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1. KEY ENTITY INFORMATION AND MANAGEMENT

The Management & Supervision Fund was established Under Co-operatives Societies Rule No.
[8 and 19. [fhe Fund is managed by the department for Co-operatives as authorized by the Co-

operatives Spcieties Act 2004 and the Co-operatives Societies Rules.

Co—operatiH:s Societies Act 2004 and the Co-operatives Societies Rules 18;
(1) There is|hereby established a fund to be known as the Management and Supervision Fund and

every registered society shall, unless exempted in writing by the Commissioner. pay into it

annually anfudit and supervision fee.
(2) The Coflimissioner shall administer the Fund and the balance of the Fund shall be kept with
the accounting officer who shall be authorized to accept receipts and to make payments in

accordance|gith the provisions of these Rules: Provided that the accounting officer shall not make

from the Fund unless he holds a cash balance on behalf of the Fund sufficient to
ment.

ipts to the fund shall consist of-

es under sub-rule (I) as fixed by the Commissioner for the better carrying out of the
sions and purposes of section 25 of the Act;

n per centum of the audit fees paid by the society to the auditor in respect of the annual
INts in question; and (c) fees paid under rules 16 and 17 (2).

ture charged to the Fund may include expenditure for-

urchases of specialized stationery, office machinery and equipment for use by the
missioner in the administration of co-operative societies and the Fund:

(b) Repairs of office machinery and equipment purchased from the management fund;
mporary extra clerical assistance, authorized by the Commissioner as necessary from
to time in connection with the audit and supervision of co-operative societies:

(d) frayment of professional audit fees which shall be subsequently recovered wholly or in
from co-operative societies concerned;

quidation expenses including legal fees and costs where no money~ are available to
thelliquidator and where in the opinion of the Commissioner such expenditure should be
inclirred for the proper carrying out of the liquidation; and
(H)

Su

ny other expenditure approved by the Treasury including the investment of funds

lus to requirements.

i|Page
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Accounts of the Fund 19;
(1) Fifty per cent of the annual receipts received by the Fund shall be payable half yearly to the
Government as appropriations-in-aid.
(2) All expenditure from the Fund shall be supported by vouchers and authorized by the
Commissioner in the same manner as for other Government expenditure.

(3) The Fund shall be audited annually by the Auditor General.

a) Principal Activities

The principal activity of the fund is the sale of co-operatives audit services and annual registration
of auditors.

Vision
~The fund of choice for the promotion of accountability and audit in Co-operatives societies.
Mission

To mobilize funds from Co-operatives societies and other sector players and utilize the same
towards the attainment of a globally competitive and sustainable co- operative sector.

Core Values

The fund upholds the values of accountability, transparency. excellence. accessibility. integrity.
responsiveness. equity and team work.

b) Key Management

Ref Name .. POSIthﬂ o o

1 AliNoor [srp_all CBS L _Accqun_tmo Ofﬁcer ) L
2 DavidK.Obonyo . _._ Commissioner for Co operatlves )
30 Javel Murira . _ Director Co-operatives Audit (AIE Holder) »
4 GladysN Walthaka___ ) o __Principal Accounts Controller o
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¢) RegiStered Offices

P.O. Box 30547-00100

4) 020-273531-9
rika@gmail.com

ASNITKA. 0 X2

¢) Fund Bankers

Central Bank of Kenya
Haile Selassie|Avenue
P.O. Box 600
City Square 00200
Nairobi, Keny

ommercial Banks

ent Auditors

Office of the A
Anniversary T
P.O. Box 3008
GOP 00100

Nairobi, Kenya

itor General
ers, University Way

Legal Adviser

eral
State Law Offic
Harambee Aven
P.O.Box 40112
City Square 002
Nairobi, Kenya.
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2. FUND ADMINISTRATION COMMITTEE

Management and Supervision fund has no board of trustees only a management team under Co-
operatives director of Audit in the office of Commissioner for Co-operatives.

Ref Name Position

[ Ali Noor [smail, CBS Accounting Officer

2 David K. Obonyo Commissioner for Co-operatives

3 Javel Murira Director Co-operatives Audit (AIE Holder)
4 Gladys N. Waithaka Principal Accounts Controller

N
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Manageme
Annual Rep

ENT OF PERFORMANCE AGAINST ENTITY’S PREDETERMINED
[HVES

Section 81 (2)
financial year t
national gover

f) of the Public Finance Management Act, 2012 requires that, at the end of each
¢ accounting officer when preparing financial statements include a statement of the
ent entity’s performance against predetermined objectives.

