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1. Acronyms and Glossary of Terms

a) Acronyms

BOM Board of Management

ICPAI«{I’ Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
PFM Public Finance Management

PSASB Public Sector Accounting Standards Board

Kshs Kenya Shillings

|b) Glossary of Terms
Fiduciary Management The key management personnel who had financial responsibility

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

d Information and Management

und information

ounty Alcoholic Drinks Control Fund is established by and derives its authority and
accountability from the Alcoholic and Drinks Control Act 2015. The Fund is wholly owned by the
County Government of Homa Bay, Department of Trade, Industrialization, Tourism,
&Cooperative Development & Marketing and is domiciled in Kenya.

a) Backg
Homa Bay

Objectives|of the Fund
The fund’s|object and purpose is to provide for the licensing of alcoholic drinks by the County
Government pursuant to Part H of the Fourth Schedule to the Constitution so as to control the
production, sale, distribution, promotion and use of alcoholic drinks and the promotion of research,
treatment and rehabilitation for persons —
i Protect the health of the individual in the light of the dangers of excessive consumption of
alcoholic drinks;
ii.  Protect persons under the age of eighteen years from negative impact on health and social
development from exposure to advertisements of alcoholic drinks;
i, Protect consumers of alcoholic drinks from misleading or deceptive inducements and
inform them of the risks of excessive consumption of alcoholic drinks;
iv. 2015 Homa Bay County Alcoholic Drinks Control No. 8 Protect the health of persons under
the age of eighteen years by preventing their access to alcoholic drinks Inform and educate
residents in the County on the health, social and economic consequences of the
consumption of alcoholic drinks;
v.  Adopt and implement effective measures to eliminate illicit trade in alcohol including
ggling, illicit manufacturing and counterfeiting;
vi.  Ensure fair and ethical business practices related to production, distribution, promotion and
scale of alcoholic drinks;
vii., Reduce and mitigate the negative health, social and economic impact on communities
ulting from production, sale and consumption of alcoholic drinks;
viii.  Promote fair trade practices.

b) Principal Activities

The principal activity/mission/ mandate of the Fund 1s to:

i Issue the licences in accordance to the act

ii.  Curry out public education on alcoholic drinks control in the county directly and in
collaboration with other public or private bodies and institutions

iil.  Facilitate citizen participation in matters that relate to alcoholic drinks and drug
abuse in accordance to the framework for citizen participation established under
County Government and National Government legislations

iy,  Facilitate and promote in collaboration with other county and National government
institutions the establishment of treatment and rehabilitation facilities and programs
v.  Curry out research directly or in collaboration with other institutions and serve as

the repository of data and statistics related to alcoholic drinks and drug abuse control;
and maintain a register of alcoholic license within the county

vii  Develop in collaboration with other County and National government departments
strategies and plans for implementing this Act and any other relevant National

v
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legislation relating to control of alcohol abuse and coordinate and support their
implementation

vii. | Advise the executive member generally on the exercise of his/her powers and
functions under the Act, and in particular on County policies and laws to be adopted
in regards to the production, manufacture, sale and consumption of alcoholic drinks
viii. | In collaboration with other relevant County departments prepare and submit an
alcoholic drinks status report bi- annually in the prescribed manner to the executive
member which shall be transmitted to the County Executive Board and County
assembly

ix. | Recommend to the executive member the formulation of laws and regulations related
to alcoholic drinks.

x. | Monitoring and evaluating the implementation of the Act including the operation of
the sub county committees and advising the executive member on the necessary
measures to be adopted

xi. | In collaboration with other County sub- board and enforcement board prepare and
submit to the executive on quarterly basis, an alcohol abuse control status report
containing such matters as may be specified by the executive member

xii. | Curry out such other roles necessary for the implementation of the objects and
purpose of the Act and perform other such functions as may, from time to time, be
assigned by the executive member

SOURCE OF FUNDS
The Fund shall consist of-
a) uch monies as may be appropriated by the County assembly;
b) uch license and other fees as may be payable under this Act;
c) ch sums received, including contributions, gifts or grants from or by way of
testamentary bequest by any person;
d) onies earned or arising from any investment of the fund;
e) 11 other sums which may in any investment of the fund;
) | other sums which may in any manner become payable to, or vested in the fund

EXPENDITURE OF THE FUND

The Fund shall be used for meeting the capital and recurrent expenditure relating to-
a) Carrying out the functions of the committee stipulated under section 4;
b) Assisting in the operations of the sub-county committees;
c) Any other matter incidental to the matters stated in paragraph (a) and (b).

¢) Boardof Trustees/Fund Administration Committee

Establishment of Committee

There is established a committee to be known as the Alcoholic Drinks Control Committee which
shall be inthe department of Trade, Industrialization, Cooperatives and Investment.

The Homa Bay County Alcoholic Drinks Control Committee under the department of Trade,
Industrialization, Cooperatives and Investment shall consist of the following-
i.  Theé Chief Officer, Department of Trade ,Industrialization, Cooperatives and Investment
who shall be the chairperson
ii.  The officer for the time being in charge of County Public Health;
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11i.
1v.

VI
Vil.
Vil
X

XI.

