
i

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En hanc i ng Accounta b i I i ty

REPORT

OF

THE AUDITOR-GENERAL

ON

MANAGEMENT AND SUPERVISION
FUND

FORTHE YEARENDED
30 JUNE,,2020



a

a

MINISTRY OF AGRICULTURE, LIVESTOCK, FISHERIES
AND CO.OPERATIVES

STATE DEPARTMENT FOR CO.OPERATIVES

MANAGEMENT AND SUPERVISION FUND

ANNUAL REPORT AND FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED
JUNE 30,2O2O

Prepared in accordance with the Accrual Basis of Accounting Method under the lnternational
Public Sector Accounting Standards (IPSAS)



Management and supervision Fund
Annual Report and Financial Statements
For the year ended June 30, 2020 t

TABLE OF CONTENTS Error! Bookmark not defined.

I. KEY ENTITY INFORMATION AND MANAGEMENT ...3

2, BACKGROLTND INFORMATION 5

3. FUND CHAIRPERSON'S REPORT. Error! Bookmark not defined.

4. REPORT OF THE FUND ADMINISTRATOR. Error! Bookmark not defined.

5. CORPORATE GOVERNANCE STATEMENT...

6. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

9

7 . REPORT OF THE INDEPENDENT AUDITOR ... ... ... I O

8. FINANCIAL STATEMENTS. I I

8.I. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30th

JUNE 2O2O .ll

8.2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2O .,., .12

8.3. STATEMENT OF CHANGES IN NET ASSETS AS AT 30 JLINE 2020,....,.,.,,13

8.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2O ,,14

8.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOTINTS

FOR THE PERIOD ENDED 3OIh JUNE 2O2O

a

9.

10

11

.. l5

..16

l8

.21

SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES

NOTES TO THE FINANCIAL STATEMENTS.

PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

2lP age



Management and supervision Fund
Annual Report and Financial Statements
For the year ended June 30,2020

a 1. KEY ENTITY INFORMATION AND MANAGEMENT

The Management & Supervision Fund was established Under Cooperative Societies Rule No.
18 and 19. The Fund is managed by the department for Cooperatives as authorized by the

Cooperatives Societies Act 2004 and the Cooperative Societies Rules.

Principal Activities

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

registration of auditors.

Vision

"The fund of choice for the promotion of accountability and audit in cooperatives societies.

Mission

To mobilize funds from cooperative societies and other sector players and utilize the same

towards the attainment of a globally competitive and sustainable co-operative sector.

Core Values

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

a) Key Management

b) Registered Offices

P.O. Box 30547-00100
NSSF Building
Bishop Road
Nairobi, Kenya.

c) Fund Contacts

Telephone: (254) 020-27 3 53 | -9
E-mail : ps.ushirika@gmail.com
Website: www.go.ke

d) Fund Bankers
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Ref Name Position
I Ali Noor Ismail, CBS Accounting Officer
2 Geofrey Niangombe Ae Commissioner for Cooperatives(HOD)

3 Javel Murira Ag Director Cooperative Audi(AIE
Holder)

4 Peter Mokobo Deputy Accountant General
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Central of Kenya
Haile Solassie Avenue
P.o. Bo[ ooboo
City Sqrpare 00200
NairobilKerlya.

e) IndfnendentAuditors

AuditoriGeneral
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Bo[< 30p84
GOP 00100
Nairobi]Kenya

0 Pri{cipat Legal Adviser

The General
State Office

Avenue
P.O. 401t2
City Sqfare 00200
NairobilKenya.
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2. BACKGROUND INFORMATIONCooperatives Societies Act 2004 and the

Cooperative Societies Rules 18;

(l) There is hereby established a fund to be known as the Management and Supervision Fund

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

it annually an audit and supervision fee.

(2) The Commissioner shall administer the Fund and the balance of the Fund shall be kept with

the accounting officer who shall be authorized to accept receipts and to make payments in

accordance with the provisions of these Rules: Provided that the accounting officer shall not

make any payment from the Fund unless he holds a cash balance on behalf of the Fund

sufficient to cover the payment.

(3) The receipts to the fund shall consist of-

(a) Fees under sub-rule (l) as fixed by the Commissioner for the better carrying out of

the provisions and purposes of section 25 of the Act;

(b) ten per centum of the audit fees paid by the society to the auditor in respect of the

annual accounts in question; and (c) fees paid under rules 16 and 17 (2).