The key devé

opment objectives of the Management and Supervision Fund (Co-operative
Accounts and l

dit) are to:

a) Implement
b) Regulate a

subsidiary
¢) To promotd
d) To ensure

policy and operational guidelines on Co-operative Audit services

il monitor compliance with the provisions of the Co-operative Societies Act and
gislation

good governance in co-operative societies

ffective and efficient service delivery

Progress on at
Below we prov

inment of Strategic development objectives
e the progress on attaining the stated objectives:-

| Outeonie

ANC

Indicator ] {
Developed two technical updates and

Two technical updates

y

hieetiv
Jpjectn
D JECTIY

[mplement

| Governance Guidelines were
and policy and issued to cooperative completed and signed achieved the targets by 100%
accountability | operational societies
guidelines on
f Co-operative
' Audit services
(-
| Regulate and Promotion of 4420 audited accounts Registered 4420 audited accounts
‘ monitor accountability through against a target of 3800, hence a
compliance wi registration of 4420 score of 116%.
the provisions Audited accounts
of the Co-
] operative
Societies Act
and subsidiary
’ legislation
Regulation of audit 352 Audit firms were Approved list of auditors for 2022
services and promoted registered and approved to done
[ ethical practices audit cooperatives
Enforcement of the Compliance audit of societies Compliance audits were carried out
legal requirements on | in the 47 Counties in the Counties and reports issued
[ audit
| To promote Promotion of Reviewed 3 liquidators’ Records of 3 societies against a
good accountability during | schemes of distribution and target of 5 were reviewed and reports
governance in liquidation of societies society status issued
co-operative
societies
v|iPage ‘
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Inquiry and
investigation of
suspected
mismanagement and
fraud

Cooperative Auditors took
part in [l inquiries and
inspections of societies

Cooperative auditors were assigned
inspection and inquiry work in 11
societies

To ensure
effective and
efficient service
delivery

Lender services to the
public in accordance
with Citizen Service
Delivery Charter

Attendance to public requests
and complaints

| Attended to all the customer requests

and provided the necessary
assistance.
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4. MANAGH MENT TEAM

rincipal Secretary Ali Noor Ismail, CBS

d ~ [|{Mr Ali Noor Ismail, CBS is the Principal Secretary (PS) in the State Department for Co-

o . ||bperatives, Ministry of Agriculture, Livestock. Fisheries and Co-operatives. He holds a Master’s
if Science Degree in Human Resource Management. His career spans over 35years at
J anagement level in both private and public sectors. He has held the position of Principal

ecretary since his appointment by H.E the President of the Republic of Kenya. He was the

rincipal Secretary in the Ministry of Environment and Forestry and Principal Secretary in the

inistry of Labour, Social Security and Services, and the State Department for Co-operatives.

' ||Mr. David K. K. Obonyo

||Commissioner for Co-operative Development

' [The Commissioner for Co-operatives Development and currently the Head Finance and
Narketing Division. Holds a Masters of Arts Rural Economics and Co-operation (Bundelkhand
University, [ndia); Bachelor of Arts. Economics. Sociology and Political Science and Diploma |
, ndustrial Relations. Has 24 years service in the Co-operatives Administration serving as Ag.
| |Becretary Ethics Commission for Co-operatives Societies (ECCOS), Head of Department, Co- |
: peratives Finance and Banking, Co-operatives County commissioner. Provincial Co-operatives

| |Pfficer and District Co-operatives Officer. A member of Kenya Society for Professional Co-
®. | Qperators. (KSPC).

|
|
i
|

O

A Gladys Njeri Waithaka. ]
'PA Gladys Njeri Waithaka is the Principal Accounts controller in The State department

cooperatives. She holds a Bachelor’s degree in Business administration (Account
tion) from Kenya Methodist University. She is in charge of accounting and financial
réporting as well as designing, implementing and fair presentation of financial statements.
| Sle is a CPA (K) finalist and a member of The Institute of Certified Public Accountants,
nya (ICPAK).

e )

&vel Muthee Murira

irector Co-Operative Audit.

