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1. Key Entity Information and Management

a) Background information

Kisumu County Alcoholic Drinks Control Fund is established by and derives its authority and
accountability from Kisumu County Alcoholic Drinks Control Fund Act of 12™ August 2014. The
Fund is wholly owned by the County Government of Kisumu and is domiciled in Kenya. The
fund’s jurisdiction is limited to the seven sub counties of Kisumu County namely: Muhoroni,
Nyakach, Nyando, Kisumu East, Kisumu Central, Kisumu West and Seme.

Kisumu County Alcoholic Drinks Control Fund is a non-profit making entity whose objective is
to control production, sale, distribution, promotion and consumption of alcoholic drinks in the
County of Kisumu. The fund is managed by a committee and staff deployed in all the sub counties.

b) Principal Activities

The principal activity/mandate of the Fund is to facilitate on behalf of the County Government of
Kisumu licensing, monitoring and evaluation of alcoholic drinks outlets operating in the county of
Kisumu with a view to controlling production, sale, and distribution of alcoholic drinks pursuant
to Part IT of the fourth schedule to the Constitution of Kenya. Besides the aforementioned, the fund
undertakes promotion of research, treatment and rehabilitation of persons whose lives are affected

by alcoholic drinks.

(Under this section you may include the fund'’s vision, mission and core objectives)

¢) Fund Administration Committee

Alphonse Ogik Ouya Chairman of the management committee

1

2 | Wilson Opondo Abiero Chief Officer Finance / Member
3 | Peter Collins Okoth Fund Administrator / Secretary
4 | Pamela Akinyi Iro Alternate Secretary

5

(This section will be applicable for Public Funds that have a Board of Trustees/Fund
Administration CommittePamela Akinyie. Input names of all the members who held office during

the period)

d) Key Management

1 ‘ Alphonse Ogik Ouya Chief Officer — Trade

i1l
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2 | Wilson Opondo Abiero Chief Officer — Finance & Planning
3 | Peter Collins Okoth Fund Administrator

4 | Pamela Akinyi Iro Alternate Secretary

5 | George Onginjo Accountant

v

(Include all positions regarded as top management for the Fund).
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e) Registered Offices

P.O. Box 2738
Prosperity Building
Achieng Oneko Road
Kisumu, KENYA

f) Fund Contacts

Telephone:(254) 723497885
E-mail: info@kisumu.go.ke
Website: www.kisumucounty.go.ke

g) Fund Bankers

1 Kenya Commercial Bank
Kisumu Branch
P.O. Box 17 - 40100
Kisumu.

h) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O.Box 30084

GOP 00100

Nairobi, Kenya

i) Principal Legal Adviser

County Attorney

County Government of Kisumu
P.O. Box 2738

Kisumu, Kenya.
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2. The Board of Trustees (or any other governing body for the Fund)

1. Alphonce Ogik Ouya D.O.B - 19" February, 1972

Academic Qualification. - Degree
Professional Qualification - Accountant
Work experience — 18years
Position...... Chief Officer -Trade and Enterprise
Development / Executive Chairperson

2. Wilson Opondo Abiero D.O.B - 16™ April, 1982
Academic Qualification. — Masters in Economics

Professional Qualification....

Work experience — 20years
Position: Chief Office —Finance and Economic planning

3. Peter Collins Okoth D.O.B — 29" July, 1974
Academic Qualification - Masters

Professional Qualification....

Work experience — 15years
Position: Fund Administrator / Secretary

D.O.B - 24" November, 1968
Academic Qualification -Degree.
Professional Qualification....
Work experience — 28years
Position: Alternate Secretary

4. Pamela Akinyi Iro

vi
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3. Management Team

. Insert each key Manager’s passport-
size photo and name,

Provide a concise description of each Trustee’s
date of birth, key academic and professional
qualifications and work experience.

Also, indicate the main area of responsibility —
without details

2. Alphonse Ouya

Chief Officer — Trade

3. Wilson Abiero

Chief Officer — Finance

4. Peter Collins Okoth

Fund Administrator

Note: The Fund Administrator will feature under both the ‘Board’ and ‘Management .

Vil
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4. Fund Chairperson’s Report

During the financial year ended 30" June, 2022, there was no change in the management team.

The fund fulfilled its mandate successfully in the year despite the challenges that occur every
electioneering year. There were minimal incidences of alcohol abuse reported during the year and

no outlet operated without a license.

I wish to note that we fell short of our revenue target by 17% due to migration and closure by some
businesses. By April, 2022, some businesses had closed and/or migrated to other counties for fear
of unpredictable nature of pre and post-election activities. However, over 88% of budgeted

programs and activities were implemented successfully. It is our hope that in the coming year,
economic activities will resume normalcy and we shall be able to achieve our targets in terms of

revenue collection and implementation of programs and activities.

Some of the challenges that adversely affected the Fund’s operations included lack of adequate

resources. Currently, the Fund has one motor vehicle assigned to it for use in the seven sub
counties. We look forward to acquiring additional motor vehicle in the coming year (2022/2023)

to enhance our mobility across the county.

In conclusion, I wish to thank everyone including staff for the support and cooperation during the
year 2021/2022.

Alphonse Ouya

Chairperson

viil
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5. Report of The Fund Administrator

(Under this section, the Fund Administrator will give his report, which highlights the same issues
as the Chairman in a more detailed format, usually 2 to 3 pages. The Fund Administrator may
also mention at a high level the financial performance of the Fund).

The year under review 2021/2022, the Fund successfully collected Ksh.18,719,720.00 less 17%
off the target. The financial year was a difficult one due to post Covid-19 impacts, causing so many
businesses and outlets to scale down or close completely. The Fund also faced cases of several
non-compliant outlets due to the dwindling performance of the economy. As at the close of the
financial year 30" June, 2022 Cash at Bank stood at Ksh. 3,066,677.50

The Fund successfully managed to meet its recurrent and development mandate. The following
development projects were implemented successfully and commissioned.

a). Completion of Male Dormitory- 3M--ONGOING
b). Equipping of Nyang’oma Rehabilitation Centre- IM—COMPLETE

c). Construction of 4 Door Toilet - 2M—ONGOING

The Directorate will strive to upscale its operations so as to improve efficiency and improve on
Revenue collection. This will involve a multi sectoral approach by working closely with the
National Government Administration and The National Police Service to ensure compliance and
enforcement. These efforts are geared towards streamlining the revenue stream and ensuring near

95% compliance level.

The Directorate will also embark on Stakeholder engagement and Public Awareness Creation. This
is geared towards getting feedback from our clients and stakeholders on areas of collaboration.
This will also enable the Directorate to deal promptly with Customer Complains and concerns to

inspire public confidence.

The directorate has made a milestone through the establishment of Nyang’oma Rehabilitation
Centre, Masogo. This centre will help with treatment and counselling of affected persons either
through alcohol abuse or substance abuse. This will be a game changer in the county as members
of the public affected by this chronic problem will be able to get assistance in a safe environment
with the help of professionals. Already the centre boosts of the following facilities; -

. Fully equipped administration block

k.