(4) Expenditure charged to the Fund may include expenditure for-

(a) Purchases of specialized stationery, office machinery and equipment for use by the

Commissioner in the administration of co-operative societies and the Fund;

(b) Repairs of office machinery and equipment purchased from the management fund;

(c) temporary extra clerical assistance, authorized by the Commissioner as necessary

from time to time in connection with the audit and supervision of co-operative societies;

(d) Payment of professional audit fees which shall be subsequently recovered wholly

or in pan from co-operative societies concerned;

(e) liquidation expenses including legal fees and costs where no money- are available

to the liquidator and where in the opinion of the Commissioner such expenditure should

be incurred for the proper carrying out of the liquidation; and

(0 Any other expenditure approved by the Treasury including the investment of funds

surplus to requirements.

Accounts of the Fund 19;

(1) Fifty per cent of the annual receipts received by the Fund shall be payable half yearly to

the Government as appropriations-in-aid.

(2) All expenditure from the Fund shall be supported by vouchers and authorized by

the Commissioner in the same manner as for other Govemment expenditure.
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(3) The Fund shall be audited annually by the Controller and Auditor General
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3. FUND CHAIRPERSON'S REPORT

lt is my pleasure to present, the Managen:ent and supervision tund tinancial statements for the

year ended 30'h June, 2020. The financial stalemcnt.q present the tinancial performance 0f thc
fund over thc past year.

Sustrinability

The fund and its stakeholders are incrcasingly emphasizing on thc nccd to ensure sustainability tbr
both its investments and its resourcc mobilization and financing capabilities with an objective of
ensuring that thu fund's going concern is securcd,

Thc fund has conducted a basic assessment of available options for feasihle financing tools that

would assurc thc fund of its long tcrm sustainability. The fund has revicwcd its currcnt rcsourcc

mobilization strategies and proposed fcasible sustainability financing options.

Apprecirtion

Itake this opportunity to express nry sincere gratitude and uppreciation t0 the state departmcnt for
co+peratives, Cooperative auditors, and other stakcholders, for their continucd support which

made us achieve thcse rezults,

I look fonpard to your continued support in thc years to come.

Signcd:

Ali ltloor

Prlnclpal rv

cBs

TlPage
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4. REPORT OF THE FUND ADMINISTRATOR

Revier of performance
Incorne

The funcl carncd rcvcnucs anrounting to KShs.l2-4 \I ftonr audit supen'ision l'ees

Expenditures
The total e xpcnditurcs drring the period sntounted to KShs.lt.6IU out of which w*c gcneral
cxpenses and AIA transltrs.

Entity'r comptiance wlth $trtutory requircmentt

During the rcporting pcriod the fund has cumplicd with all smtutory raluirernenrs. The instituriorr
has no non-compliancc that may cxposc it to prrtcntial contingent Iiabiliry.

Hc.'" projectr and inr'ettment declslons the ontity is plrnntng/lmplementing

l'hcrc is no any key prgcct or invcstrnent thc fund rs planning to irnplement.

lllrjor riskr frdng the entity

'l'he luntl are exposed to liqurdity risk ,The fund or,erall risk management trarnework focu-,tcs on
unpredictability of changes in thc business ent'iroruncnt and sccks to rninimize the potcntial
adverse cffcct of such risk on its Jrertbrrnancc by setting acccptable lcvcls of risk,

l\I eterir I r rresrx i n .rtrtu tor.v/fi nrnci rl obllga tlonr

During the reponing period the Fund has no nraterial arrears anrl any financial obligations

The entitv's financisl probitv and serious governoocc lssues

During the reporting pcriod thc fund has no case of financial irnprobitl'reponed and no govcrnancc
issues rvere raiscd-

Concluslon 
.

GoodproBre$s tr'as madc in thc Iinancial Year aud llte momcntum has bccn crcated to enable
Managcment and supen'ision P-und contirruc on il trajeL-tory into pnrsperrty. Wc have identified
gnps and arca$ to improve on in the subscqucnt -vears.
I take this opportunity to thank sll stalT rvho we havc r*nrked hand in hand to ensure thot
Martagerncnt and supen'ision l.und achir,'vcs its mi.ssion.

Signcd:

Geolfrcy l$frngo
Ag. Cornmisslomcr Ilevelopmcnl.