He holds a MBA in Finance, B.A in economics and sociology. KACE and KCE. He is a
?ofessional Accountant; He is in currently Director of Co-operatives Audit State department for
Jo-operatives. He has worked in various government units from the year 1994 to date. He is a
;mber of ICPAK and Institute of internal auditors (ITA).

—

vii|Page
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5. CORPORATE GOVERNANCE STATEMENT

STATEMENT OF COMPLIANCE

The fund has throughout the FY 2021/2022 complied with all statutory and regulatory requirements
and that the fund has been managed in accordance with the principles of good corporate governance.

INTERNAL CONTROL AND RISK MANAGEMENT

Internal Control

The management are responsible for reviewing the effectiveness of the fund’s system of internal
control which is designed to provide reasonable, but not absolute, assurance regarding the
safeguarding of assets against unauthorized use or disposition and the maintenance of proper
accounting records and the reliability of financial information used within the business or for
publication. These controls are designed to manage rather than eliminate the risk of failure to
achieve business objectives due to circumstances which may reasonably be foreseen and can only
provide reasonable and not absolute assurance against material misstatement or loss.

Organization Structure

A clear organizational structure exists, detailing lines of authority and control responsibilities. The
professionalism and competence of staff is maintained both through rigorous recruitment policies
and a performance appraisal system which establishes targets. reinforces accountability and
awareness of controls, and identifies appropriate training requirements. Training plans are
prepared and implemented to ensure that staff develop and maintain the required skills to fulfil
their responsibilities, and that the fund can meet its future management requirements.

Strategic Plan

The business of the fund is determined by the strategic plan. The strategic plan sets out the
objectives of the fund, and the annual targets to be met to attain those objectives. The strategic
plan is evaluated annually to assess the achievement of those objectives. The board on an annual
basis approves the work plan supported by the financial plan for the year. Progress against the
plan is monitored on a quarterly basis.

Internal Control Framework

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

Management Team

The management team headed by the Fund Administrator implements the board decisions and
policies through action plans. The team meets regularly to review these action plans to ensure that
the board’s objectives are achieved effectively and efficiently.

Auditor
The fund is audited by the Auditor-General.

vili | P a ¢
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The fund earnéfl revenues amounting to KShs.12.275 M were collected from audit and supervision
and inquiry fdés. The total expenditures during the period amounted to KShs. | 1.885 M out of

which were gafleral expenses and AIA transfers.

Revenue vs Expenditure

Amount thonnlhrons

With the expectdd operationalization of the new National Cooperative Policy and finalization of
the new Coopdtative Bill, the management and supervision fund revenue streams will be

streamlined with{that at the county level.

Key challenge

The activities fdf the year slowed down because of the Covid-19 Pandemic which affected the
business becauséof the restrictions in movement, lockdowns, ban on gatherings and many people
working from hdne. The restrictions affected the general performance of the economy which in

turn reduced saldfof cooperative shares and society property due to limited liquidity.

ix|Page
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7. CORPORATE SOCIAL RESPONSIBILITY STATEMENT/SUSTAINABILITY

The Management & Supervision Fund is operated under the office of the Commissioner for Co-
operatives and it does not have structures by itself.

x|Page
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8. REPORI OF THE FUND ADMINISTRATOR

The fund ad
year ended

inistrator submits the report together with the audited financial statements for the
ne 30, 2022 which show the state of the Fund affairs.

Entity’s comjpliance with sthtutory requirements

porting period the fund has complied with all statutory requirements. The institution
sbmpliance that may expose it to potential contingent liability.

Key projects and investment decisions the entity is planning/implementing

There is no @ny key project or investment the fund is planning to implement.

Sustainabi

The fund and its stakeholders are increasingly emphasizing on the need to ensure sustainability for
both its invistments and its resource mobilization and financing capabilities with an objective of
ensuring that the fund’s going concern is secured.

The tund
~would ass
mobilizatig

ds conducted a basic assessment of available options for feasible financing tools that
e the fund of its long-term sustainability. The fund has reviewed its current resource
strategies and proposed feasible sustainability financing options.