2. 4 Door Pit latrine
3. Male Dormitory - Ongoing

4. Chain link Fenced compound

The Female dormitory construction project will kick off anytime from now since the tender has
already been awarded to the contractor and the site handed over.
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Fund Administrator
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6. Statement of Performance Against the County Fund’s Predetermined Objectives

Guidance

Refer to the entity s annual budget and program plan report on the extent of the county government
entity’s progress in attaining the plan. Report on the metrics met, objectives yet to be met,
challenges and opportunities of the County entity in implementation of its program plan. Refer to

the strategic plan if the entity has one.

Introduction

Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each County
Government entity Government entities in accordance with the standards and formats prescribed
by the Public Sector Accounting Standards Board includes a statement of the county government

entity’s performance against predetermined objectives.

The key development objectives of theFund as per the strategic planfor (Indicate period of the
strategic plan)are to:

a) Provide quality physical infrastructure in the County

Progress on attainment of Strategic development objectives
Below we provide the progress on attaining the stated objectives:

Reduction of Licensing of all | Increased No. of licensed | 440 licensed
non-compliant | outlets compliance level | outlets outlets
outlets
Stakeholder Awareness and | Greater No. of public 10 Meetings held
participation Public participation and | forums held

sensitization Information

meeting dissemination

Xii
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7. Corporate Governance Statement

X1i1



Kisumu County Alcoholic Drinks Control Fund
Annual Report and Financial Statements for the year ended June 30, 2022

8. Management Discussion and Analysis

Two- three pages

(Under this section, the management gives a report on the operational and financial performance

of the Fund/Board during the period, entity’s key projects or investments decision implemented or
ongoing, Fund’s compliance with statutory requirements, major risks facing the Fund, material
arrears in statutory and other financial obligations, and any other information considered relevant

to the users of the financial statements.)

The management should make use of tables, graphs, pie charts and other descriptive tools to make
the information as understandable as possible.)

X1V
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9. Environmental and Sustainability Reporting

Two-to-three pages

(The Fund gives details of CSR activities carried out in the year and the impact to the society. The
statement may also include how the organisation conserves the environment, promotes education,
sports, healthcare, labour relations, staff training and development, and water and sanitation
initiatives). Where no CSR activities are undertaken during the year, there is no need to include

the statement).

XXX exists to transform lives. This is our purpose; the driving force behind everything we do. It’s
what guides us to deliver our strategy, which is founded on XXX pillars: putting the
customer/Citizen first, delivering relevant goods and services, and improving operational
excellence. Below is a brief highlight of our achievements in each pillar

1. Sustainability strategy and profile -
The top management especially the accounting officer should make reference to

sustainable efforts, broad trends in political and macroeconomic affecting sustainability
priorities, reference to international best practices and key achievements and failure.

2. Environmental performance
Outline clearly, environmental policy guiding the organisation, provide evidence of the
policy. Outline successes, shortcomings, efforts to manage biodiversity, waste
management policy and efforts to reduce environmental impact of the organisation’s

products.

3. Employee welfare
Give account of the policies guiding the hiring process and whether they take into account

the gender ratio, whether they take in stakeholder engagements and how often they are
improved. Explain efforts made in improving skills and managing careers, appraisal and
reward systems. The organisation should also disclose their policy on safety and
compliance with Occupational Safety and Health Act of 2007, (OSHA.
4. Market place practices-
The organisation should outline its efforts to:

a) Responsible competition practice.
Explain how the organisation ensures responsible competition practices with issues

like anti-corruption, responsible political involvement, fair competition and respect
for competitors

b) Responsible Supply chain and supplier relations- explain how the organisation
maintains good business practices, treats its own suppliers responsibly by

honouring contracts and respecting payment practices.
c¢) Responsible marketing and advertisement-outline efforts to maintain ethical

marketing practices
d) Product stewardship- outline efforts to safeguard consumer rights and interests

5. Community Engagements-
Give evidence of community engagement including charitable giving (cash & material),
Community Social Investment and any other forms of community
The organisation gives details of CSR activities carried out in the year and the impact to the
society. The statement may also include how the organisation promotes education, sports,
healthcare, labour relations, staff training and development, and water and sanitation initiatives)

XV
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10. Report of The Trustees

The Trustees submit their report together with the audited financial statements for the year ended
June 30, 2022which show the state of the Fund affairs.
Principal activities

The principal activity/mandate of the Fund is to facilitate on behalf of the County Government of
Kisumu licensing, monitoring and evaluation of alcoholic drinks outlets operating in the county
of Kisumu with a view to controlling production, sale, and distribution of alcoholic drinks
pursuant to Part II of the fourth schedule to the Constitution of Kenya. Besides the
aforementioned, the fund undertakes promotion of research, treatment and rehabilitation of

persons whose lives are affected by alcoholic drinks.

Resulis

The results of the Fund for the year ended June 30, 2022are set out on page ....

Trustees

The members of the Board of Trustees who served during the year are shown on page xxx (refer
to the key entity information and management page). The changes in the Board during the financial
year are as shown below:

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.0R [XYZ Certified Public

Accountants were nominated by the Auditor General to carry out the audit of the entity for the
year/period ended June 30, 2022in accordance to section 23 of the Public Audit Act, 2015 which

empowers the Auditor General to appoint an auditor to audit on his behalf].

By Order of the Board

..............................................................

Chair of the Board/Fund Administration Committee

Date:

Xvi
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11. Statement of Management’s Responsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Administrator of a County Public Fund established by (The Fund should state the
appropriate legislation establishing the Fund) shall prepare financial statements for the Fund in
accordance with the standards and formats prescribed by the Public Sector Accounting Standards

Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund’s financial statements, which give a true and fair view of the state of affairs of the Fund for
and as at the end of the financial year ended on June 30, 2022. 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 F und; (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 Fund; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund’s financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and (quote the
applicable legislation establishing the County Public F und). The Administrator of the Fund is of the
opinion that the Fund’s financial statements give a true and fair view of the state of Fund’s
transactions during the financial year ended June 30, 2022, and of the Fund’s financial position as
at that date. The Administrator further confirm the completeness of the accounting records
maintained for the Fund, which have been relied upon in the preparation of the Fund’s financial
statements as well as the adequacy of the systems of internal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed the
Fund’s ability to continue as a going concern and disclosed, as applicable, matters relating to the use
of going concern basis of preparation of the financial statements. Nothing has come to the attention
of the Administrator to indicate that the Fund will not remain a going concern for at least the next

twelve months from the date of this statement.

