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Rep orfs and Finan cial Statements

For the r ended June 3 2021.

1, ,iU' BOARD INFORMATTON AND MANAGEMDNT

n) Background information

The Meru county Alcoholic Drinks control Board was established by and derives its

ar.rthority and accountabirity from Meru county Alcoholic Drinks control Act of 2016 of the

Meru county Assembly which was repealed and re-enact by Meru county Alcoholic Drinks

Control Act of 2016

Its establishment is provided for under section 1i6 of the public finance mallagement act

2012 which states that a county Executive committee member for flrnance may establish

.otherprrblicfundswiththeapprovaloftheCountyExecutiveCommitteeandthecounty

assernblY.

Tlre fund,s objective is to control tlre production, SaIe, clistribtrtion, promotion and use of

alco,olic dri,ks and the promotion of research, treatment and rehabilitation for persons

dePendent on alcoholic. drinks

b) PrinciPal Activitics

TheFund,sprincipalactivityistoadvisetheCountyonallmattersrelatingtolicensingand

control of alcoholic drinks within the County

c) Board of Trus tees/Fund Administration Committee

CYPRIAN I(ALAINE
the BoardChairrnan of

Chief Officer (ResPonsi' Vepartment)ble
1 IIEPoSJACP

Chief Officer finance2
DANIEL KINOTI

Board MernberJ
AGNES MAI(ENA

Board Member4
JOI-IN INANGA

Board Member5 I(IGATIRAPROF. I(IMATIJI
Ex-Chairrnan6

PETER IMURU
Ex Board Mernber7

ROSE NGAI(U
ard MemberEx BoB

LEWIS KITHINJI
Ex Board Member9

IVlWAI(I ARIMi
AdministratorFund Manager/l0
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Rcports and Financial Statements
Ior the yenr ended June 30, 202L.

d) Key N'Ianagcment

e) F-iduciary Ovcrsight Arrangements

0 Rcgistcred Offices

P.O. Box 120- 60200
Near YWCA
Mwendantu Road
MERU, KENYA

g) Fund Contacts

TeIeplrone : (2s 4) 2023 8l7 20

E-mail : alcoholboard@gmail.com

https://meru.go.ke/

h) Fund lJanl<ers

l'. Cooperative Bank of I(enYa

N4eru, Brauch
P.O. Box 1328 - 60200
Meru,I(enYa

2. Family Bank of KenYa
Meru, Branch
P.O Box
Meru, KenYa

MWAKI ARIMIFund Manager/ AdrninistratorI

JOSEPH CI{ABARIFund Accountant)
GITONGA AI(UBUDirector Enforcement3

NffiilErumuuiffiitl

Chrispus MutoniDirectorate Internal Audit1
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l) IndePendent Auditors

Auditor General

Office of The Auditor General

Anniversary Towers, University Way

P.O. Box 30084

GPO 00100

Nairobi, KenYa

j) PrinciPal LegalAdviser

The AttorneY General

' 
State Law Office

Harambee Avenue

P.O. Box 40112

CitY Square 00200

Nairobi,I(enYa

I
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2.TIIEBOARDoFTRUSTEES/FUNDADMINISTRATIONCOMMITTEE(orany
othcr corPo rate governance borly for the Fund)

DETAILS OF QUALIFICATI ONS AND EXPERIENCE

Position: Board Mcmber/chief olficer culture

DOBzl962

Qualifications: llachclors of arts

i*prri.n.e: Ovcr 20ycars in Parastatal Managerial

position

Qualifications: f)ipltltna in I'Iotel Management

;;;;;i;;.c: ovcr zovc:rrs cxpcricncc :ts Man:rgcr in

Positio4: Chicf Exccutivc Officcr

DOB: 1970

Qualil'ications: IIED Arts
MA linguistics

Expericncc: Ovcr 20yc:rrs as Iligh school tcachcr :tnd a

UniversitY Lecturcr'

Position: Ilo:rrd Nl[cmbcr

DOB: 1973

IIotel IndustrY

Position: Board Membcr

DOB: 1966

Qunlifications: Ilachclor of Projcct Plrrnning

Bxpc.i.r..c: Ovcr 30 ycarst cxperience in various

positions

Position: Board Member

DOB: 1967

Qualifications: Bachelor of Public llealth

i*p.rir,r.e: Ovcr 20ycars as a scnior l'ublic Ilealth

NAME

Cyprian I(alaine

/' ,.T)
\i ,

\

.('..t{,
,i,

4i.

Mr Pnul Nlrval<i

I

,l
i

DANIEL I(INOTI

lL*"j'.;
,.i

J OI.IN INANGA
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Meru County Alcoholic Drinks Control Board
Reports and Financial Statements
For the year ended June 30, 2021.

3. STATEMENT OF PERFORMANCE

PREDETERMINED OBJECTIVES

AGAINST COUNTY BOARD'S

Introduction

Section 164 (2) (0 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 Board Government entities in accordance with the standards and formats prescribed

by the Public Sector Accounting Standards Board includes a statement of the county government

Board's performance against predetermined objectives.

The key objectives of the Meru County Alcoholic Control Board, Meru County Government

Board's 2018-2022 plans are to:

a) Inspect all liquor outlets in Meru and ensure compliance with required standards.

b) Enforce to ensure compliance with the law.
c) Sensitize and create awareness to the general public in order to control alcohol consumption.

d) Engage in Corporate Social Responsibility to create awareness and support to youths and the

general public.

However, with the above listed objectives the board faced challenges in enforcing, inspection

and creating awareness to the general public due to Covid l9 pandemic.

6 Page



Meru County Alcoltolic Drinks Control Board
Reports and Financial Statements
For the yea r ended June 30, 2021.

4. MANAGEMENT TEAM

Name Details of qualifications and experience

I

Mr.Paul Mwaki

Position: Chief Executive Officer

DOB: 1970

Qualifications: BED Arts
MA linguistics

Experience: Over 20years as High School

teacher and a University Lecturer.

