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MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FoR THE YEAR ENDED 3OTII JUNE,20I8

KEY AUTHORITY INFORMATION AND MANACEMENT

Badground Information

The Micro and Small Enterprise Authority (MSEA) is a State Corporation established under the Micro

and Sinall Enterprise Act No. 55 of 2012. The Authority is a legal entity established by law to support

devclOpment and regulation of Micro and Small Enterprises. The Authority's mandate as indicated by

the Micro and Small Enterprises Act No.55 of 2012 is Development, Promotion and Regulation of the

Micr( ad Small Enterprises Sector.

MSEA was established by the Micro and Small Enterprises Act No. 55 of 2012, which was assented to

by Hk Excellency the President on 3lo December, 2012. The MSEA Board was gazetled by the Minister

for labdiur vide Gazette Notice No.2954 of 8th March,2Ol3, and the Chairman appointed by H.E the

Prerifent vide Gazette Notice No.2902 of l" March,2013. Further, His Excellency the President

throughlThe Kenya Ctazzette Notice No. 2848, Vol. CXVII No. 43 dated 27th April, 2015 appointed a

new Chairperson of Micro and Small Enterprises Authority Mr. Charles Waithaka for a period of

ttrrcei(:) years with effect from lTth April,20l5 and revoked the appointmenl of Mr. PaulNgugi.

The AutJrori

is "Globally

/

I
L

ty is categorized as a Service State Owned Agency in Class 38. The Vision of the Authority

competitive Micro and Small Enterprises" and the Mission as "To promote the development

of Competitive and Sustainable Micro and Small Enterprises"

At Cabinet level, the Authority is represented by the Cabinet Secretary for Industry, Trade and

Coper[tives, Mr. Adan Mohamed, who is responsible for the general policy and strategic direction of

ttre ,rirufioriry.

I

(b) Pdnptel Activities of the Authority
I

Thc lprlncipal activity of the Authority is to promote the development of competitive and sustainable

Mlcio lnd Small Enterprises.

I

(c) Koyllvtnagement
I

Th" bopd of directors who served the Authority during the year was as detailed in pages (5) to (8).

I

(d) FSfciaV Management

ff"ltgy management personnel who held office during the financial year ended 30s June 2018 and who
naa li{tct fiduciary responsibility were as detailed in page (9) to (10).

I

(e) FSlcbry Oversight Arrangements

ff,"lUJara of directors has formed an Audit and Risk Committee consisting of 5 members of whose main

r*lordiuitities are,
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FINANCIAL STATEMENT FOR THE YEAR ENDED 30r'r JUNE,20l8

Assist the board in oversight of the accounting and financial reporting process and
practices.
Oversee the intemal audit department and review its own plan.
Monitor adequacy of internal accounting procedures & controls.

(f) Authority's Headquarters

P.O. Box 48823-00100
1Oft Floor UtaliiHouse
Utalii Land Uhuru Highway
Nairobi, KEI.IYA

(g) Authority's Contacts

Ofl]ce of the Chief Executive Officer
Telephone: (254)020-33 40006/0700-666000
E-mai I : msea@gl9e€!-UlhgIi$Lgqke/ mseakenva@omail.com
Website: www.mseaulhoritv.oo.ke

(h) Authority's Bankers

National Bank of Kenya
P.O Box: 72866- 0020A
Kenyatta Avenue
Nairobi. Kenya

Kenya Commercial Bank of Kenya
P.O Box:30012- 00100
Kipande House
Nairobi. Kenya

Kenya Commercial Bank of Kenya
P.O Box: 69695- 00400
Milimani Branch
Nairobi, Kenya

(i) IndependentAuditors

Auditor General
Office of the auditor General
Anniversary Towers, University Way
P.O.Box 30084
GOP 00100
Nairobi, Kenya

() Principal Legal Adviser

The Attorney Ceneral
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

L
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MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FOR THE YEAR ENDED 3OTI' JUNE, 20I8

OF DIRECTORSII. THE

Name of
Chai

BOARI)

/

L

Director's Details

Mr. Charles Waithaka: Chairman
Bom on 3d March, 1976, Mr. Charles Waithaka holds a Master of Business

Administration from University of Wales, United Kingdom, Bachelor of Arts
Degree in Project Management from Kingsbridge University, United States and a
Diploma in Infonnation Technology from Kenyatta University. He has over sixteen
(16) years'experience in Leadership and Project Management and has worked in
simultaneous multi-community mobilization initiatives.
Mr. Waithaka has worked with Government, UN bodies, civil societies and Private
Sector in various capacities. He has served as a Chairman of KEPCO an Apex
body of six coalitions of small scale producers in the Country. He has served as an

Executive Director of lntemational Consortium of Community Based organizations
(ICCOBO), served as a Director in the NGO Coordination Board, has been an

Executive Committee Member of NCCK, an Executive Member of Anticomrption
Civilian Oversight Committee, served as an Executive Member of Regional Youth
Forurn (RYF) representing 6 Countries. He was the Organizing Secretary for
Empowering of Youth & Enterprise Support (EYES AFRICA) and the founder
Member National Youth Council (NYC) that led to formation of the Ministry of
Youth.

Mr. Benjamin F. Nkungi: Director
Born in 1955 Mr. Benjamin Nkungiholds a Bachelor of Arts degree in Sociology
and Economics from University of Nairobi, 1978 - 198 I specializing in Economics
and Social Research, Masters of Science - Msc. Economics University of Wales-

UK-1988-1989 and ACCA Diploma in Financial Management. He was the Chief
Executive O{Icer for Association of Microfinance Institutions Kenya and has over
20 years working experience in various sectors. Education, training and work
experience is in Enterprise Development specializing in Micro financing. He is a
Member of the Kenya Private Sector Alliance (KEPSA) Board, Canyon Rural
Credit, ASMEP, Board of the Micro Enterprises Support Programme Trust and

Goveming Council of Methodist Church.

Mr. John Maina Muhoro: Director
John Maina Muhoro serves the Micro and Small Enterprises sector in various
capacities both within Kenya, the East African Community and African region in
general. He is the National Chairman of the Kenya National Federation of Jua Kali
Associations (KNFJA), an umbrella association of primary Artisans small business

associations across Kenya. Maina is also Vice Chairman of the Confederation of
informal sector organizations Kenya Chapter and sits at the Apex Regional EAC
Umbrella body of CISO East Africa.
ln 2005, he was appointed the Chairman of a UNDP Project executed by the Asian
Foundation to the Ziwani Jua Kali Demonstration and training Centre. Mr. Maina
has served in other capacities including being the A.G. Chairman of the Starehe

Constituency Development Fund (CDF), Board Member of Kenya National
Chamber of Commerce and Industry, and Chairman of Finance Committee Kenya

Polytechnic. He is cunently the Chairman of the Ziwani Jua Kali Engineering

works association, Chairman of Kenya National Jua Kali Savings and Credit
Society, Board Member, Finance and Administration at Kenya Industrial Property
Institute and holds a Diploma in Motor Vehicle Mechanics and Administration
ilnons other qualifications in management and related courses.
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Mr. John M. Kihiu: Director
Born l2'h December, 1964, Mr. Kihiu holds certificate in Entrepreneurship
Training skills from Peoples Republic of China. He is currently the Chairman of
the Kenya National Hawkers Association, (KENAHA), founder Member and
Chairman of Association of micro and small enterprises Associations of Kenya and
currently the Director of MSMEs at the Kenya National Chamber of Commerce.
He represents the small traders in the Authority, Secretary General CISO (EA) and
Chairman CISO (Kenya Chapter).
He is also the Chairman of MSE Presidential Round Table.
He is the Chairman of the County Anti- Conuption Civilian Committee ( Nairobi
County)
He represents lnformal Sector in Global fund on HIV & AIDS, TB and Malaria

Ms. Jov Limo: Director
Bom 5fi January 1959, Joy Limo holds a Master of Sciencc in Counselling and Life
Coaching from Hagaarstown, Maryland. She holds a Bachelor of Education from
Kenyatta University. She has lectured in Moi Teachers and Shanzu
Teachers Colleges. She is founder of Heritage Preparatory Schools of Africa, An
official in Association for Physically Disabled of Kenya, Founder of Queen's
Court Academy Mentorship Programs, and Founding Member of Kenya BoRop
FarmcrsExport Association. Member African Women's Entrepreneurship
Program.