Approval of the financial statements

~ 2022and

Xviil



REPUBLIC OF KENYA

Tdlephone: +254-(20) 3214000 HEADQUARTERS
E-mail: info@oagkenya.go.ke Anniversary Towers
Monrovia Street

Website: www,bagkenya.go.ke
OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100
NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON KISUMU COUNTY ALCOHOLIC DRINKS
CONTROL FUND FOR THE YEAR ENDED 30 JUNE, 2022

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS
Disclaimer of Opinion

| have audited the accompanying financial statements of Kisumu County Alcoholic Drinks
Control Fund set out on pages 1 to 37, which comprise of the statement of financial

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022



position as at 30 June, 2022, and the statement of financial performance, statement of
changes in net assets, statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.

| do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, | have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion
1. Presentation and Disclosure of the Financial Statements

Review of the annual report and financial statements submitted for audit revealed the
following inconsistencies.

i. The acronyms and glossary of terms page has been omitted.

ii. The Fund administration committee disclosure does not contain photos or indicate
whether the Board member is independent or an executive director and which
committee of the Board the member chairs where applicable.

iii. The Fund Management committee disclosure does not contain photos or provide a
concise description of each member’s date of birth, key academic and professional
qualifications, and work experience. In addition, the disclosure does not indicate the
main area of responsibility of each member.

iv. The statement of performance against County funds predetermined objectives,
cooperate governance statement, Management discussion and analysis,
environmental and sustainability reporting, statement of management
responsibilities, corporate governance statement and Management discussion and
analysis are not completed in respect to the Fund but contained details as per the
prescribed template.

v. The statement of financial performance and statement of financial position are
signed but do not reflect the ICPAK number of the Fund Accountant as required.

vi. Report of the trustees is not completed or signed as required.

vii. The statement of comparison of budget and actual amounts does not reflect budget
notes on variances between actual and budgeted amounts.

viii. Under significant accounting policies on budget information at page 12, date of
approval of the original budget by the County Assembly was not indicated.

In the circumstances, the financial statements do not comply with the template issued by
the Public Sector Accounting Standards Board (PSASB).

2. Lack of Trial Balance

The trial balance for the Fund as at 30 June, 2022 was not provided for audit verification
in support of the balances in the financial statements contrary to Paragraph 27 of the

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022
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International Public Sector Accounting Standards (IPSAS) 1 which requires financial
statements to present fairly the financial position, financial performance and cash flows

of an entity.

In the circumstances, Management contravened Paragraph 27 of the International Public
Sector Accounting Standards (IPSAS) 1 and the basis and accuracy of the financial

statements balances could not be confirmed.

3. Fines, Penalties and Other Levies

The statement of financial performance reflects fines, penalties and other levies amount
of Kshs.18,719,720 which, as disclosed in Note 3 to the financial statements relates to
license fees collected during the year under review. Further, the Fund Management did
not present a register of bars and restaurants operating in the County for audit. In addition,
Management did not indicate how each category of the licenses was charged.

In the circumstances, the accuracy and completeness of the reported revenue of
Kshs.18,719,720 could not be confirmed.

4. Failure to Disclose Non-Current Assets in the Statement of Financial Position

Review of the report of the Fund Administrator indicates fully implemented and
commissioned male dormitory costing Kshs.3,000,000, equipping of Nyangoma
Rehabilitation Centre costing Kshs.1,000,000 and construction of four (4) door toilet
costing Kshs.2,000,000. However, the following weaknesses were noted:

Vi,

The capital projects included in the report of the Fund Administrator and their values
have not been disclosed under property, plant and equipment.

Management did not provide a status report for the reported projects as at
30 June, 2022 for audit.
Although an assets register was maintained, it lacked details which include

accounting code of the asset, identification number, location, cost, depreciation rate,
accumulated depreciation, depreciation charge for the year and net book value of

the assets.
Physical verification carried out in November, 2023 revealed that the projects had
not been commissioned as indicated in the Fund Administrators report. In addition,
the paint on the male dormitory wall was peeling off and cracks developing on the
walls which was an indication of poor workmanship.

Review of payment vouchers revealed that a total amount of Kshs.999,880 was paid
to a firm in respect of equipping Masogo Nyangoma Rehabilitation Centre. However,
physical verification revealed that no inventory as well as standard assets register
were maintained to record these items. Further, the items were not tagged for the

purpose of identification and accountability.
A total amount of Kshs. 1,098,500 was paid to a firm for supply of 2 executive chairs,

2 executive tables and 23 visitors chairs for Headquarter Offices. However, the
inventory as well as standard assets register were not maintained to record these

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022

3



items. The items were also not tagged for the purpose of identification and
accountability. '

In the circumstances, the accuracy and completeness of the statement of financial
position could not be confirmed.

5. Unsupported Cash and Cash Equivalents

The statement of financial position reflects a balance of Kshs.3,066,677 in respect to cash
and cash equivalents and as disclosed in Note 11 to the financial statements. However,
the bank reconciliation statement and board of survey report were not provided for audit.

In the circumstances, the accuracy and completeness of cash and cash equivalents
balance of Kshs.3,066,677 could not be confirmed.

6. Unsupported Expenditure on Use of Goods and Services

The statement of financial performance reflects an amount of Kshs.19,956,083 in respect
to use of goods and services and as disclosed in Note 7 to the financial statements.
However, no ledgers and schedules were provided for audit verification. Further, general
office expenses of Kshs.12,955,228 includes an amount of Kshs.3,176,660 which
represents payments that were not adequately supported and accounted for. In addition,
the cashbook revealed that an amount of Kshs.488,922 was paid to a firm. However, no
payment voucher was provided in support of the payment.

In the circumstances, the accuracy and completeness of use of goods amount of
Kshs.19,956,083 could not be confirmed.

7. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted revenue
totaling to Kshs.22,610,000 against actual revenue of Kshs.18,719,720 resulting to an
under collection of Kshs.3,890,280 or 17% of the budget. Similarly, the statement reflects
total expenditure budget of Kshs.22,596,000 against an actual expenditure of
Kshs.19,956,083 resulting to an under-expenditure of Kshs.2,639,917 or 12% of the
budget.

The under-collection and under expenditure is an indication that some activities in the
annual work plan were not implemented which may have affected service delivery to the
residents of Kisumu County.

8. Late Submission of Financial Statements

Kisumu County Alcoholic Drinks Control Fund annual report and financial statements for
the year ended 30 June, 2022 were submitted to the Office of the Auditor-General on
15 November, 2023 which is approximately 13 months late. This is contrary to
Section 47(1) of the Public Audit Act, 2015 which states that the financial statements
required under the Constitution, the Public Finance Management Act, 2012 and any other
legislation, shall be submitted to the Auditor-General within three months after the end of
the fiscal year to which the accounts relate.

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022
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In the circumstances, Management was in breach of the law.
9. Failure to Establish Rehabilitation Facilities in Administrative Wards

Review of records provided revealed that the Fund had not established treatment and
rehabilitation facilities and programs for persons dependent on alcoholic drinks in the
thirty-five (35) wards out of the thirty-six (36) wards in the County. This is contrary to
Section 5(1)(a) of the Kisumu County Alcoholic Drinks Control Act, 2014 which requires
the Fund in collaboration with other relevant County and National Government agencies
to establish treatment and rehabilitation facilities and programs for persons dependent on

alcoholic drinks in all wards.

