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1. Key Entity Information and Management

(a) Background information

Narok County Alcoholic Drinks Control and Regulation Fund is established by and derives
its directorate and accountability from Narok county Alcoholic Drinks Regulation and Control
Act of 20th July 2016. The Fund is wholly owned by the County Government of Narok and
is domiciled in Kenya.

The history of Narok County Alcoholic Drinks Regulation and Control Act began in 20" July
2016. Its primary function is to initiate a public education and awareness campaign against
alcohol abuse especially among youth in schools and other learning institutions. This was in
response  to a wave of violent student unrest and suspicion of devil worship, part of which
was blamed on drug abuse.

The Narok County Alcoholic Drinks directorate was mandated to coordinate a multi-
sectoral campaign to prevent, control and mitigate the impacts of Alcohol abuse in the
County.

(b) Principal Activities

The specific functions of Narok County alcoholic Drinks as set out in the Narok county
Alcoholic  Drinks Regulation and Control Act on 20th July 2016 are to:

(1)

(1)
(iii)
(iv)

)

(vi)

Carry out public education on alcohol abuse directly and in collaboration with other public
or private bodies and institutions;

Coordinate and facilitate public participation in the control of alcohol abuse;

Coordinate and facilitate inter-agency collaboration and liaison among lead agencies
responsible for alcohol-demand reduction;

In collaboration  with other lead agencies, facilitate and promote the monitoring and
surveillance of Narok County emerging trends and patterns in  the production,
manufacture, sale, consumption, trafficking and promotion of alcohol prone to abuse;

In collaboration  with other lead agencies, provide and facilitate the development and
operation of rehabilitation facilities, programs and standards for persons suffering from
alcohol use disorders;

Subject to any other written law, license and regulate operations of rehabilitation facilities
for persons suffering from alcohol use disorders;

(vii)  Coordinate and facilitate, in  collaboration with other lead agencies and non-State

actors, the formulation of national policies, laws and plans of action on control of alcohol
abuse and facilitate their implementation, enforcement, continuous review, monitoring
and evaluation;

(viii)  Develop and maintain proactive co-operation with regional and, international institutions

in areas relevant to achieving the Narok County Alcoholic Drinks’ objectives;
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(ix)

(x)
(xi)
(xii)

Vision

In collaboration with other public and private agencies, facilitate, conduct, promote and
coordinate research and dissemination of findings on data on alcohol abuse and serve
as the repository of such data;

In collaboration with other lead agencies, prepare, publish and submit an alcohol abuse
control status report bi-annually

Assist and  support Narok County government in developing and  implementing
policies, laws and plans of action on control of alcoholic drinks abuse; and

Carry out such other roles necessary for the implementation of the objects and purpose
of this Act and perform such other functions as may from time to time

A County free from alcohol abuse.

Mission

To lead and coordinate the fight against alcohol abuse through prevention, advocacy, policy
development, research, treatment and rehabilitation programmes, and execution of relevant
statutes in Narok County.

(¢) Key Management

(d)

The Entity’s day-to-day management is under the following key organs:

The Chairperson/Chief officer devolution and public administration;
The Director
Accountant

Administrator

Fiduciary Management

The key management personnel who held office during the financial year ended 301 June 2022

and who had direct fiduciary responsibility were:

CECM Administration, Devolution and Public Service .
Hon. Ezekiel Rono
Management

Chief Officer Devolution and Public administration Linus Nairomo

Director - Liquor Directorate Esther Naisiae Pussy

NS

Accountant - Liquor Directorate Shaai Ledama
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1. County Assembly of Narok;

The Narok County assembly offers overall oversight of all the fiduciary functions of the County
Government of Narok. The County assembly is mandated to represent the public, prepare and pass
legislations that are to ensure that there is satisfactory service delivery by the county executive and
its entities. Further the Narok County Assembly provides oversi ght to ensure that the county executive
and its entities comply with the law and regulations in all its financial and non-financial operations.

2. Audit Committee;

The audit committee is responsible for setting standards that are to be complied with in all financial
transactions. The committee evaluates the risk profile of the fund and prepares risk management
policy and their implementation framework. The committee also reviews internal controls in place
and gives recommendations on how the gaps are to be addressed. Narok County Alcoholic Drinks
Control and Regulation Fund has its functions continuously audited by the County internal audit
function which reports to the said committee above.

v
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(¢) Entity Headquarters

P.O. Box 898
Narok County Government Headquarters
info@narok.go.ke

(f) Entity Contacts

Telephone: (254) 020 268 8929/03
E-mail: info@narok.go.ke
Website: www.narok.go.ke

(2) Entity Bankers

1. KCB Narok Branch
P.0O. Box 406-20500 Narok City/Town
Narok Telephone Number: 050-22576, 020-206251
Email Address:
NAIROBI, KENYA

(h) Independent Auditors
Auditor-General
Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

(i) Principal Legal Adviser
The Attorney General
State Law Office and Department of Justice
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2. The Board Of Directors

Mr. Ezekiel Rono - CEC, Administration,
Coordination of Decentralized Services, Disaster
Management

Mr. Ezekiel Rono was appointed as CEC
Administration, Coordination of decentralized
Services and Disaster Management. He holds a
Bachelor’s degree in education from Kenyatta
University. He also has a Master of Education from
Maasai Mara University.

Esther Naisiae Pussy-Ag. Director Narok County
Alcoholic drinks Control and Regulation Department

She was appointed on 4th February, 2019 as the Ag. Director
Liquor Licensing Committee.

