!50

Employee costs 98,083,815 79,970,401

2019

Kshs

20L8

Kshs

Chairman's Honoraria 800,000

Sitting Allowances 3,060,000 2,7gO,OOO

Travel & Accommodation allowance 5,144,235 5,133,896
Total Board remuneration 9,oo4,235 7,913,895

201.9

Kshs

2018

Kshs

Property, plant and equipment 3,143,607 3,445,797

lntangible assets 691,075 509,560

Total depreciation and amortization 3,834,581 3,955,346

2019

Kshs

2018

Kshs

Property

Equipment 33,579 222,960
Vehicles 752,OO1 854,407

Other

Total repairs and maintenance 785,580 L,O77,267
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14. Contracted/Consultancy Services

15. Project Costs

16. General Expenses

Strategy 3,L86,755 5,792,760

417,600 591,600Legal Fees

Human Resources

ICT Services 2,052,626 1,,!07,758

Other 2,803,060

Total contracted services 5,655,991 1o,295,L78

2019

Kshs

2018

Kshs

735,400 27,279,O42NETFUND GIA Project

2,320,754 2,81L,085lnternational Forums

6,859,564 4,129,631ACCF Project

2,172,774 6,379,562Other Project Costs

Total grants and subsidies 12,088,492 34,539,32O

2019

Kshs

2018

Kshs

645,6t7Advertising

4,177,428 1,,992,705Local Travel

275,966 942,625Foreign Travel

7,L26,258 1,089,045Computer Expenses

LO,819,794 L2,s24,L58Rent and Rates

L,2t7,476 t,707,L47Consumables

778,259 748,595Fuel and oil

I nsu ra nce 9,442,343 5,995,103

lnternet charges 603,432 699,722

Telephone and Postage 956,9L7 7,272,L62

Printing and stationery 7,023,0O7 69L,841

Bank charges 108,189 98,060

Corporate Events & CSR 8,872,799 2,279,860

Training Expenses 4,572,t79 7,995,77O

Staff Welfare Costs L,926,978 3,804,LzO

Total general expenses 44,84O,954 42,386,519

2019

Kshs

2018

Kshs
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17. Cash and cash equivalents

17. (a) Detailed Amounts of the Cash and Cash Equivalents

Bank L9,622,655 20,881,083

Cash-on-hand and in transit

Short-term deposits

Total cash and cash equivalents 19,622,655 20,881,093

2019

Kshs

2018

Kshs

a) Current account

Kenya Commercial Bank-Recurrent A/C 1,1,19280788 1o,400 54,679

Kenya Commercial Bank Development A/C 7t5793249s 7,946 2,326,58t

Kenya Commercial Bank-GlA/StDA A/C 1147263396 74,2O2,896 15,098,966

Kenya Commercial Bank-ACCF A/C L21L283L43 5,40L,4L3 3,405,587

Kenya Commercial Bank-IGAD project A/C 1,L64570L12 (4,73Ol,

Sub- total 19,622,655 20,881,083

b) Others(specify)

Cash in Transit

Cash in Hand

Grand tota! 19,622,655 20,881,083

20r.8-2019

Financial institution Account number

KShsKShs

2017-2018

(RESTATED)
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Current receivables

1.592,770 2,O40,473Staff Debtors

1,301,572 1,301,572Other exchange debtors

Less: impairment allowance

2,893,742 3,341,98sTotal current receivables

2019

Kshs

2018

Kshs

18. Receivables from exchange transactions

2019

0-3 Months 3 - t2 Months Over 12 Months Total

Staff Debtors 1,592,L70 L,592,!7O

Other Exchange Debtors 1,301,572 1,30L,572

7.,592,17O L,307.,572 2,893,742

2018

0-3 Months 3 - 72 Months Over 12 Months Total

Staff Debtors 2,040,473 2,04O,4L3

Other Exchange Debtors 1,307,572 7,3OL,572

2,O4O,413 1,3oL,572 3,341,985

Note:

Other exchange debtors relate to rental security deposit where the Fund has given a guarantee

for rent to Tyson Valuers for Kshs t,30L,572 which shall expire on 31st July 2020. This guarantee

covers the obligation to Tyson Valuers of three months' rent. The guarantee was issued by the

Trustees' bankers in favor of Tyson Valuers. The Board has entered into counter indemnity with

the same bank. The guarantee was issued in the normal course of the business.