Mr. Gitonga Akubu

Position: Head of Enforcement & Compliance

DOB:1980

Qualifications: Bachelors of Business

Administration
Experience: Over Syears as an Administrator
in County Government of Meru

Ms. Leah Kinya

Position: Senior Administrative officer

DOB:1986

Qualifications: Bachelor's degree in Education
(Science)

Experience: Over 6years as an Administrator
in County Governmcnt of Meru
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Meru County Alcoholic Drinks Control Board

Iteports and
For the Year

5. BOARD/FUND ADMINISTRATION COMMITTEE CI-IAIRPIIIISON'S REPORT

on beharf of the board 
.of directors, Meru county Alcohoric Drinks contror Board, I take this

opportunity to present financial statements for the period ended on 3Oth Jtne 2021in pursuant of

section 10 of tlre Meru County Alcoholic drinks control acl20l6,

The board is tasked withlicencing of alcoholic drinks for the county government ofMeru in

pursuant to part II of trre Fourth schedure of the constitution so as to control the production, sale,

distribution, promotion and use of arcohoric drinks ancl the promotion of research, treatment and

rehabilitation of persons dependent on alcoholic drinks'

I, the furancial year under review there were changes in board or key management team after the

expiry of the term for the chairperson and board members' Pursuant to the law new board

menrbers were appointed and approved by the Cotrnty Assernbly of Meru' Duling the year' the

boardundertookinspectionofallliquoroutletswithinthecor'rnty,Iicencedthemandunderlook

varions enforcement rneasures to ensure that no non-ricenced outrets were operated within the

yeat

The board experienced various challenges, among them covid 19 pandemic, limited personnel'

and inadequate funding. The covid 1g pandemic adversery affected Board's revenlre collection

for the Fry 2o2o-2o2r.The board expects to resume its normal operations after trre lifting of

restrictions in the country'

Signed:
Wv

Cl,prian I(alaine

Financial State
ended June 30'

menis
2021.
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Meru CoutrtY Alcoholic Drinks Control Board

Reports and Financial Statements

For the Yea r end ed June 30,2021.

6. REPORT OF THE FUND MANAGEIU ADMINISTRATOR

The bhief executive officer, has day to day management responsibility of running of the board

and the implementation of its strategy and policies as agreed by the board of directors. The chief

executive officer has a key role in the process of setting and revicwing strategy' The chief

executive officer is the vision carrier of the board's cuiture and standards, which include

appropriate corporate governance throughout the board'

In exercising his responsibilities, the chi.ef executive officer is supported by the staff in ensuring

that timely and accurate information is provided to the board on financiar and strategic

performance.

The board strives to create good corporate governance in all its encleavours, to achieve these the

board has continued to bu,d its internar structures and controls to ensure that it incorporates the

best practices in its day to day operations and administration'

Tlie board has encouraged adequate systems and controls for identification and redress of

grievances arising from unethicar practices as we* as ensuring professional standards and

corporate values are put in place that promote integrity for the board' senior management and

other emPIoYees.

In tlre Fry 2o2o_2021, the board was not abre to achieve its revenue estimation due to the covid

.lgpandemicwhichresulted.toclosureofseveralbarsacrosstlrecounty.

During the year, the board collected I(Sh 36,793 ,262.00 on liquor licencing operations and spent

I(sh 42,032,162.00 on its various activities. The deficit between colrection and expe'diture was

cateredforbycashbalancebrouglrtforwardfrompreviousyear,soperation.

Signed:

Mr. ilaul Mwaki

Fund Administrator

9lPage



Meru CountY Alcoholic Drinks Control Board

Reports and Financial Statements

For the Year ended June 30, 2021.

1, CORPORATE GOVERNANCE STATEMENT

The practise of good corporate governance ensures the derivery of s,stainabre value for the board

as we, as meeting the needs of our stakeholders. Good corporate practice involves the adoption

of ethica*y driven poricies, procedures and processes. The board is committed to ensuring the

needs of our stakeholders are rnet while safeguarding the boards' assets' we believe that our

operations shourd be carried out in a fair, transparent and accountable manner' It is our integral

responsib*ity to disclose timely and accurate information as well as provide leadership and

The foard of directors is at the core of trre board's governance practices for protection of long-

term interests of alr stakeholders. Guided by the principle "of 
goof governance' the board

performs its duties in the interest of the Meru county alcohoric contror board' During the year the

board rreld meetings to deliberate on various issues affecting the boards' performance and to

provide strategic leadershiP'

The current Arcohoric Drinks control Board is headed by the chairman and is composed of five

otrrer nrembers, one member a wornan, one member a person cirawn from the county's

hospitality industry, one member a youth, one member from tlre Clergy, and one member from

persons with disability, trre board has a chief exec*tive officer. The principal role ol the

chairman is to provide readership to the board and ensure that the board is provided timely and

adequate information to enable it to discharge its duties. The chief exectrtive officer on the other

hand is responsible for the day to day management of the board'

The board charter defines the rores, responsibilities, scope and firnctio,s of the board of clirectors

i* governance of tl.re board and provides for free exercise of independent jr"rdgment' The boa'd

provides oversight to the managerrent and ensures the staffs operate within the code of 

.conduct

The primary responsib,ity of the board of directors is to provide leade,ship and strategtc

direction to the board. Trre board members are expected to exercise the highest degree of care'

skirt and d,igence in discharging their duties. The principal responsibilities of the board shall

incrude (i) estabiishing s'ort and long term goals of the board, develop strategies to achieve these

goals and monitor the boards performance against the set goals; (ii) spearheading preparation of

effective governance for the board.

10[Page



Meru ConntY Alcoholic Drinks Contrdl Board

Reports and Financial Statements

For the Year ended June 30, 202L,

financial statements and reports; (iii) approving and reviewing budgets; (iv) overseeing affairs

of the board i, light of emerging risks and opportunities and ;(v) ensuring that the board has

adequate systems and internal controls together with appropriate monitoring of compliance

activities

Regular training and development programme are developed to equip the board with necessary

,t iiis ro, the effective discharge of their mandate. Each year the board prepares a training

calendar where specific training needs a-e identified and scheduled. Duri,g the year, the board

members attended various capacity building programmes focusing on leadership, governance'

finance and other relevant areas deemed necessary'

In the financiar year 2020_202r, the Board Members held 24 meetings. During every board

meeting, board members in attendan ce arc entitled to a sitting allowance, lunch allowance,

accommodation allowance and millage reimbursement where applicable within the set

government limit. The chairman receives a monthly honorarium

11 lPage



Meru County Alcoholic Drinks Control Board
Reports and tr'inancial Statemcnts
For the year ended June 30, 2021.

8. 
.MANAGEMENT DISCUSSION AND ANALYSIS

During the yeu, the board collected Ifths 36,793,262,00 from liquor licencing activities within

the gounty against an expenditure of Ksh 42,032,162.00 resulting to a deficit of I(shs

(6,283,170.00).