Major risks

facing the entity

The fund i&
unpredicta
adverse ef

Material ¢

exposed to liquidity risk. The fund overall risk management framework focuses on
ility of changes in the business environment and seeks to minimize the potential
ct of such risk on its performance by setting acceptable levels of risk.

rears in statutory/financial obligations
dreporting period the Fund has no material arrears and any financial obligations
s financial probity and serious governance issues

During thélreporting period the fund has no case of financial improbity reported and no governance

issues wer¢ raised.
PrincipalActivities
The principal activity of the fund is the sale of co-operatives audit services and annual registration
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Administrator of the Fund is the Director Audit Services under the Commissioner for Cooperatives
as shown in page 3.

Auditors
The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.

Conclusion

Good progress was made in the financial year and the momentum has been created to enable
Management and Supervision Fund continue on a trajectory into prosperity. We have identified -
gaps and areas to improve on in the subsequent years. o
[ take this opportunity to express my sincere gratitude and appreciation to the State @f)é?tment
for Co-operatives, Co-operative Auditors. and other Stakeholders. for their continued=support -

which made us achieve these results.

[ look forward to your continued support in the years to come.

R

Signed:
David K. Obonyo
Commissioner for Co-operative Development.

xii|Page
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9. STATEMENT OF MANAGEMENT’S RESPONSIBILITIES

Section 84 @ff the Public Finance Management Act, 2012 requires that, at the end of each financial

year, the Administrator of a national public fund established by the constitution or an Act of
Parliament $hall prepare financial statements for the fund in a form prescribed by the Accounting
Standards B@ard.

The Adminigtrator of the Fund is responsible for the preparation and presentation of the Fund's
financial stat¢ments, which give a true and fair view of the state of affairs of the Fund for and as at
financial year ended on June 30, 2022. This responsibility includes: (i) maintaining
adequate findncial management arrangements and ensuring that these continue to be effective
throughout the reporting period; (ii) maintaining proper accounting records, which disclose with
reasonable adguracy at any time the financial position of the Fund; (iii) designing, implementing and
maintaining {hternal controls relevant to the preparation and fair presentation of the financial
statements, afid ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) saféguarding the assets of the Fund; (v) selecting and applying appropriate accounting
policies; and (¥i) making accounting estimates that are reasonable in the circumstances.

The Administ
been prepare
judgements a
(IPSAS), and i
opinion that t
transactions d
at that date.
maintained fo
Statements as

tor of the Fund accepts responsibility for the Fund’s financial statements, which have
using appropriate accounting policies supported by reasonable and prudent
estimates, in conformity with International Public Sector Accounting Standards
the manner required by the PFM Act, 2012. The Administrator of the Fund is of the
Fund’s financial statements give a true and fair view of the state of Fund's
ing the financial year ended June 30, 2022, and of the Fund’s financial position as
¢ Administrator further confirm the completeness of the accounting records
| he Fund, which have been relied upon in the preparation of the Fund’s financial
Yell as the adequacy of the systems of internal financial control.

[n preparing thé|{financial statements, the Administrator of the Fund has assessed the Fund’s ability
to continue as @ going concern and disclosed, as applicable, matters relating to the use of going
concern basis of preparation of the financial statements. Nothing has come to the attention of the
Administrator t@|indicate that the Fund will not remain a going concern for at least the next twelve
months from thé

date of this statement.

plfinancial statements

statements  were approved by the Accounting  officer on
2022 and signed by:

Princip 1l Secrets

Xiii [Page
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REPUBLIC OF KENYA
Anniversary Towers

Telephone: +254-(20) 3214000
E-mail: info@oagkenya.gb.ke
Website: www.oagkenydigo.ke Monrovia Street

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

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MANAGEMENT AND SUPERVISION
FUND FOR| THE YEAR ENDED 30 JUNE, 2022 - STATE DEPARTMENT FOR
CO-OPERAVTIVES

PREAMBLE

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

A. Report o
are fairl

the Financial Statements that considers whether the financial statements
bresented in accordance with the applicable financial reporting framework,
19 standards and the relevant laws and regulations that have a direct effect

on the fiflancial statements.
B. Report Lawfulness and Effectiveness in Use of Public Resources which
considerfl compliance with applicable laws, regulations, policies, gazette notices,

fficient, economic, transparent and accountable manner to ensure
ent achieves value for money and that such funds are applied for intended

prudent,
Govern

purpose.

