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1. Acronyms and Definition of Key Terms

A. Acronyms

BOM
CBK
CECM
CEO
CIDP
CO
CODIC
CSR
DG
HRM
ICPAK
IPSAS
LCDA
LECDRF
FundMD
NT
OAG
OCOB
OSHA
PFM
PPE
PPADA
PSASB
SAGAs
SC

WB
KshKenya Shillings

Board of Management

Central Bank of Kenya

County Executive Committee Member

Chief Executive Officer

County Integrated Development Programme
Chief Officer

Co-operative Development Information Centre
Corporate Social Responsibility

Director General

Human Resource Management

Institute of Certified Public Accountants of Kenya
International Public Sector Accounting Standards
Laikipia County Development Authority

Laikipia County Co-operative Development Revolving
Managing Director

National Treasury

Office of the Auditor General

Office of the Controller of Budget

Occupational Safety and Health Act of 2007

Public Finance Management

Property Plant & Equipment

Public Procurement and Asset Disposal Act 2015
Public Sector Accounting Standards Board
Semi-Autonomous Government Agencies

State Corporations
World Bank
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B. Definition of Key Terms

Fiduciary Management- Members of Management directly entrusted with the responsibility of
financial resources of the organization.
Comparative Year - Means the prior period.

iii



B T i e S I T e e ey

Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

2.

a)

b)

Key Entity Information and Management
Background information

Laikipia County Co-operative Development Revolving Fund is established by and derives its
authority and accountability from Laikipia County Co-operative Societies Act, 2014. In 2020, the
fund board proposed amendment of the said Act to explicitly make it body corporate and incorporate
the Director of Co-operative as a board member. The Fund is wholly owned by the County
Government of Laikipia and is domiciled in Kenya. As per PFM Regulations 2015 Section 197(i),
the fund celebrated its 10 years in operation on 6th January 2025. And pursuant to this section the
fund board has made a request for extension to the County Executive Committee members and in
the meantime the technical team is exploring on how to reengineer the operation of the fund.

The fund aims at aligning its focus to create more agri-business opportunities, entrenching result-
based management in running the fund, establish public private partnership with strategic
development partners and promoting good corporate governance on the utilization of the available
public resources as provided for in the various statutes. This is in line with Laikipia County’s
Government’s plan of improving the county’s economy, reduce poverty, create jobs and wealth and
improve the quality of life of the people of Laikipia.

Principal Activities

The principal activity/mission/ mandate of the entity is to;

.
1L

oo
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Vision
“To be a leading, vibrant and reliable co-operative revolving fund in Laikipia County

Mission
To provide sustainable credit facilities for employment and wealth creation while encouraging
innovations and value addition among the co-operative societies.

Strategic Objectives
To ensure a robust and competitive co-operative movement to drive the county’s economy

Specific Objectives

» To increase access to affordable loans for co-operative societies in Laikipia County.
» To enhance the efficiency and effectiveness of the revolving fund.
» To venture in promoting innovation and marketing products of co-operative societies in
Laikipia
>
Guiding Principles

The co-operative concept was developed around the world as a social and economic movement with
its own distinct identity, history, structure and purpose. Cooperatives are based on values of self-
help, self-responsibility, democracy, equality, equity and solidarity. In the tradition of their founders,
cooperatives believe in the ethical values of honesty, openness, social responsibility and caring for
others. These values have been put into practice through a set of seven principles that

v
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distinguish cooperatives from other business ventures. They are; Voluntary and open membership,

s democratic member control, economic participation by members, autonomy and independence,
education training and information, cooperation among cooperatives and concern for community in
general.

¢) Fund Board Committee

Ref Name Position
1 Sammy Kimaru Githungu Chairperson
2 Davidson Gachemi Mutahi Vice-chairperson
3 Felix Ochieng” Muhando Board Member
4 Rosemary Chepkorir Suge Board Member
S Grace Gathoni Ndirangu Board Member
6 Daniel King’ori Ngumi Board Member
7 Samuel Mahiga Njuki Board Member
8 Anthony Kamau Warunyua Fund Administrator

d) Key Management team

Ref | Name Position

- 1 Samuel Mahiga Njuki Chief Officer - Trade, Tourism & Co-operatives
2 Anthony Kamau Warunyua Fund Administrator
3 Esther Nyambura Fund Accountant Operations
4 Martin Muhinja Fund Accountant

e) Fiduciary Oversight Arrangements

SN Position | Name
1 Directorate Internal Audit Head of Internal Audit
p. County Assembly of Laikipia Clerk to County Assembly
3 Office of the Auditor General Auditor General
4 Office of the Controller of Budget Controller of Budget
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f) Registered Offices

P.O. Box 1271 - 10400
Laikipia County Commissioner’s Compound
Nanyuki, Kenya

g¢) Fund Contacts
Telephone: +254 722519364

E-mail:lccdrf@laikipia.go.ke
Website: www.laikipia.go.ke

h) Fund Bankers

Co-operative Bank of Kenya
Nanyuki Branch
Account Number 01141366165000

i) Independent Auditor

Auditor General

Office of the Auditor General Anniversary
Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, Kenya.

j) Principal Legal Adviser

The Attorney General

State Law Office
Harambee Avenue

P.OBox 40112

City Square 00200

Nairobi, Kenya

k) The County Attorney

County Attorney

County Government of Laikipia,
P.O Box 1271-10400,

Nanyuki
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3. Fund Administration Committee

| Sammy Kimaru Githungs
Chairman

Year of Birth: 1969

Sammy is a Holder of a Bachelor of Education from the
University of Nairobi and a Diploma of Education
Management from Kenya Education Management Institute.
He has served as a teacher for over 13 years, as a deputy
principal for 2 years and a principal for over 20 years. He is
the current Principal of GG Rumuruti Boys Secondary.

Sammy also serving as a leader in social dynamic groups like
Nyahururu Teachers (NYATE), Bigheart, and Manguo
UnitedNeighbours.

Davidson Mutahi Gachemi
Vice Chairman

' Davidson is a Holder of bachelor’s degree in divinity (BD)

- Year of Birth: 1957

from St. Paul University and is currently pursuing concurrent
master’s degree in counselling psychology (KEMU) and |
Master of Theology student at St Paul University.

He is an ordained Venerable Canon serving with the Anglican
Church of Kenya (ACK) in the Diocese of Mt. Kenya West |
after working as an Archdeacon for thirteen years in Laikipia. |

Rosemary Chepkorir Suge
Board Member

Year of Birth: 1989

Rosemary holds a Bachelor of Commerce (Accounting option)
from Laikipia University, she is a CPA (K) and currently
pursuing an MBA (Strategic Management) at Kenyatta
University.

She served for 7 years in Nyakaca Travellers Sacco Society Ltd
gaining a hands-on experience in financial institutional
operation. She is presently serving in the Credit Department
(biashara banking sector) at Equity Bank of Kenya Plc where she
has been for the last 5 years and counting. Rosemary is a board
member of GG Secondary in Rumuruti and the founder of
KASUU Girl Child Initiative (CBO)
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Year of Birth: 1978

Grace is a holder of Kenya Certificate of Secondary Education.
She also attended a Computer Literacy Course at Tec bridge
Computer College where she graduated in 2004.

She has over 16 years hands on experience working with
Community Self-Help Groups, development projects and
church-based programs in Laikipia County. She is the current
Honourable secretary of Muthengera Women SACCO Society
Ltd and serving at the Marmanet Catholic Parish as well as being
a member of the Diocese Council.

3
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Year of Birth:
Samuel is a holder of Master of Science in Environmental
Studies, Bachelor of Science in Wildlife Management and

Diploma in Wildlife Management.

He has worked in Wildlife and Environmental Conservation

with more than 13 years of professional experience in |

Environmental Conservation, Community Development,
Wildlife Ecological Monitoring, Research and Environmental
Social Impact Assessment.