SlPage
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5, CORPORATE GOVERNANCE STATEMENT

STATEMENT OF COMPLIANCE

The fund has throughout the FY201912020 complied with all statutory and regulatory

requirements and that the fund has been managed in accordance with the principles of good

corporate governance.

INTERNAL CONTROL AND RISK MANAGEMENT

Internal Control
The management are responsible for reviewing the effectiveness of the fund's system of
internal control which is designed to provide reasonable, but not absolute, assurance regarding

the safeguarding of assets against unauthorized use or disposition and the maintenance of
proper accounting records and the reliability of financial information used within the business

or for publication. These controls are designed to manage rather than eliminate the risk of
failure to achieve business objectives due to circumstances which may reasonably be foreseen

and can only provide reasonable and not absolute assurance against material misstatement or
loss.

Organization Structure
A clear organizational structure exists, detailing lines of authority and control responsibilities.

The professionalism and competence of staff is maintained both through rigorous recruitment
policies and a performance appraisal system which establishes targets, reinforces

accountability and awareness of controls, and identifies appropriate training requirements.

Training plans are prepared and implemented to ensure that staff develop and maintain the

required skills to fulfil their responsibilities, and that the fund can meet its future management

requirements.

Strategic Plan
The business of the fund is determined by the strategic plan. The strategic plan sets out the

objectives of the fund, and the annual targets to be met to attain those objectives. The strategic
plan is evaluated annually to assess the achievement of those objectives. The board on an

annual basis approves the work plan supported by the financial plan for the year. Progress

against the plan is monitored on a quarterly basis.

Internal Control Framework
The fund continues to review its internal control framework to ensure it maintains a strong and

effective internal control environment. Business processes and controls are reviewed on an

ongoing basis.

Management Team
The management team headed by the Fund Administrator implements the board decisions and

policies through action plans. The team meets regularly to review these action plans to ensure

that the board's objectives are achieved effectively and efficiently.

Auditor
The fund is audited by the Auditor-General.

9lPage
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5. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section I 6? of thc Puhl rc Finance Managancnt Act. 201 2 requres that, at thc cnd of each financial
)'Ear. the Adrninistrator of a Fund shall prcparc fina::cial statements tbr thc Fund in accordance
u'ith the standards and formats prcscribed by the Public Scctor Accounting Standards Board,

lhc Adrninisnator of the l"und is responsible for thc prcparation and presenrrtion of thc Fund's
financial statements, u.hich givc a true and fair view of thc state of alTairs of thc tund for arxi as at
the end of the financial ,r"ear endcd on June 30, 2020, Ilris rcsponsibiliW includcs: (i) rnaintaining
adequatc {inancial managetnent srangements and ensuring lhat rhe$€ continuc to bc elllrctive
throughout thc rcporting period; (ii) maintaining proper sccounting records, which disctosc with
reasonable eocuracy at any tinre the frnarvcial grsition ofthe Fund: (iii) tttrigrring implementing an<l
maintaining intcmnl contnrls relevant to thc prcparation and fair prrsentation of the financial
statements, and ctrsuring that tlrcy arc ltoc fmm ntaterial misstatcmcns, whether due to enur or
fraud: (iv) safcguarding the asscts of thc Fund: (v) selecting urd applf ing appropriate accounting
Jnlicies; and (vi) making accounting esumatGr that are reasonablc in thc circumstances,

Thc Admrnistrator of thc Fund acccpts responsibility for the Fund's financial $atements. which havc
hcctr prepar'*d using appropriatc accounting policicri supporred by rraurnable and pnrdent
.ludgentents and etimatcs. in conformity with Intcrnational Fublic Secror Accounting Standards
(IPSAS). and in the manncr rcquired by thc PIlt Act. 201 2, The Administrator of the Fund is of rhe
opinion that lhe L'und's linancial statenrents grvc B tnrc and fair vierv of thc statc of Fund's
transactions during the financral ycar eoded tune 10. 2020. ar:d of the Fund's finuncial position as

at that datc. Thc Adrninistrator furthcr confirm thc cotnplctcness of the accounting rocords
r:taintained for the Fund, rvhich havc been rclied upon in thc prcparation of the Fund's linancial
stalerneflts as well as the adequacy of the s)lit€ms of intemal financial control,

ln prcpanng thc financial ststcmorts, thc Administrator of thc ['und has anscsscd tlrc Fund's abiliry-
to continuc rs a going conccm and discloscd, as applicable. mattcrs rclatrng to the usc of going
concetn besis of preplration of the frnancial smtcmcnts. Nothing has cortrc to thc attcntion of the
Adnrinistrator to indicate that the Fund will not rcmain a going concem for at lcast the r:ext twelve
months fronr the date of this statfin€nt.