C. Report o Effectiveness of Internal Controls, Risk Management and Governance
which cofisiders how the entity has instituted checks and balances to guide internal
operation$. This responds to the effectiveness of the governance structure, the risk

nt environment and the internal controls, developed and implemented by
ged with governance for orderly, efficient and effective operations of the

manage
those cha

entity.
An unmodifigfl opinion does not necessarily mean that an entity has complied with all
relevant law§l and regulations, and that its internal controls, risk management and
governance $ystems are properly designed and were working effectively in the financial

year under r@yiew.

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

HE FINANCIAL STATEMENTS
ion

of the report,
REPORT O
Qualified Opi

the accompanying financial statements of Management and Supervision
pages 1 to 12, which comprise of the statement of financial position as

| have auditec
Fund set out

Report of the Au or-General on Management and Supervision Fund for the year ended 30 June, 2022 - State

Department for C@toperatives



at 30 June, 2022, and the statement of financial performance, statement of changes in
net assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | 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 effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Management and Supervision Fund as at
30 June, 2022, 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 Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Unsupported Cash and Cash Equivalents

The statement of financial position and Note 4 to the financial statements reflects cash
and cash equivalents balance of Kshs.2,536,230. The balance was not supported with
a cash book and a bank reconciliation statement as Management did not open a
separate bank account for the fund but instead operated the Fund from the State
Department for Cooperatives Deposit Account.

In the circumstances, the accuracy and completeness of the cash and cash equivalents
balance of Kshs.2,536,230 could not be confirmed.

2. Long Outstanding Debts

The statement of financial position and Note 7 to the financial statements reflects
management and supervision fees - debtors balance of Kshs.10,219,347. Review of the
schedules provided for audit revealed that these debts remained un-recovered for more
than ten (10) years. It is not clear why these debts have remained uncollected and no
evidence of the Management's effort to recover the debts was provided.

In the circumstances, the accuracy and recoverability of the debtors balance of
Kshs.10,219,347could not be confirmed.

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

Report of the Auditor-General on Management and Supervision Fund for the year ended 30 June, 2022 - State
Department for Co-operatives
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Key Audit|Matters

atters are those matters that, in my professional judgment, are of most
in the audit of the financial statements. There were no key audit matters to
year under review.

Key audit
significanc

N LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
S

REPORT
RESOURC

Conclusio

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

As require
performed,
public reso

Basis for nclusion

The audit wg@s conducted in accordance with ISSAI 4000. The standard requires that |
comply withj{lethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern thenl. | believe that the audit evidence | have obtained is sufficient and
appropriate o provide a basis for my conclusion.

REPORT O
AND GOVE

EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
NANCE

Conclusion

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

Basis for Cahclusion

The audit s conducted in accordance with ISSAI 2315 and ISSAI 2330. The

standards re
processes a
were operati

have obtaine

ire that | plan and perform the audit to obtain assurance about whether
systems of internal controls, risk management and overall governance
effectively, in all material respects. | believe that the audit evidence |
is sufficient and appropriate to provide a basis for my conclusion.

Responsibiliies of Management and those Charged with Governance

Management|is responsible for the preparation and fair presentation of these financial
statements il accordance with International Public Sector Accounting Standards
(Accrual Basls) and for maintaining effective internal controls as Management

determines is|hecessary to enable the preparation of financial statements that are free

Report of the Audglor-General on Management and Supervision Fund for the year ended 30 June, 2022 - State
Department for Cadoperatives
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from material misstatement, whether due to fraud or error and for its assessment of the
effectiveness of internal control, risk management and overall governance.

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

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

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

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

Auditor-General’s Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with ISSAls
will always detect a material misstatement and weakness when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

In addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied
in an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal controls in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and

Report of the Auditor-General on Management and Supervision Fund for the year ended 30 June, 2022 - State
Department for Co-operatives
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systems injlaccordance with the provisions of Section 7(1)(a) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal controls would not necessarily disclose all matters in
the internaljcontrols that might be material weaknesses under the ISSAls. A material
weakness i§ a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements
caused by grror or fraud in amounts that would be material in relation to the financial
statementseing audited may occur and not be detected within a timely period by
employees jh the normal course of performing their assigned functions.

i

its inherent limitations, internal controls may not prevent or detect
ts and instances of non-compliance. Also, projections of any evaluation of
5 to future periods are subject to the risk that controls may become
pecause of changes in conditions, or that the degree of compliance with the
procedures may deteriorate.