Mr. Keli Kiilu, MBS, OCW: Director
Born in April, 1955 Mr. Keli Kiilu is a member of the East African Business
Council where he has served on various capacities including being a Vice
Chairman. He coordinates the parliamentary and the Presidential round table in
Kenya. A staunch supporter of the MSE Sector in the EAC Region as demonstrated
by his support for the MSE Exhibitions over the last 20 years. He has also served
in the Board of KAM and KEPSA among others. Finally he is the deputy partner of
East Africa CISO. He is currently the ambassador of East African Bussiens
Community

Ms. Lucy Muchoki: Director
Lucy Muchoki is founder and Chief Executive Officer of Kenya Agribusiness and
Agro-industry Alliance (KAAA) a private, not for profit membership organizarion
dedicated to strengthening Kenyan agro-industrial competitiveness. She has also
served as Chief Executive OfIcer of the Pan African Agribusiness and
Agroindustry Consortium (PanAAC), a Regional Agribusiness platform that is
mobilising and supporting the domestic private sector in Africa. Ms Muchoki, an
accomplished Kenyan entrepreneur, has a major interest in the tea and horticultural
industry. She is the Vice Chair of the CAADP Non-Srate Actors Regional
Taskforce and has been instrumental in developing the Agribusiness strategy for
Africa through collaboration with the African Union Commission and the Nepad
Planning and Coordinating Agency (NPCA). She is a member of several advisory
councils, such as those in Sustainable Agriculture lnitiative (SAl), an intemational
food industry network that supports sustainable agriculture, in the 'Scale up
programme' funded by the Dutch Covernment, a progftunme that supports small
holder farmers and in the UNDP report on inclusive business models guiding
council. She is also the private sector representative and steering committee
member of Paepard, African Europe partnership programme on research for
development and Global Form for Agricultural Research (GFAR). She is member
of the steering committees of the AUC for an initiative on Aflatoxin control
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T programme for Africa (PACA), rural infrastructure/market access programme and
Ecological Organic Initiative.

Mr. Richard N. Mutetl: Director
Born in 1969, Mr Richard Muteti is the Chief Executive offrcer of the Kenya
National Federation of Jua Kali Associalions (KNFJA), an umbrella association of
primary small businesses associations across the country since 2006. Also founder
and Director of the Small and Medium Enterprise Support, East Africa (SMES-
EA) an institution that works in partnership with individual and small business
membership associations in Kenya and the East African region to facilitate their
access lo critical inputs needed for their development. ln 2008, he was Appointed
the Regional Project Manager for the East Africa Community (EAC) Jua

Kali/Nguvu Kazi Exhibitions, He sits as a member of the Presidential Private
Sector Working Forum in Kenya. Mr. Muteti received a Head of State
Commendation Awarded by His Excellency the President of the republic of Kenya
for distinguished service to the society on 126 December 2009.Mr. Muteti is

currently the chairman of the COMESA Business Council SME's workgroup.

Mr. Anthony Kwache: Director
Mr Anthony Kwache was born on l2s December 1971. Mr Kwache joined the
Micro and Small Enterprises sector in the year 1995 after a stint in formal
employment as a newspaper vendor and selling merchandise in Nairobi and later
moved to Kisumu the same year to continue along Oginga Odinga Street. In the
year 1999 he started supplementing his income by venturing into vegetables
farming in his rural home. During this period he was elected to be the chairperson
of the traders, shoe shiners and the newspaper vendors in Kisumu to lead in
advocating for their recognition and provision of a suitable environment for their
businesses. He also joined hands with the Jua Kali Associations to champion for
the enactment of laws and regulations that could enhance the governance and
growth ofthe valuable sectors.
In the year 2005 when the lnstitute of Economic Affairs was conducting a research
on the organizing and govemance of the trade and service sectors, Mr Kwache was
part of the team and was first elected in 2008 as a co'opted member of the
management board and national executive member. This gave birth to the Kenya
NationalAssociation of Street Vendors and Traders (KENASVIT). KENASVIT is

a network of small entrepreneurs of who are in service and trade sectors. Back at
home he is the chairperson of Kisumu Informal Traders and Economic Support
which is affiliated to KENASVIT.
He has championed for provision of adequate workites for the members of the Jua
Kali and other sectors, the enactment of the MSE Act 2012 and has been leading
KENASVIT in sensitizing the seclor members on the Act and following up on its
full implementation.He is also Chairman of Kisumu County MSE Association.

Mr. Isaac Mbingi Okello: Director
Born in 1964, Mr.lsaac Mbingi Okello holds a Master of Commerce Degree
(Business Management) with over 20 years' experience in Human Resource and
Administration in both the public and private sector. He is an Advocate of the High
Court of Kenya and holder of a Post Graduate Diploma in Law from the Kenya
School of law and a Bachelor of Laws Degree from the University of Nairobi. He

is currently the Administrative Secretary, Central organization of Trade Unions,
Kenya (COTU- K). He is a member of the Kenya lnstitute of Management and the
Law Society of Kenya.

i
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Ms. Zohra Baraka: Director
Zohra Baraka was bom on 26s March, 1963. She is the founder and Executive
Director at Mohazo Ex Impo Limited in Kenya that has had milestones in

commercial crafts in the global markets for the last 24 years hence giving a

platform for Africa to showcase the rich ethnic culture that they bring to the global

market place.
Zohra also serves in various organizations that promote gender equality, women

leadership and cross cultural exchange in education and business and also suppofls

dialogue between communities. She has also been recognized in the National

Jitihada Awards in Kenya where she won first place in the Best Business Plan

Competition and also Woman Entrepreneur of the year 2009.
ln 20ll she was nominated as the African Women Entrepreneurship Programme
(AWEP) ambassador for Kenya and now sits as the Board Chairperson for AWEP.
She is atso a Board member for Federation of Womens Entrepreneur Associations
(FEWA), Board of the South South Centre (SSC) and also sits in the Colorado

State University and United States Intemational University (USIU) Board.

Mr. Humphrey Njoroge: Director
Humphrey Njoroge Ndung'u was bom on 23rd September 1962' He is married
with three children. Mr Ndungu is a visionary, delivery and execution leader with
over thirty-three years' progressive responsibility heading teams, providing
strategic solutions and large scale projects with companies and organisations. He

also has expertise in executive leadership, product management, contract
negotiations, and business development. Successful experience building
innovative digital businesses. His latest stint was at Mobile Decisioning Holdings
Limited where he worked as Croup Chief Financial Officer 201I - 2012, Group
Chief Operating Officer 2012 - 2013 and Group Director, Strategy 2013 -2014.
He has also worked for Equity Investment Bank Limited, Renaissance Capital
Kenya Limited, K-Rep Bank Limited, Consolidated Bank of Kenya Limited,
Standard Chartered Bank PLC - South African Standard Chartered Bank Kenya and

Limited First American Bank of Kenya Limited

Patrick Z.K. Mwangi: Chief Executive Officer
Born 296 February 1964, Mr Patrick Mwangi holds a Masters Degree from the

University of Manchester, UK in the field of Govemance of Public Policy and

Management. He has vast exposure and training in Project, finance and human

Management within the public sector, agri-business and environmental
conservation. His innovative and decision making skills have

Transformed opportunities, integrating analyical Change and professionalism in
realizing successful implementation of policies in various sectors. He is a career

Administrator having worked in many parts of the country diverse Ministries both
the Executive and polity levels.
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MANAqEMENT TEAM
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MANAGEMENT NAMES MANACEMENT DETAILS

Mr. Patrick Z.K. Mwangi: Chlef Executive Ollicer
Born 29s February 1964, Mr Patrick Mwangi holds a Masters Degree from
the University of Manchester, UK in the field of Governance of Public Policy
and Management. He has vast exposure and training in Project, finance and
human Management within the public sector, agri-business and
environmental conservation. His innovative and decision making skills have
Transformed opportunities, integrating analytical Change and
professionalism in realizing successful implementation of policies in various
sectors. He is a career Administrator having worked in many parts of the
country diverse Ministries both the Executive and polity levels.

I Mr. Joseph Kimwele: Head, Finance and Accounts
Born 1979, Mr. Kimwele holds Masters degree in Finance, has a Bachelor
degree in B.Com (Accounting) and Certified Public Accountant CPA(K)
llas worked as a Finance Officer for a period of 8 years in the Public Service.

Ms. Susan Chelagat, Head Legal Department
Born in 1979, Ms. Susan Chelagat is an Advocate of Kenya and holds a
Master of Arts Degree in International Conflict Management from the
University of Nairobi, Postgraduate Diploma in Law from Kenya School of
Law and Bachelor of Laws (LLB) from Moi University. She has worked in
the Public Service as a State Counsel for a period of6 years.

Mr. Peter K. Kivuva, Head, Human Capital and Administration
Bom in 1977, Mr. Katiku Kiwva holds Masters of Business Administration
in HRM, Bachelor of Education - Business and Economics, Higher Diploma
in HRM, Certificate in Counselling, ICDL. He is a full registered member
with the IHRM. Has experience of over I I years in Human Resource
Management in Public Service

II
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Ms. Caroline A. Kungu, PA/Board liaison Oflicer
Born in 1974, Ms. Caroline Kungu holds a Master of Business
Administration and a Bachelor of Commerce in Marketing from the
University of Nairobi. She has worked in the Banking Sector and Fast

Moving Consumer Coods Industry and has 9 years' experience in

Micro and Small Enterprises Development.
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CHAI RN,iAIT'S STATEM ENT

i

As globalizdibn continues to define the way the world does business, Kenya as a country is expected to produce

"vorld-class 
gpods and services. The role a country plays in the global markets witl largely depend on its

I

competitivenc$ and strategic positioning. However, this can only be true if country nurtures its indigenous
i

entrepreneur ito 
lQnsure 

improved efficiency to effectively compete globally, the task of ensuring achievement of

this goal, sryqrely lie in the Micro and Small Enterprise Authority.

l

Kenya's tnduttrlal Sector is relatively large within the region. However, it has yet to unleash its full potential to

function as "{n Engine of economic growth" especially when compared with the newly industrialized emerging

economies. M*. effective programs for increased value addition and support to local Micro and Small

Enterprises, whiEh have the potential for employment and wealth creation, growth and graduation into medium

and large entlnprlses.

