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MERU COUNry MICROFINANCE CORPORATION

Annual Report and Financial Statements for the year ended June 30,2024

l. Acronl'ms' Abbreviations, and Definition of Key Ternrs

A: Acronynrs and Abbreviations

CBK
CECM
CEO
CO
DG
ICPAK
IPSAS
MD
NT
OAG
OCOB
OSHA
PFM
PPE
PSASB
SAGAs
SC
WB
MCMC

Central Bank of K.enya
County Executive Committee Member
Chief Executive Officer
Chief Officer
Director General
Institute of Certified Public Accountants of Kenya
International Public SectorAccounting Standards

Managing Director
National Treasury
Office of the Auditor General
Office of the Controller of Budget
Occupational Safety and Health Act of 2007

Public Finance Management
Property Plant & Equiprnent
Public Sector Accounting Standards Board
Semi-Autonomous Govemment Agencies
State Corporations
World Bank
Meru County Microfi nance Ccrporation

B: Definition of Key Terms

Fiduciary Management- Mernbers of Management that are directly entrusted with the

responsibility of financial resources of the organization.

Comparative Year- Means the prior period.

lt
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2. Ke.v- Entity Information and Management

(a) Backgroundinformation

The Corporation is constituted as per the constittrtion olKc'nya through an act oithe County
Assembly of Meru (Meru County Microfinancc Act of 20 l4) and is headed by the Managing
Director, who is responsible lbr the general policy and strategic direction of the corporation.
The Corporation is domiciled in Meru County and has branches in Meru, Maua, Nkubu. Laare.
Timau. Mikinduri and Muriri.

(b) PrincipalActivities

The principal activitics of the entity arc to providc nricroflnancc and rclatcd serviccs to snrall and
rnediunr businesses in Kenya.

Vision
To be the model microfinance institution olfering quality and alfordable trnancial products to its
customers.

Mission
To provide enhanced tlnancial serviccs that irnprovc tlrc lir ing standards of low-inconrc households

Values
o Efficiency
o Teamwork
. Professionalism
o Transparency
o Accountability

Key Management

The Entity ir day-to-day management is under the tbllowing key organs

Details

Accounting offlcer/MD

Managcment

(c) FiduciaryManagement

The key managernent personnel who held ofiicc during thc tlnancial vcar ended J0'r' June 2024

and who had direct fiduciary responsibility wcrc:

Des ign ation \anre

AC. MD I)aniel K. Muthuri

No.

I

)

-l

No.

I

) Head of Human Resource

l

[:dith Kalril

Iloarcl ol'[)ilectols

L
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\o. Des igna t io n \anre

.1 I lcacl ol' l)rrlcttrcrtrcttI Ibrahinr Ircri

5 ['.ric KinyuaIlcad ol' I( l'

(d) EntitvHeadquarters

P.O. tlox 256.1 - (r0l(X)

Mcru County' Maisone ttc Btrtltling

Mcnr. KENYA.

(e) Entity Contacts

Tclcphonc: 0771 lll 015

li-nraiI: in Iokr cottntvrtt icro ll rtatlcc.1lo. kc

Wcbsite': wwu .counlynt icro Iinarlcc. go. ke

(0 Entity Bankers

I . Kenya Cornrttcrcial Bank

Haile Selassic Ar, cnttc

P.O. Box lTtl - 60200

MERU. KEN}'A

2. Other Banks

ABSA Bank KenYa PL('
P.O.llox -10120 00100
Nairobi

(g) lndependentAuditor

A ud itor-General

OtUcc of thc Auditor Gcncral

Annivcrsary Towcrs. tJnir crsitl' \\'a1

P.O. Box l00tt4

GPO 00100

Nairobi. Kenya

l\
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(h) Principal Legal Adviser

i) The Attorney General

State Law Office and Departmcnt of Justicc

Harambee Avenue

P.O. Box 401l2

City Square 00200

Nairobi, Kenya

ii) County Attomey

P.O. Box I20

Meru. Kcnya
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3. 'l'he lilrard ol'l)irccltlrs