At the Corporate level, Samuel Worked in Mt. Kenya Wildlife
Conservancy, William Holden Wildlife Foundation and Mt.
Mountain Bongo Publicity Programme. He is currently the Chief
Officer Trade, Tourism, Enterprise Development and Co-
operatives
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* Year of Birth: 1957

Felix is Bachelor of Commerce (Accounting option) graduate

from KCA University and 1s currently pursuing CPA (K) having \
attained Section 5 already. He is concurrently undertaking a” |
master’s degree in Co-operative Management at Co-operative |
University. @

Has over 16 years’ experience in Senior Managerial position
mainly in the Co-operative movement. He is the current Chief
Executive Officer (CEO) of Siraji Savings & Credit Co- |

operative Society Ltd.
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Daniel King’ori Ngumi
CO - Finance and County
Treasury

Anthony Kamau Warunyua
Fund Administraor

Daniel is a holder of bachelor’s degree in economics and public

administration and master’s degree in accounting and finance

and is a CPA (K)

He is currently the Chief Officer for Finance and County
Treasury in Laikipia County Government. He has also worked
with as Head of County Treasury Accounting in the same
County and as a as Director of Finance with County Government
of Kiambu. Previously he was with The National Treasury for
six years serving in various Departments as Chief Accountant.

Anthony is a holder of Master of Science in Finance and a
Bachelor of Commerce both from University of Nairobi. He is
also a qualified accountant (Certified Public Accountant of
Kenya).

He also attended the Strategic leadership Development Program
at the Kenya School of Government enriching his strategic focus
and governance. He is a registered member with ICPAK and the
Kenya Institute of Management (KIM).

Anthony has over 15 years’ experience in management having
undertaken various positions in the corporate world.
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4. Management Team

|
{
|

Anthony Kamau Warunyua
Fund Administrator

Cooperatives

Samuel Njuki Mahiga
CO - Trade, Tourism,
Enterprise Development and

Anthony is a holder of Master of Science in Finance and a
Bachelor of Commerce both from University of Nairobi. He is
also a qualified accountant (Certified Public Accountant of
Kenya).

He also attended the Strategic leadership Development Program
at the Kenya School of Government enriching his strategic focus
and governance. He is a registered member with ICPAK and the
Kenya Institute of Management (KIM).

Anthony has over 15 years’ experience in management having
undertaken various positions in the corporate world.

Samuel is a holder of Master of Science in Environmental
Studies, Bachelor of Science in Wildlife Management and
Diploma in Wildlife Management.

He has worked in Wildlife and Environmental Conservation
with more than 13 years of professional experience in
Environmental Conservation, Community Development,
Wildlife Ecological Monitoring, Research and Environmental
Social Impact Assessment.

At the Corporate level, Samuel Worked in Mt. Kenya Wildlife
Conservancy, William Holden Wildlife Foundation and Mt.
Mountain Bongo Publicity Programme. He is currently the
Chief Officer Trade, Tourism, Enterprise Development and
Co-operatives
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Martin Muhinja
Fund Accountant

Year of Birth:

Martin holds a master’s degree (MSc) in Project Management
and a Bachelor of Commerce. He also holds a CPA (K) and a
registered member of Institute of Certified Public

Accountants. He is currently pursuing a PhD in Project
Management at JKUAT.

Currently working in the County Government of Laikipia as
an
Accountant
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5. Fund Chairperson’s Report

Our strategic role as fund board is to support the Governor manifesto in line with the County
Development Integrated Development Plan 2023-2027. The board further notes that co-operative
movement models strongly support enterprise development and wealth creation and therefore
gives impetus as to its programs which act as a key boost to this.

The mandate of the board includes supervision and control of the fund activities, preparing budgets
and plans for better administration ofthe fundandimposingconditionsand restrictions on the use of
fund as may be necessary. This includes loan approval and follow-up, public engagement and
awareness, and monitoring of expenditures.

During the period under review, the board managed to issue loans amounting to Kshs 20.5 million
to 8 co-operative societies, enabling them to support key economic activities within the county.
These are mainly Savings and credit societies as well as dairy sector Co-operative Societies.
Indeed, the allocation to the dairy co-operative Saccos has been very impactful, leading to doubling
milk supply and improved market access by farmers and by extension financial deepening. With
the current year’s loan disbursement, the total amount of loans disbursed since inception now stand
at Kshs 245,043,450 with a beneficiary’s count reaching 181 co-operatives. The highest loan
awarded to an individual Co-operative society is Kshs 7.5 million and the said entity has been
servicing the loan very well.

The fund board managed to participate in the co-operative leaders and members engagement and
training sessions that were organized by his Excellency the Governor Laikipia County and
conducted two co-operatives follow up across the county on the loan defaulters. The board also
held three of its quarterly meetings and a special meeting whereby it accompanied the Governor
during the disbursement and signing of the Memorandum of Understanding (MoU) with the New
KCC on Milk extension and purchase plan.The fund acknowledges the challenges currently being
experienced mainly because of macro-economic pressures and which by extension is contributing
to a high default rate from several co-operative societies. This has called for a change in loan
follow-up strategies whereby we have strengthened the subunits and are continuously enjoining
the Sub-County Co-operative Officers in this endeavor. The board is also exploring the
implications of the defined legal measures in the debt recovery policy that includes referencing the
societies with the Credit Reference Bureaus (CRBs), engaging debt collectors and fund advocates,
as well as filing cases at the Co-operatives Tribunal. This will help the fund to mitigate on the
increasing rate of nonperforming loans when effectively employed.

Finally, the board’s paramount objective as one to improve the working capital in order to improve
the operational and management of society remains steadfast and we are optimistic that the
Laikipia County Co-operative Development Revolving Fund continues to contribute positively
towards this goal by enhancing easy access to and affordable credit facilities for the sector. It is
therefore important to safeguard and sustain the fund in order to reactivate and revamp the

economic growth of Laikipia County. &1
2 &l

Name: Sammy Githungu: Signature

Chairperson of the Board/Fund
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6. Report of The Fund Administrator

6.1 Introduction

Co-operative Revolving Fund was established by the Laikipia County Co-operative Societies Act
2014 Section 106 and 107 amended 2017. This emanated from the Development of the County
Strategic Plan 2013 that identified co-operatives as strategic models of reactivating economic
growth in the county, especially on the predominant key value chains in the county namely, Milk,
Livestock, Cereals, Hay, Sand, Coffee, Horticulture and Honey. The plan noted that the key
impediment of these co-operatives is low working capital and access to affordable credit facilities.
The department took the initiative to establish a legal framework that was anchored in the said Act
to address gaps identified and later enacted by the Laikipia County Assembly in 2014.

The fund aims at aligning its focus to creating more agri-business opportunities, entrenching result-
based management in running the fund, establishing public, private partnership with strategic
development partners and promoting good corporate governance on the utilization of the available
public resources as provided for in the various statutes. This is in line with Laikipia County’s
Government’s plan of improving the county’s economy, reducing poverty, creating jobs and wealth
and improving the quality of life of the people of Laikipia.

The Laikipia County Cooperative Development Fund is managed by eight board members who
include the Fund Administrator whose mandate include supervision and control of the fund,
preparing budgets and other plans for better administration of the fund and imposing conditions
and restrictions on the use of fund as may be necessary. The board members were appointed as per
section 107(2) and the acting fund administrator was appointed to oversee the running of the fund.
The appointment is deemed to be for 3 years and not more than 2 consecutive terms.