As Kenyans cdlebrate having an Act of Parliament recognizing Micro and Small Enterprise sector as a key

player in ecoiromic growth and development, The MSEA Board is grateful to all the stakeholders including the

Ministry of lhdpstry, Trade and Cooperatives, Ministry of Devolution and Planning especially the Directorate

of Personnol Selvices and Management, The National Treasury, the Inspectorate of State Corporations, Public
l

Service Com{nission and the State Corporations Advisory Committee for their support in Development of Micro

and Small Entertorises Sector.
t'

I also take thls o,pportunity to appreciate the hardworking Micro and Small Entrepreneurs who have endeavoured

to provide qUalfff producls, employment and creation of wealth hence increasing livelihood of many Kenyans.

The Board hp made good progress since its establishment as a State Corporation and it is my desire and hope
I

that with thcboming years, Kenya will be recognized for its quality and competitive products emanating from the

unique crettilveland innovative MSE sector.

I

During the yeaf under review, the Board concentrated on fostering strong partnerships, working with National

and County Governments, coordinating MSE sector activities, developing a mechanism for MSE products
I

cornpetitiwrless, facilitating access to decent working environment for MSE sector, expanding markets for MSE

products and sQrvices, increased jobs/ employment in the MSE sector and enhancing entrepreneurship culture. In

the near futqe, MSEA will refocus the energy towards activities and programmes geared towards achievement of
I

Vision 2030{and compliance with the Constltution of Kenya,20l0.

As the Chaitman of the Board, I look back and realize that we could not have made it without the hard working

staff who cFrry the dreams of MSEs on their shoulders. On behalf of the Board of Directors, I take this

opportunitytotlhank this endearing team, which has worked tirelessly under the able guidance and leadership of

the Chief

I

\
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I have had the pleasure of seeing the Board and staff endeavours to meet the Board's mandate and now urge

leaders in their various capacities to continue to provide a platform for Micro and Small Entrepreneurs to

them contribute lowards economic growth of the country.

Finally, I wish to thank all the stakeholders for supporling our work throughout the year.

Charles Waithaka, Chairman

L
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MICRO AND SMALL ENTERPRISES AUTHORITY

I rtxexclAL sTATEMENT FoR THE yf,AR ENDED 30r" JUNE,20l8

REPORT dF THS CHIEF EXECUTIVE OFFICER

'l'he Micro add Small Enterprises Authority (MSEA) is a State Corporation established under the Micro and

Small Entapriso Act No. 55 of 2012 and currently domiciled in the Ministry of lndustry trade and Cooperatives.
'l'he Act prwfdes for Promotion, Development, Regulation of Micro and Small Enterprises and establishment of

the Micro and Small Enterprises Aulhority.

The object purpose of the Act is to provide for the legal and institutional framework for the promotion,

developnrenl regulation of Micro and Small Enterprises by; providing an enabling business environment,

to business development services by Micro and Small Enterprises, facilitating formalizationfacilitating

and of Informal Micro and Small Enterprises, Promoting an Entrepreneurship Culture and promoting

representative A$sociations

Functions oflthc Micro and Small Enterprises Authority (MSEA) as provided for by the Micro and Small

Enterprises Act include; Formulate and review policies and programst Monitor and evaluate the implementation

of existing Rflicies and programme; Coordinate, harmonize and facilitate integration of Policies, programmes,

activities andl development plans for the Sector; Mobilize resources for development of the sector; promote and

facilitate podubt development and patentingi conduct various research, surveys and analysis of the sector;

facilitate arfnarking of suitable parcels of land; facilitate developmenl of suitable infrastructure for MSE
I

developmentf ptomote innovation and development of products by MSEs; facilitate technolory acquisition,
l

development'add transfer to Micro and Small Enterprises; promote access to markets and provision of marketing

services; fot+,,.d"tr and promote capacity building programmes; develop mechanisms, tools and programs for

collection of cqrnprehensive data disaggregated by sex, region and age among others in collaboration with key

stakeholderq to enable proper planning for MSE sector, gathering and disseminating information.

During tho ftrlod under review, the Authority achieved the following; facilitated 2700 MSEs to attend various

exhibitiont {nO TraOe fairs such as the l8d EAC Jua Kali /Nguvu Kazi Exhibition held in Bujumbura - Rwanda
I

rvhere 270 M$Es participated. Further, the Authority facilitated capacity building of 3797 MSEs in skills

upgrading, dnqepreneurship, and Business Management. Also, MSEA developed MSE Act Regulations and

MSE wortsfte management regulations and submitted them to the Office of the Anorney General for legal
I

Vetting. Tht regulations awaiting to be subjected to stakeholder participation and gazettement.

On behalf of the Board and Management, I would like to take this opportunity to recogni ze andappreciate the

direction rnil contribution of the Cabinet Secretary, Mr. Adan Mohamed and the Principal Secretary, Patrick

Nduati Mrvln$l who have buoyed the efforts of the Board in meeting the expectations of the Public. I also

apprcciate (re National Treasury for the continued supporl in providing the resources to get us where we are
l

today. For dll our stakcholders and general public who have continued to believe in us, I say thank you very

rnuch.
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I wish to once again assure my colleagues and partners in the MSE Sector of my utmost commitment to

you with diligence expediency and passion to realise your dreams today and for your future generations and

sp actualise the Vision 2030.

a

\

I

M,
Nobby Macharia

For: Chief Executive Ollicer

x
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MICRO AND SMALL ENTERPRISES AUTHORITY

TINANCIAL STATEMENT FOR THE YEAR ENDED 3OTH JUNE,20I8

CORPORA]TE GOVERNANCE STATEMENT

Corporate go,femance refers to the principles, processes and practices by which an organization is operated.

regulated ard cchtrolled so as to fulfil its goals and objectives in a manner that adds value and benefits all its

stakeholders. 
I

The Board of lMflnaSement of Micro and Small Enterprises Authority is responsible for the governance role of

the Authority Both the Board and senior management of the Authority are committed to the highest levels of
corporate

Authority

corporate

, which it considers critical in achieving the Authority's mandate. Accordingly, the

fosters a culture that values and rewards the highest ethical standards and personal and

The Role of tlie Board

The Board's r(sponsibilities are broadly set out in the State Corporations Act, Cap.446 Laws of Kenya while the

composition ai well as functions of the Authority is set out in the Micro and Small Enterprises Act,20l2 that

establishes thd Authority as a State Corporation. Specifically, the Board defines the Authority's strategies,

objectives and yalues and ensures that its procedures and practices are in tandem to ensure effective control over

strategic. finurbial operational and compliance issues,

The Directors Drihg a wealth of experience and knowledge to the Board's deliberations. Except for direction and

guidance on g{reral policy, the Board delegates authority of its day-to-day activities to the Management through

the Chief Excqrtive Officer. The Board nonetheless is responsible for the overall stewardship of the Authority

and assumes respOnsibility for effective direction and control.

Composition dthe Board

The Board conlprises Seventeen (17) Directors including the Acting Chief Executive Officer. Twelve (12) of the

Directors are ihdopendent non-execulive directors including the Chairman. All non-executive Directors retire

after a term ofrthtee (3) years from the date of appointment and are eligible for re-appointment, excepting the

Chief Executivp Officer, lhe remaining four (4) Directors are institutional representatives bringing on Board

closely-knit intqrests, experiences and balance from and by key stakeholders.

The Acting Chhf Executive Officer is the Secretary to the Board and works closely with the Head of the Legal

unit who is th! dciSnated officer in charge of corporate governance within the Authority. In this regard, the

Head of legal uiq facilitates all directors to have full and timely access to all relevant information. ensures that

the correct bo4d procedures iue followed and advises the Board on all corporate govemance matlers and

prevail ing rtutuiory requirements.

Board Meetirgr

The Board sclrc{uh of meetings is prepared annually in advance. The Board holds its regular meetings at least

once every thrc6 (l) months and special meetings may be called when necessary. During the year under review,

the Board held fuur (4) regular and four (4) special meetings.

I

L

15 I l'a u c

llt
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FINANCIAL STATEMENT FORTHE YEAR ENDED 3OT'I JUNE,20I8

Committees of the Board

The Board has the following principle Committees that meet under defined terms of reference set by the Board.

This is intended to facilitate efficient decision-making of the Board in discharging its duties and responsibilities.

a) Audit and Risk management Committee

The Comminee assists the Board in fulfilling its corporate governance responsibilities and in particular to

strengthen the effectiveness of the internal audit function; maintaining oversight on intemal control systems;

provision of general oversight in risk and compliance matlers; and ensuring implementation of audit reports and

recommendations. The Comminee held three (3) regular meetings in the year under review.

b) Financg Human Resource and Administration Committee

The Committee reviews and provides recommendations on issues relating to all human resource policies and

procedures, Resource mobilization, rvork planning and budgeting, procurement oversight, performance

contracting and ensuring compliance with legal and statutory requirements. The Committee held three (3) regular

and two (2) special meetings and in the year under review.

c) Strategr and Business Development Services Committee

The committee deals with Policy formulation and review, Strategy Planning, Research and Product Development

,Protection of Intellectual property ,Marketing and Access to markets, Technology development acquisition and

transfer, Training and capacity building for MSEs and Monitoring and Evaluation systems. The Committee held

three (3) regular and one ( I ) special meeting and in the year under review.

d) Development and Infrastructure

The Development and lnfrastructure committee is responsible for the Acquisition and documentation of land for

MSE use, lnfrastructure Development, MSE Centres of Excellence development and equipping. facilitating

access to Markets and Exhibition centres for MSEs and Jua Kali sheds and work sites acquisition and

development. The Committee held three (3) regular meetings and in the year under review.