In the circumstances, the Fund Management was in breach of the law and the Fund may
not achieve its objective of promotion of research, treatment and rehabilitation of persons

dependent on alcoholic drinks.
10. Lack of a Strategic Plan for the Fund

Review of the records revealed that the Fund does not have a strategic plan and it is not
clear how Management will work towards attaining the vision for the future and identify
the Fund's goals and objectives. This was contrary to Section 4(2)(e) of the Kisumu
County Alcoholic Drinks Control Act, 2014 which requires the Fund to carry out research
directly or in collaboration with other institutions and serve as the repository of data and
statistics related to alcoholic drinks control, develop in collaboration with other County
and National Government departments strategies and plans for implementing this Act and
control of alcohol abuse and any other relevant National legislation and coordinate and

support their implementation.
In the circumstances, Management was in breach of the law.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

| do not express a conclusion on the lawfulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, | have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my

audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

| do naot express a conclusion on the effectiveness of internal controls, risk management
and governance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for Disciaimer of Opinion section of

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022
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my report, | have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit conclusion.

Responsibilities of Management and those Charged with Governance

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

In preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

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

In 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 Management 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 overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
International Standards of Supreme Audit Institutions (ISSAls) and to issue an auditor's
report that includes my opinion in accordance with the provisions of Section 48 of the
Public Audit Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. However, because of the matters described in the Basis for Disclaimer of
Opinion section of my report, | was not able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these financial statements.

In addition, my responsibility is to express a conclusion about whether, in all material
respects, the activities, financial transactions and information reflected in the financial
statements are in compliance with the authorities that govern them, and that public
resources are applied in an effective way, in accordance with the provisions of
Article 229(6) of the Constitution and submit the audit report in compliance with

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022
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Article 229(7) of the Constitution. | also consider internal control, risk management and
governance processes and systems in order to give an assurance on the effectiveness
of internal controls, risk management and governance in accordance with the provisions
of Section 7(1)(a) of the Public Audit Act, 2015 and submit the audit report in compliance

with Article 229(7) of the Constitution.

However, because of the matters described in the Basis for Disclaimer of Opinion section
of my report, | was not able to obtain sufficient appropriate audit evidence to provide a
basis for an audit conclusion on lawfulness and effectiveness in use of public resources,

and on effectiveness of internal controls, risk management and governance.

| am independent of the Kisumu County Alcoholic Drinks Control Fund Management in
accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical responsibilities
in accordance with the ISSAIl and in accordance with other ethical requirements

applicable to performing audits of financial statements in Kenya.

FM@CBS

AUDITOR-GENERAL

Nairobi

08 March, 2024

Report of the Auditor-General on Kisumu County Alcoholic Drinks Control Fund for the year ended 30 June, 2022
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13. Statement of Financial Performance For The Year Ended 30thJune 2022

Revenue From Non-Exchange Transactions

Public Contributions and Donations

1 . i

Transfers From the County Government

2 " "

Fines, Penalties and Other Levies

3 18,719,720 15,269,400

18,719,720 15,269,400

Revenue From Exchange Transactions

Interest Income

Other Income

Total Revenue

18,719,720 15,269,400

Expenses

Employee Costs

Use of goods and services

19,956,083.10 11,146,359.40

Depreciation and Amortization Expense

Finance Costs

Ol |w|a

Total Expenses

19,956,083.10 11,146,359.40

Other Gains/Losses

Gain/Loss on Disposal of Assets

10 - *

Surplus/(Deficit) For The Period

(1,236,363.10) 4,123,040.60

(The notes set out on pages xxx to xxx form an integral part of these Financial Statements)

Name:
Administrator of the Fund

\
lutou.n’.oh.lh.ll.i‘c.

Name:
Fund Accountant
ICPAK Member Number:

/1 A )
sesevssssdnsdiseisbaascses



Kisumu County Alcoholic Drinks Control Fund

Annual Report and Financial Statements for the year ended June 30, 2022

14. Statement of Financial Position As At 30 June 2022

Assets

Current Assets

Cash and Cash Equivalents

11

3,066,677.50

4,303,040.60

Current Portion of Long- Term Receivables From
Exchange Transactions

12

Prepayments

13

Inventories

14

3,066,677.50

4,303,040.60

Non-Current Assets

Property, Plant and Equipment

15

Intangible Assets

16

Long Term Receivables from Exchange Transactions

12

Total Assets

3,066,677.50

4,303,040.60

Liabilities

Current Liabilities

Trade and Other Payables from Exchange Transactions

17

Provisions

18

Current Portion of Borrowings

19

Employee Benefit Obligations

20

Non-Current Liabilities

Non-Current Employee Benefit Obligation

20

Long Term Portion of Borrowings

19

Total Liabilities

Net Assets

Revolving Fund

Reserves

4,303,040.60

180,000

Accrued Surplus/Deficit

(1,236,363.10)

4,123,040.60

Total Net Assets and Liabilities

3,066,677.50

4,303,040.60




Kisumu County Alcoholic Drinks Control Fund
Annual Report and Financial Statements for the year ended June 30, 2022

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on

2022and signed by:

Qr?ﬂz ..... ... e Sl onti.. Linddund...

Name:

Administrator of the Fund Fund Accountant
ICPAK Member Number:



Kisumu County Alcoholic Drinks Control Fund

Annual Report and Financial Statements for the year ended June 30, 2022

15. Statement Of Changes in Net Assets for the year ended 30" June 2022

Balance As At 1 July 2021

Balance As At 1 July 2020 - 180,000 180,000

Surplus/(Deficit) For the

Period - 180,000 180,000

Funds Received During the

Year - 4,123,040.60 | 4,123,040.60

Transfers - -

Revaluation Gain - - -

BalanceAsAt30 June 2021 - 4,303,040.60 4,303,040.60
- 4,303,040.60 | 4,303,040.60

Surplus/(Deficit)For the
Period

(1,236,363.10)

(1,236,363.10)

Funds Received During the
Year

Transfers -
Revaluation Gain - - -
BalanceAsAt30 June 2022 - 3,066,677.50 3,066,677.50
(Provide details on the nature and purpose of reserves)
@E&LCOM .................................................
Name: Name
Administrator of the Fund Fund Accountant
ICPAK Member Number:
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16. Statement Of Cash Flows Of or The Year Ended 30 June 2022

Cash flows from operating activities

Receipts

Public contributions and donations

Transfers from the county government

Interest received

Receipts from other operating activities

18,719,720.00

15,269,400

Total receipts

18,719,720.00

15,269,400

Payments

Fund administration expenses

General expenses

19,956,083.10

11,146,359.40

Finance cost

Other payments

Net cash flows from operating activities

21

(1,236,363.10)