Because o©
misstateme
effectivenes
inadequate
policies and

an audit conducted in accordance with ISSAIls, | exercise professional
nd maintain professional skepticism throughout the audit. | also:

As part of
judgement g

e |dentify &
whether
those ris
basis for
fraud is
forgery, i

d assess the risks of material misstatement of the financial statements,
due to fraud or error, design and perform audit procedures responsive to
s, and obtain audit evidence that is sufficient and appropriate to provide a
y opinion. The risk of not detecting a material misstatement resulting from
igher than for one resulting from error, as fraud may involve collusion,
tentional omissions, misrepresentations, or the override of internal control.

e Evaluate
of accou

he appropriateness of accounting policies used and the reasonableness
ing estimates and related disclosures made by the Management.

e Conclud
of accou
uncertain

on the appropriateness of the Management’s use of the applicable basis
ting and, based on the audit evidence obtained, whether a material
exists related to events or conditions that may cast significant doubt on
ability to continue to sustain its services. If | conclude that a material
exists, | am required to draw attention in the auditor’s report to the related
5 in the financial statements or, if such disclosures are inadequate, to
opinion. My conclusions are based on the audit evidence obtained up to
my audit report. However, future events or conditions may cause the
2ase to sustain its services.

the date ¢

e Evaluate thhe overall presentation, structure and content of the financial statements,
including |the disclosures and whether the financial statements represent the
underlyingitransactions and events in a manner that achieves fair presentation.

e Obtain su
business &

icient appropriate audit evidence regarding the financial information and
tivities of the Fund to express an opinion on the financial statements.

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

Report of the Audifor-General on Management and Supervision Fund for the year ended 30 June, 2022 - State
Department for Caoperatives
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| communicate with the Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal controls that are identified during the audit.

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

cmmﬁ%, CBS

AUDITOR-GENERAL

Nairobi

21 December, 2022

Report of the Auditor-General on Management and Supervision Fund for the year ended 30 June, 2022 - State
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State Department for Cooperatives

Managementland Supervision Fund

Annual Repogy and Financial Statements for the year ended 30th June 2022

11. FINANCIAL STATEMENTS

11.1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30t

JUNE zz.

‘Revenue f : »m non-exchange transactions |

Audit and !I pervision fees 12.275.672 13.548.646
[nquiry Fed - 2.853.000
Total Rev ue 12,275,672 16.401.646
Expenses |

Transfers AlA 8.137.836 4.000.000
General expénses 3.747.900 11.684.780
Total expetbes 11,885,736 15,684,780
Surplus/( d : ficit) for the period 389,936 716,866

The notes set odf form an integral part of these Financial Statements. The entity financial
statement was apiproved on ho(p 2022 and signed by:

Gpedrp

CPA Gladys N. Waithaka
Principal Accounts Controller
[CPAK Number: 18989

et

Javel Murira
Director for Co-operative Audit

| ,. |/ A ) ‘,
Ali Noor Ismail|CBS/
Principal Secret ry
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State Department for Cooperatives
Management and Supervision Fund

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

11.2. STATEMENT OF FINANCIAL POSITION AS AT 30" JUNE 2022

Assets

Current assets

Cash and cash equivalents 4 2,930 2,597,894
Management & Supervision fees- Debtors 7 10,219,347 10,219,347
Non-current assets -
Property, plant and equipment 5 673,600 579,921
Prior vear adjustment 9 - (357.921)
Total assets 13,429,177 13,039,241
Liabilities

Payables - -
Net Assets 13,429,177 13,041,241
Financed by;

Management& Supervision Fund Capital 6 13.039.241 12.680.296
Prior year adjustment 9 - (357.921)
Accumulated surplus/deficit 389,936 716,866
Total equity 13,429,177 13.039,241

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

2022 and signed by:

¢ il, : CPA Gladys N. Waithaka
Principal Secretary Principal Accounts Controller
[CPAK Number: 18989

=X

Javel Murira
Director for Co-operatives Audit

2|Page



State Depa
Manageme
Annual Re,

ent for Cooperatives
and Supervision Fund

rt and Financial Statements for the year ended 30th June 2022

11.3. STA

EMENT OF CHANGES IN NET ASSETS AS AT 30t JUNE 2022.