Performance Contract

The Board annually signs a performance contract with the Govemment as well as sening Corporate Performance

Strategies with Management and continues to perform an annual self-evaluation exercise to review and audit its

role and success or otherwise to meet the challenges envisaged at the beginning ofeach year.

a
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FINANCIAL STATEMENT FOR THE YEAR ENDED 3OTH JUNE,20I8

Training and Dwelopment

The Authority leoognizes the importance of having a well informed and fully empowered Board and

Management. ln this regard, relevant training and capacity development opportunities are organized to equip

Directors and staffwith skills and knowledge necessary to effectively perform their responsibilities

Conflict of ltt{rert
The Directors air required to make wrinen disclosures of any transaction in which they have interest and which

would constitutt aioonflict of interest and abstain from voting when such matters are being considered.

l

Directors nrmiuuents

The Board of Di[ectors are entitled to a sitting and other allowances (where applicable) for every meeting

attended, withinlthc set Govemment guidelines. The aggregate amount of emoluments paid to the Directors
I

during the finmdial year for services rendercd are disclosed in the accounts.
I

\/II. CORPORATE SOCIAL RESPONSIBILITY STATEMENT

The Micro and $mall Enterprises Authority recognizes its obligations lo act responsibly, ethically and with
I

integrity in its ddliogs with staff, customers, neighbours and the environment as a whole.

Firstly, the Aulhority plays an important role in the social-economic development of the country and provides

ific sources of employment, income generation, poverty reduction and development of

,

L

one of the mort

industrial base.

Human resource

Srnall Enterprise

proli

1"he Authority's or source of funding has been through the Exchequer from the National Treasury in the form

of Recurrent and tal grants. However, the Authority is developing worksites management regulations to be

able to have i revenue generation. The Authoriry has also developed most of its operational Manuals, in

and Development, Finance and Procurement and regulations to guide Micro and

Jf) 
infrastructure development of its sites.

support

I

ln the mentioned fliQies, the Authority has put in focus the need to ulilize the public funds that are entrusted to

it in the effective *nd efficient manner, to deliver quality services ro its clients and give back to the society as
I

much as it's responpibly capable.
I

l

Irr.rrther, the Authority is dedicated to creating a workplace that is safe, fair and enriching. Safety procedures and

programs are monitored and improved to help ensure that our employees work safely, We foster a

workplace culture $fnicn tne rights, needs and unique contributions of each employee are respected. We also

a[u"topment opportunities for every employee.

ln terms of fonryard, the Authority remains firmly committed to the tenets of corporate social

inues to deliver on its mandate and functions.responsibility as il

I
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FINANCIAL STATEMENT FOR THE YEAR ENDED 3OTH JUNE,20I8

VIII. REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial stalements for the year ended June 30.

20l8which show the state of the Authority's affairs.

Principa! activities

According to the MSE Act, The principal activities of the Authority were established for the purpose of
promoting, developing and regulating the Micro and Small Enterprises sector,

Results

The results ofthe Authority for the year ended June 30, 2018 are set out on pages I to 22.

Directors
By the order of the Board and signatory deuils as per reporting format in the PSASB prescribed IPSAS template

The members of the Board of Directors who served during the year are shown on pages (v) to (viii).

Auditors

The Auditor Ceneral is responsible for the statutory audit of the authority in accordance with the Public
Finance Management (PFM) Act, 2012.

d
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IX. STATEMENTOFDIRECTORS'RESPONSIBILITIES

Section 8l of the Fublic Finance Managemen I Act,2al2and the state corporations Act , require the Directors toprepare financial Etatements in 
'etpett 

"oi 
tt e autnority, wtrtii gl"r . ,*e and fair view of the state of affairs ofthe Authoriry at lhe end or tr't'i'*.i"i"1.1{n.ria ;lJ;;;erating resurts of the Aurhority for thatyearlperiod' The Direcrors are also required to-ensure that the autnJiry keeps proper accounting records which#:iffiJi?,ffi1;:':ffi:*i;:i"n""*i'r po,;tion orir,,'a,ii,,i,y. ,i"6i*i,",, #ur,o ,",pon,ibre ror

The Directons ape responsible for the prcparation and presentation of the Authority,s financiar statements. whichgrve a true and fair view of the state oi unain or,rr. al,irr".if i", Jo'* o the end of the financiar year (period)ended on J,no t0' 2018' This r.rf""riuirity ir.rrol'iri'#uintuiring adequate financiar managemenrarrangements and bnsuring that these iontinue,to u..n.iiuJ'irrr"rgi"r, the reporting period; (ii) maintainingproper accountipg records' which disclose with.reasonabt. u."u.u.!'ut any lime the frnanciar position of theauthority; (iii) designing, implementirf.ij *uin;;;ff1;,;ui .'Jr,ro,, rerevant to rhe prepararion and fairpresentation of the financial siatements,"arJ.nrrring trr"-'lr.y *. rr., from materiat mirrtutJments, whether due;:;I:l}tifi [1ll,rfr.:r#,:;tffi:1:,,nx*.,j*Yj;P *iil;f,t*,f:y,qfril** u..o,*ine

The Directors aocqpt responsibility for the Authority's financial statements, which have been prepared usingappropriate acountins poiiciet suppo.tea uy ,eas9Laul. *a p*a."i;ra-g.rn"r,, and estimates, in conforrniry withlnternational Public 'iccounting Srandardriipiasl, ,r;;;?;;iJI 
l.quir.o by the pFM A* and the stareCorporations Ac[ The Directols ;; ;i'rl* ipi"i",i that the ;;d;;;;; financiat sratemenrs give a rrue and fairview of the stat€ of authority's ,.un*.i;o"r ili"g ,rr. n"unrtii#'Jrl" June J0, 20r8, anjof the Authoriry,sfina,cial position ry at thai a.t.' rr.,.-riiriii"; further *rnil-.rt.'*mprereness of rhe accounring recordsI"#fi'X1#:ffjXi"Jlil.:HlJl*k#;:j::j''#;iffi:,,;, oi,ne eutno,ity;t iiin.iurslremenrs

Il::It*Tj"",H:flr;:T:il:'i:;,ff;[.:i1f,j:,,l:ffift]r"ilhe Authoriry wiil not remain a going concern for

Approval of thc finrnciat statements

I

t.

'fhiy 
the Authoripr,s

---j\: \'. r[)
' \ i\'\'-

Charles Waithaka
Chairman

:l:,"*.1..k( ftt

financial statements for the year

Date.....

June 201 8 and sigred by:

Nobby Macharia
For: Chief Executive Officer

Iu {nl 1"11
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REPUBLIC OF KENYA

li'lcphonc: t l-s"l-10--14l.l l0
l:lr:, 154-l()- I I l.ll{l
[:-rnail: tlagtrr ()ogken) lr-g().kc
\\'cbsitc: u rvu kcnixr.tlo.kc

P.0. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON MICRO AND SMALL ENTEPRISES
AUTHORTTY FOR THE YEAR ENDED 30 JUNE 2018

REPORT ON THE FINANCIAL STATETVIENTS

Qualified Opinion

I have audited the accompanying financial statements of Micro and Small Enterprises
Authority set opt on pages 21 lo 45, which comprise the statement of financial position as

at 30 June 20f18, ancl statement of financial performance, statement of changes in net

assets, statQment of cash flows and statement of comparison of budget and actual
amounts tor lhe year then ended, and a summary of significant accounting policies and
other explana(ory information rn accordance with the provisions of Article 229 of the
Constitution pf Kenya and Section 35 of the PublicAuditAct,20l5. lhave obtained all
the informatibn and explanations which, to the best of my knowledge and belief, were
necessary foi tfre purpose of the audit.

ln my opiniorfr. except for the etfect of the matters described in the Basis for Qualified
Opinion sectlop of my report, the financial statements present fairly, in all material
respects, the fihancial position of Micro and Small Enterprises Authority as at 30 June
2A18, and oflits financial performance and its cash flows for the year then ended, in

accordance v{itn lnternational Public Sector Accounting Standards (Accrual Basis) and

comply with thej Micro and Smali Enterprises Authority Act, 2012 of Laws of Kenya.
t.

Basis for Qualified Opinion
I

1. Prbperty, Pf|nt and Equipment;
I

As reported plpviously, the property, plant and equipment balance of Kshs.55 ,181,414 as

at 30 Jrrne 20'18 pxctudes undetermined value of properties in 154 industrial development
centres. Furttfe;; some other non-current assets of undetermined value are held by the
Authority for trdrtsfer tO various Constituency lndustrial Development Centres lClDCs). ln
addition, the [{t, location and the value of the assets meant for onward transfer to CIDCs
as well as the $igned report of the Parent Ministry delinking the centres from the Authority
were not aviiledifor audit review. Apparently, the management has not taken stock of all

its land, OuildifgS and other properties and valued them to establish their accountiri$
treatment in thb Authority's books of account.

j

2. Trade and Other Receivables

Note 10 of tn[ financial statements as at 30 June 2018 reflects trade and other
recervables flgiJie of Kshs.10,398,752 which includes Kshs8.028,750 indicated as

Repori of the Auditqr-Gene,.al otn lhe Finurtcial Statements of Micro und Small Enlerprises Authority' Jor lhe .year

endeC 30 ..lune )U l8
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receivables from the Parent Ministry which has not been supported. The financial
statements of the Parent Ministry had not recognized pending bills as at 30 June 2018.
ln the circumstances, it was not possible to accuracy of Kshs.8,028,750.