Approvrl of the linancial stetemenb

ial statements \rcrc appror.ed by the Accounting ollicer nn d-L' D( ?-r'l-\\Thc Iund lr financ
and signctl hy:

All

l0 lPage
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n ha tt t i tt g A t't'o r.r tt ! u b i I i t.t'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 30o84-oo1oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MANAGEMENT AND SUPERVISION
FUND FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Disclaimer of Opinion

I have audited the accompanying financial statements of Management and Supervision
Fund set out on pages 11 to 21, which comprise the statement of financial position as at
30 June, 2020, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and statement of comparison of budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015.

I do not express an opinion on the accompanying financial statements. Because of the
significance of the matters described in the Basis for Disclaimer of Opinion section of my
report, I have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. lnaccuracies in the Financial Statements

The statement of financial position reflects a balance of Kshs.728,671 under property
plant and equipment. However, the balance was not supported with schedules and
register for audit verification purposes. Further, the statement reflects a balance of
Kshs.1 ,732,278 in respect of cash and cash equivalents which differs with cash book
balance of Kshs.4,292,758 resulting to unreconciled difference of Kshs.2,560,480 which
has not been explained.

ln addition, the statement reflects an amount of Kshs.6,214,248 as the deficit drawn from
operations for the year, which differs by Kshs.45,O41 with the balance of Kshs.6,169,207
reflected on the statement of financial performance. No explanation has been given for
the unreconciled difference.

ln view of the foregoing, it has not been possible to confirm the accuracy, presentation
and completeness of the financial statements.

t-+
)' -{.
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2. Unresolved Prior Year Matters

As was reported in the previous years' audit report, the following matters were noted:

2.1 Failure to Submit Financial Statements from 2004to 2012

The Management of the Fund did not prepare and submit for audit the financial
statements or maintain the books of accounts for the Management and Supervision Fund
for nine (9) years ended 30 June, 2OO4 to 30 June, 2012. This was contrary to the
requirements of Section 19(3) of Co-operative Societies Rules in 2004 (revised 2012)
which requires the Fund to be audited annually by the Auditor-General.

ln the circumstances, the accuracy of the opening balances for the year ended
30 June, 2019 and earlier years could not be confirmed.

2.2 Late Submission of Financial Statements

The financial statements for the years ended 30 June, 2013 upto 30 June 2O1g were
submitted for audit on 20 February, 2020 contrary to Section 68(2Xk) of the Public
Finance Management Act, 2012 which requires Accounting Officers to prepare annual
financial statements for each financial year within three months after the end of the
financial year. Management was in breach of the law.

Late submission of financial statements affects the audit programme

2.3 Unsupported Balances

2.3.1 Statement of Financial Performance

The statement of financial performance for the year ended 30 June, 2O1g reflects an
amount of Kshs.14,035,091 in respect of general expenses. However, no supporting
documentation has been provided to support the above balance.

2.3.2 Statement of Financial Position

The statement of financial position as at 30 June, 2019 reflects a balance of
Kshs.7,758,732 under cash and cash equivalents and Kshs.10,219,347 as management
and supervision fees - debtors. However, no supporting documentation has been
provided for the balances.

ln absence of relevant information, documents and records for audit verification, it was
not possible to confirm the accuracy and completeness of the balances reftected in the
financial statements.

2.4 lnaccuracies of the Financial Statements

The statement of changes in net assets reflects a balance of Kshs.18,760,263 as net fund
balance as at 30 June, 2019 which differs with the balance of Kshs.18,894,544 reflected
in the statement of financial position resulting to an unexplained difference of

Report ofthe Auditor-General on Management and Supervision Fundfor the year ended 30 June, 2020
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Kshs.134,281. Further, the deficit for the period of Kshs.2,765,651 is reflected as
Kshs.2,815,604 resulting to a difference of Kshs.49,953 which has not been explained.

ln view of the foregoing, it has not been possible to confirm the accuracy, presentation
and completeness of the financial statements.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

I do not express a conclusion on the lawfulness and effectiveness in the use of public
resources as required by Article 229(6) of the Constitution. Because of the significance
of the matters described in the Basis for Disclaimer of Opinion section of my report, ! have
not been able to obtain sufficient appropriate audit evidence to provide a basis for my
audit conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Gonclusion

I do not express a conclusion on the effectiveness of intemal controls, risk management
and governance as required by SectionT(1)(a) of the Public Audit Act, 2015. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, I have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit 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 SectorAccounting 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 overall governance.

ln 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
Management is aware of the intention to terminate the Fund or to cease operations.