Photo Year of birth and experiencel}rra rtl
ualil'ications

Samuel Gitonga Mutungi -
Chairpersott
Fe-llorv KcnYa lrtstittttcntlt'
Bankcrs
Fcllou KcrtvaCotttPtttcr
Socicty
Paul llarris fjello"r'
MSC Busincss Systcttts
Analysis & Design(('ity
Univcrsity l-onclon)
tl.E.D (Maths & Btrsincss)

Catherine Kendi Kiecha -
Vice-Chair
MtlA ["inancc tlption
Bachclrlr trt' ('otttntctcc
Accounting optit.rn

CP,A K

Benjamin \'Iuketha
Memhcr
Mastcr ol'l]usincss
Adnri nistrat iorr( lV1 IJ.,\ )

Rachclor ol'..\rts( Hons )

Daniel Kimathi - Ag.
Managing Director
BBA Accouttts:
CPA(K) antl Metttbcr ol'
lnstitutc ot'('crtiIlcd Public
Accountants( l('PAK)

Year of Birth - 1954

Sanruel Mutungi has over 30 ycars' cxpcricrlcc

in ICT and corporate business leadership. IIc
has sen-ed in l'arious key executive lnanagclllcllt
positions at Co-Operative Bank of Kenya

including Dircctor Operations, Dircctor Rctlil
Banking. Director Corporate Banking antl ('lricl
Manager lCT.

Year of birth - 1988

Ms. Catherine Kendi Kiecha has ovcr l0 ycars'

cxperience in Finance Managemcnt ancl

Accounting
She serves as the Chairperson of both Auclit lnd
Risk Committee and Resource Mobilisatiorl
Committee and is a member of Financc

Committee and Human Resource Comtnittcc of
the Board

Year of birth - 1964
Business Executive with over 20 years'

experience in senior management of largc

corporations
Extensive knowledge and experience in

technology. operations and business

development
Board level experience in initiation.
coordination and execution of business stratcgy

He is the Chairrnan of both Finance Conlnrittce
and Human Resource Committee and is a

rnember of Audit and Risk Committee ancl

Resource Mobilisation Committee of the []oarcl

Year of Birth 1978 - Over l5 years' expcricncc

in Finance and accounts and managemcnt

\'l

\anrc and
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Mana ment Course - KSG

Ye'ar ol birth - I 9ttti
Over l0 ycars'cxpcricncc in lcgal practicc.
rnanagerrent and corporate go\,crnancc

\

lrah K. Nkuubi - Legal
Officer/Secretary
Bachelor of larvs. UON
Diplonra in la*'. Kcnya School
of law
Devc loprne n t

programme/Se n ior
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.1. Kel llanagetltent'l'e:rnt

l)hottr

-,

\l:t nagcr's \ a tn e an tl
ualilications

Daniel Kirrrathi - Ag. Managing
Director
BBA Accounts:
CPA(K) antl Mcrttbcr ol'Institr'ttc ol
Certiflcd Public
Accountants( ICPAK )

Year of Birth and Experience

Year of Birth 1978 - Over l5 years'

experience in Finance and accounts

Salesio Miriti
Timau
Msc Agricr,rltural
Managenrcnt. BSC'

M anagen)ent

[]ranch Managcr - Year of Birth 198 I - l3 years'

experience in banking and Project
management

3
Martin Ntuara Branch Manager -
Meru
Bachelor of Cotrrnrcrce Marketing

Year of Birth 1982 - l3 years

banking experience

Edith Kaaria . tleacl of tlu
Resource
Bachelor ol' Arts. Economics
Sociology
Post Graduate Diploma in HRM

Year of Birth 1983 - l3 years'

experience in Human Resource
practice

nla n

and

\ l
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Eric Kinyua - ICT Manager
Bachelors of Scie'ncc in
Mathematics and Conrputer
Science,20ll
Masters of Science in Computer
Systems Cont.
CCNA - 20I6
ITIL - 20 I7
PMP -2020

l3 years of experience implementing
technology projects. developing
product requirements, analysing
suppon strategies and processes to
f'ac ilitate improved operations and
efliciency

Year ol'birth I 989

Irah K. Nkuubi - Legal
0fficer/Secretarv
l]achelor of lari s. UON
Diploma in lau. Kcnyu School ot'
law
Dcvclopment prograr-nnrei Se n ior
Management Course KSC

Year ol birth - l9tiil
Orer l0 ycars' experience in legal
pract icc. nranagement and corporate
governance

l\
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5. ('ha irnrit n's Statetnent

Meru County Microflnancc Corporation u'as created in 2014. through an Act of the County Assenlbly

of Meru. to provide Microllnance and rclatcd sen,ices to SMEs in Kenya. This corporation was opened

to the public on I 5th January 2016. Thc pcrlbrrnancc reflected in these statements covers one year of

operation: the period lrom l'' .luly 202-3 to -'l0th.lune 202'1.