3. Non-Compliance with Procurement Laws and Regulations

As previously reported, the Authority procured and paid for a machine (Bar-Sheer) for use
at the common user facility at Kariobangi Center of Excellence from a local company at
a cost of Kshs.6,200,000 without any formal contract. The tender committee minutes of
17 June 2015 indicated that the Authority used "request for quotation" as the procurement
method. However, the Public Procurement and Disposal (amendment) Regulations, 2013
requires the maximum level of expenditure under request for quotation method of
procurement at Kshs.2,000,000 and a minimum of Kshs.6,000,000 under national open
tender. Further, the Authority did not enter into a formal contract with the supplier
considering the complexity and significant cost of the machine. Although the machine was
delivered in December 2015 and the supplier having been fully paid, by the time of audit
inspection in January 2019, the machine was still lying idle and was yet to be
commissioned.

Further, information available indicated that the Authority was still waiting for the supplier
to configure the machine before it is commissioned. Therefore, the Authority failed to
comply with the procurement laws and regulations and further failure to commission the
machine is an indication that the Authority did not obtain the value for money from the
purchase of the machine costing Kshs.6,200,000.

4. Payment for Security Bills

As previously reported in 201412015, the parent Ministry transferred to Constituency
lndustrial Development Centres (ClDCs) liabilities of Kshs,105 million which had accrued
up to 31 December 2014 and further instructed the Authority to make payments of
Kshs.S0 Million before the contract to transfer CIDCs was signed between the Ministry
and the Authority. lt was, however, noted that the management approved the payment
of security services to various security firms totalling Kshs.47,460,760 before the CIDCs
were handed over to the Authority by the Ministry and before the handing-over agreement
between the Authority and the parent Ministry was signed on 29 January ZbtS. fne
outstanding balance of security services as at 30 June 2015 amounted to
Kshs.57,539,240. Clause 5(i) of the signed contract had clearly indicated that the Ministry
had undertaken to pay all the pending and current bills relating to security services for the
existing contracts up to 3 December 2014 before handing over to the CIDCs but the
management went ahead and paid the bills owed by the Ministry before silning tne
agreement and yet there was no provision for payment of security services in the budget.
During the year ended 30 June 2016, the Authority made further payments totalling
KShs.22,493,912 leaving a bdldnce of Kshs.38,980,528 as at 30 June 2016., However,
this amount of Kshs.22,493,912 includes Kshs.1,628,000 paid to hryo local firms which
were not included in the Authority's outstanding bills statement as at 30 June 2015. The
anomaly indicates that the outstanding creditors balances were not reconciled prior to the
payments. ln addition, some of the payments were supported by undated lnvoices and
photocopies of documents while others were new invoices raised during the year
201512016 purporting to support services provided during the financialyears 2013114 and

Report of the'Auditor-General.-on the Financial Statements of Micro and Small Enterprises Authority for the year
ended 30 June 2018
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2014115. No explanation has been provided as to why the service providers did not
provide certified copies of original invoices as issued to the parent ministry. These
anomalies casts doubt on the validity on payments for the security service totalling to
Kshs.38,980,528 debts reported as at 30 June 2016.

Consequently, it has not been possible to confirm probity in use of the public funds
amounting to Kshs.105 million applied by the Authority to pay for the security bills which
ought to have been settled by the Ministry.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Micro and Small Enterprises Authority in

accordance with ISSAI 30 on Code of Ethics. I 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. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. I have determined that there are no
Key Audit Matters to communicate in my report.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Qualified Opinion section of
my report, I confirm that, nothing else has come to my attention to cause me to believe
that public resources have not been applied laMully and in an effective way.

Basis for Gonclusion

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK IVANAGEIMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the matter described on the effectiveness of lnternal
Controls, Risk Management and Governance section of my report, I confirm that, nothing

Report of thq Avditor-General on the Financiql Statements of Micro and Small Enterprises Aulhority for the year
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else has come to my attention to cause me to believe that internal controls, risk
management and overall governance were not effective.

Weak lnternal Controls

As previously reported, the Authority relies on staff members deployed from the parent
Ministry with the exception of the Chief Executive Officer. Consequently, the Authority
does not have full control of staff members, which hampers the service delivery and
execution of the Authority's mandate.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 1315 and ISSAI 1330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and Those charged with Governance

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

ln preparing the financial statements, management is responsible for assessing the
Authority's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless the
Authority either to cease operations, or have no realistic alternative but to do so.

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

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

Those charged with governance are responsible for overseeing the Authority's financial
reporting process, reviewing the effectiveness of how the Authority 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.

Report of the Auditor-General on the Financial Statements of Micro and Small Enterprises Authority for the year
ended 30 June 2018
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Aud itor-Genera !'s Responsi bil ities for the Aud it

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

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordancewith the provisions of Section 7(1)(a)of the PublicAuditAct,20l5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

As part of
judgement

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

Report of thp rtuditor-General on the Financial Statements of Micro and Small Enterprises Authorityfor the year
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Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

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

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

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

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

FCPA Edward R. O. Ouko, CBS
AUDITOR-GENERAL

Nairobi

13 August 2019

Report of the Auditor-General on the Financial Statements of Micro and Small Enterprises Authority for the year
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2017-t8 2016-t7

Note
I Shs Shs

eVl

an
R
tr

:nue from non-exchange
lactions

I 234,318,036 I 89,824,82 IT sfers from other governments

F rnue from exchange transactions

R lering of services 2 t,477,t20 1,752,423

I

191,577,244I rl revenue 235,795,156

II

T 9nses

1,219,876( is and Services 3 l05,l4l
E loyee costs 4 11,296,292 7629484

t .er uneration of directors 5 10,807,715 I 1,389,198

rel 21,900,048t :eciation and amorti:zation expense 6 12,006,940

7 800,333 4,799,864F airs and maintenance

8 152,747,754 184,074,346( eral expenses

L87,764,175 231,012,8161 rl expenses

49,030,981 -39,435,572( ut plus for the period

MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FOR THE YEAR ENDED 3OII!JUNE, 20I8

STATEMENT OF FINANCIAL PERFORMANCE
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MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FOR THE YEAR ENDED 30r'r JUNE, 2018

STATEMENT OF FINANCIAL POSITION AS AT 3OTH JUNE 2018

2017-18 2016-11

Note

Assets Shs Shs

Current rssets

Cash and cash equivalenls 9 70,943,261 5,4 I r,952

Receivables from exchan ge
trsnsactions l0 l 0,398.752

5, I 46,770.00

8 r,342,0 r 3 r 0,55E,722

Non-currcnt assets

Propcrty .plant and equipment t2 55,r8l,4t4 33.599.2 r 3

Totsl assets 136,523,427 50,396,226

Liabilities

Current liabilities

Trade and other payables from
exchange transactions

54,521,15t 37.629.699

Provision for Audit Fees 450.000 450,000

Withholding Ta.x
585,373

Totel liabilities 54,97t,t 5l 38,665,072

Net assets 8l,552,937 I r,73l.ts6

Reserves -30.824. I 36

Accumulated surplus 112,377,073 90,586,603

Total net essets Rnd liabilities 8l,552,937 I 1,731,156

The Financial Statements set out on pages 21 lo 25 were signed on behalf of the Board of

Directors on by:

a

L.

+N&r
Chai rnan For: Ghief Executive Officer

o"," [6{*Izn:
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MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FORTHE YEAR ENDED 3OTII JUNE,20I8

STATEMENT OF CHANGES IN NET ASSETS

/

L

Surplus resorues Capital
Grants Total

Kshs Kshs Kshs

Balance as at 1 July 2015 9,654,651 57,371,539 67,026,190

Surplus/(deficit) for the period -49,074,526 49,074,526
Assets Purchased from Capital
Grants 33,215,064 33,215,064

Balance as at 30 JUNE 2016 -39,419,875 90,586,603 51,166,728

Balance as at 1 July 2016 -39,419,875 90,586,603 51,166,728

Surplus for the period -39,435,572 -39,435,572
Assets Purchased from Capital
Grants
Batance as at 30 JUNE 2017 -78,855,447 90,586,603 1{,731,156

Balance as at 1 July ?O17 -78,855,M7 90,586,603 11,731,156

Surplus/(deficit) for the period 48,030,981 48,030,981

Assets Purchased from Capital
Grants

21,790,47O 21,790,474

Balance as at 30 JUNE 2018 -30,824,466 112,377,073 81,552,607

2Jl['rruc
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STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2018

2017-18 2016-17
Note

Surplus /(Deficit)from operating activities

Adjustments for:
Depreciation
Provision for Audit Fees

48,030,981 -39,435,572

I

12

12

12,006,940
450.000

60,487,920

21,582,201

5.251,982
26,834,183

21,790,463

65,531,310
5.411,951

70,943,261

21,900,048
0

(17,535,524)