Since the boards, core mandate is advice the County on all matters relating to licensing and

control of alcoholic drinks within the Cognty all the cxpenditures were recun'ent in nature and

were geared towards supporting the board to discharge its core mandate and heuce there were no

projects budgeted / implemented during the period under review.

During the period under review the board faced major challenge/ risk of Covid 19 pandemic, not

having requisite technology/ know how to distinguish between genuine and contraband alooholic

drinks and relied on the expertise from the Kenya Bureau of standards. Hence there always

existed a risk of existence of illicit drinks within the rnarket which cor"rld pose an hazardous risk

if consumed bY the residents

KEY PROJECTS OF THE BOARD

oB.IrlC'l'M,PROJECTS/NO

Inspection of Liqour Outlets in MeruI

To ensure cotnpliance with the

Meru County Alcoholic Drinks

Control Act2016

Enforcement2

Tq create awareness and helP

control alcohol consumPtion

among people in Meru CountY

Awareness and Sensitization

12 lPage

To ensure theY have comPlied

with the stipulated requirements

before they are licensed.



ll[eru County Alcoltolic Drinks Control Boatd
Reports and Financial Statements
For the year ended June 30, 2021.

4 Corporate Social ResponsibilitY - donations To create awareness and helP

control alcohol consumPtion

among youths in Meru CountY

13[Page



Board

9. COIIJORATE SOCIAL

REPORTING

RESPONSIBILITY STATEMENT/SUSTAINAI]II'ITY

During the period the board engaged several NGOs and the Ministry of Interior and Internal

coordination (prison Department) in creating drug abuse awareness and rehabilitation of persons

with alcoholic addiction'

These activities were used to sensitize youth against drug ab,se and promote behaviottr change

among the youth as part of its corporate social responsibility'

14 lPage



Meru County Alcoltolic Drinks Control Board

lleports and Financial Statements
For the ended June 3 2021.

10. REPORT OF THE TRUSTEES/ FUND ADMINISTRATION COMMITTEE

The Trustees submit their rqport together with the audited financial siatements for the year ended

June 30, z}zl,which show the state of the Fund affairs'

l0.l .Principal activities

The principal activities of the Fund are to advise the County on all matters relating to licensing

and control of alcoholic drinks within the County'

10.2 Pcrformance

The performance of the Fund for the year ended June 30, 2021, are set out on page 19 to 46'

10.3 Trustccs

The members of the Board of Trustees who served during the year are shown on page 5'

10.4 Auditors

The Auditor General is resPonsible for the statutory audit of the Fund in accordance with Article

229 of the Constitution of blic Audit Act 2015.

By Order of the Board

Cyprian Kalaine

Sign: gl
N ,f-r

Chair of the Board/ lee

Datp: C6.iro;

15lPage
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Nleru County Alcoltolic Drinks Control Board

Rep.orts and Finan'
For the year eqded

cial Statements
June 30,2021,

II.STATEMENToFMANAGEMENT,SRESPONSIBILITIBS"

Section 167 ofthe Public Finance Management Act, 2Ot2 rcquires that' at the end of each

frnanciar year, the Administrator of a county pubric Fund establishecl by Meru county Alcoholic

DrinksControlActof2014oftlreMeruCountyAssemblywhichwasrepealedandre-enactby

Meru county Alcoholic Drinks control Act of 2016 shall prepare financial statements for the

Fund in accordance with the standards and formats prescribecr by the public sector Accounting

Standards Board.

The Administrator of the county public Fund is responsible for the preparation and presentation of

the Fund,s financiar staternents, which give a true and fair view of the state of affairs of the Fund

for and as at the end of trre financial year ended on June 30,202r. This responsibility includes: (i)

nraintainingadequatefinancialmanagementarrangementsandensuringthatthesecontintretobe

effective throughout the reporting period; (ii) maintaining proper accoLrnting reoords' which

discrose with reasonable accuracy at any time the financial position of the Fund; (iii) designing'

imprementing and maintaining internal controls relevant to the preparation a,d fair presentation of

the fi,anciar staternents, and ensuring that they are free from materiar misstatements, whet,er due

to enor or fraud; (iv) safeguardi,g the assets of the Fund; (v) selecting and applying appropriate

accountirrg policies; and (vi) making accounting estimates that are reasonable in tlre circttmstances.

The Administrator of the county public Fund accepts respo.sibirity for the Fund's financial

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements and estimates, in conformity with international Public Sector

Accounting standards (IPSAS), and in the manner required by the PFM Act' 2012 and Meru

co,nty Alcoholic Drinks contror Act of 2014 of the Meru county Assembly which was repealed

and re-enact by Meru county Alcoholic Drinks contror Act of 2016' The Administrator of the

Fund is of the opinion that the Fund,s financial statements give a true ancl fair vierv of the state of

Fund,s transactions during the fina.ci al yeat endecl June 30' 2027' a'cl of the Fund's financial

positio' as at that clate. The Aclministrator further confir'm the cornpleteness of tlie accounting

records maintai,ed for the Fund, which have bee, relied upon in the preparation of the Fund's

financial statements as well as the adequacy of the systems of ir-rternal financial control'

Inpreparingthefinancialstatements,theAdministratoroftheCountyPrrblicFtrnc]lrasassessed

the Fund,s ability to continue as a going concern and disclosed, as applicable, matters relati.g to

16 lPage



Meru Counly Alcoltolic Drinks Control Board
Rcports and Financial Statements
For r endcd June 3 2021.

the use of going concem basis of preparation of the financial statements. Nothing has come to the

attention of the Administrator to indicate that the Fund will not remain a going concern for at least

the next twelve months ffom the date of this statement.

Approval of the financial statements

The Fund's financial statements were approved by the Board on

signcd on its behalf by:

Name: EXECUTIVE OTFICER
MERU COUNTY AI.COHOLIC
DRINKS CONTROL BOARD

Administrator of the County Public

lTlPage
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Telephone: +254-(zo) 3214ooo
E-mail: info@oagkenya.go.ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

En hanc in g Accounlabi I ity

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3oo84-ooloo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MERU COUNTY ALCOHOLIC DRINKS
CONTROL BOARD FOR THE YEAR ENDED 30 JUNE, 2021

PREAMBLE

I 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 Lavyfulness 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 intended purpose.