In the fiscal rcporting periocl 2023-2014. tlrc f'orporation had a total budget allocation on County'

Goventrnenr funding of Kes.76 nrillion on recurrent expenditure. Out of this allocation, the

Corporation received Kshs.65.244.tt26. Fronr this arnount rcceived. Kshs.2,693,840 related to the

financial year 2022-202-3 but $'as recciVcd in the currcnt frnancial year under audit hence the

amount relating to the financial y'ear pcriocl *'as Kshs.62.5-50,986. The Corporation relies on the

revolving lirnd fiom ktan repayments to linance its developtnent expendittrre. The amount utilized

fbr lending lbr the period under revicw was Kshs.37.79l ,699.

The corporation has operatecl seven brarrches covering the larger Meru County. These branches arc

Meru. Maua. Laare. Timau. Nkr-rbu. Muriri and Mikinduri. The corporation has reached over 10,000

custoluers. with products covering both crcdit lhcilities and Financial Literacy.

The corporation is on a comrnendable gro\\'th trajectory. ln this regard the Corporation appreciates

the continued financial support fiom the ('ounty (iovcrnnrent and other Development Partners.

During thc pcriod undcr review. tlrc ('orporatir)n was suppolred by the County Government to

providc Microfinance and rclatcd scn'iccs to sr.lrall ancl rncdium businesses in Meru County.

\

*

The Mcru ('ounty Microtlnancc C'oqroration Act 2014 rccluircs the corporation to prepare financial

statenlcnts at thc end ol'caclt linatlcial r car'.
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CHAIRMAN,S STATEMENT(CONt'd)

Among the main challenges experienced during the period include inadequate and delayed disbursement

offunds by the County Executive and inadequate personnel. To address the issue ofinadequate funding,

the Corporation intends to mobilize additional resources externally from donors and other extemal

linkages. Additional funding through the budget process will ensure the staffing gaps can be addressed.

The Board will continue working closely with management to ensure realization of its vision. The

Board is committed to continue providing sound leadership to ensure extensive financial coverage

in order to meet and exceed the expectations of the people of Meru County.

Appreciation to Meru County Microfinance Corporation Management Team and staff for their

continued dedication in steering the Corporation. On behalf of the Board, staffand other

stakeholders, I thank the Meru County Government for their continued provision of the seed capital to

support the Microfinance. '

k Mutungiiton

CH A IRMAN-Board of Directors

xt
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6. Report of the Managing Director

-,

In the period under review, Menr County Microfinance Corporation achieved an average

performance. This performance has been driven by a disciplined growth strategy and a clear set of

strategic priorities. Our talents, capabilities. energy and capital have been geared towards the ultimate

goal of making our customers achieve their dreams.

Advances in computer technology, netrvorked communication and digitization has created both

extraordinary opportunities as well as presented challenges to businesses including our own. lt's

because of this reason that the corporation has invested in a robust operational system to enable us

take advantage of the opportunities as u,ell as overcorne sonre of these challenges. The investment in

technology will enable us make use of rrobile based disbursement of funds for convenience and ease

of access of our products.

The corporation also intends to diversify its products in order to take care ofother neglected sectors

of the community. The corporation intends to venture more into asset financing but targeting the small

and mediurn businesses like salons. kinyozi and bodaboda in order to benefit the young entrepreneurs.

The main challenges to effective implenrentation of the Corporation's Strategic Plan include

inadequate funding which presented major obstacle into achievement of 2023124 targets. The

Corporation will continue implementing the reforms aimed at enhancing service delivery, adhere

to the Covemment's Financial Management requirements while upholding strict Financial

Management Guidelines and application of best practice in management.