(8,403,694)

24.253.899
15,850,205

- 1,685.3 t9
7,097.270
5,411,951

\

Adjustments for working capital changes
lncrease (Decrease) in Payables
(lncrease) decrease in Receivables
Net cash generated from oPerating

Cash flow from investing Activities

Purchase of fixed Assets

Net cash inflow from investing Activitles

Financing Activities
Capital Grants Expenditure
Net cash flow from Financing activities

21.790.463

Decrease in cash & cash equivalent
Cash & Cash Start of the Year
Cash & Cash equivalent Year end 9

}--
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XV. STATEMENT OF COMPARISON OF BI.'DGET AND ACTUAL

25 ll'asc

t

\

Adlustments Flnal Budget
Actual on

Comparlson
basls

Origlnal
Estlmates

Performance
dlfference

2017-2018 2017-2018 2017-2018 2017-2018 2017-2018

Kshs Kshs Kshs Kshs
Recurrenl Grant 75,833,821 (18,958,456) 56,875,365 56,875,365 0

Development Grant 150,000,000 (123,2s0,000) 26,750,000 26,750,000 0

Grant from IDA 574,000,000 (434,000,000) 140,000,000 142,663,921 -2,663,921

Fees, Levies or
Charqes

2,500,000 0 2,500,000 1,490, 120 - 1,009,880

-3,673,801Total Revenue 802,333,821 -576,208,456 226,125,366 227,719,406

EXPENSES

75.415,156
KYEOP Operating
Expenseg

574,000,000 (434,000,000) 140,000,000 64,584,844

Personnel Emoluments 10,900,000 (4.400.000) 6,500,000 5,364,224 1 , 1 35,776
11,000,000 10,054,975 945,025Domestic travel 11,000,000 0

Printing supplies and
advertiserrenl

2,400,000 0 2,400,000 1,589,500
810,500

2,900,000 105,141 2,794,859Utilities 2,900,000 0

4,614,904
Communication Supply
Services

7,000,000 0 7,000,000 2,385,096

Q,318.2011Board Expenses 5,000,000 4,400,000 9,400,000 11,718,20'.1

Rent 14,500,000 0 't4,500,000 1 1 ,923,106 2,576,894

1,000,000 3,464,093 (2,464,093)
Training Erpenses
(MSEs) 1,000,000 0

2.191,039
Hospitalhy Supplies &

Services
4,000,000 0 4,000,000 1,808,961

(1 .606.713)General Office Supplies 4,000,000 0 4,000,000 5,606,713

3,000,000 0 3,000,000 4,799,864 (1,799,864)Routine Maintenance

19,129,580 (408,330)
Jua KaliNguvu
KazilMarketinq

18,721,250 0 18,721,250

5.',171.911
MSE Worlisiles And
CIDCs 8,028,750 0 8,028,750 2,856,839

2,600,000 1,969,950 630,050
Refined fuel and
Lubricants

2,600,000 0

6,785,564 (3.785,564)
Contracted guards &

cleanino
3,000,000 0 3,000,000

I lt

REVENUE Kshs
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r.ji

,
A'OrES

1. The operating expenses on KYEOP was so low compared to the allocated funds because the project
was funded two months to the close of the financial year hence the under absorption of
Ksh.75,415,155. This being a Youth project, the political climate was unfavourable being a year of
contested election

2. The budget allocation on Utilities was for our field offices. During the period under review the
Authority closed some offices where officers exited or were transferred eg. Mandera, Wajir, Bomet,
Busia, West pokot and Homabay

l

a result
of the

i

3. The under- utilisation under Communication Supplies, Rent, MSE Worksites and CIDCs was as

of lack of liquidity since the exchequer for the fourth Quarter was released late to the closure
financial year hence incurring pending bills

26 ll'ape
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XVI. NOTES TO THE FINANCIAL STATEMENTS

1. Statement of compliance and basis of preparation

The authority's financial statements have been prepared in accordance with and comply with

lnternational Public Sector Accounting Standards (IPSAS). The financial statements are presented in

Kenya shillirBs, which is the functional and reporting currency of the authority and all values are
rounded to the nearest shilling (Ksh). The accounting policies have been consistently applied to all the
years prescnted.

The financial slatements have been prepared on the basis of historical cost, unless stated otherwise.
The cash flow statement is prepared using the indirect method. The financial statements are prepared

on accrual basb.

2. Summary of slgnlflcant accountlng pollcles

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees, taxec and fines
The authoris recognizes revenues from fees, taxes and fines when the event occurs and the asset

recognition Cri$ria are met. To the extent that there is a related condition attached that would give rise

to a liability tO repay the amount, deferred income is recognized instead of revenue. Other non-

exchange revenues are recognized when it is probable that the future economic benefits or service
potenlial associated with the asset will flow to the authority and the fair value of the asset can be

measured rcliably.

Transfers ftom other government entlUes
Revenues ffom non-exchange transactions with other government entities are measured at fair value

and recognized on obtaining control of the asset (cash, goods, seryices 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 authority and can be measured reliably.

i) Revenue from exchange transactions

Renderlng ol seruices

The authorlty recognizes revenue from rendering of services by reference to the stage of completion
when the outcome of the transaction can be estimated reliably. The stage of completion is measured

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

Where tlc contract outcome cannot be measured reliably, revenue is recognized only to the extent

that the expenses incurred are recoverable.

Sale of goocb
Revenue from the sale of goods is recognized when the significant risks and rewards of ownership

have been transferred to the buyer, usually on delivery of the goods and when the amount of revenue

can be megsured reliably and it is probable that the economic benefits or service potential associated

with the Eansaction will flow to the authority.

27 ll'arrc
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Notes lo lhe finonclol stolements Cont'd

lnterest income
lnterest income is accrued using the effec,tive yield method. The effective yield discounts estimated
future cash receipts through the expected life of the financial asset to that asset's net carrying amount.
The method applies this yield to the principal outstanding to determine interest income each period.

b) Budget information

The annual budget is prepared on the accrual basis, that is, all planned costs and income are
presented in a single statement to determine the needs of the authority. As a result of the adoption of
the accrual basis for budgeting purposes, there are no basis, timing or authority differences that would
require reconciliation between the actual comparable amounts and the amounts presented as a
separate additionalfinancial statement in the statement of comparison of budget and actualamounts.

c) Taxes

Wthholdlng Tax

Withholding Tax relates to Value Added Tax (VAT) being held by the Entity at 6% from the suppliers,

and later submitted to Kenya Revenue Authority (KRA) by 20th of every following month. lt is

recognized as a liability, and offset in Entity's books of accounts when remitted to KRA,

Sales tax

Expenses and assets are recognized net of the amount of sales tax, except:

) When the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case, the sales tax is recognized as part of the cost of acquisition of
the asset or as part of the expense item, as applicable

) When receivables and payables are stated with the amount of sales tax included

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part

of receivables or payables in the statement of financial position.

a

\
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d) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. Cost includes expenditure that is directty attributable to the acquisition of the items. Wren
significant parts of property, plant and equipment are required to be replaced at intervals, the authority
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. \Mere an asset is acquired in a
non-exchange transaction for nil or nominal consideration the asset is initially measured at its fair
value.
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Nolqp lo lhe flnonclol slolemenls Conl'd
Depreclatlon

Depreciation is calculated to write off the cost or valuation of property and equipment in equal annual
instalmentt b fie following rates;

Motor vehiclO 25o/o

Computers 33113o/o

Office Equlpmont & furniture's 12.5%

e) lntanglble assets

lntangible aissts 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, inlangible assets are canied at cost less any accumulated amortization and accumulated
impairment losses. lnternally generated intangible assets, excluding capitalized development costs,
are not capitalized and expenditure is reflected in surplus or deficit in the period in which the

expenditure is incurred.

Amortization is calculated on straight line basis over 3 years.

f) Research and development costs

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

recognized bs lntangible assets when the Authority can demonstrate:

> The technical feasibility of completing the asset so that the asset will be available for use or sale

> lts intGnlion to complete and its ability to use or sellthe asset

D How the asset will generate future economic benefits or service potential

P The avallability of resources to complete the asset

> The abillty to measure reliably the expenditure during development

Following initiBl recognition of an asset, the asset is canied at cost less any accumulated amortization
and accumUlated impairment losses. Amortization of the asset begins when development is complete
and the a89et is available for use. lt is amortized over the period of expected future benefit. During the
period of development, the asset is tested for impairment annually with any impairment losses

recognizod inlmediately in surplus or deflcit.

g) Flnanclll lnstruments
Financial ast€ls
lnitial recogrlition and measurement
Financial *sots within the scope of IPSAS 29 Financial lnstruments: Recognition and Measurement
are classifibd as financial assets at fair value through surplus or deficit, loans and receivables, held{o'
maturity lnveptments or available-for-sale financial assets, as appropriate. The Authority determines
the classification of its financial assels at initial recognition.