‘officer commanding Kenya Police services in the County;

lofficer responsible for coordination of national government functions in the county
(County Commissioner);

One officer designated by the Committee who shall be the Secretary who shall be an ex-
offi¢io member;

Diréctor Trade;

Thelofficer for the time being responsible physical planning in the county;,

One officer designated by the county director of education;,

Eight resident of the County, one per sub-county appointed by the Executive member
through a competitive process in accordance with the prescribed rules, one of whom shall
be the Co-Chair/

All the sub county Trade officers

All the sub county Administrators

For the period ending 30™ June 2023, the membership of the committee was as sawn

below: . ) - -

Ref | Nime L R s e A g
1 Jo};h ua Orero Chief Officer Trade / Chairperson
9 Beb Onimo Co-Chairperson
3 Eyerlyne L. Akinyi Member |
4 Beatrice Adhiambo Member
5 Lilian Akinyi Odoyo Member
6 Dick Orwa Omollo Member
7 Jaseph Ogwang R Member
8 George Frank Okoth Bor Member
9 Edward Odhiambo Member
10 The County Commissioner Member
11 Representative from DCC’s office Member

The officer commanding Kenya Police | Member
12 Service in the county

#prcsenlaﬁve from County Public | Member
13 ealth Department

%Presentative from County Education | Member
14 ice

epresentative from County physical | Member
15 lanning office
16 director Trade or his/ her representative | Member
ne officer designated by the Board as an | ex-officio member/ secretary

17 -officio member J

| Vi

|
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d) Key Management

| Ref | e e R Position AR T

1 Polycarp Okombo CEC Trade — Member
o Jo#ua Orero Chief Officer Trade- Chairperson
3 Bob Onimo Co-Chair
4 Sam Owiyo Director Trade

|

|

I

|

l

|

|

|

|

|

|

|

Vil
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Administr

ion of the Fund

The Fund §s administered by the chairperson of the committee (Chief Officer Trade,

Industrializ

ion, and Cooperative Development & Investment).

The chairperson may, with the approval of the Executive member (CECM Trade) for the time
being responsible for finance, invest or place on a deposit account any of the monies of the fund
and any interest earned on the monies so invested or deposited shall be placed to the credit of the

Functions of the administrator of the fund shall be to:

v,

Vii.

viil,

X1

ise and control the administration of the fund;

impgse  conditions on  the  use of any  expenditure  personally
authorized and may impose any restriction or other requirements concerning use of
expenditure;

ensure the earnings of, or accruals to the fund are retained in the fund, unless the county
exedutive member for finance and economic planning direct otherwise;

ensure that money held in the fund, including any earnings or accruals in paragraph (c) is
only for the purposes for which the fund is established,

cause to be kept proper, books of account and other books and records in relation to the
Fund as well as to all the various activities and undertakings of the Funds;

prepare, sign and  transmit  through  the executive ~ member  for
hce to the Auditor General in respect of each financial year and within three (3) months
end thereof, a statement of accounts relating to the Fund in accordance with the Public
it Act , 2003 and in such details as the County Treasury may from time to time direct;
ish such  additional information as may be required  for
ination and audit by the Auditor General or under any law;

ensire = that the accounts of the fund and  annual financial
statements relating to those accounts comply with the
accounting standards prescribed and established by the
Acgounting Standards Board from time to time;

ent financial statements to the County Assembly;

designate  such  staff as may be necessary 1o assist in  the
management of the Fund provided that such staff shall work in the department of Trade,
strialization, Cooperatives and Investment,

Publish and publicize the fund and usage of money through the fund

Vil
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e) Registered Offices

Homa Bay County Alcoholic Drinks Control Fund

P.O. Box 21

Department'of Trade, Industrialization & Enterprise Development office
Behind County Commissioner Office Block

Homa Bay
KENYA

f) Fund Contacts
C.O Trade, Industrialization: Telephone: (254) 722739501

E-mail: hbegtrade22@gmail.com
Website:

g) Fund Bankers

Equity Bank (K) Ltd- Homa Bay Branch

Nairobi, Kenya

i) Principal Legal Adviser
The County Attorney

Homa Bay County Headquarters
P.O.Box

Homa Baj

i) The Attorney General
State LawOffice
Harambee Avenue

P.O. Box 40112

City Square 00200
Nairobi, Kenya

X
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3. Board of I'rustees/ Fund Administration Committee

Establishment of the Committee

There is established a Commuttee to be kno
shall be in the/department of Trade, In

wn as the Alcoholic Drinks Control Committee which
dustrialization, Cooperatives and Investment.

Homabay County Alcoholic Drinks Control Committee under the department of Trade, Marketing,

Tourism and Industrialization.

For the period ending 30" June 2023, the Committee was

constituted.
Ref N'anllt _W 5 Position il J
1 Joshwa Orero Chief Officer Trade / Chairperson
2 Bob Onimo Co-Chairperson
3 Everlyne L. Akinyi Member
H4 Beatrice Adhiambo Member - ’ﬂ——‘{
5 Lilian Akinyi Odoyo Member
6 Dicl} Orwa Omollo - Member R =
7 Josebh Ogwang Member J
g Geo}'ge Frank Okoth Bor Member
9 Edward Odhiambo Member =
10 The County Commissioner Member R
11 Representative from DCC’s office | Member R '—_J
:I'hj officer commanding Kenya Police Member
12 Seryice in the county o
Representative from County Public Member
13 Health Department B o o
Reg)resentative from County Education | Member
14 | office I _
Riresentative from County physical | Member
15 planning office B N .
16 Ditector Trade or his/ her representative Member

One officer designated by the Board as an
exdofficio member

ex-officio member/ secretary
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4. Fund Chairperson’s Report

The Homa Bay County Alcoholic Drinks Control Fund has in its functions of controlling quality
of liquor produced and sold, controlling consumption of liquor, mitigating the adverse effect of
excess intake jof alcoholic drinks as well as protecting the public against operations of bars near
schools and other prohibited areas, has in the financial year 2022-2023 achicved a milestone in
¢omparison td previous years.