4,123,040.60

Cash flows from investing activities

Purchase of property, plant, equipment and
Intangible assets

Proceeds from sale of property, plant& equipment

Proceeds from loan principal repayments

Loan disbursements paid out

Net cash flows use disinvesting activities

Cash flows from financing activities

Proceeds from revolving fund receipts

Additional borrowings

Repayment of borrowings

Net cash flows used in financing activities

Net increase/(decrease)in cash & cash
Equivalents

(1,236,363.10)

4,123,040.60

Cashandcashequivalentsat1july 2021

11

4,303,040.60

180,000.00

Cashandcashequivalentsat30 June 2022

11

3,066,677.50

4,303,040.60
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(IPSAS 2 allows an entity to present the cash flow statement using the direct or indirect method
but encourages the direct method. PSASB also recommends the use of direct method of cash flow
preparation. The above illusiration assumes direct method)

Q&‘Sicoléam- ..... WO ... O cindée

Name: Name:
Administrator of the Fund Fund Accountant
ICPAK Member Number:
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17. Statement Of Comparison Of Budget And Actual Amounts For The Period Ended 30™ June 2022

Revenue

Kshs

Kshs

Kshs

Kshs

Kshs

Public Contributions And
Donations

Transfers From County Govt.
Interest Income

Other Income

22,610,000

22,610,000

18.719,720

3,890,280

82,8

Total Income

22,610,000

22,610,000

18,719,720

3,890,280

82.8

Expenses

Fund Administration
Expenses

General Expenses

22,596,000

22,596,000

19,956,083.10

2,639,916.90

88.3

Finance Cost

Total Expenditure

22,596,000

22,596,000

19,956,083.10

2,639,916.90

88.3

Surplus For The Period

14,000

14,000

(1,236,363.10)

(1,222,363.10)

Budget notes
I

2.
other causes. (IPSAS 24.29)

Provide explanation of differences between actual and budgeted amounts (10% over/ under) IPSAS 24.14

counting basis(budget is cash basis, statement of financial performance is accrual) provide a reconciliation.

Provide an explanation of changes between original and final budget indicating whether the difference is due to reallocations or

Where the total of actual on comparable basis does not tie to the statement of financial performance totals due to differences in ac
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18. Notes to the Financial Statements

1. General Information

Kisumu County Alcoholic Control Fund is established by and derives its authority and
accountability from Kisumu County Alcoholic Drinks Control Act of 12" August 2014. The
entity is wholly owned by the Kisumu County Government and is domiciled in Kenya. The
entity’s principal activity is to control production, sale, distribution, promotion and use of
alcoholic drinks. Besides that, the entity conducts research, treatment and rehabilitation of
persons affected by alcoholic drinks.

The Fund’s objective is to meet the Capital and Recurrent expenditure relating to the mandate

of the Fund as stipulated in the Kisumu County Alcoholic Drinks Control Act 2014.

2. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). 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.

3. Adoption of new and revised standards

(i) Relevant new standards and amendments to published standards effective for the
year ended 30 June 2022

IPSASB deferred the application date of standards from 1¥ January 2022 owing to Covid 19.

This was done to provide entities with time to effectively apply the standards. The deferral was

set for 1% January 2023.

(ii) New and amended standards and interpretations in issue but not yet effective in the
ear ended 30 June 2022

IPSAS 41: Financial | Applicable: 1** January 2023:
The objective of IPSAS 41 is to establish principles for the financial

Instruments
reporting of financial assets and liabilities that will present relevant

and useful information to users of financial statements for their
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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.

(State the impact of the standard to the Entity if relevant)

IPSAS 42: Social
Benefits

Applicable: 1% January 2023
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.

(State the impact of the standard to the Entity if relevany)
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Amendments to Applicable: 1st January 2023:

Other IPSAS a) Amendments to [PSAS 5, to update the guidance related to

the components of borrowing costs which were inadvertently

resulting from
IPSAS 41, Financial omitted when IPSAS 41 was issued.
b) Amendments to IPSAS 30, regarding illustrative examples

on hedging and credit risk which were inadvertently omitted

Instruments

when IPSAS 41 was issued.
¢) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantee contracts which were
inadvertently omitted when IPSAS 41 was issued.
Amendments to IPSAS 33, to update the guidance on classifying
financial instruments on initial adoption of accrual basis [PSAS
which were inadvertently omitted when IPSAS 41 was issued.

(State the impact of the standard to the Entity if relevant)

Other improvements | Applicable I* January 2023
to IPSAS e IPSAS 22 Disclosure of Financial Information about the General

Government Sector.
Amendments to refer to the latest System of National Accounts (SNA
2008).
e [PSAS 39: Employee Benefits
Now deletes the term composite social security benefits as it is no
longer defined in IPSAS.

e IPSAS 29: Financial instruments: Recognition and

Measurement
Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 41 which is applicable from 1* January 2023.
State the impact of the standard to the Entity if relevant

IPSAS 43 Applicable I January 2025
The standard sets out the principles for the recognition, measurement,

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

lessees and lessors provide relevant information in a manner that

faithfully represents those transactions. This information gives a

10
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atements to assess the effect that leases

basis for users of financial st

have on the financial position, financial performance and cashflows

of an Entity.
The new standard requires entities to recognise, measure and present
information on right of use assets and lease liabilities.

State the impact of the standard to the Entity if relevant

IPSAS 44: Non- Applicable 1 January 2025

Current Assets Held | The Standard requires,
Assets that meet the criteria to be classified as held for sale to be

for Sale and
Discontinued measured at the lower of carrying amount and fair value less costs to
Operations sell and the depreciation of such assets to cease and:

Assets that meet the criteria to be classified as held for sale to be
presented separately in the statement of financial position and the
results of discontinued operations to be presented separately in the

statement of financial performance.

State the impact of the standard to the Entity if relevant

(iii)Early adoption of standards

The entity did not early — adopt any new or amended standards in year 2022.

11
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4. Significant Accounting Policies
a) Revenue recognition
i. Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the entity and can be measured reliably.

ii. Revenue from exchange transactions

Interest income

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

interest income each period.

b) Budget information
The original budget for FY 2021-2022was approved by the County Assembly on XXxx.

Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the Fund recorded additional
appropriations of xxxxx on the FY 2021-2022budget following the governing body’s approval.

The entity’s budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial performance,
whereas the budget is prepared on a cash basis. The amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassified by presentation to be on the same
basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of

budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of

the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section xxx of these financial statements.

12
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Summary Of Significant Accounting Policies (Continued)

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

impairment losses. Costincludes 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 entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its costis
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.

d) Intangible Assets

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

assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

The useful life of the intangible assets is assessed as either finite or indefinite.
e) Financial instruments

Financial assels

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement 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 Entity determines the classification of its financial assets at initial recognition.

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.