Holder of a Diploma in Education - Humanities. Worked

for the Central Bank of Kenya in Financial Markets as a
Senior Bank Officer. Worked in the Bank for 27 years.

She is the Administrator of the Fund.

Mr. Linus Nairimo. Ag-chief officer Devolution and
Public Administration

Mr Linus Nairimo was appointed as the Ag. Chief
officer -Devolution and Public Administration in May
2022 and is the Chairperson for the Narok County
Alcoholic Drinks Control and Regulation Fund .He hold
a bachelor’s Degree in Political Science and MBA in
Business Management.
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3. Chairman’s Statement

It is my pleasure to present the County Government of Narok Alcoholic Drinks Regulation and
Control Fund financial statements for the year ended 30th June 2022. The financial statements present
the financial performance of the Fund over the past year. The Narok county Alcoholic Drinks
Regulation and Control Act requires the Committee of Directors to ensure that proper books and other
records of accounts of income, expenditure, assets and liabilities of the Directorate are kept. This calls
for preparation of Financial Statements.

The fund generates its revenues from licencing fees levied on authorised alcohol vendors within the
County. The fund derives authority to budget and apply the funds in its operations from the Act that
creates it. The committee is mandated to authorize any expenditure on account of the fund. During
the FY 2019-2020, funds operations were affected immensely due to the Covid-19 pandemic which
required that all liquor vendors and bars to be closed.

During the FY ended 30t June 2022, the Fund raised a total of Ksh.19, 647,000 liquor licence fee
and charges. A total of Ksh.19, 648,920 was spent in various activities of the fund as approved by the

committee.

The Committees mandate is to ensure financial prudence in its role and therefore accepts this
responsibility and therefore has prepared the attached Financial Statements as at 30th June 2022 based
on prudence in judgement in accordance with the International Public Sector Accounting Standards

(IPSAS).

In the opinion of the Committee, nothing has come to the attention that the directorate will not remain
a going concern for at least twelve months from the date of this statement. The directorate’s Act of
2016 provides the strategic direction in the campaign against alcohol drug abuse in Narok County
taking into consideration national government policy provisions, devolved governance structures,
as well as emerging Alcohol consumption trends.

Signed:

Mr. Linus Nairimo
Ag.Chief Officer-Devolution, Committee Chair person
County Government of Narok
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4. Statement of Performance against Predetermined Objectives for FY 2021/22

Introduction

Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each County
Government entity in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Committee includes a statement of the county government entity’s performance
against predetermined objectives.
The key targets and objectives of the Narok County Alcoholic Drinks Regulation and Control Fund
for the period ended 30" June 2022 are as follows;

a) Conduct Public Education and Advocacy through sensitization campaigns

b) Undertake Counselling, Rehabilitation & Reintegration of identified victims

¢) Monitor adherence and Compliance to set Quality Controls and Standards in alcohol use

d) Carry out Research, Policy and Planning programs in furtherance of its mandate

e) Ensure Institutional Strengthening and progress in achieving its mandates

f)  Uphold Leadership and Integrity in discharging its role

Family based

1) Public | n the F/Y

Education | To carry out public 2021/2022 We | preventive

and education and have allocated

Advocacy | awareness targeting | KSh 2M for Community
300 families on public based preventive | Over 260
alcohol abuse directly | participation families

and in collaboration | and advocacy Workplace based | reached and

with other public or preventive sensitised
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private bodies and

committees in
developing and
implementing
policies, systems and

plans of action on

have allocated

KSh.1.3M

the sub-county
committee on
developing
procedures and

systems

institutions
2) C llin | T id In the F/Y
) Counsellin o provide n the Early Counselling
g& counselling and 2021/2022 We | intervention, for | &Treatment
Treatment | treatment services to | have allocated addressing . engagement
substance misuse | and manuals
persons with alcohol KSh.2,000,000 | problems or mild | given to
use disorders and for the dlSOF(.ierS by families.
families and
their families Counselling communities.
and treatment
3) Research To Coordinate and In the F/Y Enforcement and
policy and facilitate inter-agency | 2021/22 We collaboration
planning collaboration a-nd lll(aglf. ?.lgl)\iated with interagency
liaison among lead increased
agencies responsible
for alcohol reduction
4) Complianc | To Coordinate and In the F/Y Enforcement Some
e& facilitate inter-agency | 2021/22 We agencies unauthorised
Quality | collaboration and iisvedilocated, | inchdingpalice, | - oorel
napped
Controls liaison among lead KSh.4.5M County rangers awaiting
agencies responsible and NACADA disposal &
relevant
for alcohol reduction; Team are agencies
working together notified of the
same
to curb the
menace.
T ist and rt | In the F/Y [ d
o0 assist and suppo n the ncrease Drafted
Sub-county 2021/22 we involvements by | regulation to

be presented
to executive
member for

approval

X
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control of alcohol

abuse.

5) Leadership
and

integrity

To provide good

leadership in
Developing and
maintaining proactive
co-operation with
regional and,
international

institutions in areas
relevant to achieving
the Narok County
Alcoholic Drinks’
objectives;

Collaboration of
public and
private agencies
to facilitate,
conduct,
promote and
coordinate
research findings
on data on
Alcohol abuse
and serve as the
repository of
such data to
guide policy and

programmes

Towards
strengthening
the capacity of
the Sub-
County
Committees to
fully take up
the devolved
Function of
liquor
licensing and
drug control in
their
respective
sub-counties,
the Directorate
trained the
committees.
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5. Corporate Governance Statement

Narok County Alcohol Directorate was established on 20" July 2016 and it subjects to and
adheres to all the provisions and requirements of corporate governance.