The fund chaiged its structure by including all the Sub County Administrators and Trade officers
to be membets of the board both at the County and the Sub county levels. This was to bring the
scrvices of the board closer to the people by also involving the DCC, OCPD, Chiefs and Ward
Administratogs in operations of the board.

In review of the routine functions, the board in collaboration with partners and other stakeholders
has a planned|to set up a treatment and rehabilitation centre in Homa Bay. This plan will boost the
lives and social stature of the affected individuals in the county once implemented.

The fund however had as a short term plans of identify the liquor addicts in the county of Homa

Bay and send them to already existing trcatment /rehabilitation centres before completion of the
Homa Bay County Rehabilitation and treatment centre.

In the period2022-2023, the fund collected a total of KES. 3,407,303 from its operations and spent
KES. 2,368/840 on its day to day activities. This position is expected to improve in the coming
Financial Yafr as the new cashless system of revenue collection is rolled out.

The fund in #ts day-to-day operations has faced numerous challenges e.g.
i Stfiuggled alcoholic drinks from the neighboring countries of Uganda and Tanzania
i. Effects of Covid 19 which reduced business hence less collections
iii.  Difficulty in getting grants and development partners
iv.  Reluctance on the side of National government in sparing structural development
V. Re@sistance on new collection system

vi.  Ldck of Motor Vehicle

The fund ismow seeking high levels of cooperation and partnership with other stakeholders and
the national jgovernment in achicving bigger-goals. - .

A

| [ & v N\ “!:u L
..‘\:.," ..... l \\} o |
: \B ) i
Chief Officer Trade and Industry = o -7
Chairperson
‘ xi
I
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5. Report of the Fund Administrator

The Fund is administered by a Director who shall be appointed by the County Public Service
Board. The chairperson may, with the approval of the Executive member (CECM Trade) for the
time being responsible for finance, invest or place on a deposit account any of the monies of the

fund and any
of the Fund.

terest earned on the monies so invested or deposited shall be placed to the credit

Functions of the administrator of the fund shall be to:

L.
1.

.

v,

Vi.

Vil,

Viil.

X.

Name: Joi:ua 0. Orero

Administ

Supervise and control the administration of the fund;

Impose  conditions the use of any expenditure personally

authorized and may impose any restriction or other requirements concerning use of
expenditure;

on

Ensure the earnings of, or accruals to the fund are retained in the fund, unless the
county executive member for finance and economic planning direct otherwise;
Ensure that money held in the fund, including any earnings or accruals in paragraph
(c) is spent only for the purposes for which the fund 1s established;

Cause to be kept proper, books of account and other books and records in relation
to the Fund as well as to all the various activities and undertakings of the Funds;
Prepare, sign and transmit through the executive member for
finance to the Auditor General in respect of each financial year and within three (3)
months after end thereof, a statement of accounts relating to the Fund in accordance
with the Public Audit Act , 2003 and in such details as the County Treasury may
from time to time direct;

Furnish such additional information as may be required for
examination and audit by the Auditor General or under any law;

Ensure that the accounts of the fund and annual financial
statements relating to those accounts comply with the
accounting standards prescribed and established by the
Accounting Standards Board from time to time;

Present financial statements to the County Assembly;

Designate such staff as may Dbe necessary 10 assist in the

management of the Fund provided that such staff shall work in the department of
Trade, Industrialization, Cooperatives and Investment;
Publish and publicize the fund and usage of money through the fund

tor of the Fund

xii
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6. Statementlof Performance against the County Fund’s Predetermined Objectives

Introduction

Section 164 (2) (f) of the Public Finance Manag

financial year, the Accounting officer when preparing

Government Fund Government entities in accordance wit

ement Act, 2012 requires that, at the end of each
financial statements of each County
h the standards and formats prescribed

by the Public Sector Accounting Standards Board includes a statement of the county government

Fund’s perfort

The key development objectiv

a)
County
b)
products i

¢)

d)
prohibifin
e) Promptr

Provide quality physical infrastructure

ance against predetermined objectives.
es of the Fund as per the strategic plan for 2022-2023 Y are to:
in terms of Rehabilitation and Treatment Centre in the

Provide proper protection to consumers of Alcoholic drinks by mainiaining
the market.
Provide protection fo manufactures and traders of Alcoholic drinks
quality préducts

Protectionl of learning institution against operation of L
sale of alcohol to under age.

iew of Alcoholic drinks Control Policies to

manufactyring, sale, consumption and promotion within the county.