6.2 Since inception, the fund has grown as indicated below.

Allocation Receiptfrom County
from County Treasury (Development) Amount
Financial Treasury Kshs Disbursed No. of
Year Kshs Kshs beneficiaries =~ Remarks
2014/2015 50,000,000 8,000,000 5,550,000 25 Initial funding
‘ 2015/2016 30,000,000 - 2,400,000 9 Revolving fund
2016/2017 30.000.000 E . 0 ixthequer delay due to compliance with PFM
C

2017/2018 20,000,000 20,000,000 4,743,450 3 Delayed exchequer

2018/2019 20,000,000 20,000,000 34,300,000 46 Revolving Amount

2019/2020 10,000,000 - 45,650,000 25 Revolving Amount

2020/2021 - 10,000,000 46,500,000 26 Revolving Amount

2021/2022 10.000.000 ) 24.700,000 10 Revolving Amount But affected by
COVID-19

2022/2023 5,000,000 - 27,400,000 12 Affected by Prolonged Drought

2023/2024 6,000,000 - 33300,000 17 The budget was meant for a
specialized equipment

2024/2025 10,000,000 - 20,500,000 8 Revolving Amount

191,000,000 58,000,000 245,043,450 181

Xiil
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Table 1: Fund Movement 2014 - 2025

In 2015/2016 and 2016/2017, the Controller of Budget recommended that the legal framework be
amended to be in line with the PFM Act 2012 and therefore the fund did not receive any funding
from the Treasury until the closure of the financial year 2017/2018. This resulted in the first
amendment of the Laikipia County Co-operative Societies Act 2017 and the rules thereunder.

In 2019/2020, the fund initiated the development of the Fund regulations, review of the lending
policy, debt recovery policy and the code of conduct and ethics 2020. These policies were approved
and adopted by the board to strengthen the operation and ensure the sustainability of the fund. In
2022, the fund managed to develop its credit risk management policy and in 2023, under the current
fund board was able to prepare the strategic plan 2023-2026 which is its second release.

To date the fund has cumulatively received Ksh 58 million from the County Treasury and issued
Kshs 245,043,450 to 181 applicants derived from 75 co-operative societies against the current
number of 241 active co-operative societies with 114,680 members and asset base of Ksh 11.7
billion. The number of co-operatives is projected to grow to 300 co-operative societies with an
expected 150,000 members within the next five years. Again, we have 3 cooperative societies that
operate FOSA Activities and are strategically located in rural areas for micro finance activities that
are viable to support our rural community. These opportunities need to be exploited using the
accessible and affordable credit facilities as provided in the Laikipia County Co-operative
Development Revolving Fund.

The fund focuses on increasing the capitalization level from the current Kshs 58 million to Ksh
250 million which is 50% of the initial budget at initiation in 2013. That will continue to support
the increasing numbers and needs of co-operative societies and co-operators in the county. This
will enhance the co-operative ventures, catalyze wealth creation and expand employment
opportunities in the County. The inauguration of the County Aggregation industrial Park (CAIP)
gives co-operatives unique opportunities to enhance warehousing, production and marketing of
their produce and better returns to their members.

These fund issue loans at 6% per annum as opposed to the 1% declining balance per month that is
usually employed by the co-operatives to issue loans to their members. These rates are fixed
regardless of the prevailing market condition and rates from other financial institutions that follows
the market drivers and risk assessment and utilize could go as high as 22% per year and adopt Total
Cost of Credit (TCC) pricing mechanism which means there are other associated costs not seen on
face value.

6.2 Achievements
a) Board Meetings

The fund conducted its board meetings on the 20t September 2024, 10% January 2025 and 237
April 2025. Additionally, the Board held a special meeting on 315 January 2025 which was
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necessitated by the need to review and approve the New KCC Memorandum of Understanding
with the County Government of Laikipia in support of the dairy sector growth. This culminated
with the board meeting with the Governor for update and appraisal

b) Loan disbursement, recoveries and follow-up

The fund issued loans worthy of Kshs 20,500,000 to 8 co-operatives societies and recovered Kshs
26,626,523.40 against the targets of Ksh. 30 million each respectively. Of the loan amount
disbursed, Kshs 4 M was directed to support two Dairy Co-operative Societies to support their milk
extension services and farmer support in conjunction with the New KCC the milk processor
partner. By the closure of the financial year as of 30" June 2025 the fund had cash at bank balance
of Kshs 13,090,469.25. The board made two follow-in November 2024 and May 2025 to assess
the status and performance of the loan, especially the non-performing loans.

¢) Reporting and compliance
The fund prepared its quarterly reports and forwarded to the county treasury in compliance with
PFM Act 2012 section 168(3). The fund also managed to submit its financial statement to the
Auditor — General as stipulated in the PFM Act section 164(4). The Auditor General issued a
qualified opinion to the fund based on the high default rate noted.

d) Review and development of legal framework
The fund administration in consultation with the Director for Co-operatives continue to address
the critical gaps earlier identified as indicated below.

1. The Act does not recognize the county structures and the devolved functions as spelt out
in the County Government Act 2012.

2. Compliance gaps in relation to the PFM Act 2012 which could hamper in the management
of the Laikipia County Co-operative Development Revolving Fund as a county entity
which could be a constraint in operations as well as compliance.

3. It does not define a clear organizational structure in the management of the co-operative
movement in the county.

The review of the County Co-operative Act will however be informed a lot by the enactment of
the current Co-operatives Bill, 2024 (National Assembly Bill No. 7 of 2024) into law.

¢) Value chain integration and promotion

The fund continued to support the working capital of 14 Savings and Credit Co-operative societies,
initiated and promoted value addition programs through reactivating of two dairy society, one soya
beans multiplication society, one sand harvesting society, rental housing co-operative society and
one deposit taking SACCO Society for micro-finance. The County Government is currently
focused on the introduction of cash crops such as Coffee, Macadamia and avocado to supplement
the main crop, maize whose yields have been affected by various factors among them climate
change and soil degradation. The fund is therefore positioning itself to be on the forefront to support
these initiatives.
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f) Public awareness and engagement
The fund has facilitated and/or participated in four leaders’ engagement fora some presided by His
Excellency the Governor in Laikipia East and Laikipia West respectively. Also, the fund
representatives have visited various co-operative societies in Laikipia North and met with their
leadership with an aim of continuously engaging to cause familiarity and ease of collection. His
excellency, the Governor has been at the forefront in projecting the activities of the Laikipia County
Co-operative Development Revolving Fund and his focus is increasing the fund’s capacity.

g) Collaborations and partnership
Through the collaboration with Laikipia County Development Authority the fund facilitated
development and implementation of dairy sector support and brought on board the new KCC who
procure the milk from the farmers’ co-operative societies for processing. This takes a triangulation
form where the fund ensures consistence on farmer payment and milk price.

6.3 Constraints

The effects of weather uncertainties, macro-economic pressures and political sentiments have
continued to result in an increasing high default rate, low number of applicants and high cost of
operations. This has been worsened by the inadequate legal framework that does not adequately
secure the fund against default loan.

6.4 Risk Management Strategies

The fund in conjunction with the Directorate of Co-operatives are in the process of reviewing the
existing legal framework with a view to make it more comprehensive. Making the fund a body
corporate with powers to sue and to be sued will enhance the operations level and give teeth to
address the existing perils such as the moral hazard exhibited from the borrower’s attitude. It will
also strengthen relationship and collaboration with the Director for Co-operatives and aid in
monitoring of the loan’s performance and arbitration as a way of alternative dispute resolution
mechanism. The board has made the Risk Management policy an integral part of its operations,
focusing on strategies to minimize the impact of risks towards achieving its strategic goals and
maintaining its financial stability.

6.4 Conclusion

The fund board remains committed to improving its effectiveness and efficiency in order to achieve
the fund’s vision of becoming a leading, vibrant and reliable Co-operative Revolving Fund in
Laikipia County.
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7. Statement of Performance against the County Fund’s Predetermined Objectives

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 shall prepare 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 the Fund as per the strategic plan are to:

1. To increase access to affordable loans for co-operative societies in Laikipia County.
2. Toenhance efficiency and effectiveness of the Cooperative Development Revolving Fund.

3. To promote innovative and market driven production by co-operative societies in the count

Progress on attainment of Strategic development objectives

Programme
Cooperative
Development
and

., Marketing

Sub
Programme
Cooperative
Revolving
Fund

Objective
Increase
accessible and
affordable
funding

Enhance
efficiency and
effectiveness
of the Fund.