The Narok County Alcohol Directorate Committee and Management entails rules and practices to
ensure accountability, fairness and transparency in the directorate's relationships with its
stakeholders. Narok County Alcohol Directorate stakeholders include the Devolution and Public
administration, employees, public sector institutions, private sector institutions at the county level
and the public.

This corporate governance framework also consists of explicit and implicit contracts between the
Directorate and stakeholders for distribution of responsibility and rights; procedures for reconciling
conflicting interests of stakeholders in accordance with their duties, privileges and roles; and
procedures for proper supervision, control and information flow to serve as a system of checks and

balances.

To ensure effective implementation, the Narok County Alcohol Directorate Committee has
undergone several trainings on corporate governance which consisted of the following modules:

Overview of Narok County Alcohol Dinks and regulations act of 2016
The Concept & Principles of Corporate Governance

The relationship and Roles of the Committee and Management
Communication and reporting in Committees

Effective Committees and Committee Meetings

Performance Management Framework.

Performance Contracting

Risk Management

Challenges Facing Committees in the county

Ethical Issues facing Committees

Practicum: Code of Conduct Best practices

Action Planning, Evaluation and closure

— T PR e Ae O P

Through this training, the Committee’s capacity was built to ensure that Narok County Alcohol
Directorate operations are geared towards application of principles and practices which are in the
best interest of the population of Narok County. The Committee has also become more proactive in
promoting issues of corporate fairness, transparency and accountability in the internal and external
operations of the Authority. In order to ensure continual advancement towards the goal of an
Alcohol-Free County, training on Corporate Governance has been incorporated as a priority
activity for the Committee in the directorate’s Strategic Plan 2019-22 and Performance Contract for

FY 2019-2020.
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6. Environmental and Sustainability Reporting

The directorate exists to transform lives. This is our purpose; the driving force behind everything we
do. It’s what guides us to deliver our strategy, putting the customer/Citizen first, delivering relevant
goods and services, and improving operational excellence. Below is an outline of the organisation’s

policies and activities that promote sustainability.

i) Sustainability strategy and profile

The top management especially the accounting officer should make reference to sustainable
efforts, broad trends in political and macroeconomic affecting sustainability priorities,
reference to international best practices and key achievements and failure.

ii) Environmental performance

The Narok County Alcohol Directorate  defines the environmental performance as the
integration of social and environmental considerations in how we conduct our programmes
and day-to-day activities. We strive to always take our stakeholders’ interests into account in
our decision making.
iii) Employee welfare
This policy is applicable to all staff and provides them with the principles required to uphold
the CSR policy. This policy applies across all of the Authority’s operations, and is
incorporated into our management, campaign strategy, daily decisions and actions.
iv) Market place practices-
The organisation should outline its efforts to:
a) Responsible competition practice.

Through our commitment, the Narok County Alcohol Directorate  will act with
integrity to improve the quality of life of our employees and the communities we
serve. We will take the steps necessary to have a positive impact on our communities
by actively encouraging our staff to recognize and behave in a responsible manner
by setting of good examples as an important practice.

b) Responsible Supply chain and supplier relations
The Narok County Alcohol Directorate will be responsible for:

* Collaborative engagement with our suppliers, stakeholders, and local communities
in setting priorities and implementing solutions pertaining to alcohol abuse.

* Developing mutually beneficial partnerships with suppliers and the communities

WCE Serve.

Xii
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¢) Responsible marketing and advertisement

Guiding Principles.

e Using its influence to encourage others to limit their negative and enhance their
positive alcohol impacts

e Leveraging its resources, expertise, services and relationships for the benefit of our
staff and the communities it serves.

e Working with its community partners/stakeholders and use its public voice to
advance solutions to alcohol abuse in our communities.

d) Product stewardship

Outline efforts to safeguard consumer rights and interests.

V) Corporate Social Responsibility / Community Engagements

Corporate social responsibility (CSR) refers to a business or organization practice that involves
participating in initiatives that benefit society. As customers’ awareness about global social issues
continues to grow, so does the importance these customers place on CSR when choosing where to

shop or engage.

The Narok County Liquor Directorate Corporate Social Responsibility Vision Statement
"To build strong, resilient and sustainable communities free from alcohol abuse."

The Narok County Alcohol Directorate Corporate Social Responsibility Mission Statement
To lead and coordinate  the fight against alcohol abuse through prevention, advocacy, policy
development, research, treatment and rehabilitation programmes, and execution of relevant statutes

in Narok County.

The Narok County Alcohol Directorate Policy Statement

Policy Objective- The CSR policy objective sets out the philosophy and guiding principles for the
Narok County Alcohol Directorate's activities and programmes.

CSR Definition- the Narok County Alcohol Directorate defines CSR as the integration of social and
environmental considerations in how we conduct our programmes and day-to-day activities. We
strive to always take our stakeholders’ interests into account in our decision making.

Audience and scope- This policy is applicable to all staff and provides them with the principles
required to uphold the CSR policy. This policy applies across all of the Authority’s operations, and

is incorporated into our management, campaign strategy, daily decisions and actions.