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

high quality of

against illicit and poor
iquor stores near those institutions and

respond to rising challenges of alcohol

Program || Objective QCutcome Indicator Performance
Formation df sub | To bring all the | Increased 30% of new |InFY 22/23 we increased
county  Liquor | functions closer efficient stores identified, | Revenue collection and
control to the people and | collection of | regulated  and | well controlled  Liquor
committee increase level of | liquor fees and incremental outlets by 30%
ctivities. high level | revenue collected
protection of the Rangwe and Rachuonyo
public South  Sub  counties
demonstrated high levels
i of efficiency in activities
Adoption of | To reduce cash | Efficient and safe | 40% Increase in | The increase cash
Cashless mismanagement | system of | collection  and | collected to be transferred
Revenue at the Source collection of | activities to be | to the Board for the up to
Collection revenue to be | realised 40% increased activities
System installed and
operated by all
sub counties
Youth To oducate | 30% new youths | 2 Tournaments in Increased awareness in all
Sensitizati&)n youths on effects | trained and joins | the county and 1 | sub counties and several
activities of alcohol, help | tournaments Sensitization talented sports persons
them avoid abuse | organised by the | campaign in 8 |identified among the
of alcohol by | board sub counties. youths to play youths from
B introducing other Lu other counties ]

X1t
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activities to keep
them busy

Rehabilitatio

addicts

and Treatment of

To correct the
addicts and the
alcohol  related
challenges in the
county

Improved health
status

Planed
development of
treatment centre
under way

Several persons expected
to benefit from the planned
rehabilitation and
freatment centres.

Xiv
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7. Management Discussion and Analysis

The Homabay County Alcoholic Drinks Control Fund has in its functions of controlling quality of
liquor produced and sold, controlling consumption of liquor, mitigating the adverse effect of
excess intake of alcoholic drinks as well as protecting the public against operations of bars near
schools and other prohibited areas, has in the financial year 2022-2023 achieved a milestone in
comparison to previous years.

In review of the routine functions, the board in collaboration with partners and other stakeholders
has a planned fo set up a treatment and rehabilitation centre in Migori. This plan will boost the
lives and social stature of the affected individuals in the county once implemented.

The fund how
and send them
County Rehab

er had as a short term plans of identify the liquor addicts in the county of Migori
already existing treatment /rehabilitation centres before completion of the Migori
itation and treatment centre.

In the period 2
Kshs.2,368,8
Financial Yea

222023, the fund collected a total of Kshs.3,407,303 from its operations and spent
on its day to day activities. This position is expected to improve in the coming
as the new cashless system of revenue collection is rolled out.

The fund in it
1. Lac
ii. Lac

day to day operations has faced numerous challenges e.g.
of proper budget
of master register of liquor stores in the county
iii.  Smuggled alcoholic drinks from the neighboring countries of Uganda and Tanzania
v Effacts of Covid 19 which reduced business hence less collections
v.  Difficulty in getting grants and development partners
vi.  Reluctance on the side of National government in sparing structural development
vii.  Resistance on new collection system

The fund 1s
the national

w seeking high levels of cooperation and partnership with other stakeholders and
vernment in achieving bigger goals

XV
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8. Environmental and Sustainability Reporting
Management haas not put in place an environmental policy
The employees are of the Fund are hired by the County Public Service Board

The Fund did flot engage in corporate social responsibility during the year

XV1
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9. Report of the Committee

The committed submit their report together with the audited financial statements for the year ended
June 30, 2023 Wwhich show the state of the Fund affairs.

Principal actirities
The principal activities of the Fund are sef oul in pages fii- xi

Results
The results of the Fund for the year ended June 30, 2023 are set out on pages 1 to 20

Committee

The members of the committee who served during the year are shown on page vii to ix. The
changes in thd 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
779 of the Cbnstitution of Kenya and the Public Audit Act 2015. OR [XYZ Certified Public
Accountants Wwere nominated by the Auditor General to carry out the audit of the Fund for the
year/period epded June 30, 2023 in 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 Committee

Chair of the Committee

Date:

XVvil
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10. Statement of Management’s Responsibilities

Section 167 ofithe Public Finance Management Act, 2012 requires that, at the end of each financial
year, the Administrator of a County Public Fund established by The Homa Bay County Alcoholic
Drinks Contral Act 2015 shall prepare financial statements for the Fund in accordance with the
standards and formats prescribed by the Public Sector Accounting Standards Board.

The Administfator of the County Public Fund is responsible for the preparation and presentation of
the Fund’s findncial 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, 2023. This responsibility includes: (1)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (i) maintaining proper accounting records, which disclose
with reasonable accuracy at any time the financial position of the Fund; (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 (¥i) 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 (TPSAS), and in the manner required by the PFM Act, 2012 and The Homa
Bay County Alcoholic Drinks Control Act 2015. 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, 2023, 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 adequacyof 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 congern basis of preparation of the financial statements. Nothing has come to the attention
of the Adminlistrator to indicate that the Fund will not remain a going concerm. for at least the next
twelve montlis from the date of this statement. =

Approval of|the financial statements &
The Fund’s financial statements were approved by the Board or

signed on itsbehalf by: :
ORGEhD:

--------- j.q-,w’.----.--.