Moving forward, The Corporation intends to pursue the necessary approvals lrom the Central bank in

order to be a deposit taking Microfinance. This will ensure that the Corporation not only caters lor

the borrowers' end of the market but also the savers. Being a deposit taking Microfinance will ensure

\lt

h.
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REPORT OF THE MANAGINC DIRECTOR (Cont'd)

that the Corporation will be fully under the Ccntral bank regulations hencc rlore supcrvision and

accountability.

I wish to thank the County Govemmcnt of Mcru. Mcru County Assenrbly and the Covernrnent of

Kenya for their sound leadership and tinancial support in driving the ir-nplementation of the

Corporation's Mandate. I extend ourgratitude to the Board olDirectors for their invaluable support

and provisions of strategic leadership thal was crucial in achielenrcnt ol'the Corporation's

objectives. Finally, Ialso wish to applaud the cornrnitrnL'nt. coopcriltiorr and profbssionalisnt of the

Management team and the entire stafl'of Meru County M icrotlnance Corporation.

I)aniel Kimathi
Ag. Managing Director

\ l

h.n {il,
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7. Statement of Perfornrance against Prcdetermined Objectives for FY 202312024

lllct.tt Cerrttt.t. i\l it,t.olitru trt t' Cot'ltorutiotr has -l stratcgic p illa rs and objcctivcs within its Strate gic Plan

lirr thc FY 202212021- 2026i1017. Tlrcsc stlatcgic pillars arc as lollows:

Pillar 1: Market Penetration

P illar 2: lnstittttional Dcvclopntcnt

Pillar 3: Resortrce Mobilization

Mertt Coutrt.t Mic.trtlitruncc Ctsrportttiotr ricvclops its annual work plans based on the above -3 pillars

Assessrnent of the Boarci's perfomrance against its annual work plan is done on a quarterly basis.

Ohjective Kcl Pcrformancc
I ndicators

.\ctir ities Achicve lrte nls

Market
Penetrat
ion

lnstitutio
nal

Develop
ment

Serving and

developing
appropriate
products and

using effective
delivery chan nels

Developing a

highly qualified
and motivated
staff as well as

the support
systems

o Number of
p rod u cts

o Number of
product
evaluation
reports

. lncrease

branch
network

lmplement the new products

approval procedures manual

Eva lu ate and revise current
prod ucts as necessa ry

Develop and market sector

focused products based on market
studies

Develop and implement a Product
monitoring system

o Protlucts
. lncrcasctl

branch
nct r.r tlrk

o

a

o

a Fully

operotionol
organizotionol
structure
Operoting
Policies ond
Procedures

r Final Organogram chart
o Board Charter
r Board oriented on and

knowledgeable of roles,

responsibilities, reporting and

a uth o rity
r Staff oriented on and

knowledgeable of roles,

responsibilities, reporting and

authority

a

a

Final

Organogra
m chart

Policies and
p roced u resa

xl\

o
l

-l

Stratcgi
c Pillar
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REVIEW OF MERU COUNTY MICROFINANCE CORPORATION PERF-OMANCE FOR
FY 202312024(Cont'd)

Reso u rce

Mobilization
Build a wide
range of
strategic
pa rtn ers h ip s

o Conduct
studies on
potential
networks,
linkages and
pa rtners

o Develop and

d isse m in ate
concept
papers and
presentations

o ldentify and
approach
networks,
linkages and
pa rtners

o Establish

functioning
networks,
linkages and
pa rtn ers

Esta blish
functioning formal
pa rtnersh ips

o Number of potential partners
identif ied

o Number of concept papers

developed and disseminated
e Number of presentations made
r Number of established

partnerships and linkages

Monetary value of partnerships
developed
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8. Corporate Governance Statement

Cood corpoftlte governancc is kcy- to thc intcgrity ot'Microlinance institutions and for their stabilitv
(iorporatc 

-qovcr;ancc plays a lcacling rolc in uraking ceftain how corporations and their boards and

,runug",r.i1t arc directecl, conlrollcd ancl hcld to account. Corporate Sovernance lhcrclirrc

.n.on1purr.5 thc systems. practices ancl proccdr,rres by rvhich the individual corporation regtrlatcs

itself in ordcr to rctnain contpctilivc. c'thical. strslainablc antl f air.