19. Receivables from Non Exchange Transactions

Other debtors (non-exchange transactions)-GOK 12,000,000

LECRED 7,912,750

Less: impairment allowance

Total current receivables 1,9t2,750 12,000,000

20L9

Kshs

2018

Kshs

27



NATIONAL ENVIRONMENT TRUST FUND
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20.!nventories

Consumable stores 4LO,804 2L0,L66

Other general office supplies 190,800 99,332

Computer Accessories 755,188 1,101,153

Total inventories 1,3s6,792 l,4lo,65l

2019

Kshs

2018

Kshs

22
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22. lntangible Assets

Cost

At l July 2017 3,435,674

Additions 733,t99
At 30 June 2018 4,L69,973

Additions 1,633,878

At 30 June 2019 5,8O2,75L

Amortization & lmpairment

At l July 2018 527,348

Amortization 509,559

At 30 June 2019 t,036,go7
Amortization 691,075

lmpairment Loss

At 30 June 2019 1,727,982

Net Book Values

At 30 June 2019 4,O74,769

At 30 June 2018 3,131,965

23. Trade and other Payables

Payables are expected to be settled in NETFUND's normal operating cycle and within 12 months

after the reporting period and are not attached to an unconditional right to defer payment of
the liability for at least 12 months after the reporting period.

24. Deferred lncome

Trade Payables 1,551,108 23,L37,569
Payments received in Advance 2,961,710

Employee Advances 42,588

Other Payables (PAYE Taxes) 8,991,199

Total Trade and other payables 4,512,818 32,L7,.,355

2079

Kshs

2018

Kshs

GOK Grant

lnternational Funders-Sl DA G rant

I nternational Funders-ACCF 3,259,169

Total revenue 3,259,169

20L9

Kshs

20L8

Kshs

24
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25. Current Provisions

26. FinancialAssets

Exposure to currency, commodity, interest rate, liquidity and credit risk arises in the normal course of the

Fund's operations. This note presents information about the Fund's exposure to each of the above risks,

policies and processes for measuring and managing risk, and the Fund's management of capital. Further

quantitative disclosures are included throughout these financial statements.

Fair values

Set out below, is a comparison by class of the carrying amounts and fair value of the Fund's financial

instruments.

The fair value of the financial assets and liabilities are included at the amount at which the instrument could

be exchanged in a current transaction between willing parties, other than in a forced sale or liquidation.

Balance b/d (1.07.2018)

14,800,000Additional Provisions 14,800,000

14,800,000Total provisions as at 30.6.2019 14,800,000

Gratuity TotalDescription

Kshs Kshs

2,893,742 2,893,742Receivable from exchange Transactions

7,972,750 t,9L2,750Receivable from Non-exchange Transactions

79,622,655 L9,622,655Cash and cash equivalents

24,429,147

3,341,995

24,429,L47

3,341,985Receivable from exchange Transactions

Total Financial Assets

Receivable from Non-exchange Transactions 12,000,000 12,000,000

Cash and cash equivalents 20,881,083 20,881,083

Total Financial Assets 36,223,068 36,223,068

Trade and other payablesfrom Exchange Transactions

Financial Liabilities

4,512,878 4,572,8L8

Deferred lncome

4,512,818 4,5L2,8L8Tota! FinancialAssets

2018

Trade and other pavables from Exchange Transactions 32,77t,355 32,L71,355

Deferred lncome 3,259,169 3,259,t69

Total FinancialAssets 35,43O,524 35,430,524

)5
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Cash and short-term deposits, trade receivables, trade payables and other current liabilities approximate
their carrying amounts largely due to the short-term maturities of these instruments.

(c) Financial risk management objectives

The Fund's activities expose it to a variety of financial risks including credit and liquidity risks and the effects
of changes in foreign currency. The Fund's overall risk management programme focuses on unpredictability
of changes in the business environment and seeks to minimise the potential adverse effect of such risks on

its performance by setting acceptable levels of risk. The management has drafted a risk management policy

that guides the management of the risks affecting NETFUND.

(d) Credit risk

NETFUND's credit risk is primarily attributable to its liquid funds with financial institutions, deposits and

prepayments made for provision. The credit risk on the liquid funds with financial institutions is low because

the counter parties are banks with high credit-ratings. The deposits and prepayments are fully performing

as FUND continues to enjoy the services secured by these balances. The default rate is low.

(e) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board members, who have built an

appropriate liquidity risk management framework for the management of the fund's short, medium and

long-term funding and liquidity management requirements. Liquidity risk is the risk of the Fund not being

able to meet its obligations as they fall due. The Fund's approach to managing liquidity risk is to ensure that
sufficient liquidity is available to meet its liabilities when due, without incurring unacceptable losses or
risking damage to the Fund's reputation.

The Fund ensures that it has sufficient cash on demand to meet expected operating expenses through the
use of cash flow forecasts.