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

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

measured at amortized cost using the effective inlerest method, less impairment. Amortized cost is

calculated by taking into accounl any discount or premium on acquisition and fees or costs that are an

integral part of the effective interest rate. Losses arising from impairment are recognized in the surplus

or deficit.

hl lmpairment of financial assefs

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

asset or a authority of financial assets is impaired. A financial assel or a authority of financial assets is

deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or

more events that has occurred after the initial recognition of the asset (an incurred 'loss event') and

that loss evenl has an impact on the estimated future cash flows of the financial asset or the authority

of financial assets that can be reliably estimated. Evidence of impairment may include the following

indicators:

) The debtors or a authority of debtors are experiencing significant financial difficulty

) Default or delinquency in interest or principal payments

) The probability that debtors will enter bankruptcy or other financial reorganization

) Observable data indicates a measurable decrease in estimated future cash flows (e.9. changes
in arrears or economic conditions that correlate with defaults)

i) Financial liabilities

lnltlal recognition and measurement
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair value
through surplus or deficit or loans and borrowings, as appropriate. The Authority determines the

classification of its financial liabilities at initial recognition.

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

directly attributable transaction costs.

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

cost using the effective interest method. Gains and losses are recognized in surplus or deficit when the

liabilities are derecognized as well as through the effective interest method amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the effective interest rate.

j) Provlslons

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

result of a past event, it is probable that an oulflow 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.

I

\

]
30 lPaae



MICRO AND SMALL ENTERPRISES AUTHORITY

FINANCIAL STATEMENT FOR THE YEAR ENDED 3OTH JUNE,2O18

Where the Authority expects some or all of a provision to be reimbursed, for example, under an

insurance oontrac;t, the reimbursement is recognized as a separate asset only when the
reimbursemGnl is virtualty certain.

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

Co nti ngent ll abl I ltles
The Authority 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 seruice potential is remote.

k) Nature rhd purpose of reserves

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

l) Changee ln accounting policles and estlmates

The Authorlty recognizes the effects of changes in accounting policy retrospectively. The effects of

changes in bccounting policy are applied prospectively if retrospective application is impractical.

n) Forelgn curency transactlons

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on the date

of the traniaclion. 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

differencc arlsing 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.

p) Related parties

The Authority regards a related party as a person or an authority with the ability to exert control
individually or jointly, or to exercise significant influence over the Authority, or vice versa. Members of
key management are regarded as related parties and comprise the directors, Chief Executive officer,

Head of DEpartments and senior managers.

q) Cash and cash equlvalents

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

highly liquid ihvestments with an original maturity of three months or less, which are readily convertible

to known amounts of cash and are subject to insignificanl risk of changes in value. Bank account

balances iltclude amounts held at the Central Bank of Kenya and at various commercial banks at the

end of the firlancial year. For the purposes of these financial statements, cash and cash equivalents

also include short term cash imprests and advances to authorised pubtic officers and/or institutions

which were not surrendered or accounted for at the end of the financial year.

t
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r) Comparative figures

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

s) Significant judgments and sources of estimation uncertainty

The preparation of the Authority'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.

l) Critical accounting judgments ln applylng the entlty's accountlng pollcles

lmpairment /osses on trade and other receivables

The authority reviews its trade and other receivables to assess impairment regularly. ln determining
whether an impairment loss should be recognised through profit or loss, the company makes
judgements as to whether there is any observable data indicating that there is a measurable
decrease in the estimated future cash flows from the receivables, before a decrease can be
identified. This evidence may include observable data indicating that there has been an adverse
change in the payment status of customers or local economic conditions that conelate with defautts
on assets in the company. Management uses estimates based on historical loss experience for
assets with credit risk characleristics and objective evidence of impairment when scheduling its
future cash flows. The methodology and assumptions used for estimaling both the amount and
timing of future cash flows are reviewed regularly to reduce any differences between loss estimates
and actual loss experience.

Estrmafes and assumptlons
The key assumptions concerning the future and other key sources of estimation uncerlainty 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 Authority 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 Authority. Such changes are
reflected in the assumptions when they occur.

Key sources of estimatlon uncertalnty

lmpairment of assefs

At the end of each reporting period, the authority reviews the carrying amount of its assets to
determine whether there is any indication that these assets have suffered an impairment loss.
lf any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of impairment (if any).

Plant and equipment

a
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Crlti0al estimates are made by the directors in determining depreciation rates for property,
plant qnd equipment. The useful lives and residual values of assets are assessed using the
followihg indicators to inform potential future use and value from disposal:

r The condition of the asset based on the assessment of experts employed by the
authority

r 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 deployedr Availability of funding to replace the asset
: Changes in the market in relation to the asset

value estimation - financial instruments

the fair value of financial assets and flnancial liabilities recorded in the statement of
position cannot be derived from active markets, their fair value is determined using
techniques including the discounted cash flow model. The inputs to these models

are from observable markets where possible, but where this is not feasible, judgment is
in establishing fair values. Judgment includes the consideration of inputs such as

risk, credit risk and volatility. Changes in assumptions about these factors could affect
the fair value of financial instruments.

events

no events subsequent to the financial year end with a significant impact on the
for the year ended June 30, 2018.

t
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Notes to the financia! statements (Gontinued)

Shs

)

Shs

l Transfers from other
Sovernmcnts

20t 7-t8 2016-t7

Unconditlonal grants

Recurrent 64,904,I I 5 75,833,82 I

Development 26,750,000 I 02,500,000

Conditional grants

State depart. Ol' lndustry 223,707,963 I 1,49 1,000

State depart. Of lndustry 81,044.042

Total government grants and
subsidies

234,3 r 8,036 189,824,82 t

20t 7-r8 2016-17

2. Renderingofservices Shs Shs

Fees.Levies or Charges 1,477,120 1,7 52,423

Total revenue from the rendering
of servlces

I,471,120 1,7s2,423

20r7-18 2016-11

3. Coods and Services

Electricity l05,l4l t,219,8?6

Water

Total good nnd servlces l05,t4l 1,219,816

;
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20I 7-l 8 2016-t7

4, I loyee costs

Srt .r rnd wages 6,798,012 7,629,484

Emplol
uontributions t

ilelated costs -

fnsions and medical

l'*
31,000

KYEO PI emunerStons 4,467,280

En )yec costs tt.296,292 1,629,494Pl,

2017-18 2016-r7

I

il Shs Shs

5. Rerru rtion of directors

Chrir 's Honoraria 504,000 329,t73

Dirtrc 5.820.283emolumcnts 5, I 89,656

Otl rllowances 5,1 t4,060 5,239,742

'l'otnl di or emoluments 10,807,715 1 1,J89,1 98

2016-172017-rE

Shs Shs

6. Deprcc rti
C

rn and amortization
pense

Of licc Er ment & Furniture 2,2t4,364 3,23 8,783

Cr mputers 5,599,601 8, I 95,348

N r vehicles 3,038,375 8, I 95,348

Fittinl ,3i Refurbishment I , I 54,599 2,2t4,364

Totel
I

lreciation and
rtization

12,006,9{0 2l,900,048
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L

2017-18 2016-t1

7. Repairs and maintcnance

Property

lnvestment property - earning rentals

Equipment 68,200

Vehicles 732,133 4,799,864

Total repnirs and maintenance 800,333 4,199,964

2017-t8 2016-17

Shs ShsE. General expenses

KYEOP Iixp 82,404,466 6,395,3 r 6

Communication 2.3 85,096 7,736,399

Domestic Travel 8,604,976 15,082, I 27

Foreign Travel I,0E2,466

Provision forAudit fees 450,000

Printing Advertising I,589,500 2,276,278

Trade Shows and Exhibitions 9,434,052

Rent I r,568,r48 I 1,851,969

Training -STAFF 3,3 33,348 r 1.839.20s

Training-MSF. 88,745 4,992,946

l{ospitality 2,134,7 t2 7,913,222

Legal expenses 53 l,000

Office General Supplies 9,426,743 8,923,982

Contracted Cuards & Cleaning Se 7,774,685

Worksite and CIDC 2,856,839 54.145.663

["uel 563,000 1,969,950

Marketing MSE 358,750 34,972,222

Develop MSE Coordination and
Har

4.234,040

Contracted Professional Services 4,833. l 32

Nguvu Kazi Exhibitions 8,767,922

Research 65,000

Bank Chargcs t26,597 281,784

Total general expenses 152,741,154 t 84,074,346

}*-
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2017-18 20tGl7

9. Cash cash equival€nts

Cu Tent account
KCB CoK: Ksh 8,892,490
NBK GoK: Kshs 586,841
KCB Proiect: Kshs 61.463.930

5,41 I .95 I

'fotal cash rnd cash equivnlents 10,943,261 5,4I 1,951

2017-t8 2016-17

I
Shs Shs

r0 eivables from

ng,excha : transactions

Curr t receivables

Outs anding Imprests 2,370,002 5,146,770

Ministry of h rdn$try Trade & Co'op4
llot 8,028,750

To al receivables 10,398,752 s,146,770

201 7-r 8 20tGl7

I
I

Shs Shs

ll. Payables

exchtnge transactions

Currcnl Payables

Outstrrnding Bills 54,52 1,1 5 r 37,629,699

Total receivables 54,521,t 5l 37,629,699

37lPad e
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Office
Equipment
& Furniture