13
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Summary Of Significani Accounting Policies (Continued)

Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Entity 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, lessimpairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and feesor costs that are an integral part
of the effective interest rate. The losses arising from impairment are recognizedin surplus or

deficit.

Impairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or a entity offinancial assets is impaired. A financial asset or a entity 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 after the initialrecognition of the asset (an incurred ‘loss
event’) and that loss event has an impact on the estimated future cashflows of the financial
asset or the entity of financial assets that can be reliably estimated. Evidence of impairmentmay

include the following indicators:

» The debtors or a entity of debtors are experiencing significant financial difficulty

» Default or delinquency in interest or principal payments
» The probability that debtors will enter bankruptcy or other financial reorganization
»

Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)

Financial liabilities

Initial 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 Entity 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.

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.

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.

14
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Summary Of Significant Accounting Policies (Continued)

i) Inventories

Inventory 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 conditions are accounted for,

as follows:

» Raw materials: purchase cost using the weighted average cost method

» Finished goods and work in progress: cost of direct materials and labour and a proportion
ofmanufacturing 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 theextent that a class of inventory is distributed or deployed at no charge or for a
nominal charge, that class ofinventory 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 ofcompletion and the estimated costs necessary to make the sale, exchange, or
distribution.

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

g) Provisions

Provisions are recognized when the Entity 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.

Where the Entity expects some or all of a provision to be re imbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain.

The expense relating to any provision is presented in the statement of financial performance
net of any reimbursement.

Contingent liabilities

The Entity 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.

12
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Summary Of Significant Accounting Policies (Continued)

Contingent assets

The Entity 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 Entity in the notes to the financial statements.
Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset’s value can be measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in

which the change occurs.

h) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. Entity to state the
reserves maintained and appropriate policies adopted.

i) Changes in accounting policies and estimates

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

impractical.
1)) Employee benefits— Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate entity (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become

payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.
The defined benefit funds are actuarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump
sum payments reduce the post-employment benefit obligation.

k) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange differences arising from the settlement of creditors, or from the reporting
of creditors at rates different from those at which they were initially recorded during the period,
are recognized as income or expenses in the period in which they arise.
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Summary Of Significant Accounting Policies (Contin ued)

)] Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment .Such borrowing costs are capitalized over the period during which the asset is being
acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of

financial performance.
m) Related parties

The Entity 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 Entity, or vice versa.
Members of key management are regarded as related parties and comprise the directors, the

CEO and senior managers.

n) Cash and cash equivalents

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

the end of the financial year.

0) Comparative figures

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

P) Events after the reporting period

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

q) Ultimate and Holding Entity

The entity is a County Public Fund established by xxx Act (state the legislation establishing
the Fund) under the Ministry of xxx. Its ultimate parent is the County Government of XXX.

r) Currency

The financial statements are presented in Kenya Shillings (Kshs).
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Summary Of Significant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

e Entity's financial statements in conformity with IPSAS requires
estimates and assumptions that affect the reported amounts
and the disclosure of contingent liabilities, at the
estimates could

The preparation of th
management to make judgments,
of revenues, expenses, assets and liabilities,
end of the reporting period. However, uncertainty about these assumptions and
result in outcomes that require a material adjustment to the carrying amount of the asset or

liability affected in future periods.

State all judgements, estimates and assumptions made e.g.

The key assumptions concerning the future and other key

a) Estimates and assumptions —
cant risk of causing a

sources of estimation uncertainty at the reporting date ,that have a signifi
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Entity 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 Entity. Such changes are reflected in the

assumptions when they occur. IPSAS 1.140.

b) 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:

» The condition of the asset based on the assessment of experts employed by the Entity

» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes

» The nature of the processes in which the asset is deployed
» Availability of funding to replace the asset

» Changes in the market in relation to the asset

¢) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note Xxx.

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.

(Include provisions applicable for your organisation e.g provision for bad debts, provisions of
obsolete stocks and how management estimates these provisions)
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6. Notes To The Financial Statements

1. Public contributions and donations

Donation From Development Partners

Contributions From The Public

Total

(Provide brief explanation for this revenue)

2. Transfers from County Government

Transfers From County Govt. —Operations

Payments By County On Behalf Of The Entity

Total

3. Fines, penalties and other levies

Late Payment Penalties
Licenses 18,719,720 15,269,400
Total 18,719,720 15,269,400

(Provide brief explanation for this revenue)

4. Interestincome

Interest Income From Mortgage Loans

Interest Income From Car Loans

Interest Income From Investments

Interest Income On Bank Deposits

Totallnterest Income

(Provide brief explanation for this revenue)
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Notes to the Financial Statements Continued

5. Other income

Insurance Recoveries

Income From Sale Of Tender Documents

Miscellaneous Income

TotalOtherIncome

income should be used to recognise income not elsewhere classified).

6. Employee Costs

Salaries And Wages

(NB: All income should be classified as far as possible in the relevant classes and other

Staff Gratuity

Staff Training Expenses

Social Security Contribution

Other (Specify)

Total

7. Use of Goods and Services

Printing And Stationery

General Office Expenses 12,955,228.10 10,790,416
Loan Processing Costs -
Professional Services Costs b
Administration Fees =
Committee Aliowances 256,000
Bank Charges 38,860 16,383
Electricity And Water Expenses -
Fuel And Qil Costs 500,000 300,000.40
Insurance Costs -
Postage And Courier -
439,900 39,560
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Rental Costs

Security Costs

Telephone And Communication Expenses
Bank Charges

Audit Fees

Provision For Doubtful Debts
Infrastructure and Civil works

Total

5,766,095.00
19,956,083.10 | 11,146,359.40

8. Depreciation and Amortization Expense

Property Piant and Equipment
Intangible Assets
Total

9, Finamnce costs

Interest On Bank Overdrafts -

Interest On Loans From Banks

Totzi - =

10. Gain/(loss) on disposal of assets

Property ,Plant And Equipment

Intangible Assets
Totz
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Notes to the Financial Statements Continued

11. Cash and cash equivalents

(A5

taleld {HORT

Xxx Car Loan Account

Xxx County Mortgage Account

Fixee Depusits Account

On — Cali Deposits

Current Account 3,066,677.50 4,303,040.60
Others
Totat Casin And Cash Equivalents 3,066,677.50 4,303,040.60

(The ameunt shovid agree with the closing and opening balances as included in the statement

of cash flows)

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

a) Fixed Deposits Account

Kenve Commercizl Rank

Equ iy Rank, Ere.