The Uoarcl ol'Meru County Microllnancc ('orporation lilllows principles olopenness. integrity and

accountability in its stcwardslrip ol'the conrparly af lairs. It recognizes the evolving nature of cotptlralc

governancc and assesses the compan-y's corttpliancc u'ith gcncrally accepted colporate govcnlallcc

f,racticcs <ln a rcgular basis clircctl-"- ancl through its board contmittees and nratragement. Thc rolc ol'

the board is to cnsure contbrnrance bv lircusing on and prol'iding the conlpany's overall strategic

clirection an<J policy rnakrng as ilcll irs pcrlirrrnance rcvicw through accountability and cnsuring

appropriatc rnonitoring and supcrvisiorr. 
-fhc 

boarcl is also rcsponsible lbr thc overall systetll of
internal coltrol and lor thc rcr icu'in-u its cl'lcctivencss. Thc controls are designed to both safcguard

the corrpanv's ilsscts and ct'tsttrc thc re Iialrilitl"of tjnancial information.

A ntanagentcllt team comprising olthc rnanaging director. heads of departmcnts and senior staff rrlcct

regularly to considcr issucs olopcratioltal and strategic itnportance to the conlpany. Here bclow arc

the key i'.otrr". of the existing corporatc qovcrnance practices which are reviewed and ilnprovctl on

a regular bas is:

I . Board ol' Dircctors

The board ol directors consist of seven directors who havc been appointed in accordance with the

Meru County Microfinance Act of 20 14. Thc chairperson of the board is a non-executive director and

the board tneets fonnally at least lour titrres a year.

The board is responsible lor sctting the direction ol'the corporation through the establishment of
strategic objectives. key policics atrd apprtlval of budgets. It rnonitors the implementation of stratcgies

and policics through a structured approach to reporting by rnanagement and consequent

accountabi lity.

The non-executive directors arc activell invollcd in bringing strong independent j udgernent on board

deliberations and discussions. These dircctors have a widc range of knowledge and experience of
local rnarkcts that is applicd to thc lomrulation of stratcgic objectives and dccision making' The board

meets regularly and retains tirll and ef'l'cctive control over the company in strategic, financial.

operational and compliance arcas.

To assist thc board in the discharge ol' its nrandate. board committees have been established. The

comrnittees are as follows:

(a) Finapce Cornmittee - Conrpriscs of Benjamin Mukctha. Catherine Kendi Kiecha and Dinah

Gaceri.

x \'l
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CORPORATE GOvERNANCE S1'A'l'EMENl' (Cont'd)

The committee provides guidancc to the board on llnancc'. ('rcdit. legal and ICT requirerrrents
for the corporation. lt also advises on financial corrtrols and cornpliancc' issucs of the company.

(b) Human Resource Committee - The con.rnrittcc compriscs of Benjanrin Muketha. Catherinc
Kendi Kiecha. The purpose of the Hurnarr Rcsoulces C'onrrnittee is to assist the Board in
fulfilling its obligations relating to hunran rcsoul'cL's issucs. including the evaluation and

compensation of the employees. succession planning and significant human resources
policies.

(c) Audit and Risk Committee - Cornprises of C'athclinc Kencli Kiecha. Benjamin Muketha and

Dinah Gaceri. The Committee is mandated to raisc thc'standards of corporatc gol'ernance by
reviewing the quality and etlcctivcness o['the intcrnal control systcn]s. the intc'rnal and

external audit functions and the quality o1'llnancial reponing.
(d) Resource Mobilization Comrnittce - Compriscs ot'Catherine' Kendi Kiecha, Benjamin

Muketha,.

Its mandate is to review current rcsource nceds and tunding gaps and pursue possible
funding opportunities for the Ciorporation.

Succession plan

The Governor/Executive who are the appointing authority have parameters in place to ensure that

the tenures of Board members are staggered to ensure a phased transition.

Board charter

The Board has developed and adopted a Board Chartcr. Thc Boarcl Charter detlnes

the role, responsibil ities and functions of the Board in thc sovcmance of the organization.