Administrator of the ‘mBay County Alcoholic Drinks Control Fund

Xvill
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J OFFICE OF THE AUDITOR-GENERAL P.O. Box 30084-00100

1 Enhancing Accountability NANQS!

REPORT OF THE AUDITOR-GENERAL ON HOMA BAY COUNTY ALCOHOLIC
DRINKS CONTROL FUND FOR THE YEAR ENDED 30 JUNE, 2023

PEAMABLE
| draw yéur attention to the contents of my report which is in three parts:

A. Repirt 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, gazetted 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
governénce 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
Opinion

| have gudited the accompanying financial statements of Homa Bay County Alcoholic
Drinks Control Fund set out on pages 1 to 22, which comprise of the statement of financial

]
|
I
Report of the Auditor-General on Homabay County Alcoholic Drinks Control Fund for the year ended 30 June, 2023




position as at 30 June, 2023, 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. | 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 Homa Bay County Alcoholic Drinks Control Fund as at 30 June 2023, and of
its financial performance and its cash flows for the year then ended, in accordance with
the International Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Financial Management Act, 2012 and the Homa Bay County Alcoholic Drinks
Control Act, 2015.

Basis for Opinion

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of Homa Bay County Alcoholic Drinks Control
Fund set in accordance with ISSAI 130 on Code of Ethics. | have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinion.

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed, |
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.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | have obtained is sufficient and appropriate
to provide a basis for my conclusion.
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the procedures
performed, except for the matter described in the Basis for Conclusions on Lawfulness
and Effectiveness in Use of Public Resources section of my report, | confirm that, nothing
else has come to my attention to cause me to believe that internal controls, risk
management and governance were not effective.

1. Automation of the Revenue Collection Process

Review of the liquor licensing fees and other levies collection process revealed that there
is significant manual intervention. It was also noted that liquor license certificates were
used instead of miscellaneous receipts to record revenues collected, and serialised
receipt vouchers were not maintained.

In the circumstances, it may be difficult to monitor performance of the service and or
assess the achievements of the Fund.

2. Ineffective Internal Controls and Audit Function

Review of the internal control environment over cash and bank arrangements revealed
that the Fund’s cash book was not reviewed on a regular basis during the year under
review as required. In addition, it was noted that the internal audit department did not
finalize and submit any audit report on the operations of the Fund for adoption by the
audit committee during the year under review.

In the circumstances, assessment of the Management function of internal controls, risk
management and governance was lacking.

Basis of Conclusion

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

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
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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.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how the 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 governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General’s Responsibilities for the Audit

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

e Identify 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.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Fund'’s internal control.

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

¢ Conclude on the appropriateness of the Management’s use of the going concern 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. If | conclude that a material
uncertainty exists, | am required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Fund to cease
to continue to sustain its services.

e 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.
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e Perform such other procedures as | consider necessary in the circumstances.

| 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 controls that are identified during the audit.

| also provide Management with a statement that | 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.

i)
FCPP% CBS

AUDITOR-GENERAL

Nairobi

03 January, 2024
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* HOMA BAY COUNTY ALCOHOLIC DRINKS CONTROL FUND

Annual Repo

t and Financial Statements for the year ended June 30, 2023

12. Statement

of Financial Performance for the Year Ended 30th June, 2023

Note | 2022-2023 2021-2022
, Kshs Kshs

Revenue From Non-Exchange Transactions

Fines, penalties and other levies 1 3,407,303 1,606,000
Total Revedue 3,407,303 1,606,000
Expenses

Use of goodf and services 2 2,368,840 1,468,011
Total Expe}lses 2,368,840 1,468,011
Surplus Far The Period ‘ 1,038,463 137,989

(The notes s

out on pages 6 (o 19 form an integral part of these Financial Statements)

Name: Elsa Odeny

Fund Accountant
ICPAK Member Number: 43339




' Homa Bay Cﬁ

Annual Repo

nty Alcoholic Drinks Control Fund
and Financial Statements for the year ended June 30, 2023

13. Statement of Financial Position As At 30 June 2023

| Note | 2022-2023 | 2021-2022
| : ' Kshs Kshs
Assets 3
Current Assets
Cash and Cagh Equivalents 3 1,217,335 178,872
Total Assets 1,217,335 178,872
Net Assets
Accumulated Surplus 1,217,333 178,872
Total Net Assets and Liabilities 1,217,335 178,872

The accountilg policies and

Administrs d'i:"ib_f_-ilife;_l*‘ .u:ndf;;‘_}::--' '

0. Orero

[ R

explanatory notes to these financial statements form
l-hq_lend financial statements were approved on

Name: Elsa Odeny
Fund Accountant
ICPAK Member Number:

an integral part
2023

VBTN




'HOMA BAY COUNTY ALCOHOLIC DRINKS CONTROL FUND
Annual Report and Financial Statements for the year ended June 30, 2023

14. Statement Of Changes in Net Assets for the year ended 30™ June 2023

} ‘ Accumulated surplus Total

TH Kshs , Kshs

Balance As Af 1 July 2021 40,883 40,883
Surphus/(Deficit) For the Period 137,989 137,989
Balance As At 30 June 2022 178,872 178,872
Balance As At 1 July 2022 178,872 178,872
Surplus/(Deficif) For the Period 1,038,463 1,038,463
Balance As At 30 June 2023 1,217,335 1,217,335

Name: .fosmmajrel'o Name: Elsa Odeny '

Administrator of the Fund Fund Accountant
ICPAK Member Number: i 2279

2B . 3

(U8 ]




'Homa Bay County Aleoholic Drinks Control Fund

Annual Repo

T

t and Financial Statements for the year ended June 30,2023

5. Statement

of Cash Flows for the Year Ended 30 June 2023

2022/2023 2021/2022

CASH FLOW EROM OPERATING ACTIVITIES NOTE Kshs. Kshs.