Enhance
efficiency and
effectiveness
of the Fund

Promote
innovative
and market
driven
production by
co-operative
societies

Outcome
Increased
accessible and
affordable fund
Increased
number of
funded
cooperatives
Increased
recovery of
loans

Hold board
meeting as per
PFM Act
Increased
capacity
building on the
beneficiaries

Increased in
value chain
funded

Table 2: Achievement on Strategic development objectives

Xvil

Indicator

Amount of
loan disbursed

No of Co-
operatives

Amount of
loan recovered

No of Meeting

No of
engagement
conducted to
the
beneficiaries
No of policies
developed
No of reports
submitted
No of
partnership
and
collaboration
No of value
chain funded

Performance

Disbursed Ksh 20,500,000
against the planned budget
of Kshs 30 million (68%)
Issued loans to 8
cooperative societies
against 15 planned societies
- (53%)

Recovered Ksh 26.6
million against budgeted
Kshs 30 million (89.7%)
Conducted 4 meetings out
of 4 meetings with one
being a special meeting
Conducted four
engagements against the 4
planned (100%)

Reviewed the proposed
amendment Bill 2020

4 quarterly reports
submitted (100%)

One partnership established
for milk purchase against 2
(50 %)

4 value chains funded
namely, dairy, transport,
housing and Saccos against
4 (100%)
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8. Corporate Governance Statement
8.1 Board Meetings

Under the provision made in the Laikipia County Co-operative Societies Rules (amended) 2017
Section 56 (2) that states “(a) the board shall meet on quarterly basis but there is room for a special
board if need arises and (b) Quorum- of at least 5 members of the board shall form the quorum to

dispose any business. The following board meetings were held.

Board Special
Board Meeting Board Board Board
List of Board MeetingQ1 Q2 MeetingQ3  meeting Meeting Q4
Count Members 2G/0G/2024 10/01/2025 31/01/2025 23/04/2025 Remarks
1 Sammy Githungu v v I J Thespecial board
2 Davidson Gachemi I v g v meeting on
4 Felix Ochieng ! I i I fac‘(:'tﬁ‘;e the reven
: andsignoffof the
2 ;ace Gli;:l:'“ { ! ! d New KCC MoU on
il Milk purchase
6 Njuki I ! I I agreement
7 Daniel Ngumi I v - v
8 Richard Murigu I v I S
9 Anthony Kamau i

8.2 Succession Plan

The board members are appointed for a period of 3 years and renewable once. Two of the board
members are automatic accounting officers in charge of finance and Co-operatives respectively
who are in office for at least five years under the government in place and are deemed to induct
and train those that are appointed. The issue of succession plan is usually considered while
appointing or reappointing the board members. The board members elected by Laikipia County
Co-operative Societies Forum are supposed to be leaders with experience and exposure on
cooperative societies matters and therefore competent to represent the views of the forum. The
Fund Administrator is obligated to conduct thorough induction for the newly appointed board
members and facilitate and experience sharing forum.

8.3 Board Charter

The fund service charter has been incorporated in the departmental service charter and placed in
a strategic place in the office. The board members upon being appointed are expected to sign the
Code of Conduct and Ethics. It defines board commitment to the highest standards of behavior
so as to contribute to the achievement of the fund mandate. By exemplifying the ethical behaviors
and Board values described in the Code, the board will continue to uphold Article 10
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of the Constitution of Kenya on National Values and Principles of Governance and Chapter 6
on Leadership and Integrity.

8.4 Appointment and Removal of Office of the Board

This is stipulated in Section 107 (2) and 107 (4) respectively of the Laikipia County Co-operative
Societies (amendment) Act, 2017.

Section 107 (1) The fund shall be managed by a Board

(2) The Board shall consist of: -

1.

il

1.

v.

Vi.

A non-executive chairperson appointed by the Governor from persons qualified
and experienced in co-operatives development, finance, law, economics or
business administration.

Two people appointed by the county executive member responsible for
cooperatives from among professionals qualified and experienced in
cooperatives development, law, finance, or business administration or any field
related.

Two persons nominated by the cooperative’s societies in accordance with the
prescribed procedure and appointed by the county executive member
responsible for co-operatives development.

Chief Officer responsible for co-operatives development.

Chief Officer responsible for Finance.

The Fund Administrator appointed by the County Executive Committee

Member responsible for Finance who shall be the secretary to the Board and an
ex-officio member

(4) The members of the Board may be removed from the office on any of the following
grounds-

a)
b)
c)
d)
e)

f

Incompetence

Abuse of office

Gross misconduct

[nsanity

Physical or mental incapacity rendering the member incapable of performing the
duties of the office; or

Gross violation of the constitution.
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8.5 Roles and Functions of the Board

The Laikipia County Co-operative Societies (Amendment) Rule, 2017 Section 56. (1) Pursuant to
section 106 of the Act, there is established a Laikipia County Co-operative Societies Development
Revolving Fund board, whose functions shall be —
a. Formulate policy guidelines on co-operative sector funding.
b. Ensure all projects funded under this Act are consistent with the county priorities specified
in the relevant policy documents.
c. Consider proposals submitted to it by applicants under these regulations.
Authorize expenditure from the fund.
Formulate or approve standards, guidelines and procedures for funding proposals under
these regulations.
f.  Approve the organization structure of the fund.
Provide oversight in the utilization of the fund; and
Perform any other function as may be conferred on it by the Act or any other written law

7 e

8.6 Board Induction and Training

The fund has continuously engaged the board members in several consultation forums including
the co-operative leaders meeting and training, governor’s engagement, inviting experts to the board
meeting including loan debt collector and at the same time exposed themselves by conducting
physical co-operative follow up.

8.7 Conflict of interest

Board members and employees maintain public confidence in the objectivity of their service by
preventing and avoiding situations that could give the appearance of a conflict of interest or result
in a potential or actual conflict of interest.

8.8 Board and Member Performance

The performance of the board is usually based on the targets as outlined in the work plan each
year that are stipulated among others; the number of beneficiaries, amount of disbursement and
recoveries, number of collaboration and partnership, value chain funded and number of reports and
meetings conducted. The fund board approves a budget that is geared towards deliverables of the
loan recoveries, loan disbursement and co-operative value chain

8.9 Board Remunerations and Allowances

The board remunerations and allowances are restricted by Salary and Remuneration Commission
circulars that stipulate the allowances to committee members appointed by the County
Government. However, due to mobility and convenience of the operations, the board usually makes
resolutions for mobility and facilitation.
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8.10 Governance, Ethics and Conduct

All the appointed board members are obligated to sign a Code of conduct and ethics. The Code
sets out expectations for individual behavior necessary to meet these standards and includes
requirements and guidance to help carry out role with integrity and in compliance with the law. By
exemplifying the ethical behaviors and Board values described in the Code, the board will continue
to uphold Article 10 of the Constitution of Kenya on National Values and Principles of Governance
and Chapter 6 on Leadership and Integrity.

The fund is governed by a board and administered by the Fund Administrator. The Fund
Administrator reports functionally to the Board and administratively to the Chief Officer of the
department of Trade, Tourism and Cooperatives.
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9. Management Discussion and Analysis

9.1 Introduction

Co-operatives have been singled out as an engine of development, which has the potential to
contribute toward poverty reduction and wealth creation through transformation of informal groups
into cooperatives. It is noted that co-operatives in the county cut across all productive sectors of
our economy and provide an important framework for mobilizing both human and capital
resources. Equally play an integral role in production, processing and marketing of goods and
services through widespread network both in rural and urban areas of the county.

It is further noted that co-operatives in Laikipia County suffer from inadequate working capital to
finance their operation. To address this issue, the County Government under His Excellency Hon.
Joshua Irungu EGH initiated the co-operative revolving fund with a prime objective of availing
accessible and affordable credit facilities to all co-operatives societies with the purposes that are in
tandem with the Laikipia County Integrated Development plan. In this strategic development
intervention, co-operatives were expected to play a role including innovations, value addition to
products and services, manufacturing, financial services, transport (Boda Boda and matatu) sector,
wholesale and retail trade and also envisaging that co-operatives will be assisted and strengthened
to brand and market county products for both local and national markets.