C. Report on Effectiveness of lnternal 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 Meru County Alcoholic Drinks
Control Board set out on pages 19 to 46, which comprise the statement of financial

Report of the Auditor-General on Meru County Alcoholic Drinks Control Board for the year ended 30 June, 202 I
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position as at 30 June, 2021, 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 Article22g
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Meru County Alcoholic Drinks Control Board as at
30 June, 2021 and of its financial performance and its cash flows for the year then ended,
in accordance with International Public SectorAccounting Standards (Accrual Basis) and
the Public Finance Management Act, 2012 and comply with the Meru County Alcoholic
Drinks Control Act, 2016.

Basis for Qualified Opinion

The following balances reflected in the financial statements were not supported with
sufficient appropriate records:

1. Revenue from Exchange Transactions - Other lncome

The statement of financial performance reflects revenue from exchange transactions -
other income totalling Kshs.36,793,262 which includes payments totalling
Kshs.6,578,570 that were not supported with any records. Further, review of financial
records of the Board indicated that no revenue receipt book or cash book was maintained
to record other income. As a result, revenue collected in any given period could not be
confirmed.

!n the absence of relevant records the accuracy and completeness of the revenue from
exchange transactions other income totalling Kshs.36,793,262 reported in the year under
review could not be confirmed.

2. Comparative Balance for Accumulated Surplus

The statement of financial position reflects accumulated surplus comparative balance
totalling Kshs.15,697,779 as at 30 June, 2020. However, the 201912020 audited financial
statements reflected a balance of Kshs.15,647,779 in respect to the account. No
explanation was provided for the difference of Kshs.50,000 between the balances
reflected in the two sets of records.

ln view of the discrepancy, the accuracy of the accumulated surplus comparative balance
of Kshs.15,697,779 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
!nstitutions (lSSA!s). I am independent of the Meru County Alcoholic Drinks Control Board
Management in accordance with ISSA| 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical

Report of the Auditor-General on Meru County Alcoholic Drinl<s Control Boardfor the year ended 30 June, 202 I
2
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requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

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

Other Matter

Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects budgeted receipts and
actual on comparable basis of Kshs.47,253,233 and Kshs.36,793,262 respectively
resulting to a shortfall of revenue totalling Kshs.10,459,971 or 22o/o of the budget.
Similarly, the statement reflects budgeted and actual expenditure totalling
Kshs.42,032,162 and Kshs.47,253,233 resulting to under-expenditure of Kshs.5,221,071
or 11o/o of the budget.

The shortfall of revenue and under-expenditure constrained planned activities and may
have hampered delivery of services to the public.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

1. Lack of Disaster Recovery PIan

The Board had not developed a Business Continuity or lnformation Technology (lT)
Disaster Recovery Plan. Therefore, service delivery by the Fund may be disrupted on
occurrence of unfavorable events that affect its operations.

2. Absence of Key Committees and Units of the Board

Contrary to Section 5 (Part ll) of the Meru County Alcoholic Drinks Control Act, 2016, the
Board had not established committees and units to carry out its functions. The law
requires the County Executive Committee to establish the Product Safety and
Compliance Committee, Enforcement Unit and Prevention, Public Education and
Commu nity Empowerment Committee.

Report of the Auditor-General on Meru County Alcoholic Drinks Control Board for the year ended 30 June, 202 I
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ln the circumstances, the Board was in breach of the law.

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, except for the matters described in the Basis for Conclusion on
Effectiveness of lnternal Controls, Risk Management and Governance section of my
report, I confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Basis for Gonclusion

1. Lack of an Approved Staff Establishment

Management did not provide the Board's approved staff establishment for audit review.
As a result, the suitability and regularity of the staffing levels of the Fund could not be
confirmed.

ln the circumstances, the staffing levels of the Board may not be confirmed

2. Lack of lnterna! Audit Unit

The Board had not established an lnternal Audit Unit but had instead commissioned
auditors from the County Executive lnternal Audit Unit to carry out the internal audit
function. However, there was no record of the auditors having carried out any assessment
or issued any report on the internal control system of the Board.

ln the circumstance, the effectiveness of the Board's internalcontrol system could not be
confirmed.

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

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual

Report of the Auditor-Generql on Meru County Alcoholic Drinks Conlrol Board for the year ended 30 June, 202 I
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Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Board'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 Board 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, [Vlanagement is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Board'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.

Aud itor-General's Responsi bi I ities for the Aud it

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229 (7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement and weakness when it exists. 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.

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

Report of the Auditor-General on Meru County Alcoholic Drinks Control Board for the year ended 30 June, 202 I
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Further, in planning and performing the audit of the financial statements and audit of
compliance, ! consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and 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 controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

,
As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

o ldentify 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
controls.

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 ability to continue to sustain its services. lf I conclude that a material uncertainty
exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Board to cease to continue to sustain its services.

a 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.

Reporl of the Auditor-Generql on Meru CounQ Alcoholic Drinks Control Boardfor the year ended 30Jttne, 202 I
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o Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Board to express an opinion on the financial statements.

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

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

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

CPA
AUDITOR.GENERAL

Nairobi

26 September,2022

Report of the Auditor-General on Meru County Alcoholic Drinks Control Board for lhe year ended 30 June, 202 I
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Meru County Alcoholic Drinks Control Board
Reports and Financial Statements
For thc year ended June 30, 2021. , --l-
13. FINANCIAL STATEMENTS

I3.I STATEMENT OT' FINANCIAL PERFORMANCE FOR TI{E YEAR ENDED 30th

JUNE 2i21.

Tlie notes set out on pages 39 to 46 form an intcgral part of these Financial Statenrents,

I

l

a
Revcnue from exchange transactions

36,793,262 37,824,540.001Other income

36,793,262 37,824,540.00

37,824,5,10.0036,793,262Total revenue

Expcnscs
16,375,31 1.0017,946,974)Fu ncl administration expenses

34,171,'169.0025,129,4594General expenses
50,547,080.0043,076,433Totll oriponses

nOthcr gains/losses

Gaiir/loss on disposal of assets
(12,722,540.00)(6,283,L71)Surplus/(dcficit) for the period

19lPugc
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. tr[eru County Alcoholic Drinks Control Board
Reports and Financial Statements
For thc r ended June 30,2021

13.2 STATEMBNT OF FINANCIAL POSITION AS AT 30 JUNE 2021

13,530,143.00

rl
000.0050

717 6.00

I 779.00

13,580,143.00

2 1 17,636.00

0

0

0

0

(]

C

(

(

(

(

Assets

Current assets

5
1 ,242.00Cash and cash equivalents

porli long- exchange transactionsvables fromreceltermofonCurrent

exchange tran actionsfromles on-NReceivab

50 000.006
Prepayurents

Inventories

4 00

Non-curient assets

term receivables from transactions

1,073 366.007
Property, plant and equiPment

assets

366.00I

4 .009Total asscts

Liabilitics
Current liabilities

0
Trade and other ables from exchange transactions

0
Provisions

0
n of borrowingsCurrent

0
Employee benefit obligations

0

Non-cu rrent liabilitics
0

rtion of borrowingstcrnr po

loyee benefit o!Non-cu em
0

Total liabilities

Net assets
0

Revolving Fttnd
0

Reserves

I
trrt

i
t
..