Balance July 1st, 2020 18,894,544 (6,214,248) 12,680,296
Accum'ula d Surplus/(deficit) for i 716,866 716,866
the period
Prior YeagAdjustment - (357,921) (357.921)
Balance a§ at 30 June 2021 18,894,544 (5,855,303) 13,039,241
Surplus/(d8ficit) for the period - 389,936 389,936
Funds recéjved during the year - - -
L Balance a at 30 June 2022 18,894,544 (5,465,367) 13,429,177

J|Page



State Department for Cooperatives
Management and Supervision Fund
Annual Report and Financial Statements for the year ended 30th June 2022

11.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30™ JUNE 2022.

Cash flows from operating activities

Receipts

Audit and Supervision fees 1 12,275,672 13.548.646
Inquiry fees ) 1 - 2.853,000
Total Receipts 12,275,672 16,401,646
Payments

Transfer to treasury-AlIA 2 8.137.836 11.,684.780
General expenses 3 3,747.900 4.000.000
Total Payments 11,885,736 15,684,780
Net Cash flow from operations 389,936 716,866
Add Depreciation 5 297,900 148.750
Adjust for changes in receivables/payables/Prior Year 8 = =
Net cash flows from operating activities 687,836 865,616
Purchase of property. plant, equipment and intangible 5 749.500 |
assets ;
Net cash flows used in investing activities 749,500

Net cash flows used in financing activities -

Net increase/(decrease) in cash and cash equivalents (61,664) 865.616
Cash and cash equivalents at | July bf 4 2,597,894 1,732,278
Cash and cash equivalents at 30 June 4 2,536,230 2,597,894

The entity financial statements were approved on D\V\d W\M 2022 and signed

by

Name: CPA Gladys N. Waithaka
Principal Secretary Principal Accounts Controller

[CPAK Number: 18989

Javel Murira
Director for Co-operatives Audit
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State Department for Cooperatives
Management and Supervision Fund
Annual Report and Financial Statements for the year ended 30th June 2022

12. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
[nternational Public Sector Accounting Standards (IPSAS) Accrual. 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 ot historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The financial
statements are prepared on accrual basis.

2. Adoption of new and revised standards

3. Revenue recognition
i) Revenue from non-exchange transactions

Audit and supervision fees
Audit and supervision fees is recognised when audited accounts is presented to
commissioner for approval or registration are billed for payments. Currently no
registration of accounts is allowed without full payments having been done.
The income relates to
1. 10% of audit fees from private auditors
2. 30% of audit and supervision fees from county Co-operative Auditors
3. Annual registration fees from private audit firms at Ksh.3000 per year.

4. 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 specitic
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.

The assets have been depreciated as furniture and fittings at 20% and computers at 33% on
a straight line basis.

5. Fund surplus fees

Fund surplus are realised from excess income over expenditure, the surplus is carried
forward to the next financial year.

617222



State Deplartment for Cooperatives
Managegent and Supervision Fund
Annual Report and Financial Statements for the year ended 30th June 2022

6. Cha

pes in accounting policies and estimates

The Entit}
eftects of
applicatio

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

0 is impractical.

7. Cash dnd cash equivalents

Bank accdint balances include amounts held at the Central Bank of Kenya at the end of
the financidl year.

Arative figures

gssary comparative figures for the previous financial year have been amended or
reconfigurédl to conform to the required changes in presentation.
9. Events|after the reporting period

There werefho material adjusting and non- adjusting events after the reporting period.

statements are presented in Kenya Shillings (KShs).
Aint judgments and sources of estimation uncertainty

on of the Entity's financial statements in conformity with [PSAS requires
managementito make judgments, estimates and assumptions that affect the reported
amounts of rgvenues, expenses, assets and liabilities, and the disclosure of contingent
liabilities, at{the end of the reporting period. However, uncertainty about these assumptions
and estimate§jcould result in outcomes that require a material adjustment to the carrying
amount of th asset or liability affected in future periods.