In view of this and despite the effects of a prolonged dry spell that has greatly affected the general
business environment of the county and equally affected the performance of loans in terms
repayment and applications, the fund has remained focused to put on board new value chains
namely constructing of rental house, reactivating dairy industry, promotion of soya bean seed
multiplication as a Drought Resistance Crops with potential for value addition and also supporting
the sand harvesting on Asal areas. Coffee, avocado, macadamia and honey are other value products
that the fund is either supporting at a smaller scale or looking forward to in the near future. In
collaboration with the department of trade, the fund is looking into leather industry mainly in
Laikipia North whether the market dictates are alive.

In order to achieve this, the board endeavors to be always vigilant in decision making especially
on public fund utilization, loan approvals, public engagement and awareness and continuous
monitoring and evaluation.

During the period under review, fund board conduct two loan follow up to all the beneficiaries
with a view to understanding their operational challenges, loan repayment status, areas of
collaboration and ways to recover the defaulted loans. This exercise gave the board an insight into
the performance and the basis of further collaboration with all the beneficiaries.
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The fund had also targeted to disburse Ksh 30 million and recover Ksh30million. The fund in its
endeavors managed to issue Kshs 20.5 million and recover Ksh. 26,626,523.40 that fell short of
the target on both fronts. At the same time the fund encountered non-performing of Kshs 11.6
million, that is 25% of the total receivable thus risking the sustainability of the fund

9.2 Performance of the fund

9.2.1 Disbursement of the fund per Sub County
Financial Year
Sub County | 2015/2020 | 2020/2021 | 2021/2022 | 2022/2023 | 2023/2024 | 2024/2025 Total
Laikipia west 44,378,550 | 20,100,000 9,500,000  8,000,000f 11,300,000 10,500,000{ 103,778,550
Laikipia East 32,164,900 | 14,700.000| 11,800,000 12.600,000| 18,000,000f 9,000,000 98,264,900
Laikipia North | 16,100,000 | 11,700,000 3,400.000]  6,800,000] 4,000,000 1,000,000 43,000,000
Total 92,643,450 | 46,500,000 | 24,700,000, 27,400,000{ 33,300,000 20,500,000{ 245,043,450
Indicative graphical distribution map
Disbursement of Loan per Sub County
**There are fewer societies in Laikipia North
2015/2020  2020/2021  2021/2022  2022/2023  2023/2024  2024/2025
@ Laikipiawest 44,378,550 20,100,000 9,500,000 8,000,000 11,300,000 10,500,000
W Laikipia East 32,164,900 14,700,000 11,800,000 12,600,000 18,000,000 9,000,000
Laikipia North 16,100,000 11,700,000 3,400,000 6,800,000 4,000,000 1,000,000
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9.2.2 Cumulative Loans Disbursement per Sub County

Sub County Total Disbursed TOTAL_DISB URSM ENT PER SUB_COUNTY
Lallk}p}a West 103,778,550 1 Laikipia North Laikipia
Laikipia East 98,264,900 18% West
Laikipia North 43,000,000 - 42%
Total 245,043,450 f el

Laikipia East
40%

9.2.3 No of beneficiaries (Co-operatives) per Sub County

Financial Year

Sub 2023/20

County 2015 - 2020 2020/2021  2021/2022  2022/2023 24 2024/2025 Total
Laikipia

west 43 9 2 3 6 3 66
Laikipia

East 50 13 5 7 9 4 88
Laikipia

North 15 4 3 2 2 1 27
Total 108 26 10 12 17 8 181

No of Loaned Cooperative Scocieties (2015-2025)

2015-2020 2020/2021 2021/2022 2022/2023 2023/2024 2024/2025

M Laikipia west 43 9 2 3 6 3
M Laikipia East 50 13 5 7 9 4
Laikipia North 15 4 3 2 2 1
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9.2.4 Loans Comparative figures for the last five years

Financial Year

Details 2020/2021  2021/2022 2022/2023 2023/2024 2024/2025
Loan issued 46,500,000  24,700,00 27,400,000 33,300,000 20,500,000
Loan repaid 34,877,861 38,714,826 25,129,653 32,849,985 25,119,362
Interest

received 1,948,775 2,189,861 1,414,786 1,858,431 1,507,162
Receivables 56,889,484 42247480 47,922,518 50,388,056 45,697,944

The performance of the loans issued, loan repaid, interest and loan outstanding (receivables) for
the last 5 years

Perfomance Indicators For The Last 5 Years
60,000,000
50,000,000
40,000,000
30,000,000

20,000,000
10,000,000
2020/2021 2021/2022 2022/2023 2023/2024 2024/2025

® canissued ™ Loan repaid Interest received ™ Receivables

9.2.5. Quarterly Loan repayment performance

Patterns of loan repayments on quarterly basis in the year 2023/2024

Quarter Loan Recovery Interest Received
July-Sep 2024/25 6,939,081 416,345
Oct-Dec 2024/25 6,723,742 403,424
Jan-March 2024/25 4,268,742 256,125
April-June 2024/25 7,187,797 431,268
Total 25,119,362 1,507,162
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Quarterly Performance Data

8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000

0

Loan Recovery

Interest Received

\ /
\\ /
July-Sep 2024/25 Oct-Dec 2024/25 Jan-March 2024/25 April-June 2024/25
6,939,081 6,723,742 4,268,742 7,187,797
416,345 403,424 256,125 431,268
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10. Environmental and Sustainability Reporting

Laikipia County Co-operative Development Revolving Fund exists to transform cooperative
society’s enterprises this is our purpose and the driving force behind everything we do. It’s within
the spirit of the fund that the funded cooperatives have CSR components in place as stated below:

1. Sustainability strategy and profile -

To ensure that the fund is sustainable, the County came up with the revolving aspect
through its backing law, that is, the Laikipia County Cooperatives Act 2014. The fund is
mandated to impose an interest rate which is currently pegged at 6%. This ensures that the
funds revolve back for onward lending and essentially increases over time. Additionally,
the fund is bound by the provisions of the PFM Act and the PFM, county regulations.
Regulation 197(1) (d) provides that the administration cost of a fund such as this will be
limited to a maximum of 3% of the fund. This together with the interest rate charged ensures
that the fund is not depleted by administrative costs.

In addition, the Board has come up with policies tailored towards ensuring that repayment
of loans taken under the fund is sustainable.

2. Environmental performance
The fund supports cooperatives engaged in a wide range of activities. Most of the
cooperatives are engaged in Agriculture. Over time, these cooperatives have initiated
environmentally friendly agriculture through their members. By extension, the fund is
making an environmental impact through the cooperatives it supports noting that the fund
has been encouraging environmentally friendly practices during its training as well as other
engagements with cooperatives.

3. Employee welfare

The engagement of the Board members is guided by the provisions of the Laikipia County
Cooperatives Act and its attendant amendments as well as its regulations. Additionally, the
County Executive member for Trade, Tourism and cooperatives in appointments is duty
bound by the Constitution of Kenya to ensure that not more than one third of the members
are from the same gender.

The staff of the Fund are public officers. As such the laws, regulations and policies guiding

the engagement, disciplinary as well as the exit of public officers apply to them. Career
progression and training of public officers is well laid out in the public Service Manuals.
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4. Market place practices

The Board have put into place measures to ensure that:

a) All items procured for its use are procured using the procedures outlined in the
PPADA and its regulations.

b) Processing loan applications is done in a transparent manner with laid out eligibility
criteria being followed to ensure that the process is interference proof and hence not
prone to corruption.

¢) The activities of the Board such as training sessions are communicated to all
cooperatives in a timely manner to ensure their proper participation; and

d) Advertisements on available loans is done in an accurate manner that is free from
misrepresentation.

5. Community Engagements

The fund aims at empowering the residents of Laikipia, through cooperatives, by providing loans
at a subsidized interest rate of 6% p.a. this, in its core, ensures that the residents’ financial prowess
is boosted.