Xiil
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s Report of the Directors
The Directors submit their report together with the audited financial statements for the year ended

June 30, 2022, which show the state of the Entity’s affairs.

i) Principal activities

The principal activities of the Entity are campaign against Alcohol abuse.

ii)  Results
The results of the Entity for the year ended June 30, 2022, are set out on page

iii)  Directors
The members of the Board of Directors who served during the year are shown on page xxx. During

the year xxx director retired/ resigned and xxx was appointed with effect from xxx date.

iv)  Surplus remission
In accordance with Regulation 219 (2) of the Public Financial Management (National Government)
Regulations, regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus

funds reported in the audited financial statements after the end of each financial year.

v)  Auditors

The Auditor-General is responsible for the statutory audit of Narok County Alcoholic Drinks Control
and Regulation Fund the in accordance with Article 229 of the Constitution of Kenya and the Public
Audit Act 2015.

oooooooooooooooooooooooooooo

S s

Director-Narok county alcoholic Drinks Control &

Regulation fund

X1V
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8. Statement of Directors Responsibilities

Section 81 of the Public Finance Management Act, 2012 and Narok county Alcoholic Drinks
Regulation and Control Act of 20th July 2016 require the Directors to prepare financial statements in
respect of the fund, which give a true and fair view of the state of affairs of the fund at the end of the
financial year/period and the operating results of the fund for that year/period. The Directors are also
required to ensure that the fund keeps proper accounting records which disclose with reasonable
accuracy the financial position of the fund. The Directors are also responsible for safeguarding the
assets of the fund.

The Directors are responsible for the preparation and presentation of the funds financial statements,
which give a true and fair view of the state of affairs of the fund for and as at the end of the financial
year (period) ended on June 30, 2022. This responsibility includes: (i)Maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii)Maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the Entity; (iii)Designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of the financial statements, and ensuring that
they are free from material misstatements, whether due to error or fraud; (iv)Safeguarding the assets
of the Entity; (v)Selecting and applying appropriate accounting policies; and (vi)Making accounting
estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Funds financial statements, which have been prepared using
appropriate accounting policies supported by reasonable and prudent judgements and estimates, in
conformity with International Public Sector Accounting Standards (IPSAS), and in the manner required
by the PFM Act, 2012 and Narok county Alcoholic Drinks Regulation and Control Act of 20th July
2016. The Directors are of the opinion that the Entity’s financial statements give a true and fair view of
the state of Entity’s transactions during the financial year ended June 30, 2022, and of the Entity’s
financial position as at that date.

The Directors further confirms the completeness of the accounting records maintained for the Entity,
which have been relied upon in the preparation of the Entity’s financial statements as well as the
adequacy of the systems of internal financial control.

Nothing has come to the attention of the Directors to indicate that the Entity will not remain a going

concern for at least the next twelve months from the date of this statement
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Approval of the financial statements

The Narok County Alcoholic Drinks Regulation and Control Fund Financial statements were approved 'I
by the Board on 2022 and signed on its behalf by:

NameLM\u\\,IQCI\«\MD .......... Name&mm o pass

Chairperson of the Committee Accounting Officer
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REPORT OF THE AUDITOR-GENERAL ON NAROK COUNTY ALCOHOLIC DRINKS
REGULATION AND CONTROL FUND FOR THE YEAR ENDED 30 JUNE, 2022

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

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

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

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

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

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

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Narok County Alcoholic Drinks
Regulation and Control Fund set out on pages 1 to 27, which comprises the statement of
financial position as at 30 June, 2022 and the statement of financial performance, the
statement of changes in net assets, statement of cash flows and statement of comparison
of budget and actual amounts for the year then ended, and a summary of significant

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



accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. |
have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Narok County Alcoholic Drinks Regulation and
Control Fund as at 30 June, 2022 and of its financial performance and its cash flows for
the year then ended, in accordance with International Public Sector Accounting Standards
(Accrual Basis) and comply with Public Finance Management Act, 2012 and Narok
County Alcoholic Drinks (Regulation and Control) Act, 2016.

Basis for Qualified Opinion
Unsupported Fund Administration Expenditure

The statement of financial performance reflects use of goods and services expenditure of
Kshs.19,649,640. Of the amount, Kshs.8,928,000 was not supported by way of relevant
information and documentation as detailed below:

Amount

Particulars (Kshs.) | Missing Information

Public Participation 1,610,450 | A breakdown of the expenses incurred on
specific dates during the public participation.

Enforcement 4,029,110 | A sub schedule of the dates and list of the
multi-agency officers paid during the exercise.

Treatment and Counselling 1,500,000 | A listing showing the dates and persons paid the
allowances.

Utilities Supplies and 229,900 | List of persons paid, invoice numbers, services

Services rendered and amount paid.

Vetting Allowances 1,558,540 | List of businesses vetted, minutes and names of
persons paid.

Total 8,928,000

In the circumstances, the accuracy, occurrence and propriety of the use of goods and
services balance of Kshs.8,928,000 for the year ended 30 June, 2022 could not be
confirmed.

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

Key Audit Matters

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

Report of the Auditor-General on Narok County Alcoholic Drinks Regulation and Control Fund for the year ended
30 June, 2022
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

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

Responsibilities of Management and those Charged with Governance

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

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

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

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

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

Auditor-General’s Responsibilities for the Audit

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

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

Further, in planning and performing the audit of the financial statements and audit of
compliance, | consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the ISSAIs. 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 nhon-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
Fund'’s policies and procedures may deteriorate.
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As part of an audit conducted in accordance with ISSAls, | exercise professional
judgement and maintain professional skepticism throughout the audit. | also:

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

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 applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund'’s
ability to continue to sustain its services. If | conclude that a material uncertainty exists,
| am required to draw attention in the auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My
conclusions are based on the audit evidence obtained up to the date of my audit
report. However, future events or conditions may cause the Fund to cease to 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 Fund to express an opinion on the financial statements.