Process of appointment and removal of Directors

l. Meru County Microtlnance Corporation Board appointnlL'nt is in line with Article 6 of the Meru

C'ounty Microfinance Corporation Act.2014 and thc guidclines ol'thc Mwongozo ('ode of Conduct

2. The Board is appointed through a transparent and fbrnral process governed by the

overriding principle of merit.

-3. The Board has seven members who are lbrmally appointed to the Board through a

Gazette Notice.

4. Managing Director is a Board menrber rvith no voting rights.

5. Board appointments put into consideration the rrrix ot'skills and competencies required lbr the

achievement of the organizations long ternr goals.

\\ ll
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(r. Tlrc []oartl ntcntbcrslrigr hus at lcust onc tltirtl ol'tlrc Ilolrrtl nlcttrbcrs who are indepcnclent

upon appointlrent and maintains thcir irrdcpenclence cluring their term of servtce.

7. Thc rcrrroval ol a Boarcl nrcrnbcr is lrasccl on n on -pcrlilrntance. non-attendance of

mectil.lgs. uncthical c6nduct ()t ils \cl ortt itt lttt) c()nstittltivc doCutnents or

applicable larv

Roles and functions ol'the Board
Tliesc arc:

(a) Ensurc propcr ancl e l'llcicnt exclcisc ol'thc pou'ers arrd perlbrntarrce of the functions of thc

Corporation;
(b) Uphold the vision ancl tnission ol'the C'orporation
(c) Provide stratcgic guidancc to thc ('orporation and ensure el'fective organizational planning

(d) Advise the nranagemcnt of thc ('orporation gcnerally on the exercise of the powers and thc

perfornrance ol thc functions ol'thc Corporation
(e) Approve the cstirttates of tltc rcvctttrc and cxpe nditure of the Corporation

( D Ensure eft'cctivc and etljcicnt risk rltanagctncnt:
(g) Oversee the ttrattagenlent pcrlilrtllatlcc
(Lr) Pcrtbrnt such othcr firnctions as arc providcd tbr untler this Acl or any other written law

Board induction and training

The Corporation Board:

(a) Develops an induction progranllrc lbr tlew Boarcl tnembers.

(b) Ensures that a competence neecls asscsslnent is carried out and an annual

developtnent programme tor a Board ttlctnber is pttt

in placc.

The Board nrernbcrsi

(a) Ensure that they are up to date rvith colltinuous prot'cssional development in

their respective professional bodies.

(b) Rcccive regular briefings on lnattcrs rclevant to the Corporation, changes in laws

and regulations including governlnent policies and practices.

\\ ul
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CORPORATE GOVERNANCE S'[ATE M EN'I' (Cont'd)

Board and member performance

l. The Corporation's Board has;

(ir) Determined its perlormance criteria.

(b) Undertaken an annual evaluation of its performance.

2. The evaluation covers the Board as a whole. its conrnrittees and individual members

Conflict of interest

The Board have ensured that a policy on the managerne'nt ol'conllict of interest is in place.

The Board members;

(a) Declare any real or perceived conllict ol interest with the ('orporation upon

appointment to the Board.

(b) Declare to the Board any real or pcrccivcd conllict ot'interesr that may

subsequently arise.

(c) Do not take part in any discussions or decision-rnaking regarding any subject or

transaction in which they have a conflict of interest.

(d) Do not influence in any manner decision making on irny matter in which they have interest

Board remuneration

The Corporation has established a formal and transparent rcmuneration policy and

rcmunerate Board members fairly, ethically and rcsponsibly. The Corporation ensures that the

remuneration policy is as per the Covernnrent regulations. The rcmuneration policy lbr

Board members clearly stipulates the elements of such re nluneralion including sitting and

other allowances.

Ethics and conduct

The Board;

(a) Ensured that a code of conduct and ethics wtrs dc.vclopccl.

(b) Ensures that all members ofthe board subscribe to the codc ofconduct

and ethics.

\t\
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(c) I{cvicu s lhc codc ot'contlttct atttl ctltics lls llcccssar\'

(d) Proruotc cthtcal condtrct and sattctitrtt tttiscotttlttct.