In addition to providing loans to the cooperatives, the board in collaboration with the Directorate
of Co-operatives carries out training to members of the various cooperatives on issues such as
book-keeping, financial management, cooperative management best practices and marketing.
Additionally, the staffs of the Board have been available to advise cooperatives on various issues
on a need-and-request- basis.
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11. Report of the Trustees

During the period under review the fund was composed of the Finance and Administration
Subcommittee, Loan follow up and technical committee that were charged with the strategic
functions of offering technical advice to the board and the beneficiaries. Often, these committees
would Co-opt the Director for Co-operatives in order to align the functions of the fund to the
Laikipia County Co-operative Societies Act 2014 and other Regulations thereunder and enhance
the reach.

11.1 Principal activities

The key activities of the fund are;

Oversee the daily running of the fund

Research, prepare and implement fund adopted and approved policies.

Preparation and maintenance of the fund books of account.

Reporting to the county treasury and relevant authorities to ensure compliance with the

PFM Act 2012

5. Inquire carefully and diligently into the character and financial conditions of each loan

applicant (appraise all loans issued)

Dealing with all delinquent loans reported to the board

7. Liaising with the County Executive Committee Member in charge of co-operatives for
guidance and on policy matters

oo ol

N

11.2 Performance

The performance of the Fund for the year ended June 30, 2025, are set out on page xvii to xxi as
reported by the fund administrator

11.3 Fund Board

The members of the Administration Committee who served during the year are shown on page iv-
ix in the key entity information and management.

11.4 Auditor
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.

By Order of the Administration Committee

Chair of Fund Administration Committee

Date: 9—9\( c,g‘ o %/
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12. 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 (Laikipia County Co-operative
Societies Act 2014 Section 106 and 107 amended 2017) 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, 2025. 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 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 (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 (Laikipia
County Co-operative Societies Act 2014 Section 106 and 107 amended 2017). 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, 2025, and of the Fund’s
financial position as at that date. The Administrator further confirms 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.
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

?gwere approved by the Board on 22" August 2025 and signed on
\‘ (-).G}P..D.EV.ELOPMET: !

fund Admigisterge FUND. L

Laikipia County Co-operative‘Development Revolving Fund
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REPUBLIC OF KENYA |

REPORT OF THE AUDITOR-GENERAL ON LAIKIPIA COUNTY CO-OPERATIVE
DEVELOPMENT REVOLVING FUND FOR THE YEAR ENDED 30 JUNE, 2025

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

A. Report on 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 the Government
achieves value for money and that such funds are applied for the intended purpose;
and,

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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

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
Qualified Opinion

| have audited the accompanying financial statements of Laikipia County Co-operative
Development Revolving Fund set out on pages 1 to 23, which comprise of the statement
of financial position as at 30 June, 2025, and the statement of financial performance,

Report of the Auditor-General on Laikipia County Co-operative Development Revolving Fund for the year ended
30 June, 2025



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, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Laikipia County Co-operative Development Revolving
Fund as at 30 June, 2025 and of its financial performance and its cash flows for the year
then ended, in accordance with International Public Sector Accounting Standards
(Accrual Basis) and comply with the Laikipia County Co-operative Revolving Fund
Regulations, 2020 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
Non-Performing Loans

As previously reported, the statement of financial position and Note 17 to the financial
statements reflect receivables from exchange transactions amounting to
Kshs.41,318,741. Included in this balance are loan receivables totalling Kshs.19,261,662,
which had remained outstanding for periods exceeding the allowable credit period of one
(1) year, rendering their recoverability doubtful. Further, the provision for doubtful debts
of Kshs.843,240 disclosed in the financial statements appears inadequate in relation to
the level of overdue accounts.

In the circumstances, the accuracy, completeness and recoverability of the receivables
from exchange transactions of Kshs.41,318,741 could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAls). | am independent of the Laikipia County Co-operative Development
Revolving Fund Management in accordance with ISSAI 130 on the 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 qualified opinion.

Emphasis of Matter

1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final total receipts
budget and actual amounts on comparable basis of Kshs.71,930,612 and
Kshs.35,728,825 respectively, resulting to a shortfall of Kshs.36,201,787, or 50% of the
budget. Similarly, the Fund utilized Kshs.22,647,360 against actual receipts of
Kshs.35,728,825, resulting in an under-absorption of Kshs.13,081,465 or 36% of the
actual receipts.

Report of the Auditor-General on Laikipia County Co-operative Development Revolving Fund for the year ended
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The underfunding and under-absorption affected the planned activities and may have
impacted negatively on service delivery to the public.

2. Delayed Budgetary Support from the County Government

The statement of financial position and Note 21 to the financial statements reflect
receivables from non-exchange transactions of Kshs.10,500,000, representing budgetary
allocation from the County Government outstanding since the financial year 2022/2023
and remained un-transferred to the Fund. The delayed budgetary support affects the
operation and liquidity of the Fund.

My opinion is not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effects of the matter
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Other Matter
Unresolved Prior Year Audit Matters

The following issues raised on Laikipia County Co-operative Development Revolving
Fund in the previous audit report remain unresolved;

1. Non-performing Loans.

2. Budgetary Control and Performance.

Other Information

Management is responsible for the Other Information set out on page iv to xxx, which
comprise of Key Entity Information and Management, The Fund Administration
Committee, Management Team, Fund Chairperson’s Report, Report of the Fund
Administrator, Statement of Performance Against the County Fund’s Predetermined
Objectives, Corporate Governance Statement, Management Discussion and Analysis,
Environmental and Sustainability Reporting, Report of the Trustees and Statement of
Management’'s Responsibilities. The Other Information does not include the financial
statements and my audit report thereon.

In connection with my audit on the Fund’s financial statements, my responsibility is to
read the Other Information and in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or otherwise appears to be materially misstated. If based on the work | have performed, |
conclude that there is a material misstatement of this Other Information, | am required to
report that fact. | have nothing to report in this regard.
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My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit 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.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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.

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Basis for 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 controls, risk management and overall 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 the Fund Administration Committee

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 controls 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 controls, risk management and governance.

Report of the Auditor-General on Laikipia County Co-operative Development Revolving Fund for the year ended
30 June, 2025
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In preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

The Fund Administration Committee is 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
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
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards of Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not 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 addition, |
consider the entity’s control environment in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Report of the Auditor-General on Laikipia County Co-operative Development Revolving Fund for the year ended
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Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the
Office of the Auditor-General’'s website at: https://www.oagkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA , CBS
AUDITOR-GENERAL

Nairobi

19 November, 2025

Report of the Auditor-General on Laikipia County Co-operative Development Revolving Fund for the year ended
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Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

14. Statement of Financial Performance for the Year Ended 30" June 2025

KShs KShs
Revenue from non-exchange transactions
Transfer in Kind ) - -
Fines, Penalties and Other Levies 8 - 3,670
Total = 3,670
Revenue from exchange transactions
Interest Income 9 1,230,000 1,998,000
Total 1,230,000 1,998,000
Total revenue 1,230,000 2,001,670
Expenses
Use of goods & Services 11 2,147,360 1,993,100
Depreciation and Amortization Expense 13 51,848 77,385
Finance costs 14 - -
Provision for bad debts 19 843,240 955,680
Total expenses 3,042,448 3,026,165
Surplus/(deficit) for the period (1,812,448) (1,024,495)
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Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

15. Statement of Financial Position As at 30 June 2025

KShs KShs

Assets
Current assets
Cash and cash equivalents 16 13,081,465 9,102,302
Receivables from exchange transactions 17 41,318,741 46,828,310
Receivables from non-exchange transactions 21 10,500,000 10,500,000

64,900,206 66,430,612
Fixed Assets
Property, plant and equipment 20 105,267 157,115

105,267 157,115

Total assets 65,005,473 66,587,727
Liabilities
Current liabilities
Trade and other payables from exchange transactions 18 310,399 80,205
Total liabilities 310,399 80,205
TOTAL NET ASSETS 64,695,074 66,507,522
Revolving Fund 56,963,853 56,963,853
Accumulated surplus/deficit 7,731,222 9,543,670
TOTAL EQUITY 64,695,075 66,507,523

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 22"¢ August 2025
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Laikipia County Co-operative Development Revolving Fund