I,

20 l,a
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Meru Coufiy Alcoltolic Drinks Control Board

Reports and Financial Statements
For the ended June 202L.

8.009 L4Total net assets and liabilities

Accumulated surplus

21 lP,agc

9 4t 08.00 15 ,779.C

7 779.(

The accounting policies and explanatory notes to these financial staternents form an integral part

of tlre financial statements. The Board financial statements were approved on l'c cc zOLl-

and signed by:

,.&.a

Ad
N

Fund Accountant
Narne: CPA JosePh Chabari
ICPAK Member Number: 14516

tvlErtu COUNTY ALCOI'{OLIC :
ORINKS CONTROL BOARD
Si9n................... D3te.................

rvE orFlcBR i
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Meru County Alcoholic Drinks Control Board
Reports and Financial S tatements
For She r ended June 30,2021

13.3 STATEMENT OT' CHANGES IN NET ASSETS AS AT 30 JUN'E 2O2I

I
1

a

Balance as at 1 July 2019 0 0
I8 18Surplus(defi cit) for the

0 0 (12,722,540) (12,722,540)
Frurds received during tlte

0 0
0 0

Revaluation gain 0 0
0 0

0 0
15,697,779 I 697 ,779

Balance as at I July 2020 0 0
15,697,779 _15,697,779Surplus/(deficit) for the r0 (6,283,170) (6,293,170)

Funds received during the
0 0 0 0

Rcvaluation 0 0 0 0

Balnnce as at 30 June 2021 0 0
9,414,609 9,414,609

22Page

period

Balance as at 30 June 2020

0

year

gain



Meru Courtty Alcoltolic Drinks Control Board
Reports and Financial Statements

I

I

For the year ended June 30,2021.

I3.4STATEMENT OT'CASH FLOWS FOR THE YEAR ENDBD 30 JUNE 2021

37 40.

75 11,

34 171 769,

1,044,270.

l16

1,678,270,1

2 t2

I

t43

Cash llows from opera ting activities
Ileceipts

Receipts from other operating activities
I

36,793,262

Total Receipts 36,793,262

Paymcnts

Fund administration expenses
2

17,946,974

General expenses
4

25,129,459

Add: Depreciation 1,044,270

Total Payments 42,032,162

Nct cash flows from opcrating activities (5,239,901)

Cash llorvs lrom investing activities
Purchase of property, plant, equipment and irftangible
assets

0

Proceeds from sale of property, plant and equipment 0

Proceeds from loan principal repayments 0

Loan disbursenrents paid out 0

Nct cash florvs uscd in invcsting activities 0

Cash flows l'rom linancing activities
Proceeds from revolving fund receipts 0

0Additional borrowings

Repayment of borrowings 0

Nct cash florvs used in financing activities 0

(5,238,901)Nct increase/(decrease) in cash and cash equivalents
5 I 3 ,53 0,1 43Cash and cash equivalents at I JULY

Cash and cash equivalents at 30 JUNE 5 8,291,242

23 lPrge
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13.5 STA
2021.

TEMENT OF COMPARISON OF BUDGET AND ACTUAL ATVOUNTS FOR THE PERIOD ENDED 30th JUIIE

Revenue KShs KShs KShs KShs
Other income 47,253,233.00 0 47,253,233.00 36,793262.A0 77.84%
Total income 47253J.33.00 0 47253,233.A0 36,793262.00

Fund administration expenses 17,946,974.00 0 17,946,974.00 17,946,974.00 100%
General expenses 29,306259.00 0 29,306,259.00 24,095,199.00 82.20%
Total expenditure 472s3233.00 0 47,253,233.00 42,032,162.00 gg"A
Surplus for the 0 0 0 (5,238,901) 77.80"h

t.

Budget notes

The estimated revenue collection was not actualized because of the CovID l9 pandemic which aftected the revenue streams.

24Page
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13.6 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Statcment of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with a.nd cornply with

International Public Sector Accounting Standards (IPSAS). The financial statements arc

piesented in Kenya shillings, which is the t'unctional 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.

t
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'G 
sS--- For th endedJiine 2A21.

srGNrFrcAtlT ACCOT.DITTNG pOLrcrES (CoNTTNUED)
2. Adoption of nery and revised standards
a) Relevant nerv standards and amendmcnts to published standards effective for the year ended 30 June 2021

to IPSAS 13, to include the appropriate references to

IPSAS on impairmen! in place of the current references to other

intemation al and/or national accou nting frameworks

a) Amendments

respect to the current financial report

amendment to IPSAS 13 withThere was no impact of the

13, Leases and IPSAS 17, Property, Plan! and Equipment.

Amendments to remove transitional provisions which should have

been deleted when IPSAS 33, First Time Adoption of Accrual.Basis

Intemational Public sector Accounting Standards (lpsAd"s) was

approved

b) rPSAS

IPSAS l7 rvith respect to the curent financial report as

ths Board did not apply any of the transitional provisions

in theFY 202012021

There was no impact of the amendment to IPSAS 13 and

26, Impairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance to
account lor revalued assets in the scope of IpsAS I z propertS

Plant and Equiprnent and IPSAS 31, Intangible Assets.

c) IPSAS 21, Impairment of Non-Cash-Generat ing Assets and IPSAS

IPSAS 26 with respect to the current financial report as

the Board does not have Non{ash Generating Assets and

neither did it have impaired cash generating assets.

There was no impact of the amendment to IPSAS 2l and

26lPage



Meru County Alcoholic Drinks Control Board
Reports and Financial Statements
For the year ended June 30,2021,

b) New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2021

Sector Accounting Standards (IpSASs).