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

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

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

CPA BS
AUDITOR-GENERAL

Nairobi

31 March, 2023
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NAROK COUNTY ALCOHOLIC DRINKS REGULATION AND CONTROL FUND
Annual Report and Financial Statements
for the year ended June 30, 2022.

1. Statement of Financial Performance for the year ended 30 June 2022

Revenue from non-exchange transactions

Licenses and permits 6 19,310,000 | 18,068,012
Total revenue 19,310,000 | 18,068,012
Expenses

Use of goods and services 7 19,649,640 | 18,384,672
Operational costs 7,719 23,941
Total expenses 18,408,613
Surplus/(deficit) for the period/year (347,359) (340,613)

The notes set out on pages 6 to 27 form an integral part of these Financial Statements.

The Financial Statements set out on pages 1 to 4 were signed on behalf of the Board of Directors

by:

- = A R ATy o
{ s el B0 ¢ 1 -
B TN B S W

‘h “l Lt X !T ()’ = ,;-,";;_// (
" \ / DIRECT n\’!(;/) 4 C.'/ A e A
/Accounting Officer Accountant ~ Chairman of the Committce
Sl o8 ey
S // Name: R4 o Names 00—

oy g a. 20500 Y“:«;/ 4
\\\ ~‘-._£9—: ,,.a"

i ——

Date: Date



NAROK COUNTY ALCOHOLIC DRINKS REGULATION AND CONTROL FUND .
Annual Report and Financial Statements
for the year ended June 30, 2022.

Statement of Financial Position as at 30 June 2022

Assets
Current Assets |
Cash and Cash equivalents 9(a) 4,283 351,642

|
Total Assets 4,283 351,642

|
Liabilities L
Net Assets 4,283 351,642 |

The financial statements set out on pages 1 to 4 were signed on behalf of the Board of Directors

by:
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NAROK COUNTY ALCOHOLIC DRINKS REGULATION AND CONTROL FUND
Annual Report and Financial Statements
for the year ended June 30, 2022.

15 Statement of Changes in Net Assets for the year ended 30 June 2022

D Aafainor
retamed

EArnings

Kshs ‘ Kshs
As at July 1, 2020 692,243 692,243
Surplus/ deficit for the year (340,601) (340,601)
As at June 30, 2021 351,642 351,642
As at July 1, 2021 351,642 351,642
Surplus/ deficit for the year (347,359) 4,283
As at June 30, 2022 4,283 4,283

1. For items that are not common in the financial statements, the Entity should include a note on what they relate to
_ either on the face of the statement of changes in equity/net assets or among the notes to the financial statements.

2. Prior year adjustment should have an elaborate note describing what the amounts relate to. In such instances a

restatement of the opening balances needs to be done.



NAROK COUNTY ALCOHOLIC DRINKS REGULATION AND CONTROL FUND
Annual Report and Financial Statements
for the year ended June 30, 2022.

16. Statement of Cash Flows for the year ended 30 June 2022

2020-2021

(ASI1S

Cash flows from operating activities

Receipts

Licenses and permits 6 19,310,000 18,068,012
Total receipts 19,310,000 18,068,012
Payments

Use of goods and services 19,649,640 18,384,572
Operational cost 7,719 23,941
Total payments 19,657,359 14,840,051
Net cash flows from/(used in) operating activities (347,359) (340,601)

Cash flows from investing activities
Cash and cash equivalents at 1 July 9 4,283 351,642
Cash and cash equivalents at 30 June 9 4,283 351,642

(IPSAS 2 allows an Entity to present the cash flow statement using the direct or indirect method but encourages

the direct method. Entities should use the direct method of cash flow preparation as shown above)

The financial statements set out on pages 1 to 4 were signed on behalf of the Board of Directors by:
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NAROK COUNTY ALEOHOLIC DRINKS REGULATION AND CONTROL FUND
Annual Report and Financial Statements
for the year ended June 30, 2022.

17. Statement of Comparison of Budget and Actual amounts for the year ended 30 June 2022

s
A b C=(a+b) D e=c-d) | 1‘;’;
Revenue
Licenses and Permits 20,000,000 353,000 | 20,000,000 19,310,000 690,000 | 98.2%
Total Income 20,000,000 353,000 | 20,000,000 | 19,310,000 690,000 | 98.2%
Expenses
Use of Goods and Services 20,000,000 | 20,000,000| 19:649.640 350,000 | 99.9%
Total Expenditure 20,000,000 353,000 | 20,000,000 | 19649640 350,000 | 99.9%

Budget notes

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

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

causes. (IPSAS 24.29)

3 Where the total of actual on comparable basis does not tie to the statement of financial performance totals due to differences in

accounting basis

(budget is cash basis, statement of financial performance is accrual) provide a reconciliation.
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18. Notes to the Financial Statements

1. General Information

Narok county alcoholic Drinks Control and regulation is established by and derives its
authority and accountability from 2016 Act. The Entity is wholly owned by the County

Government of Narok and is domiciled in Kenya. The Entity’s principal activity is xxx

2. Statement of Compliance and Basis of Preparation
The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present
value. The preparation of financial statements in conformity with International Public
Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. It
also requires management to exercise Judgement in the process of applying the Entity’s
accounting policies. The areas involving a higher degree of judgement or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed
in Note 5 of these financial statements.