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

ln addition to the responsibility for the preparation and presentation of the financia!
statements described above, Management is also responsible for ensuring that the

Report ofthe Auditor-General on Management and Supervision Fundfor the year ended 30 June, 2020
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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 the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the Fund's financial statements in accordance
with lnternational Standards of Supreme Audit lnstitutions (lSSAls) 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. However, because of the matters described in the Basis for Disclaimer
of Opinion section of my report, I was not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these financial statements.

ln addition, my responsibility is 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. ! also consider internal control, risk management and governance
processes and systems in order to give an assurance on the effectiveness of internal
controls, risk management and governance in accordance with the provisions of Section
7(1Xa) of the Public Audit Act, 2015 and submit the audit report in compliance with Article
229(7) of the Constitution. However, because of the matters described in the Basis for
Disclaimer of Opinion section of my report, I was not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit conclusion.

! am independent of the Fund in accordance with ISSAI 130 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.

AUDlTO NERAL

Nairobi

27 May,2021

1
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o
REPORT OF THE INDEPENDENT AUDITOR FINANCIAL STATEMENTS

5.1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
30th JUNE 2020

The notes set out on pages 17 to 22 form an integral part of these Financial Statements and

Signed by:

Secretary
Ati Ismail, CBS

Director for Cooperative Audit
Javel Murira

Deputy General
CPA Petcr M. Mokobo

ICPAK Number: 4097

Revenue from non-exchange transactions

I 12,014,274 13,034,747Audit and supervision fees

453,683 1,891,399Miscellaneous income

343,294Other incomes (Bal b/f)

12,467,957 15,269,440Total revenue

Expenses

2 3,043,660Inquiry Expense

2 4,000,000 4,000,000Transfers AIA

3 74,637,164 11,041,384General expenses

18,637,164 18,085,044Total expenses

(2,815,604)(6,169,207)Surplus/(deficit) for the period

11 lPage
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5.2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2O2O

The accounting
of the financial

policies and explanatory notes to these financial statements form

statements. The entity financial statements were approved on

signed by:

AIi N CBS CPA Peter M. Mokobo
ICPAK Number: 4097

\

Director for Cooperative Audit
Javel Murira

Assets
Current assets

4 1,732,278 7,758,732Cash and cash equivalents
Receivables from exchan ge transaction-Debtors 7 10,279,347 10,219,347

Non-current assets
9r6.46sProperty. plant and equipment 5 728,671

18.894.544Total assets 12,680,296
Liabilities
Payables

12,680.296 18,894,544Net Assets
Financed by;

6 18.894.544 21,770,148Management& Supervision Fund C
rc.214.248\ 2,815,604Sumlus/Deficit for The Period
12.680.296 18,894,544Total equity

12 lPage
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STATEMENT OF CHANGES IN NET ASSETS AS AT 30 JUNE 2O2O

(2.815.604) 18.894.544Balance cd June 30, 2019 21,710,148

(2.815.604) (2.815.604)Sumlus/(deficit) for the period

Funds received during the year

Revaluation gain

18.894,544 0 18,894,544Balance as at 30 June 2020

13 lPage
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5.3. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2O2O

The fi nancial,statements were approved on ?L o( signed

Secretary Deputy
AIi N Ismail, CBS Narne: CPA Peter M. Mokobo

ICPAK Number: 4097

Director for Cooperative Audit
Javel Murira

14 lPage

Cash Flows from Operating Activities

Receipts

Audit and Supervision Fees I 12,014"274 13,034,747

Miscellaneous Income (Retention) 453,683 1,891,399

Other Income Bf 343,294

12.467.957 15.269.440Total Receipts

Payments

3 14,637,164 10,803,637General Expenses

3 4 000 000 4,000,000Transfer to Treasury-AlA

3,043,660.00Inquiry Expenses

18,637,164 17.847,297Total Payments
(6,169,,207) (2,577,857)