Computers Motor
vehicles

Flttings /
Refurbishment Total

Cost Shs Shs Shs Shs Shs

At l July 2015 8,870,180 17,533,500 27,017,53{ 14,778,864 68,200,075

Additions 17,040,081 2,134,000 14,040,983 33,215,064

Disposals 0

At 30* June
201 6

25,910,26'l 19,667,500 41,058,514 14,778,864 '101,415,139

Additions 1,s57,800 1,557,800

Disposals 0

At 30h June
2017

25,910,261 21,225,300 41,058,514 14,778,864 102,972,939

At 1st July
2017

25,910,26',1 21,225,300 4l,058,514 14,778,864 102,972,939

Additions 8,822,870 12,967,600 0 0 21,790,470

Disposals 0

At 30s June
2018

34,733,131 34,192,900 41,058,514 14,778,864 124,763,409

Depreciation
At lJuly 2016 1,717,782 7,846,957 8,375,758 1,847,354 19,787,95'l

Depreciation 3,238,783 10,264,628 1,847,358 19,290,556

At30 June2016 4,956,565 11,786,744 18,640,386 3,694,712 39,078,407

Depreciation 3,238,783 3,145,871 10,264,629 1,847,358 18,496,641

At 30u June
2017

9,195,348 14,932,615 28,905,015 5,542,070 57,575,048

At lst July
2017

8,195,348 14,932,615 28,905,015 5,542,070 57,575,048

Depreciation 3,045,341 5,094,791 2,765,211 I ,101 ,597 12,006,940

At 30s June
2018

11,240,689 20,027,444 31,670,226 6,643,667 69,581,988

Net Book
Values

At 30th June
201 8

23,492,442 14,165,494 9,388,288 8,135,197 55,1 81 ,41 4
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12. Fixed Asset Movement Schedule

13. Flnancia! Rigk Management

Exposure to currency, commodity, interest rate, liquidity and credit risk arises in the normal
course of the authority's operations. This note presents information about the authority's
exposure to each of the above risks, policies and processes for measuring and managing risk,
and the authority's management of capital. Further quantitative disclosures are included
throughout these financial statements.

,

\
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Fair valugg
Set out bolow, is a comparison by class of the carrying amounts and fair value of the authority's
financial lnstruments,

Carrylng amount Falr value

,

Flnancltl [ssets

Receiv*lfs from non-exchange
transacllolps
Cash and icash equivalents

Flnanclal Llabllltles
Trade payables from exchange
transaclions

L
KSh

10,398,752
70.943.591

54.521.151

54.521.151

KSh

10,398,752
70.94s.591

54.521.151

54.52',t.151

The fair val
could be
liquidation.

ue of the financial assets and liabilities are included at the amount at which the instrument
exchanged in a current transaclion between willing parties, other than in a forced sale or

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

Credit risk
Credit risk ig lhe risk of financial loss to the authority if customers or counterparties to financial
instrumentg fail to meet their contractual obligations. The authority's credit risk is primarily attributable
to its receivabbs and cash and cash equivalents. The company's management assesses the credit
quality of erch customer, taking into account its financial position, past experience and other faclors
before extonding credit. The carrying amount of financial assets represents the maximum credit
exposure. The credit risk on liquid funds with financial institutions is low, because the counter parties

are banks wlth high credit-ratings. The maximum exposure to credit risk as at 30 Jun 2017 was:

Non exdrange receivables
Cash and cash equivalents

Maximum exposure to credit
risk

70,943,591

70,943,591

Fully
performing

Kshs

Past due

Kshs

lmpalred

Kshs

Total

Kshs

70,943,591

70,943,591

The avcrage credit period on services rendered is 90 days from date of invoice. Debts above 90
days old Are classified as past due. The authority provides fully for all receivables outstanding over

39 ll'age
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365 days where there is no evidence of expec{ed recovery. The clients under the fully performing
category are paying their debts as they continue dealing with the authority. The default rate is low.

Credit quality

Credit quality is assessed risk of default attached to counterparties to which the authority extends
credit and also those parties with whom the authority invesls. As such, the credit quality assessed
extends to the customers, donors and banks of the authority. For financial statement purposes, the
investments and balances with banks are limited to the receivable and cash and cash equivalents
line items in the statemenl of financial position. The authority determines credit quality of the banks
from past dealings with them and from information readily available from the regulatory authority,
the Central Bank of Kenya.
The receivable held at the end of the period related to approved grants from the CBK that are only
recognised when a firm commitment from the government has been received. The government is
considered a risk free debtor.

Recelvables

The authority does not exlend credit to external paligt All services performed by the authority are
rendered upon payment by the customers. The receivhbles from non-exchange transactions relate to
grant receivables from the government of Kenya. The authority's maximum exposure to credit risk is
represented by the carrying value of each financial asset in the statement of financial performance

Cash and cash equlvalents

The authority limits its exposure to credit risk by investing cash and cash equivalents with only
reputable financial institutions that have a sound credit rating. Consequently, the authority does not
consider there to be any significant exposure to credit risk.

Llquidity risk

Liquidity risk is the risk of the authority not being able to meet its obligations as they fall due. The
authority's approach to managing liquidity risk is to ensure that suflicient liquidity is available to meet
its liabilities when due, without incurring unacceptable losses or risking damage to the authority's
reputation. Prudent liquidity risk management includes maintaining sutficient cash to meet the
authority's obligations.

The table below analyses the authority's financial liabilities into relevant maturity groupings based on
the remaining period at the end of reporting period to the contractual maturity date. The amounts
disclosed in the table below are the contractual undiscounted cash flows. Balances due within i 2
months equal their carrying amounts, as the impacl of discounting is not significant.

Market risk

a

\

At 30 June 2018

Trade payables from
exchange
transactions

Less than
I month

Kshs

Between
1-3 months

Kshs

54,521,151

Over
5 months

Kshs
Total
Kshs

54,521,151

F

40 ll'}ar:e
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Market risk is the fisk of changes in market prices, such as foreign-exchange rates and interest rates,
affecting the auth{rity's income or the value of its financial instrument holdings. The objective of market
risk managermht is to manage and control market risk exposures within acceptable parameters, while
optimizing the retum on the risk

(i) Price risk
The authority does not hold investments that would be subject to price risk; hence this
rislt is not relevant.

(ii) lnterest rate risk
The authority does not hold any interest bearing liabilities or assets; hence this risk is
no(relevant.

(ii) Foreign currency risk
Thp authority did not have any foreign currency denominated transaction during the

YeFr'

Capital rbk management pollcies

The primary dbjective of managing the authority's ffiat is to ensure that there is sufficient cash

available to support the Group's funding requiremerit3llncluding capital expenditure, to ensure that

the authority femains financially sound. The authority monitors capital using a gearing ratio, which
is net debt, divided by total capital, plus net debt.

)

I
L

As at the
only of a

14. Taxatlon.

The

15. Eventr
There arg

16.

endlof the year, the authority had no debt. The capital structure of the authority consists
goneral fund. The gearing ratio of the authority is therefore 0ol0.

is a government agency and therefore does not pay corporate tax.

the reportlng perlod
material and non-adjusting events after the reporting date

Currency
The statements are presented in Kenya shillings.

4lll)luc
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XVII. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor for the financial year 2014115,

and management comments that were provided to the auditor. We have nominated focal persons to

resolve the various issues as shown below the associated time frame within which we expect the issues

to be resolved.

,

\

t--

Reference

No. on the

external
audit
Report

lssue/Observations
from Auditor

Management
comments

Focal Point
person to
resolve the
issue (Nome

and
designation)

Status:
(Resolved /
Not Resolved)

Timeframe:
(Put a date

when you

expecl the

lssue lo be

resolved)

Property Plant
and Equlpment

Property, plant and
equipment balance
of Kshs.
51 ,426,179 as at
30 June 201 5
excludes the value
of the 154 industrial
development
centres.

The Management
has engaged the
Ministry to finalise
delinking report Fnd
fastrack full
delinking of the
Authority's Assets
including ClDCs.
Further the
Authority plans to
engage a valuer in

lhe 201912020
budget

cEo

Board

Not resolved 30th June
2020.

t Trade and Other
Payables

Trade and other
payables balance
of Kshs.
65,847,793 as at
June 201 5
constitute an
amount of Kshs.
8,308,553 being
trade creditors
while the balance
of Kshs.
57,539,240 relates
to outstanding
security dues,
balance of which
remained
outstanding after
clearance of Kshs.
47,460,790 out of
the total Kshs.
105m inherited
from the parent

The Authority has
cleared allthe
pending bills
relating to the
security services for
Constituency
lndustrial
Development
Centres(ClDCs)

cEo

Board

Resolved

42 ll']aae
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a

l

1

Ministry under
unclear
circumstances

Other
Matterc

Resolved

I

The Authority has
cleared allthe
pending bills
relating to the
security services for
Constituency
lndustrial
Development
Centres(ClDCs)

I bne

CEO

Board

3.
Payment of
Securlty Bllls

The Authority made
payments of
Kshs.50 million
before the contract
was signed by the
two parties for
transferring CIDCs
to MSEA to security
gervices for the
existing contracts
up lo 311212014
before handing
over but MSEA
went ahead and
paid for it when it
was not even
budgeted for.

Resolved
Not 30th June

2420.

lneffective
lnternal Controls
The Authority does
not have an internal
audit section as an
independent
function designed to
set up and
implement effective
internal control
systems as far as
the organization
operations are
concerned.

The Authority has
made appropriate
approvals for
recruitments of staff
will begin early of
the Ff/ 201912020

,;l

cEo

Board

1.

f-
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