Revenue From Non-Exchange Transactions

Fines,penaltiesiand other levies 1 3,407,303.00 1,606,000.00
3,407,303.00 1,606,000.00

Payments of operating expenses

Use of goods and services 2 2,368,840.00 1,468,011.00
2,368,840.00 1,468,011.00

NET INCREASE tN CASH AND CASH EQUIVALENT 1,038,463.00 137,989.00

Cash and cash equivalent at the BEGINNING of the year 178,872.00 40,883.00

Cash and cash equivalent at the END of the year 1,217,335.00 178,872.00
1,217,335.00 178,872.00

(IPSAS 2 allo

but encourag
preparation.

------------------

Name: Jos
Administra

09

ok
At s

JUL

ws an IFund (o pre

CE

207

Q0. Orero
or of the Fund

.f‘\‘na .
ULJ L

-------------------------------

Name: Elsa Odeny
Fund Accountant

sent the cash flow statement using the direct or indirect method
s the direct method. PSASB also recommends the use of direct me
he above illustration assumes direct method)

thod of cash flow

------------

ICPAK Member Number: \ BT A
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Annual Report and Financial Statements for the year ended June 30, 2023

16. Statement of Comparison of Budget an

d Actual Amounts for the Period

i $ : pae Actual  on | Budget . % of
: r = - _‘_%:lg_!:_t_—al -~_g ._"‘“__"_f?fi“_‘, WA Elaa) Comparable | Realization Realizati
e - — Basis fference  Jom
A B e=a+b D e=c-d t=d/c %
Receipts Kshs. Kshs. Kshs. Kshs. Kshs.
Fines, penalties and other levies 0 0 0 3,407,303 | 0
Total Receipts 0 0 0 3,407,303 | 0
Payments
Use of Goods and Services 0 0 0 2,368,840 | 0
Total Payments 0 0 0 2,368,840 | ¢
Balance 0 0 0 1,038,463
Budget notes

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

2. Provide an explanation of changes betwee

other causes. (IPSAS 24.29)

3 Where the total of actual on comparable
accounting basis(budget is cash basis, statement of financial performance

n original and final budgel indicating whether the difference is due to reallocations or

basis does not tie to the statement of financial performance lotals due to differences in
is accrual) provide a reconciliation.
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!
17. Notes to the Financial Statements

1. General informatiou

and accountability from Alcoholic Drinks Control Act 2015. The Fund is wholly owned by the
Homa Bay County Government and is domiciled in Kenya. The Fund’s principal activity is to
protect the public from the effect of alcoholic drinks while giving the traders on this substances
a regulated platform to operate their businesses.

Homa Bay gounty Alcoholic Drinks Controls Fund is established by and derives its authority

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 2023

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.

(i) New and amended standards and interpretations in issue but not yet effective in the
ear ented 30 June 2023
ardll 1| | Effectivedate and impacts 0 0

Financial | Applicable: 1°' January 2023:

Instruments The objective of IPSAS 41 is to establish principles for the financial
i 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 a Fund’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 a Fund’s risk

management strategies and the accounting treatment for

| instruments held as part of the risk management strategy.
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| IEffective’date’and impact: B EICH R IR RIS ARRe v

Applicable: 1% January 2023
The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the information that a
reporting Fund provides in its financial statements about social
benefits. The information provided should help users of the financial
statements and general-purpose financial reports assess:

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

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

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

|
Amendments to
Other | IPSAS
resulting from IPSAS
41, Financial
Instruments

Applicable: 1st January 2023:

a) Amendments to IPSAS 5, to update the guidance related to
the components of borrowing costs which were inadvertently
omitted when IPSAS 41 was issued.

Amendments to IPSAS 30, regarding illustrative examples on
hedging and credit risk which were inadvertently omitted
when IPSAS 41 was issued.

c) 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 IPSAS
which were inadvertently omitted when IPSAS 41 was issued.

b)

Other improvements
to IPSAS

|

Applicable I’ January 2023

e IPSAS 22 Disclosure of Financial Information about the General
Government Seclor.

Amendments to refer to the latest System of National Accounts (SNA

2008).

o IPSAS 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.

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
basis for users of financial statements to assess the effect that leases
have on the financial position, financial performance and cash flows
of a Fund.

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

IPSAS 44: Non-

Applicable I January 2025
The Standard requires,

Current Assets Held
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Significant {\ccounting Policies
a) Revenue recognition

i Revenu# from non-exchange transactions
Transfers from other government entities
\

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

ii. Revenue from exchange transactions

Interest iuime
Interest income is accrued using the effective yield method. The effective yield discounts
estimated fﬁture 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 originﬁl budget for FY 2022-2023 was approved by the County Assembly on 30 June 2022.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriatiﬁns are added to the original budget by the Fund upon receiving the respective
approvals in order to conclude the final budget.

The Fund’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 frmﬁ 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 11 of these financial statements.



Operations

Assets that meet the criteria to be c13551ﬁed as held for sale to be
measured at the lower of carrying amount and fair value less costs to
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.