(f) Market risk management

NETFUND takes on exposure to market risk, which is the risk that changes in market prices, such as interest
rate and foreign exchange rates will affect NETFUND's surplus or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk exposures

within acceptable parameters, while optimizing the return on risk. Monitoring of market risk is done by

management in conjunction with the Board of Trustees.

Market risk exposures are measured by the use of sensitivity analyses. The market risk exposure for the
NETFUND relates primarily to currency risk.

Currency Risk

The Authority undertakes certain transactions denominated in foreign currencies mainly the USD and Euro.

This results in exposures to exchange rate fluctuations. NETFUND does not hedge its foreign currency risk.

ln light of the above, any adverse movements in exchange rates may result in either exchange gain or loss,

?6
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with the latter having a negative impact on earnings, as NETFUND reports its financial performance in Kenya

Shillings.

lnterest rate risk

NETFUND is exposed to interest rate risk due to fluctuations in interest rates on the bank balances that it
holds.

Capita! Risk Management

NETFUND manages its funds to ensure that it will be able to continue as a going concern while maximizing

the return to stakeholders through the optimization of the debt and fund balance. The capital structure of
NETFUND consists of capital reserve and accumulated surplus.

27. Related Party Disclosure

28. Contingent Liabilities.

Legal Matters

The Fund is involved in legal proceedings with a member of staff who has sued the Fund for wrongful

dismissal. The case is ongoing and it was not necessary to make any provisions during the year. The former

employee had requested the Labour and Employment Court to reinstate her therefore, as at the time of
preparation of the Financial statements it was not possible to ascertain the cost implication of the Law suit

and therefore no provision was provided for in the financial statements. ln her prayers the claimant did not

seek for damages for unfair dismissal but only sought orders for the fund to continue retaining her services.

615,000Chief Executive Officer 7,L76,790 !,797,79O

2,429,796Ag. Chief Executive Officer 2,531,52O 4,96!,316

Director Research 2,427,12O 1,920,000 4,347,!2O

Programmes Manager 2,229,O4O 792,OO0 3,02O,04O

5,756,796Total 9,363,460 14,L2O,256

Chief Executive Officer 4,707,720 2,463,720 7,170,240

Director Resource Mobilization 2,427,720 1,970,000 4,397,720

Director Technical Services 1,493,160 1,010,000 2,503,160

2,531,520 1,970,000 4,50L,520Head of Finance

Total 11,158,920 7,413,L2O L8,572,O40

TotalBasic Pay Allowances

TotalBasic Pay Allowances

20L9

Designation

2018

Designation

)7
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Not later than One year 4,4L7,984 4,4L7,984

Later than One year 8,076,774 8,076,L74

Total L2,414,158 12,4?4,L58

Non-Cancellable operating lease rentals are payable as follows: 20L9
Kshs

2018

Kshs

29. Commitments; Operating Lease Rentals

The Fund has leased office premises under an operating lease. The lease typically runs for 6 years with an

option for renewal. Lease payments are increased accordingly to reflect market rentals. The Fund does not
have an option to purchase the leased asset at the expiry of the lease period. There are no contingent rents

recognized in the Statement of Financial Performance.

30. Fair Value

The Board of Trustees consider that there is no material difference between the fair value and carrying
value of the company's financial assets and liabilities, where fair value details have not been presented.

31. Capital Commitments

All capital commitments contracted for/authorized at the reporting period end have been recognized in the
financial statements.

32. Events after the reporting period

The Board of Trustees are not aware of any matter or circumstances arising since the end of the financial
year, not otherwise dealt with in the financial statements, which would significantly affect the financial
position of National Environment Trust Fund and results of its operation as laid out in these financial
statements.

33. Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation of the
Financial Statements as required by lnternational Public Sector Accounting Standards and any amendment

whenever necessary in the current year.

!14. Currency

The financial statements are presented in Kenya Shillings.
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APPENDIX I. PROJECTS IMPLEMENTED BY THE ENTITY

Projects

Projects implemented by the State Corporation/ SAGA Funded by development partners

Status of Projects Completion

SIDA 8 Years 300 Million Not. Green lnnovation
Awards

AFDB 4 Years 56 Million No2. African Climate
Change Fund

Project Donor
Number

Period/
duration

Donor
commitment

Separate donor reporting
required as per the donor
agreement (Yes/No)

Project title

L lnnovationGreen
Awards

472 Million 160 Million 70% 472 Million SIDA&

GOK

2 African Climate
Change Fund

53 Million 7.3 Million 60% 63 Million AFDB&

GOK

Tota! project
Cost

Total
expended
to date

Completion Budget
% to date

Actual Source
per s

quarter

Project title

)c