Annual Report and Financial Statements for the year ended June 30, 2025

16. Statement of Changes in Net Assets for the year ended 30" June 2025

KShs KShs KShs
Balance as at 1 July 2023 56,963,853 - 10,568,165 67,532,018
Surplus/(deficit) for the period - - (1,024,495) (1,024,495)
Funds received during the year - - - -
Revaluation gain - - - -
Period ended 30" June 2024 56,963,853 - 9,543,670 66,507,523
Balance as at 1 July 2024 56,963,853 - 9,543,670 66,507,523
Surplus/(deficit) for the period - - (1,812,448) (1,812,448)
Funds received during the year - - - -
Revaluation gain - - - -
Balance as at 30" June 2025 56,963,853 7,731,222 64,695,075

The Fund retains no reserves.
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17. Statement of Cash Flows for The Year Ended 30 June 2025

Kshs Kshs

Cash flows from operating activities
Receipts
Interest received 17 1,553,089 1,859,433
Receipts from other operating activities-Fines 17 = 3,570
Total Receipts 1,553,089 1,863,003
Payments
Use of Goods and Services 11 2,147,360 1,993,100

2,147,360 1,993,100
Total Payments
Net cash flows used in operating activities (594,271) (130,097)
Cash flows from investing activities
Proceeds from loan principal repayments 17 25,073,434 | 30,990,554
Loan disbursements paid out 17 (20,500,000) | (33,300,000)
Net cash flows used in investing activities 4,573,434 (2,309,466)
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 and cash equivalents 3.979,163 (2,439,543)
Cash and cash equivalents at 1%t July 2024 16 9,102,302 11,541,845
Cash and cash equivalents at 31% June 2025 16 13,081,465 9,102,302
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18. Statement Of Comparison of Budget and Actual Amounts for The Period 2025

Original - : Astayl o Performance | %
budget Adjustments | Final budget confparable Fifference Utilisation
Description basis
Revenue KShs KShs KShs KShs KShs KShs
a b c=(a+b) d e=(c-d)| f=d/c*100
Transfers from County Govt.-Recurrent 1,000,000 - 1,000,000 - 1,000,000 0%
geav"eslgegsmf;g:“ Sonity Goye 10,000,000 ; 10,000,000 | 10,000,000 0%
Interest income 5,000,000 - 5,000,000 1,553,089 3,446,911 31%
Opening Cash and Cash equivalent - 9,102,302 9,102,302 9,102,302 - 100%
Receivables from exchange transactions - 46,828,310 46,828,310 25,073,434 21,754,876 54%
Total Revenue 16,000,000 55,930,612 71,930,612 35,728,825 36,201,787
Expenditure
Use of Goods and Services 480,000 1,677,918 2,157,918 2,147,360 10,558 100%
Loans disbursement 15,520,000 54,252,694 69,772,694 20,500,000 49,272,694 29%
Total Expenditure 16,000,000 55,930,612 71,930,612 22,647,360 49,283,252
Surplus - - - 13,081,465
Budget notes
i On interest income, utilization was 31% due to delay in loan applications.
il On loan disbursements, the utilization was 29% due to delay in loan applications from the cooperative societies
iii. On Transfers from County Govt, this are accrued transfers of FY 2022/23 that have not been received by the Fund
v. On Receivables from exchange transactions was at 54% due to delay in loan applications from the cooperative societie




Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

19. Notes to the Financial Statements
Significant Accounting Policies

1. General Information

Laikipia County Co-operative Development Revolving Fund entity is established by and derives
its authority and accountability from Laikipia County Co-operative Societies Act 2014 amended
in 2017. The entity is wholly owned by the Laikipia County Government and is domiciled in
Kenya. The entity’s principal activity is to provide accessible and affordable credit facilities co-
operative societies in Laikipia County.

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) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2025

There were no new and amended standards issued in the financial year.

(ii) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2025.

IPSAS 43: Applicable I'' January 2025

Leases The standard sets out the principles for the recognition, measurement,
presentation, and disclosure of leases. The objective is to ensure that lessees
and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial
position, financial performance and cashflows of an Entity.

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

IPSAS 44: Applicable I'' January 2025
Non- Current The Standard requires,
Assets Held for

Sale and
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Discontinued
Operations

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

IPSAS 45:
Property Plant
and Equipment

Applicable I* January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment.
IPSAS 45 has additional guidance/ new guidance for heritage assets,
infrastructure assets and measurement. Heritage assets were previously
excluded from the scope of IPSAS 17 in IPSAS 45, heritage assets that
satisfy the definition of PPE shall be 7rganizati as assets if they meet the
criteria in the standard. IPSAS 45 has an additional application guidance for
infrastructure assets, implementation guidance and illustrative examples. The
standard has clarified existing principles e.g. valuation of land over or under
the infrastructure assets, under- maintenance of assets and distinguishing
significant parts of infrastructure assets.

IPSAS 46:
Measurement

Applicable I'' January 2025
The objective of this standard was to improve measurement guidance across
IPSAS by:

i.  Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under
which they should be used.

ii.  Clarifying transaction costs guidance to enhance consistency across
IPSAS.

iii.  Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and
measurement related disclosures.

The standard also introduces a public sector specific measurement bases
called the current operational value.

IPSAS 47:
Revenue

Applicable I"' January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions,
IPSAS 11 Construction contracts and IPSAS 23 Revenue from non-
exchange transactions. This standard brings all the guidance of accounting
for revenue under one standard. The objective of the standard is to establish
the principles that an entity shall apply to report useful information to users
of financial statements about the nature, amount, timing and uncertainty of
revenue and cash flow arising from revenue transactions.

IPSAS 48:
Transfer
Expenses

Applicable I’ January 2026

The objective of the standard is to establish the principles that a transfer
provider shall apply to report useful information to users of financial
statements about the nature, amount, timing and uncertainty of expenses and
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cash flow arising from transfer expense transactions. This is a new standard
for public sector entities geared to provide guidance to entities that provide
transfers on accounting for such transfers.

IPSAS 49: Applicable I'' January 2026

Retirement The objective is to prescribe the accounting and reporting requirements for

Benefit Plans the public sector retirement benefit plans which provide retirement to public
sector employees and other eligible participants. The standard sets the
financial statements that should be presented by a retirement benefit plan.

IPSAS 50: Applicable I*' January 2027

Exploration For | The objective of this Standard is to specify the financial reporting for the

& Evaluationof |exploration for and evaluation of mineral resources. The Standard requires:

Mineral i.  Limited improvements to existing accounting practices for

Resources exploration and evaluation expenditures.

ii.  Entities that recognize exploration and evaluation assets to assess
such assets for impairment in accordance with this Standard and
measure any impairment in accordance with IPSAS 26.

iii.  Disclosures that identify and explain the amounts in the entity’s
financial statements arising from the exploration for and evaluation
of mineral resources and help users of those financial statements
understand the amount, timing and certainty of future cash flows
from any exploration and evaluation assets recognized.

(i) Early adoption of standards

The Entity did not early — adopt any new or amended standards in the financial year
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4. Summary of 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.

Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the Entity’s
right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2024/2025 was approved by the County Assembly on 28" June
2024. 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 did not record any
appropriations on the FY 2024/25 budget 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.
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Summary of Significant Accounting Policies (Continued)

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 cash
flows has been presented.

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts 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 cost is
recognized in the carrying amount of the plant and equipment as a replacement if the recognition
criteria are satisfied. All other repair and maintenance costs are recognized in surplus or deficit
as incurred. Where an asset is acquired in a non-exchange transaction for nil or nominal
consideration the asset is initially measured at its fair value.

a) 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.

b) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at the
time that cost is incurred if the recognition criteria are met and excludes the costs of day-to- day
maintenance of an investment property. Investment property acquired through a non- exchange
transaction is measured at its fair value at the date of acquisition. Investment properties are
derecognized either when they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit or service potential is expected
from its disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the surplus or deficit in the period of de- recognition.
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Summary of Significant Accounting Policies (Continued)

¢) Financial instruments

IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model for
financial assets. A financial instrument is any contract that gives rise to a financial asset of one
entity and a financial liability or equity instrument of another entity. At initial recognition, the
entity measures a financial asset or financial liability at its fair value plus or minus, in the case
of a financial asset or financial liability not at fair value through surplus or deficit, transaction
costs that are directly attributable to the acquisition or issue of the financial asset or financial
liability.