(iii)Early ac

loption of standards

The Fund did not early — adopt any new or amended standards in year 2022.
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Summary Of Significant Accounting Policies (Continued)

c) Propert}, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairmen\tjﬁsses. 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 ¢onsideration 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.

a) Financial instruments

Financial assets

Initial reco&nition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measuremeint 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.

Loans aua’ireceivables

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

10
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Summary Oj“' Significant 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 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.

Impairment 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 after the 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:

The debtors or a Fund 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)

YV VVY

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 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.

|
Loans and borrowing
After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized Jost 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 orlcosts that are an integral part of the effective interest rate.

11
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Summary 0)’ Significant Accounting Policies (Continued)

b) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received
through non4exchange 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
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, t@ the extent that a class of inventory is distributed or deployed at no charge or fora

nominal ch#rge, 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.

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

c) Provisions

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.

Where the Fund expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset only when the
reimbursement is virtually certain.

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

Contingent liabilities

The Fund does not recognize a contingent liability but discloses details of any contingencies in
the notesrto 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 Fund daes 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. If it has become virtually certain that an inflow of
economic bénefits 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.

d) Nature and purpose of reserves
The Fund creates and maintains reserves in terms of specific requirements.
e) Changes in accounting policies and estimates

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.

f) Em}ployee benefits — Retirement benefit plans

The Fund provides retirement benefits for its employees and directors. Defined contribution
plans are pﬂst-cmployment benefit plans under which an Fund pays fixed contributions into a
separate Fund (a fund) and will have no legal or constructive obligation to pay further
contributians 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 bénefit 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. Deilcits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump
sum paymients reduce the post-employment benefit obligation.

2) Fareign 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 (Continued)

h) Borrowing costs

Borrowing gosts 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.

i) Related parties

The Fund regards a related party as a person or a Fund 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 and comprise the directors, the
CEO and senior managers.

)] 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.

k) Comparative figures

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

)] Events after the reporting period

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

m) Ultimate and Holding Fund

The Fund is a County Public Fund established by Homa Bay County Alcoholic Drinks Control
Act, 2015 under the Department of Trade, Industrialization, Cooperative and Investment. Its
ultimate parent is the County Government of Homa Bay.

n) Currency

The financial statements are presented in Kenya Shillings (Kshs).
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Summary Of Significant Accounting Policies (Continued)
4. Significant judgments and sources of estimation uncertainty

The preparation of the Fund's financial statements in conformity with IPSAS requires
managemen? 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 all judgements, estimates and assumptions made e.g.

a) Estimatés 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 adiustment 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 1.140.

b) Useful lives and residual values

The usefulilives 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 Fund

» 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

Provisionﬁ 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.
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5. Notes to the Financial Statements

1. Fines, p

alties and other levies

Liquor Licénce Fee 3,407,303 1,606,000
Total 3,407,303 1,606,000
2. Use of Goods and Services
Committee Allowances 1937900 487,500
Communiﬂation, supplies and services 113500 36,000
Printing P%)d Stationery 81700 30,000
Hospitality supplies and services 37000 691,610
Bank Charges 10100 2,760
Inspection Expense 40,141
Motor Vehicle Hire 188640 180,000
Total 2,368,840 1,468,011
3. Cash and cash equivalents

Account

1217530

178,872

Total Cﬁsh And Cash Equivalents

1,217,335

178,872

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

a) Current Account
Equity Bank 0980268093213 | 1,217,335.45
Grand Total 1,217,335.45
| "
|
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Other Disclosures

4, Related party balances
a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to
exercise control or exercise significant influence over its operating and financial decisions.
Related parties include management personnel, their associates and close family members.
The futid/scheme is related to the following entities:

a) The Homa Bay County Government;

b) The Department of Trade, Industrialization, Cooperative Development and Investment;
¢) Key management;

d) Board of Trustees/ Alcoholic Drinks control committee; etc

b) Related party transactions

B 20222023 [ 2021-2022

CTE Kshs | Kshs

\ Transfers From Related Parties’ 0 l| 0
Transfers To Related Parties 0 \ 0

c) N'Ly management remuneration

B | 20222023 2021-2022

B | | Kshs  Kshs

Board Of Trustees 0 |

Key Management Compensation 0 0

Total 0 |

d) 4uc from related parties

i e R CIE U R
;|“ &V b | s Ksi\s Kshs

Du¥ From Parent Ministry 0 0

Drf From County Government [0 0
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Other Disclosures Continued

e) Due fto related parties

[ £ , 2022-2023 2021-2022

r—— L ; » : Kshs - Kshs J
Due Ta Parent Ministry 0

\ Due Ta County Government ‘ 0 0

P)ue Te¢ Key Management Personnel \ 0 0
Total B \ 0 0 o

5. Financial risk management

d’s activities expose it to a variety of financial risks including credit and liquidity

risks afd 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

the potential adverse effect of such risks on its performance by setting acceptable
levels @f risk. The Fund does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.

The Fund’s financial risk management objectives and policies are detailed below:

a) Creditrisk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to
ounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
anks, as well as trade and other receivables and available-for-sale financial
ents.

Management assesses the credit quality of each customer, taking into account its financial
positién, past experience and other factors. Individual risk limits are set based on internal or
exterial agsessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
Fund’s management based on prior experience and their assessment of the current
econgmic environment.