Sub- Totai

b) On - Cail Deposits

sonmercial Bank

Sub- Tcial

¢) Current Account

1165988372 3,066,677.50

4,303,040.60

_Bank B

Sub- Total

3,066,677.50

4,303,040.60

| d) OthersiSpwifyy

Cash In Transit

Cash In Hand

Sub- Total

Gl‘and Totzl

3,066,677.50

4,303,040.60
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12. Receivables from exchange transactions

M

1 !\i';!_'ili o 1i l i ."‘l.\‘i

Current Receivables
Interest Receivable

Othg Exciw e Detiors
Less: irmmpairment Ailowance
Total Current Receivables

Total Non- Current Receivables

Total Receivables From Exchange Transactions
Additional disclosure on interest receivable

L '

Interest Roceivable
Interest receivable from current portion of long-term loans of
previous veare
[Acc 7+ :o ceceivable from of long-term loans of
predcLls yiais

Interest receivable from current portion of long-term loans
issued in the current year

Current loan repavments due

Currer rov o of 'nsag-term loans from previous years -
Accrued praicipal from long-terms loans from previous
periods . -

Current poition o f iong-term loans issued in the current year

13. Prepavincats

Prepaid Insurance

Prep: i Ticvicy Costs

Other P-zacy noate (Srecify)
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Total
14. Inventories

i R AN {F T

vl eporiandiEinan ;e

Consumabie Stores

Spare Parts And Meters

Careriny N
Other Linveniernies (Specify)

Total Invenrtories At The Lower Of Cost And Net
Realizable Value
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Notes To The Financial Statements (Continued)

15. Property, plant and equipment

 Additions L S 5 Ao R

Atttguy2e20 | S

Disposals

Transfers/Adjustmc_nts
At 30 June 2021

At 1*'July 2021

Additions

Disposals

Transfer/Adjustments

At 30" June 2022

Depreciation And Impairment -

At 19Tuly 2020

Depreciation

Impairment

At 30" June 2021

At 1"July 2021

Depreciation

Disposals

Impairment
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= RS & T = A W T TR < L
- -~ . L & G . o L

g ' 3 NI
g - & Tk Rt T e
~ ; : g

e - . .

Transfer/Adjustment = S _ : S
4 30" Jume 2022 i = _ : - .
. Net Book Values = . — -

At30™Jume2021 | . | D - .
At 30" June 2022 - a - = -
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Noies T T he Financial Statements (Continued)

16. I e.nsinle assets

”m‘-“.q et it ]

tes Fa. 11 i ce:

Caost

| At egiuaing O The Year - *
| Ao _ ; :
_A_ .'l-.,-;’tf-'. - -
Amm wzzdon Aud impairment » e
| At Bzginning Of The Year - -
| Amgitizon . -
| Ar Byl _T.“‘ - -
| Incihisn it LSS i - -
| At Bnd O_fllie_ _Yea. - -
[NBf : :
17. 7. < se.er sayables from exchange transactions

Balsne. A° - Eepaning Of The Year

i 3t g i e 4 -unt And Time Value

Trn : r-r_*ffj; il ~Currenr Provisions -
Bc..ull e y * Of The Year
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Notes T¢ The Tinzncial Statements (Continued)

19. Borrowings

"u“l’lc'li‘."l’ Rl

Balau"" p‘r b"‘gir n.ng of The Penod - =
Exwernai gor: owings During the Year - -
| Do:esiis wat, b During the Year . :
Reoavron 5 o f Txiernal Borrowings During the

Periot B -
Revayments O Laaestics Borrowings During the

Perioud = s
| Balance 811 0d of The Feviod : -

The tabie belcw shows the classification of borrowings into external and domestic borrowings:

Dolis- De.z»):aai“h.j‘{-t ".0zn From ‘X Organisation’ - o

Ste; "y, Peun’ Dorominzted Loan From °Y

(i~ - - -

- . - s —— —

Ev: o . : - rora 7 Organisation’ - :

DP}M :-.‘2 ll_'__'- K n" E;Q - -
‘unillLf Lean From kCB = =

Keov Loy Lo rom barclays Bank - »

Ko a4 iot Uomsolidated Bank - -

Borrow mg». ror g,men Government Institutions - -

Total Bal at l*_v_J Of The Year -

The iable neiow &h-;\'m the classification of borrowings long-term and current borrowings:

mgs(C

urrent Portion)

z e nen: showid te to note 18 totals. Current portion of borrowings are
thos:: varrowesmgs iqei are /J,:z_vable within one year or the next financial year. Additional
discionwre on werms of horrowings, nature of borrowings, security and interest rates should

o 4
be ¢ieciuses
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Notes To The Finaucial Statements (Continued)

20. Employee penefit obiigations

ania ReépurpandWiaancial Staten s

(1,236,363.10)

4,123,040.60

& ding Activities

(1,236,363.10)

4,123,040.60

23

cwena shouldd e to the cash flow section on net cash flows from
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Other Disclostires

22. Relatzd warty balances

a) Nature of related party relationships

= ether parties related to the Fund include those parties who have ability to
exercise conira! or exercise significant influence over its operating and financial decisions.
Raleiod partize melud: mavagement personnel, their associates and close family members.

The find/scheme is related to the following entities:

PRI e
CRLEE sl

a) The County Government;
by 1he Faten: Louaty Government Ministry;

Y KFed A HT T .
C) Rey Inziageinsal,

T SR LY L1 RSP ST
Uy suala O s, v

b) Kelated party irensactions

PR ASSLN 51 T0 1 1 L
FORES BN 8 S Sl

Transiers From Keiated Parties’

Traasfers To Related Parties

semdneration

o g g e veet Cormpensation

L A S
R O T SR PR
(Y 4 ]
fuit - J
™ v i
™. - w2 € rotire - 1 J -
UG b - Oy faovOTRInEN -
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Oshier Diactoseres Continued

&) Idue i reiaied parties

; ' y Ay Y ~)’z{‘:<..;' ‘ ; 7_ ;
Ak Wi ,i‘\‘ -f—' s/ B ow d'
annnareport andiEinancinlintaten,

WA Te Parear Ministy < -
- ———— =+ = ——— v
1 v M. rt - ’ "'n.-- .
Tl WMo oty Government - e
i vent Personned - -
o a g g R e
[ - -

4 A

C~ues Cuse Yoo 472inst The Fund -

18 wtigintals
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Other Disclosures Continued
24. Financial risk management

The Fund’s actividies expose it to a variety of financial risks including credit and liquidity
risks and eifects of changes in foreign currency. The Fund’s overall risk management
programme rocuses on unpredictability of changes in the business environment and seeks to
mitimise die potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The Pund does not hedge any risks and has in place policies to ensure that
credit is cnly extended to customers with an established credit history.

The Fund’s tHinanciai visk management objectives and policies are detailed below:

HIVI e T
. Pl TR RN
a) anbdiae ViSm

The Fund has =xposure to credit risk, which is the risk that a counterparty will be unable to
when due. Credit risk arises from cash and cash equivalents, and deposits

pay amounis in fulls
Witk harks aw well as trade and other receivables and available-for-sale financial

ITIVESTTIEHAS.