The financial statements have been prepared and presented in Kenya Shillings, which is
the functional and reporting currency of the Entity.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act (include any other applicable legislation), and International Public
Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.
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Notes to the Financial Statements (Continued)

3. Adoption of New and Revised Standards

i New and amended standards and interpretations in issue effective in the year ended

30 June 2022.

IPSASB deferred the application date of standards from 1t January 2022 owing to

Covid 19. This was done to provide entities with time to effectively apply the standards.

The deferral was set for 1% January 2023.

i New and amended standards and interpretations in issue but not yet effective in the

year ended 30 June 2022.

IPSAS 41:
Financial

Instruments

late and impact:
Applicable: 1%t January 2023:
The objective of IPSAS 41 is to establish principles for the financial
reporting of financial assets and liabilities that will present relevant and
useful information to users of financial statements for their assessment of
the amounts, timing and uncertainty of an Entity’s future cash flows.
[PSAS 41 provides users of financial statements with more useful

information than IPSAS 29, by:

« Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset’s

cash flows and the objective for which the asset is held;

« Applying a single forward-looking expected credit loss model

that is applicable to all financial instruments subject to impairment

testing; and

« Applying an improved hedge accounting model that broadens
the hedging arrangements in scope of the guidance. The model
develops a strong link between an Entity’s risk management
strategies and the accounting treatment for instruments held as
part of the risk management strategy.

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

Tt

Eit ate and impact

IPSAS 42:
Social

Benefits

Applicable: 1 January 2023

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a reporting
Entity provides in its financial statements about social benefits. The
information provided should help users of the financial statements and
general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Entity.

(b) The key features of the operation of those social benefit schemes; and
(c) The impact of such social benefits provided on the Entity’s financial
performance, financial position and cash flows.

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

Amendments
to Other
IPSAS

resulting from

Applicable: 1st January 2023:
a) Amendments to IPSAS 5, to update the guidance related to the
components of borrowing costs which were inadvertently omitted

when IPSAS 41 was issued.

IPSAS 41, b) Amendments to IPSAS 30, regarding illustrative examples on
Financial hedging and credit risk which were inadvertently omitted when
Instruments IPSAS 41 was issued.
¢) Amendments to IPSAS 30, to update the guidance for
accounting for financial guarantee contracts which were
inadvertently omitted when IPSAS 41 was issued.
Amendments to IPSAS 33, to update the guidance on classifying financial
instruments on initial adoption of accrual basis IPSAS which were
inadvertently omitted when IPSAS 41 was issued.
(State the impact of the standard to the Entity if relevant)
Other Applicable I January 2023
improvements | ¢ [PSAS 22 Disclosure of Financial Information about the General
to IPSAS Government Sector.

Amendments to refer to the latest System of National Accounts (SNA
2008).
* [PSAS 39: Employee Benefits
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standard Effective date and impact:

‘Now deletes the term composite social seurity benefits as it is no longe
defined in IPSAS.

e IPSAS 29: Financial instruments: Recognition and Measurement
Standard no longer included in the 2021 IPSAS handbook as it is now
superseded by IPSAS 41 which is applicable from 1% January 2023.
State the impact of the standard to the Entity if relevant

IPSAS 43 Applicable I¥ January 2025

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

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

State the impact of the standard to the Entity if relevant

IPSAS 44: Applicable I January 2025

Non- Current | The Standard requires,

Assets Held Assets that meet the criteria to be classified as held for sale to be measured
for Sale and at the lower of carrying amount and fair value less costs to sell and the
Discontinued | depreciation of such assets to cease and:

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

financial performance.

State the impact of the standard to the Entity if relevant

iii.  Early adoption of standards
The Entity did not early — adopt any new or amended standards in year 2021/2022.
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4. Summary of Significant Accounting Policies
a) Revenue recognition
i) Revenue from non-exchange transactions

Fees, taxes and fines

The Entity recognizes revenues from fees, taxes and fines when the event occurs and
the asset recognition criteria 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 potential associated with the
asset will flow to the Entity and the fair value of the asset can be measured reliably.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are
measured at fair value and recognized on obtaining control of the asset (cash, goods,
services and property) if the transfer is free from conditions and it is probable that the
economic benefits or service potential related to the asset will flow to the Entity and
can be measured reliably. Recurrent grants are recognized in the statement of
comprehensive income. Development/capital grants are recognized in the statement
of financial position and realised in the statement of comprehensive income over the
useful life of the assets that has been acquired using such funds.
ii) Revenue from exchange transactions

Rendering of services

The Entity 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 to labour hours incurred to date as a
percentage of total estimated labour hours.

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

to the extent that the expenses incurred are recoverable.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Sale of goods
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 measured reliably, and it is probable that the economic

benefits or service potential associated with the transaction will flow to the Entity.

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that
asset’s net carrying amount. The method applies this yield to the principal outstanding to
determine interest income each period.
Dividends
Dividends or similar distributions must be recognized when the shareholder’s or the
Entity’s right to receive payments is established.
Rental income
Rental income arising from operating leases on investment properties is accounted for
on a straight-line basis over the lease terms and included in revenue.
b) Budget information
The original budget for FY 2021-2022 was approved by the Committee and no
additional appropriations were made to the approved budget in accordance with
specific approvals from the appropriate authorities. The additional appropriations are
added to the original budget by the Entity upon receiving the respective approvals in
order to conclude the final budget. Accordingly, the Entity did recorded additional
appropriations of the 2021-2022 budget following the governing body’s approval.