Amendments to the implementation guidance on deemed cost in

IPSAS 33 to make it consistent with the core principles in the

Standard

d) IPSAS 33. First-time Adoption of Accrual Basis International Public tf the fund is reporting for the

Jirst tinte on accruaL/ Otherwise indicate that there was

no impact

Document the impact

IPSAS 41: Financial

Instruments The objective of IPSAS 4l is to establish principles for the financial reporring 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 Board,s future cash flows.

IPSAS 4l 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 toss model that is applicable to all financial instruments
subject to impairment testing; and

' Applying an improved hedge accounting model that broadens the hedging arrzmgements in scope of the
guidance' The model develops a strong link betrveeii an'Board?s risk management strategies and the
accounting treatment for instrurnents held as part ofthe risk management strategy.

Janu,ary2022tApplicable:

2TlPage
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The objective of this Standard is to improve the relevance, faithful representativeness and comparabiliry of the

information that a reporting Board provides in its financial sratements 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 Board;

(b) The key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the Board's financial performance, financial position and cash

flows.

Applicable:1 Jantary2022II'>SAS 42: Social

Benefits

a) Amendments to IPSASJ, to update the guidance related to the components of borrowing costs which were

inadvertently omitted when IPSAS 41 was issued'

b) Amendments to IpSAS 30, regarding iltustrative examples on hedging and credit risk which rvere

inadvertently omitted when IPSAS 4[ was issued.

c) Amendments to IpsAS 30, to update the guidance for accounting for financial guapntee contracts which

were inadvertently omitted when IPSAS 4l was issued'

Amendments to IpSAS 33, to update the guidance on classifying financial instruments on initial adoption of

accruat basis tpSAS which were inadvertently omitted when IPSAS 41 was issued-

Applicable: lst JanuarY 2022:Amendments to Other

IPSAS resulting from

IPSAS 41, Financial

Instruments
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

c) Early adoption of standards

The Board did not early - adopt any nelv or amended standards in year 2A20.

3. llevenue recognition

i) llevenue from nou-exc[ange transactions

Transfers froln other government entitics

Revenues from non-exchange transactions with other governrnent entities are measured at fair

value and recognized on obtaining control ofthe asset (cash, goods, services ancl property) if
the transfer is free frorn conditions and it is probable that the economic benefits or service

potential related to the asset will flow to the Board and can be measured reliably.

ii) Revenue from exchange trnnsactions

Inlerest lttconrc

Interest income is accrued using the eff&tive yield method. The effeotive yietd discor.rnts

estirnated future cash receipts through the expected life of the financial asset to that asset's

net carrying arnount. The method applies this yield to the principal outstanding to determine

interest income each period.

4. Budget information

The original budget for FY 2020/2021was approved by the County Assembly on 3'd May

2020. Subsequent revisions or additional appropriations were rnade to the approved.budget in

accordance with specific approvals from the appropriate authorities. The additional

appropriations are added to the original budget by the Board upon receiving the respective

approvals in order to conclude the final budget. Accordingly, the Pund did not recorded

additional appropriations for the FY 202Ol2O2l budget following the governing body's

approval.

The Board's budget is prdpared on a different basis to the actual income and expenditure

disclosed in the financial statements. The financial statetncnts are prepared on accrual basis

using a classification based on the nature of expenses in thc statemettt of financial

performance, whereas the budget is prepared on a cash basis. The amounts in the financial

29 lPauc
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statements were recast fronr

presentation to be on the same

basis to the cash basis and reclassified by
the accrual

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.

In addition to the Basis difference, adjustments to amounts irr the financial statements are also
nrade for differences in the formats and classification schemes adopted for the presentation oll
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis inclucled in the statement
of comparison of budget and actual arnounts and the actuals as per the statement of financial
performance has been presented under section 13.5 of these financial statenlents.

5. Propcrty, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation. and
irnpaimient losses. Cost includes expenditure that is directly attributable to the accjuisition of
the items. When significant parts of firoperty,rplant and equiprnent are required to be reptaced

at intervals, the Board recognizes such parts as individual assets with specific useful Iives and

depreciaies them accordingly. Likewise, when a major inspection is perforrned. its cost is
recognized in the carrying amount of the plant and equipment as a replacemenr 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
br nominal consideration the asset is initially measured at its fair value.

The property, plant and equipment have been depreciated as per the rates below;

Computers
Furniture
Motor vehicles

33.30%
8%

25%

2. Intangible assets

Intangible assets acquired sepqrately 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 accumutated

amortization and accunrulated impairment losses. Internally generated intangible assets,

30lPase
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For the vear ended June 30,2021.
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.

3. Financial instruments

a) I'inancial asscts

Ittitiil recoortition qnd meoiurgment

Irinancial assets within the scope of IPSAS 29 Financial lnstrurnents: Recognitign and

Measurement a1e c-lassified as financial assets at tbir value through surplus or deficit, loans

and leceivqblqs, held'to-malurlty investments or available-for-sale financial assets, as

appropriate. The Board deterrnines the classification of its financial assets at initial

recognition.

Loans anil receivables

Loans and receivables are non-derivative financial assets with fixed or determinable

payrnents that are not quoted in an active inarket. After initial rneasurement, such financial

assets are subsequently measured at amortized cost using the effective interest method, less

irnpairment. Arnortized 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.

IIeld-to-maturitv

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

classified as held to maturity when the Board has the positive intention and ability to hold it

to maturity. After initial measurement, held+o-maturity investments are measured at

amortized cost using the eflective interest method, less irnpairment. Amortizecl cost is

calculated by taking into account any discount or premium on acquisition and fees or costs

that are an integral parl of the effective interest rate. The losses arising frorn impairment are

recognized in surplus or deficit.

Impolflnen! o.f lingnclol assels

The Board assesses at eaoh reporting date whether thcre is objective evidence tltat a financial

asset or a Board of financial assets is impaired. A {inancial asset or a Board of financial assets

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

3I lPase
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of one or more events that has occured 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 Board of financial assets that can be retiably estimated. Evidence of
impairment may include the following indicators:

o The debtors or a Board of debtors are experiencing significant financial clifficulty
o Default or delinquency in interest or principal paynents

' The probability that debtois will enter bankruptcy or other financiat reorganization

o Observable data indicates a measurable decrease in estimated future cash flows (e.g.

changes in arrears or economic conditions that correlate with defaults)

b) Fi nanciul liabilities

Initiul recosrtition qnd meosurement 
;

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 Board

determines the classification of its financial llabilities at initial recognition.

All financial liabilitles are recognized initially at fair value and, in the case of loans and

borowings, plus directly attributable transacti on costs.