The garrying amount of financial assets recorded the financial statements representing the
Fund's maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

rf j g T [ Total Jﬂlly Past | Impai '
R amount performing | due red

R B Kshs Kshs Kshs | Kshs
‘fAt 30 June 2023 _

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the Fund has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts.
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The boatd of trustees sets the Fund’s credit policies and objectives and lays down parameters

within which the various aspects of credit risk management are operated.

b) Capital risk management

The objective of the Fund’s capital risk management is to safeguard the Fund’s ability to

continug as a going concern. The Fund capital structure comprises of the following funds:

B | 2022-2023 2021-2022 |
i ' 1 Kshs
Accumulated surplus 1,217,335 178,872
Total fands 1,217,335 178,872
Total borrowings 0 0
—Less: ¢ash and bank balances (1,217,335) (178,872)
Net dﬁbt/(excess cash and cash equivalents)
Gearglg 0.0% 0.0%
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18. Proizss on Follow up of Prior Year Auditor's Recommendations

The follgwing 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 variolis issues as shown below with the associated time frame within which we expect

the issues to be resolved.

Refei
on the

lesue /| Observations from Management | Status: Timeframe:
Auditor comments {Resolved | (Put a date

| aud / Net | when  you
\ : Resoived) | expect the
! issue to be
1 resoived)
[Fine, Penalties | i.Management had not The ) Resolved
and er mapped all the businesses management
levies- operating within the county wishes to state
Anomalies and failed to maintain a that the
register of all registered liquor businesses
businesses have been

i Failure by revenue collectors mapped as
] to acknowledge in the counter | attached
\ foil receipt book register the

receipt books issued to them The

for the purpose of collecting management
liquor licenses wishes to
iii.Failure to maintain respond  that
collection control sheets with the licence
serial numbers of receipt registers
books for the licenses | issued to
provided revenue
iv.Lack of official receipts collectors are
]1 issued in respect to cash currently being
collections for liquor licensing Maintained
x from the outlets in support of and there's
{ the amount collected accountability
{ v.Lack of reconciliations for filed up
between total revenue receipt books
| collected and revenue panked. | before issuing
‘ In addition, banking by the anewone
'| collectors were not verifiable
and there were rampant cases | The
of spending revenue at source | management
\ pefore banking. wishes to state

that
reconciliation

li \
‘ is done
\ between the
i deposit slip
“ ‘ ]and the bank
' statement and
‘ licences issued
to business
| owners
Unsupported | Included in the use of goods The
commiftee and services expenditure

management
allgwances balance of Kshs.1 548 011 is wishes to state
committee allowances of that the

| | Kshs.487,500 as disclosed in | allowances are




Homa Bay County Alcoholic Drinks C
hort and Financial Statemen

Note 2 to the financial
statements. However,
Management did not provide
the recommended rate of
remuneration

In the circumstance, the
completeness and validity of
the expenditure of
Kshs.487,500 could not be
confirmed.

ontrol Fund
ts for the year ended Ju

currently paid
as per the SRC
rates

ne 30, 2023

Lack

Approv
Budget

Review of the Homabay
County  Alcoholic Drinks
Control Fund statement of
comparison of budget and
actual amount for the period
ended 30 June 2022 revealed
that the Fund did not have an
approved budget contrary to
the provision of Regulation
31(a) of the Public Finance
Management Regulations
(County Government), 2015
which requires that all revenue
and expenditure to be entered
in the budget estimates.

in the circumstance,
Management was in breach of
the law.

The
management
wishes to state
that currently
there's an
approved
budget

Anom
Procu
and

Mana
Syste

lies
ment

in | Audit review of procurement
processes revealed the

Stores | following anomalies:

ment

i Lack of pre-qualified list of
suppliers and providers  of
various categories of goods
and services or minutes of the
procurement proceedings
through which the suppliers
were shortlisted;

ii. Failure to maintain critical
procurement documents like
tender/  quotation opening
registers/minutes, evaluation
minutes /reports indicating due
diligence during award and
adjudication stage including
put not limited to assessing
company's peneficial
ownership, financial capacity
and past experiences,
certificates  of professional

| opinions by the head of

The
management
wishes
respond
there’s
existing
procurement
prequalification
list that serves
the entire
county
including liquor
fund.

to
that
an

The
management

wishes to
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revealed that the audit
committee did not deliberate
upon and adopt the reports
finalized by the internal audit
unit.

In the circumstance, oversight
of the management function of
internal controls, risk
management and governance
were lacking.

“Ineffective
Aud
Co ittee

Le—

management
wishes to state
that currently
there's an
effective fiquor
pboard with an
oversight role
in addition the
audit
committee
peing put
lace.

is
in |

nd Financial Statements for the year ended June 30, 2023
ce No. | lssue | Observations from Management | Status: Timeframe:
' Auditor g comments (Resolved | (Put a date
_ S /  Not| when you
Resolved) | expect the
. issue to be
resolved)
procurement and executed | respond that
contract documents; the
ii. Goods procured and | procurement
delivered were not taken on processes are
charge in the store’s ledgers for currently being
controlled issuance to the user duely complied
departments; and with and all the
documentation
maintained as
per the PPRA
o —— ‘guidelines. | N
Audit review of records | The resolved 30/10/2023