11
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Budget information (continued)

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

[n addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial

performance has been presented under section xxx of these financial statements.

¢) Taxes

Current income tax

Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted, at the reporting
date in the area where the Entity operates and generates taxable income. Current income tax
relating to items recognized directly in net assets is recognized in net assets and not in the
statement of financial performance. Management periodically evaluates positions taken in the
tax returns with respect to situations in which applicable tax regulations are subject to

interpretation and establishes provisions where appropriate.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

Deferred tax

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect
of taxable temporary differences associated with investments in controlled entities, associates
and interests in joint ventures, when the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses. Deferred tax assets are recognized to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and unused tax losses can be utilized,
except in respect of deductible temporary differences associated with investments in controlled
entities, associates and interests in joint ventures, deferred tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are re-
assessed at each reporting date and are recognized to the extent that it has become probable
that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus
or deficit. Deferred tax items are recognized in correlation to the underlying transaction in net
assets. Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right
exists to set off current tax assets against current income tax liabilities and the deferred taxes

relate to the same taxable Entity and the same taxation authority.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

d)

Sales tax

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

i) 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

ii) 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.

Investment property

Investment properties are measured initially at cost, including transaction costs. The

carrying amount includes the replacement cost of components of an existing investment

property at the time that cost is incurred if the recognition criteria are met and excludes the
costs of day-to-day maintenance of an investment property. Investment property acquired
through a non-exchange transaction is measured at its fair value at the date of acquisition.

Subsequent to initial recognition, investment properties are measured using the cost model

and are depreciated over an xx-year period. Investment properties are derecognized either

when they have been disposed of or when the investment property is permanently
withdrawn from use and no future economic benefit or service potential is expected from
its disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the surplus or deficit in the period of de-recognition. Transfers

are made to or from investment property only when there is a change in use.

e) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition
of the items. When significant parts of property, plant and equipment are required to be
replaced at intervals, the Entity recognizes such parts as individual assets with specific
useful lives and depreciates them accordingly. Likewise, when a major inspection is
performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs

are recognized in surplus or deficit as incurred. Where an asset is acquired in a non-
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exchange transaction for nil or nominal consideration the asset is initially measured at its

fair value.

Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)

f) Leases
Finance leases are leases that transfer substantially all of the risks and benefits incidental to
ownership of the leased item to the Entity. Assets held under a finance lease are capitalized at
the commencement of the lease at the fair value of the leased property or, if lower, at the present
value of the future minimum lease payments. The Entity also recognizes the associated lease
liability at the inception of the lease. The liability recognized is measured as the present value
of the future minimum lease payments at initial recognition. Subsequent to initial recognition,
lease payments are apportioned between finance charges and reduction of the lease liability so
as to achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognized as finance costs in surplus or deficit. An asset held under a finance lease
is depreciated over the useful life of the asset. However, if there is no reasonable certainty that
the Entity will obtain ownership of the asset by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term.
Operating leases are leases that do not transfer substantially all the risks and benefits incidental
to ownership of the leased item to the Entity. Operating lease payments are recognized as an
operating expense in surplus or deficit on a straight-line basis over the lease term.

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

The useful life of the intangible assets is assessed as either finite or indefinite.
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Notes to the Financial Statements (Continued)

Summary of Significant Accounting Policies (Continued)
h) Research and development costs

The Entity expenses research costs as incurred. Development costs on an individual project are
recognized as intangible assets when the Entity can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be

available for use or sale

ii)  Its intention to complete and its ability to use or sell the asset

iii) How the asset will generate future economic benefits or service potential

iv)  The availability of resources to complete the asset

v)  The ability to measure reliably the expenditure during development.
Following initial recognition of an asset, the asset is carried at cost less any accumulated
amortization and accumulated impairment losses. Amortization of the asset begins when
development is complete, and the asset is available for use. It 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 recognized immediately in surplus or deficit.
i) Financial instruments

a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit, loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The Entity determines the classification of its financial assets at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such financial assets are
subsequently measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effective interest rate. Losses arising from

impairment are recognized in the surplus or deficit.
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Summary of Significant Accounting Policies (Continued)

Held-to-maturity.

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classified as held to maturity when the Entity has the positive intention and ability to hold it to
maturity. After initial measurement, held-to-maturity investments are measured at amortized
cost using the effective interest method, less impairment. Amortized cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The losses arising from impairment are recognized in surplus or
deficit.

Impairment of financial assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or an Entity of financial assets is impaired. A financial asset or an Entity of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a
result of one or more events that has occurred after the initial recognition of the asset (an
incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of
the financial asset or the Entity of financial assets that can be reliably estimated. Evidence of

impairment may include the following indicators:

i) The debtors or an Entity of debtors are experiencing significant financial difficulty.
ii) Default or delinquency in interest or principal payments

iii) The probability that debtors will enter bankruptcy or other financial reorganization.
iv) Observable data indicates a measurable decrease in estimated future cash flows (e.g.,

changes in arrears or economic conditions that correlate with defaults)

b) Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Entity determines
the classification of its financial liabilities at initial recognition., All financial liabilities are
recognized initially at fair value and, in the case of loans and borrowings, plus directly

attributable transaction costs.
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Summary of Significant Accounting Policies (Continued)

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) Inventories

[nventory is measured at cost upon initial recognition. To the extent that inventory was received
through non-exchange transactions (for no cost or for a nominal cost), the cost of the inventory
is its fair value at the date of acquisition. Costs incurred in bringing each product to its present
location and conditions are accounted for, as follows:

i) Raw materials: purchase cost using the weighted average cost method.

i) Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity but excluding
borrowing costs.