187,794 0Add Depreciation
(45,041) 436,838Adjust for Changes in Receivables/Payables/Prior

Year
(6.026.4541 (2.141.019)Net Cash Flows From Operating Activities

Purchase of Property, Plant, Equipment And Intangible
Assets

0 0

0 0Net Cash Flows Used in Investing Activities
(6.026.454 (2.141.019)Net Increase/(Decrease) In Cash and Cash

Equivalents

4 7,758,732 9,899,751Cash and Cash Equivalents At I JULY Bf
4 1,732,279 7,7581732Cash and Cash Equivalents at 30 JUNE
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For the yea r ended June 30,2020

6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
l. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with Intemational Public

Sector Accounting Standards (IPSAS) Accrual. The financial statements are presented in Kenya shillings,
which is the functional and reporting currency of the Fund. The accounting policies have been consistently

applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise. The cash

flow statement is prepared using the direct method. The financial statements are prepared on accrual basis.

2. Adoption of new and revised standards

3. Revenue recognition

i) Revenue from non-exchange transactions

Audit and supervision fees

Audit and supervision fees is recognised when audited accounts is presented to commissioner for approval or
registration are billed for payments. Currently no registration of accounts is allowed without full payments

having been done.

The income relates to

I . l0% of audit fees from private auditors

2. 30% of audit and supervision fees from county cooperative auditors

3. Annual registration fees from private audit firms at Ksh 3000 per year

4. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Cost

includes expenditure that is directly attributable to the acquisition of the items. When significant parts of
property, plant and equipment are required to be replaced at intervals, the entity recognizes such parts as

individual assets with specific useful lives and depreciates them accordingly. Likewise, when a major

inspection is performed, its cost is recognized in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognized in

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

5. Fund surplus fees

Fund surplus are realised from excess income over expenditure, the surplus are carried forward to the next

financial year.

6. 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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7. Cash and cash equivalents

. Bank account balances include amounts held at the Central Bank of Kenya at the end of the financial year

8. Comparative figures

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

9. Events after the reporting period

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

10. Currency

The financial statements are presented in Kenya Shillings (KShs).

11. 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.

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 l.140.

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to inform potential
future use and value from disposal:

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 18.

Provisions are measured at the management's best estimate of the expenditure required to settle the obligation
at the reporting date, and are discounted to present value where the effect is material.
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7. NOTES TO THE FINANCIAL STATEMENTS
l. Inquiry and Audit Fees

2. Fund administration expenses

3. General expenses

4. Cash and cash equivalents

(The amount should agree with the closing and opening balances as included in the statement of cash flows)

13,034,747Audit & Supervision Fees 12,014,274

1,891,399Inquiry fees

Other income 453,683 343,294

12.467.957 15,269"440Total

3,043,660Inquiry expenses

Transfer to treasury-AlA 4,000,000 4,000,000

4,000,000 7,043,660Total

Use of goods 1,570,890 734,400

Travelling and Subsistence I 1,599,080 9,728,937

Repairs and maintenance 340,300

Training 507,400

Hospitality 772,000

Depreciation and amortization costs 187,794 237.747

Audit expenses 3,043,660-

14,$37,164 14,085,044Total

7,758,732Cash at bank 1,732,278

7,758,732Total cash and cash equivalents 1,732,278
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5. Property, plant and equipment

881,843 34,622 916,465NBV as at June 2019 cd

Additions

,4251l 187,794Less Depreciation 176,369

Disposals

23,197 728,671NBV as at June 2020 cd 705,474

6. Management & Supervision Fund-Capital

7. Management & Supervision Fees-Debtors. KSHS 10,279,347,347

Annexure: Detailed List Attached.

8. Adjustment for changes in Receivables-payables/Prior year balances

Management & Supervision Fees-Debtors
10.219,347 10.272.860

Cash at Bank/PMG
1.732.278 7,758,732

Assets NBV as at June 2020
728,671 916,465

Total Capital

12,680,296
18,948,057

Closing Balances as per the cashbook 1,732,218 7,758,732

Opening balances 7,758,732 9,899,751
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9. Management & Supervision Fund-Capital

Management & Supervision Fees-Debtors
10,219,347 10,272,860

Cash at Bank/PMG
1,732,278 10,155,211

Assets NBV as at June 2018
728,671 l,l54,2ll

Total Capital
L2,68O,296 21,582,282
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