Financial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortized cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
entity’s management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is
held within a management model whose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held
within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets and the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. A financial asset shall be measured at fair value through surplus
or deficit unless it is measured at amortized cost or fair value through net assets/ equity unless
an entity has made irrevocable election at initial recognition for particular investments in equity
instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial
assets into amortized cost or fair value categories for financial instruments. Movements in fair
value are presented in either surplus or deficit or through net assets/ equity subject to certain
criteria being met.

11
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Summary of Significant Accounting Policies (Continued)

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that
is subsequently measured at amortized cost and is not part of a hedging relationship is
recognized in profit or loss when the asset is de-recognized or impaired. Interest income from
these financial assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at fair value through net assets/ equity. Movements in the carrying amount are taken
through net assets, except for the recognition of impairment gains or losses, interest revenue
and foreign exchange gains and losses which are recognized in surplus/deficit. Interest income
from these financial assets is included in finance income using the effective interest rate method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/
equity are measured at fair value through surplus or deficit. A business model where the entity
manages financial assets with the objective of realizing cash flows through solely the sale of
the assets would result in a fair value through surplus or deficit model.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL”) associated with
its financial assets carried at amortized cost and fair value through net assets/equity. The entity
recognizes a loss allowance for such losses at each reporting date. Critical estimates and
significant judgments made by management in determining the expected credit loss (ECL) are
set out .
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Summary of Significant Accounting Policies (Continued)
Financial liabilities
Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss.

d) 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 labor and a proportion of
manufacturing overheads based on the normal operating capacity, but excluding borrowing
costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for a
nominal charge, that class of inventory is measured at the lower of cost and current replacement
cost.Net realizable value is the estimated selling price in the ordinary course of operations, less
the estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course of operations of the Entity.

e) 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
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.

f) Social Benefits

Social benefits are cash transfers provided to i) specific individuals and / or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity organization a social benefit as an expense for the social benefit
scheme at the same time that it organization a liability. The liability for the social benefit scheme
is measured at the best estimate of the cost (the social benefit payments) that the entity will incur
in fulfilling the present obligations represented by the liability.

13



Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

Summary of Significant Accounting Policies (Continued)
g) 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.

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. 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.

i) 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.

14



Laikipia County Co-operative Development Revolving Fund
Annual Report and Financial Statements for the year ended June 30, 2025

Summary of Significant Accounting Policies (Continued)
i) 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.

k) 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.

1)) 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.

m) 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 organization
public officers and/or institutions which were not surrendered or accounted for at the end of the
financial year.

n) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.
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Summary of Significant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

The preparation of the Entity’s financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end
of the reporting period. However, uncertainty about these assumptions and estimates could result
in outcomes that require a material adjustment to the carrying amount of the asset or liability
affected in future periods.

State all judgements, estimates and assumptions made e.g.
d) Estimates and assumptions —

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The 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

Y VY

Availability of funding to replace the asset

A4

Changes in the market in relation to the asset
e) 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 15.

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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Notes To the Financial Statements Continued

6. Public contributions and donations

Donation from development partners

Contributions from the public

Total

7. Transfers in Kind

Bal BF

Additional Fines

Paid Fines

Total

8. Fines, penalties and other levies

Transfers from County Govt.

3,670

Total

3,670

9. Interest income

Interest income from loans

1,230,000

1,998,000

Total interest income

1,230,000

1,998,000
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10. Other income

Insurance Recoveries

Income from Sale of Tender Documents

Miscellaneous Income

Total Other Income

11. Use of Goods and Services

Printing and stationery

Trainings/capacity building and mobilization 1,099,000 1,314,130
Board meeting Allowances 1,038,630 483,885
Catering Services - -
Staff Allowance and Subsistence - 173,000
Fuel And Oil Costs - -
Income Tax on Board Allowances - -
Bank Charges 9,730 22,085
Total 2,147,360 1,993,100

12. Employee Costs

Salaries And Wages

Staff Gratuity

Staff Training Expenses

Social Security Contribution

Other (Specify)

Total
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13. Depreciation and Amortization Expenses

Office printer and computer 157,115 234,500
Less: Depreciation 51,848 77,385
Total 105,267 157,115

Depreciation is at 0.33 Per Annum

14. Finance costs

Interest On Bank Overdrafts

Interest On Loans from Banks

Total

15. Gain/(loss) on disposal of assets

Property, Plant and Equipment

Intangible Assets

Total

16. Cash and cash equivalents

Fixed deposits account

On — call deposits

Current account

13,081,465

9,102,302

Total cash and cash equivalents

13,081,465

9,102,302
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Detailed analysis of the cash and cash equivalents are as follows:

¢)Current account

Kenya Commercial bank

Cooperative Bank-01141366165000

13,081,465

9,102,302

Sub- total

13,081,465

9,102,302

d) Others(specify)

Cash in transit

Cash in hand

M Pesa

Sub- total

Grand total

13,081,465

9,102,302

17. Receivables from exchange transactions

Current Receivables

Bal b/d 46,828,310 45,335,737
New loans 20,500,000 33,300,000
Interest receivable 1,230,000 1,998,000
Current loan repayments -Principal (25,073,434) (30,990,554)
Current loan repayments -Interest (1,553,089) (1,859,433)
Add Back additional overpayments 230,194 140
Penalties and fines on defaulters - 3,670
Paid Fines and penalties - (3,570)
Provision for Bad and doubtful debts (843,240) (955,680)
Total Current receivables 41,318,741 46,828,310
Non-Current receivables

Long term loan repayments due - -
Total non-current receivables - -
Total receivables from exchange transactions 41,318,741 46,828,310
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Additional disclosure on interest receivable

18. Trade and other payables from exchange transactions

Loans Overpayments BF 80,205 80,065
Additional overpayment 230,194 140
Stale cheque - -
Total trade and other payables 310,399 80,205

19. Provision for Bad and doubtful debts

Provision for bad debts 843,240 955,680
Total Provision 843,240 955,680
Provision for bad debts is at 2% of the loan balance

20. Property, plant, and equipment

As at 30th June 2022 350,000
At 1% July 2022 350,000
Less Depreciation 115,500
Impairment

At 30th June 2023 234,500
At 1 July 2023 234,500
Less Depreciation 77,385

Impairment

As at 30th June 2024 157,115
At 1% July 2024 157,115
Less Depreciation 51,848

Impairment -
As at 30" June 2025 105,267
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21. Receivables from non-exchange transactions

10,500,000 10,500,000

Receivables -County Govt
Additional receivables
Total

10,500,000 10,500,000

N
o
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20. Annexes

Annex I: Progress on Follow 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.

Timeframe: |
Status: ;
Reference No. | Issue/ (Put a date |
. (Resolved \
on the external | Observations Management comments when you
g / Not 4
audit Report from Auditor expect the issue
P Resolved) P
to be resolved)
- Review the policy
framework on the ;
The valuation collateral and security
and accuracy of of loans.
the current - Engage the newly
portion of recruited Co-
long-term operative Ward :
. : fficers to monitor '
Non- bl . Not
il PRLIGIIE, | MRCBIVD1ES and evaluates the loan © 2025/2026
Loans from exchange resolved
. repayments
transactions of - Blacklist defaulters
Kshs with CRB , engage
47,228,346 debt collectors and
could not be take legal action with
confirmed Cooperative Tribunal
for recovery from the ‘
guarantors
Under-fundin - Review the legal
d & frame work of the
= . funding of the entity
underutilizatio as a Programme with
n affected the Development and
Budgetary planned Recurrent Vote.
activities and - Enhance loan Not
control and . 2025/2026
ormance may have recovery mechanism resolved
impacted as stated above 1
negatively on - Resource mobilizes ]
the service from the development
delivery to the Partners and pool
; ings from the ‘
bl savings ;
public beneficiaries
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Annex IV: Reporting on Disaster Management Expenditure
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