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

utilization or consumption in the ordinary course of operations of the Entity.

k) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
or service potential will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation. Where the Entity expects some or all of a provision to be
reimbursed, for example, under an insurance contract, the reimbursement is recognized as a
separate asset only when the reimbursement is virtually certain. The expense relating to any

provision is presented in the statement of financial performance net of any reimbursement.
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Summary of Significant Accounting Policies (Continued)

1) Contingent liabilities

The Entity does not recognize a contingent liability but discloses details of any contingencies
in the notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote.

m) Contingent assets

The Entity does not recognize a contingent asset but discloses details of a possible asset whose
existence is contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Entity in the notes to the financial statements.
Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset’s value can be measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in
which the change occurs.

n) Nature and purpose of reserves

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

0) Changes in accounting policies and estimates

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

impractical.
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Summary of Significant Accounting Policies (Continued)
p) Employee benefits

Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an Entity pays fixed contributions into a
separate Entity (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods. The contributions to fund obligations for the
payment of retirement benefits are charged against income in the year in which they become
payable. Defined benefit plans are post-employment benefit plans other than defined-
contribution plans. The defined benefit funds are actuarially valued tri-annually on the
projected unit credit method basis. Deficits identified are recovered through lump sum
payments or increased future contributions on proportional basis to all participating employers.
The contributions and lump sum payments reduce the post-employment benefit obligation.

q) Foreign currency transactions

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

r) Borrowing costs

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

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

performance.
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Summary of Significant Accounting Policies (Continued)

s) Related parties

The Entity regards a related party as a person or an Entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.
Members of key management are regarded as related parties and comprise the directors, the
CEO and senior managers. (Entity to amend accordingly)

t) Service concession arrangements

The Entity analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. In particular,
where a private party contributes an asset to the arrangement, the Entity recognizes that asset
when, and only when, it controls or regulates the services the operator must provide together
with the asset, to whom it must provide them, and at what price.

In the case of assets other than *whole-of-life” assets, it controls, through ownership, beneficial
entitlement or otherwise — any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an
asset has been recognized, the Entity also recognizes a corresponding liability, adjusted by a
cash consideration paid or received.

u) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
various commercial banks at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances to

authorised public officers and/or institutions which were not surrendered or accounted for at

the end of the financial year.
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v) Comparative figures
Where necessary comparative figures for the previous financial year have been amended
or reconfigured to conform to the required changes in presentation.
w) Subsequent events
There have been no events subsequent to the financial year end with a significant impact
on the financial statements for the year ended June 30, 2022.
S. Significant Judgments and Sources of Estimation Uncertainty
The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in future periods. State all judgements, estimates and assumptions made:
Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control

of the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140
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Notes to the Financial Statements (Continued)
Significant Judgments and Sources of Estimation Uncertainty (Continued)
Useful lives and residual value
The useful lives and residual values of assets are assessed using the following indicators to inform
potential future use and value from disposal:

a) The condition of the asset based on the assessment of experts employed by the Entity.

b) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes.

¢) The nature of the processes in which the asset is deployed.

d) Availability of funding to replace the asset.

e) Changes in the market in relation to the asset
Provisions
Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note 40.
Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date, and are discounted to present value where the effect is material.
(include provisions applicable for your organisation e.g. provision for bad debts, provisions of

obsolete stocks and how management estimates these provisions).
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6 Licenses, Fees and Permits

Licenses —Liquor License

19,310,000

18,068,012

Total

19,310,000

18,068,012

(Provide brief explanation for this revenue)
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7. Use of Goods and Services

Description

5,597,030

Domestic travel and subsistence 5,658,750
Inspection Allowances 977,660 278,900
Vetting Allowances 1,558,540 1,273,450
Senzitization/Media expenses 2,400,000 0
Research/Baseline Survey 0 2,871,130
Public participation and advocacy 1,610,450 2,657,500
Enforcement 4,029,110 1,799,012
eR:lilitI;nmeer;aintenance — vehicles and other transport 296,600 120,000
Treatment and counselling 1,500,000 1,445,000
Utilities, supplies and services 229,900 155,930
Office operation Expenses 1,450,350 2,125,000
Totals 19,649,640 18,384,672

*Travel, accommodation, subsistence and other allowances- Where this cost has been

budgeted under employee costs, please report it under note
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8. Operational Costs

Description 2021-2022 2020-2021

Kehe
SIS

Bank charges ' 7,719 23,941

Total Operational costs 7,719 23,941
*Borrowing costs that relate to interest expense on acquisition of non- current assets and do

not qualify for Capitalisation as per IPSAS 5: on borrowing costs should be included under this

note.)

9. (a)Cash and Cash Equivalents

Current Account 4,283 351,642
Total Cash And Cash Equivalents 4,283 351,642
(The amount should agree with the closing and opening balances as included in the statement

of cash flows)
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9 (b) Detailed Analysis of the Cash and Cash Equivalents

a) Current Account
Kenya Commercial Bank 1256511951 351,642
Narok county alcoholic 4,283
Drinks Reg.fund A/c
Total 4,283 351,642
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