Lootrs otttl horrowittg

-

After initial recognition, interest bearing loans and borrorvings 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 rvell as through the effective .interest
rnethod amortization process.

Antortized cost is calculated by taking into account any discount or premium on acquisition

and fees or costs that are an integral part ofthe effective interest rate.

4. Inventories

lnventory is rneasured at cest 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.

32lPaue



qf

I

I

Meru County Alcohotic Drinks Control Board
Reports and Financial Sfafements
!'or the year endcd .Iune 30, 2021.
SIGNIFICANT ACCOUNTING POLTCTES (CONTTNUED)

Costs incurred in bringing each product to its present location and conditions are accounted
for, as fotlows:

r Raw materials: purchase cost using the weighted average cost method
r 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 borrowin g costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that aclass 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 estinrated selling price in the ordinary course of operations, Iess the
estinrated costs of colnpletion and the estimated costs necessary to make the sale, exchange,

or distribution.

lnventories are recognized as an expense when deployed for utilization or consumption in the

ordinary course of operations of the Board. a

5. Provisions

Provisiotts are recognized when the Board has a present obligation (legal or constructive) as a

result of a past event, it is probable that an outflo'w of resources ernbodying econ'ornic

benefits or service potential will be required to settle the obligation and a reliable estimate

can,be made of the amount of the obligation.

Whe{e thp Boatd expects some or all of a provision to be reimbursed, for example, under an

insurance contrac! 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.

Co nti n ee ryt I io b il it i es

The Board does not recognize a contingent liability, but discloses details of any contingencies

in tt e notes to the financial statements, unless the possibility of an outflow of resources

ernbodying economic benefits or seryice potential is remote.
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SIGNIFICANT ACCOUNTING EOLICIES (coNTINUED)

of the period in which the change occurs'

6. NAture and purpose of reserves 
--.:-6mpnrq

TheBoardcreatesandmaintainsreservesintermsofspecifict.equirements.

1 . Changcs.in accounting policies and estimatcs'

.fhe Board recognizes the effects of cha*ges in accounting porioy retrospectively' The eft'ects

of changes in accounting poricy ar" oi'pliea prospectively if retrospective application 'is

imPractical

beconre PaYable'

Conlingent assets ;es details of a possible asset

The Board does not recognize a contingent asset but disclos

whose existence is contingent on the ocourrence or non-occurrence of one or more uncertain

rut, re evenrs not whory -]:r,:ll,::*'r"T:,ffiffT j:,j[ ;:::],I,i:ili
shtements' Contingent assets are asses 

ecome virtually certain that an

appropriately "flt"ta 
in the financial staternents' If it has b

inflow of economic benefits or service potentiar w,r arise and the asset's value can be

measured reliabry, the asset and the related revenug are recognized in the financial statements

,!

nefrts - Retirement benefit plans

;r. r-:ffi:::.Hil.;;;r its emprovees and directors' Denned contribution

plans are post-emproyment benefit plans under whioh an Board pays fixed contributions into

a separate Board (u tuno), and wi, 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 ernployee service in the current and prior periods. The contributions to fund obligations for

,h.puy*"ntofretirementbenefit,*".nu,*edagainstincomeintheyearinwhichthey

34lPaue



Meru Couttty Alcoholtc Drinks Control Bourd
lleports and Finoncial Statements
For the Year ended June 30. 2021.

FIGNTFICANT ACCOUNTING POLICIES (CONTINUED)

Defined benefit plans are post-employment benefit plarrs other than defined-contribution

plans. The defined benefit funds are actuarially valued tri-annually on the projected r.rnit

credit method basis. Deficits identified are recovered through lump sum pdyments or

increased future contributions on proportional basis to all participating employers. The

contributions and lurnp sum payments reduce the post-employment benefit obligati.on.

9. Foreign currency transaction

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

the date of the ffansaction. Trade creditors or debtors denominated in foreign currency are

reported at the staternent 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 crcditors at rates different from those at which they were initially recorded during the

period, are recognized as income or expenses in the period in 'ivhich they arise'

10. Borrowing costs

Borrowing costs are capitalized against qualiffing assets as paft of property, plant and

equipment. Such borrowing costs are capitalizecl over the period during tvhich the asset is

bcing acqgirer1 or constructed and borrowings have been incurred. Capitalization ceases rvhen

construction oFthe asset is cornptete. Further bomowing costs are charged to the statentent of

financial performance.

lI. Rclatcd Parties

The Board regards a related pal'ty as a person or an Bonrd rvith the ability to exert control

individualty or jointly, or to exercise significant influence over the Board' or vice versa'

Mernbers of key management are regarded as related parties and comprise the directors/

Irustee, the Fund Managers and Fund Accountant
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Meru Coutrty Alcoholic Dr.inks Control Board

RtPP rts and Financial Statements

For ended June 2021.

SIGNIFICANT TTNTINC POLICIES (coNTINUED)ACCO

12. Cash and cash equivalents

Cash anb cash equivalents comprise cash on hand and cash at bank, shott-terrn 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.

13. ComParative figures

Where necesssry comparative figures for the previous financial year have been amendeil or

reconfigttrcd to confonn to the required changes in presentation'

14. Events after the reporting poriod

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

15. Ultinrate and Holding Board

I

I

a

The Board is a county Public Fund estabtished by Meru County Alcoholic Drinks control '

Act of 2016 under th;ilp;;ent of Culture' Its ultimate parent is the County Government

,t

of Meru.

16. CurrencY

The financial statetnents are presented in Kenya Shillings (KShs)'
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Reports and Financial Statements
For the ycar cndcd June 30,2021.

SIGI\-IFICANT ACCOUNTING POLICIES (CONTINUED)

17. Significant judgments and sources of estimation uncertainfy

The preparation of the Board's financial statements in conformity with IPSAS requir'es

ntanagernent to nrake 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 assunrptions and estimates

could result in outcomes that require a material adjustment to the carrying amoqnt of the asset

or Iiability affected in future periods.

a) Estimates and assumptions

The key assumptions conccrning the future and other key sources of estimation uncertainty at

the reportin g 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

Board based its assumptions and estirnatestn parameters available rvhen ths consolidated

financial statements were preparEd. However, existing circumstances and assumptions about

future developments may change due to market changcs or circunrstances arising beyond the

control of the Board. Such changes are reflected in the assumptions rvhen they occur. IPSAS

1 .1 40.

lr) Useful lives and residual values

The useful Iives and residual values of assets are assessed using the following indicators to

irifonn potential future use and value from disposal:

i) The condition of the asset based on the assessment of experts employed by the Board

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

processes

iii) The nature of the processes in which the asset is deployed

iv) Availability of funding to replace the asset

v) Changes in the market in relation to the asset

,

I
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Meru County Atcoholic Drinhs Conttol Board

Rep.orts and Flnancial Statements

For the r ended June 30 2021.