Estimates angl 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 matgrial adjustment to the carrying amounts of assets and liabilities within the
next financialyear, are described below. The Entity based its assumptions and estimates on
parameters avilable when the consolidated financial statements were prepared. However.
existing circ il stances and assumptions about future developments may change due to

I

market changé or circumstances arising beyond the control of the Entity. Such changes

are reflected iff the assumptions when they occur. [IPSAS 1.140.

Useful lives anld residual values

The useful liva$ and residual values of assets are assessed using the following indicators to
18l future use and value from disposal:
dition of the asset based on the assessment of experts employed by the

» The nat
and prog
» The nat

re of the asset, its susceptibility and adaptability to changes in technology
esses
re of the processes in which the asset is deployed

TIPage



State Department for Cooperatives
Management and Supervision Fund
Annual Report and Financial Statements for the year ended 30th June 2022

» Availability of funding to replace the asset
» Changes in the market in relation to the asset

12. Provisions

Provisions were raised and management determined an estimate based on the information
available.

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.

13. Related Party Relationships

The Fund has a related party relationship with the State Department tfor Co-operatives
Nature ot related party relationships.

8IPag-2



State Depgrtment for Cooperatives
Managemient and Supervision Fund
Annual ort and Financial Statements for the year ended 30th June 2022

13. NOTES TO THE FINANCIAL STATEMENTS

1. Inquigy and Audit Fees

Audit &{Bupervision Fees 12,275,672 13,548,646
[nquiry fees - 2,853,000
Total 12,275,672 16,401,646
2. Transfer to Treasury-AlIA
Transfer 6§ treasury-AlIA 8,137,836 4,000,000
Total 8,137,836 4,000,000
3. Generalgxpenses
Use of goo - 1,975,930
Daily Subsifitence Fee 3,013,600 9,040,100
Annual Subfcription Fee 196,400 -
Training - 520,000
Hospitality 150,000 -
Maintenancéjot office equipment 90,000
Depreciationand amortization costs 297,900 148,750
Total Il 3,747,900 11,684,780

4. Cash and|fash equivalents

Cashatbankl]] | 2536230  2507.804

5
Total cash a i cash equivalents 2,536,230 2,597,894

9|Page



State Department for Cooperatives
Management and Supervision Fund

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

5. Property, plant and equipment

Cost Kshs Kshs Kshs
Costisat Junc 2050 740,000.00 337,000.00 | 1,077,000.00
Additions )

Disposals i

Transters i

Costasat.hnne 2021 740,000.00 337.000.00 | 1,077,000.00
Additions 749,500.00 -1 749,500.00
Disposals i )

Transters i i i
Costiasatdune 2002 1,489.500.00 337.000.00 | 1,826.500.00
Depreciation

Depreciation as at June

2020 370,000.00 337,000.00 | 707,000.00
Depreciation for the year 148.000.00 | 148,000.00
Adjustments ) ) )
Depreciation as at June

2021 518,000.00 337,000.00 |  855,000.00
Depreciation for the year 297.900.00 | 297.900.00
Adjustments i ) )
Depreciation as at June

2022 815,900.00 337,000.00 | 1,152,900.00
Net Book Value

NBYV as at June 2020 370,000.00 -1 370,000.00
NBYV as at June 2021 222.000.00 S| 222,000.00
NBY as at June 2022 673,600.00 2| 673,600.00

1012202
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6. Mapagement & Supervision Fund-Capital

17A Y
3 A

AT
20202021 |

10.219.347

ank/PMG 2,536,230 2,597,894

Assets NBV as at June 673,600 579921

Total Capi 13,429,177 13,397,162

FY2021/;

Managenient & Supervision Fees-Debtors 10.2

Annexurd Detailed List Attached.

212022

27.328.766.20

dlances as per the cashbook

Under/ovdstated

Opening bdlances 27.328.766.20

Balances af per the Cashbook [tems Amounts

Managemdft Fund 2,936.230
General defosits (retentions) 24.792.536
Totals 27,328,766

””.*,/’i. |

Net Book ! lue-Audited accounts _

Net Book VHlue Restated - 222,000

Prior Year AHjustment = 357,921!

' The prior yea
on net book val
harmonized.

idjustment was occasioned by an error in the calculation of depreciation that had been done
e as opposed to the cost as stated in note 4 of the Significant Account Policies that has been

11/Paze
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