Maragement assesses the credit quality of each customer, taking into account its financial
positien, pact experience and other factors. Individual risk limits are set based on internal or
exrernal nsvasement in arcordance with limits set by the directors. The amounts presented in
Wi srateent oF fionciol position are net of allowances for doubtful receivables, estimated
entwy’s management based on prior experience and their assessment of the current

Ly che
cCononlic eqvironiment.

The cacrying conours of financial assets recorded in the financial statements representing the
e to credit risk without taking account of the value of any

Sniily 4 MAaXimail LXhosd

i€ i made up as foilows.

- 1
R LTI E
SN =2 H 54

Lo 3AI1EE

vy Non Exchange
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(NB. Zhe ‘oiais coivmn should tie to the individual elements of credit risk disclosed in the
entiry s sicierent of. Fnancial position)

The eustom s under rhe Tuily performing category are paying their debts as they continue
gy | he credy risk associated witn these receivables is minimal and the allowance for
we~Mantihls amcnnts that the entity has recognised in the financial statements is considered
adgcuate to cover any porentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from xxxx

sam4 afirsetves sets sae Funa s credit policies and objectives and lays down parameters

The b
w#hir »hick the varions asects of credit risk management are operated.

b) Lijuidiey risk inavagement

Ultimzie sespons hility for liquidity risk management rests with the Fund Administrator,
fy lias ook nn zppropriate liquidity risk management framework for the management of

- +Aion: and long-term funding and liquidity management requirements.
 +igx through continuous monitoring of forecasts and actual cash

S N -'. b
ARy

Ths wecie below represents cash fiows payable by the Fund under non-derivative financial
ks lizice &y hulr teikaiuing contractual rnaturities at the reporting date. The amounts
et 1o e iable a0 the contractual undiscounted cash flows. Balances due within 12

oz

pendl. . gual Gl car,ing balances, as the impact of discounting is not significant.

WA Lok

i 181 L e SRR b '} i
' “{liwi‘ﬂmﬁﬂ iR Or S lsy aiph i
i;Miw fetiote Samedclen n i aiu

4
= BE - 1) 4 .
At 348 duna 20277 I
T
N L . . %
" :_. ;:;(' i - ¥ hd
Einnio e 3anetit Obligation - - - -
5r_b._ s JE A ——
1 i i _ j ]
Cunon: ©ortios 2 Borrowings | - - - -
o s - i - - -
- - e ———— t
) i i - e .
1 gN. - i e borsd |
T
i o ! = = =
| o/ =T e f

¢) Viarke! risk
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Lo cwin place an internal audit function to assist it in assessing the risk faced
by the entity o1 2r ongoing basis, evaluate and test the design and effectiveness of its internal

accounting and O}Jt‘deOnc.I confrols.

Viark=i 1isk 15 the 118K arising lrom chariges in market prices, such as interest rate, equity
Prices ang :J-_":':E,-'! exchange rates which wil affect the entity’s income or the value of its
hc fhug ol Cabce! instruments. 1he objective of market risk management is to manage and

CORtiol matkel 1isk exposures within acceptable parameters, while optimising the return.
Overall tesponsibiiity for managing market risk rests with the Audit and Risk Management

Committee.

The [ued’s inance Department is responsible for the development of detailed risk
Fidiaanzal pohcies (subioct to review and approval by Audit and Risk Management
Comuniuse) znd {or tae da~o-day implementation of those policies.

§ ot

There hes been no change to the entity’s exposure to market risks or the manner in which it

manages and measures ihe risk.

VERE CudSreley S5k

o

The ety has fransactisnal currescy exposures. Such exposure arises through purchases of
c2s that are done in currencies other than the local currency. Invoices

denornive i in fareion currencies are paid after 30 days from the date of the invoice and

goalds znd servie
e ign
cosversicn ar the ime o) peymen: is done using the prevailing exchange rate.

The can g amoan. of the entity’s foreign currency denominated monetary assets and
Lasibities at the end of the reporting period are as follows:

FHOnSAry

Au o{, J.u.e LUz

L}\,bmn, feceivables

‘.\’:—. rovelgin Cariency Asset/(Llablllty) ; -
oxchange risk form future commercial transactions and
itivy by projec ng for expected sales proceeds and matching the

b |

A T gy

Lo
=~
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Foreigia currency sensifivivy analysis

The iollowing tzble demonsirates the effect on the Fund’s statement of financial
peciormerce on applyiag che sensitivity for a reasonable possible change in the exchange
rars 57 ihe thrse pzin frensaction currencies, with all other variables held constant. The

revers = world 2lse occur if the Kenya Shilling appreciated with all other variables held

gogsE.n..

A
Myrith /A

e
jJ e - -
e |
N/ ! - -
!
: i
3% - -
1} e : -
ﬁ. p '
i the Lo wtity”s financial condition may be adversely affected as
q ; 2+ roro lewele The entity’s interest rate risk arises from bank
¢ s st re cash Alow interest rate risk. The interest rate risk exposure
- Bl dy ie o1 o movements on the Fund’s deposits.

N ~ond Y 5 s gp ¥, refr
Mangemois of inierest rase risk

PT8 dhave B 2 oo nicitst ra s TiSK, MAr4gument has endeavoured to bank with institutions that
'y Ty
e wiiY
Tho e naalenss i Tmyerast rate exposure on a dynamic basis by conducting a sensitivity
(r 3 SR BN Lecireiniay the imgact on profit or loss of defined rate shifts. The
fE:7 1 JTis st rate rick assumes that all other variables, in particular foreign
@xghenge pgs mevait consiant, The analysis has been performed on the same basis as the
Vtn: no saw of e yuar Ogures, the sensitivity analysis indicates the impact on the
b oo O Cult pUdEess e s lasiane 1 current flozting interest rates increase/decrease by
SR 1 5 Jesrezseiincrease of KShs - (2022 KShs -). A rate
G o wass of 3% g0l rzsuli in a decrease/increase in profit before tax of KShs -
(PP W E
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. 12 ]
Al DL SO s I Fiaviad Sia

dy Cupital risk management

Phe yjective of tie Fund's capital risk management is to safeguard the Fund’s ability to
continue as a going concern. The entity capital structure comprises of the following funds:

}\e'/;mat‘ nreserve |

Revoivms_}‘ una
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Foltow Up Of Prior Year Auditor’s Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve
the various issues as shiown velow with the associated time frame within which we expect

thie juies 10 e resdiven.
i

Pl ol ow oSG S Lmnany il 18150 G il

orentsthaiiwereijeo \nlw LR R e

he d( q’\-%nuuf"ﬁ!(\ (SR wtrthith A s
ki (‘lhi ~l CHLGHAS {0

Radid CE fi
¢ e vwsibers gy coniciaed in the external audit report;
0 pian’ nd Cmanagement comments”, required above, from
4 it vegore thai 15 signed by Management,
¢/ Briw n £ sont, discuss the timeframe with the appointed Focal Point
wwanible for mplementation of each issue;
“ ei pr “Nar Resolved” by the date of submitting this