SIGNTFICANT ACCOLNTING POLICTES (CONTINUED)

c) Provisions

availablc. ,!1. -- ,_

provisioni are measured at the management's best estimate of the expenditure required to

settle tlre obligation at the reporting date, and are discounted to present value where the effect

18 Prlor Period Accounting Errors i

prior period errors are orrissions from, and rnisstatements in prior period t'rnancial staterirents

resulting fronr failure to use or the misuse of, reliable information that was available' 
:t :"1'1

be reasonably expected to have been obtained at the time of preparation of those finahcial

statements (lAS 8).

At the beginning of l't July :2l]g,the accurnu-lated surplus was understated by Ksh 50'000

since one month rent was not previously recognized as a Prepayment in the statement of

financial position, therefore, understating assets and net assets consequently' Ilowever' the

ri -,--- ^^--^^+i^- ^f ,

adjustrnents were made as per IAS I that allows correction of prior period erors'

i

l

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

a
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Meru Connly Alcottolic Drinks Control Board
Rcports and Finnncial Statements

For the ycar ended June 30,2021.

14. NOTES TQ THE FINANCIAL STATEMENTS

1. Other Income

2. Fund administration expenses

3. Strffcosts

37,824,540.00

37,824,540.00

16,375,31 L00

1r.00I

36,793,262.00our Licences
36,793,262,00'fotnl

17 ,946,97 4.00
StatT costs 3)

17,946,974,00Total

5.00t3 t58
Salaries ancl wa

76.00
Staff I

00
Staff traini nses

I 975 r 80.00o
contributionSocial securi

339
Other staff costs

16,375,311.00
Total

39 ll)ace

:iiiilil: " :' zit?tiipu?
:r:'.: r- . l,islrs

1"tr,5S-1.(rl 1.00

' I(Slts

3,283,33 3.00

80,000.00

17,946,974,00
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Meru Couttty Alcoholic Drinks Control Board
Rep_orts and Financial Statements
For fhe year ended June 30,2021.

NOTES TO TTIE, FINANCIAL STATEMENTS (CONTINUED)

4. Gcneral expenses

Consumables 0 0
Electricity and lvater expenses 95,798.00 10,295.00
Fuel and oil costs 1,050,043.00 840,443.00
Insurance costs 0 0

Postage 0 0

Printing and stationery 5 89,65 5.00 1,451,962.00
Motor Vehicle re;rair 0 309,6 r 3.00
Rental costs 600,000.00 600,000.00

0Security costs 0
'l'elecornmunication 694,500.00 679,620.00

'Bank Charges .+3,51 1.00 41,040.00
Flospitality 3,378,618.00

Depreciatiorr and amortization costs 1,044,270.00 1,044,270"00

Otherexpenses 21,01 I,682.00 25,9 16,009.00

25,129,459.00 31,171)769.00
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Meru County Alcoholb Drinks Control Board
Reports and Financial Statcments
For thc year ended June 30, 2021.

a

NOTES TO THE FTNANCTAL STATEMENTS (CONTINUED)

5. Cash and cnsh oquivalents

Detailed analysis of the cash and cash equivalents are as follows:

13,530,143.008,291,242.00Current account

13,530,143.008,291,242.00'fot:rl cash and cash equivalcnts

a) Current account

7,088,1 I 8.00
6,435,328.0001 14141884430ICooperative Bank

),203,124.00
7,094,81 5.00063000039s70Farnily Bank

13,530,143.008,291,242.00Sub- total
8,291,242,00 13,530,143.00Grand totrl

4IlPnEe
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Meru Couttty Alcoholic Drinks Control Board
'Reports and Financial Statements
For the ended June 2021.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUBD)

6. Prepayments

50,000.00 50,000.00Prepaid rent

50,000.0050,000.00Total

42lP a s. e
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Alcoholic Drinks Conttol Board
Meru CountY

Reports and Financial Statements

Fo r the ended June 30, 2021.

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

1. ProPertY, Plant and equiPment

?162500.00 730,948.00
199,800-00 3,293r48.00

13,390,306.00
118?827s.00

19,551 ,147.00
0

01At l't JulY 2019 8 75.000
,147.00Additions 0

514 10,884.00
0 300$00.00

1860 ,884.003,150,000-00 5,410,884.000 300,000.00
At 30th June 2020 30

At l't JulY 2020
0

Additions 0

5,410,884.000 300,000.004.001860,88
3,150,000.00_0

1202June3othAt 2,248,978.0099Boo.0o
574,078.00and im 1,044,2'70.001,57 5,000.00

990
156,870.00

778At l't JulY 2019
0

3,293,248.00

0

0 199,800.00
730,,94 s.00202030thAt 7,362,500.00 99,900.000
156,870.00

At 1't JulY 2020 787,500. 00
0
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Meru Coruty.4lcoholic Drinks Control Board
Reports and Financial Statcments
For the r ended .Iune 7021-

0Disposals

0lmpainlent
0Transfer/adlustment

299,700.00 4,337,518.00887,818.000 3,150,000.00At 30th June 2021

Net book t'alues

100,2c0.00 2,1L7,636.001,229,936.0A787,500.000At 30th June 2020

300.00 1,073J66.001,073,066.000At 30th June 2021

E
€
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l'lern Coutrty Atcohotic Drinks Contol Board

Ile;lorts nttd Fittartcinl Statcnrcnts
1.For thc year ended June 30,202

8. Cash gcnerated from oPerations

(12,722,540.00)6,283,170,00)ur bcfore taxSu lus/ (deficit) for tlte

Ad tustctl fbr:

044 270.00270.00Depreciation

1,678,270.00)lesactivimfro oac hs flow tingctN
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Meru Coang Alcoholic Drinks Control Board
Reporfs and Financial Statements
For the
15. PROGRESS ON

''The 
boafd has not )€t

progress report

ended June 2021.
FOLLOW t,IP OF PRIOR YEAR AUDITOR'S RECOMMENDATIONS
received audited certificate for the FN 2019-2020, hence, the board is not in a position to update the table for the

t
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