I nternal Controls

The corp6r'ation has itlplcnlentc(l an(l rrtailrtaittctl intcrttal controls desrgned to providc reasonablc

assqralcc as to thc intcgrity and rcliability'ol'thc financial statcments and to adequately sal'cguard

ancl ltaintain accountability of thc contpany's lsscts. Suclt controls are based on established policics

and procct.lures ancl arc irnplcrnenlcd b1 traincd pcrsotlncl u ith appropriate segregation of duties.

Thc cl'lcctilcncss ol'the systellt of intcrnal corltrols is tttonittlred regularly through operational

lnectilrgs and thc annual extcnlal atrclit.

Going concern

The clirecrors conllntr that thc corporatiorl has adcquirtc res()urccs to contlnue in business for thc

lilresccablc tirtlre arrd thcretorc thc corrtinuccl use ol qoing concem as a basis of preparing the

tlnancial statcnrcnts.
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9. Management Discussion and Analysis

The Meru County Microfinance Corporation (MCMC)u'as established by the MCMC Act. 2014 of
the Meru County Assernbly. Meru County Microfinancc ('orporation (MCMC) can sal'cly be

considered a product ofKenya's national long-ternr devclopnrcnt policy. the Kenya Vision 2030.
The Meru County Microfinance Corporation is a noblc initiativc olthe Meru County Government.
created to provide affordable and convenient credit to thc low-income households in the County
The purpose of the institution as provided tbr in the Act is providing tinancial scrviccs to Micro. Small
and Medium enterprises in order to:

a) Promote local business and investment growth:
b) Enhance access to capital and credit and tlnancial services to micro. srnall and mediunr

enterprises;
c) Reduce poverty and unemploynrent:
d) Promote local economic $owth.

The banking industry in Kenya experienccd a major shrli rvith the arncndtnent ot'the Banking Act in
August 2016 to cap the lending rates to a rnaxirnurn ol'.1.0 per ccnt above the Central Bank Rate

(CBR), and deposit interest rate floor ol'709', of that basc rate. Thc implementation rvhich began in
Scpternber 2016, resulted in a substantial decline in thc intcrest ratcs. Additionally, it also led to a
significant reduction in margins agairrst static opcratilrg cxpcnditurc. Kcnya's banking sector will
continue to be shaped by stricter pruclential and cotrduct regulations.

In order to be more competitive and also ensure cheap acccss to crcdit fbr the low-income earners,

the Corporation through the Board meeting held on )7'r'August 20 lti rcsolved to rcview the intercst
rate charged to its customers from l5 percent to l2 perccnt. This rvas to ensure greater accessibility
of cheap credit and also more visibility tirr the Corporation. Tllc ('orporation was able to disbursc
Kshs.37 Million during the financial vear.

Digital Transformation has been an on-going proccss w'ith an investrnent olover Ksh. 25 Million
towards a stable core banking systenl and branch connectivity. The C'orporation invested in this
Core banking system so that all the departnrcnts can bc linkecl and cnsure more ctllcicnt capturing
ol'data within the Corporation.

\\l

The board and managcment of the Mcru ('ounty Microllnancc ('orporation has dcvclopcd a

srrategic plan. Driven by the need to ensurL' cxecution ot'its nranclatc by growing its client base, the

Corporation was in a position to build on the experic'nccs and knowledge gained so tirr and to tap

into the talent of its diverse staff and board to develop a plan to guide planning ancl opcrations into
the next five years. A participatory approach that includcd rctircncc to. consultation rvith and

irrvolvement of the rclcvant stakeholders - MCM("s board rnenrbcrs. statl. clients, parent county

department senior mentbers, county 8lovcrnment antl ovcrsight authorities - was adoptcd for the

dcvelopment of this plan.
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This strategic plan will sec that Meru C'ourrty Microflnance Corporation develops new products.

increase the disbursentent capacity by grcat margins. crlsure we have an undeniably huge media
presence. increase our custolrer basc. ancl rvith it. our lcnding capacity. and finally, see to it tha{

MCMC is convertcd into a dcposit takirrg lircility.

In orclcr to deliver on its nrission ol'pror itling financial scrvices that irnprove the living standartls ol
low-incontc households. a plan is proposctl that pursucs thc following threc strategic directions:

Markct Pcnetration: tly claril,rirrg the core nrarket to be served and developing appropriatc
products and using efl'cctivc clelivery channels.

Institutional Developntent: By devcloping a highly qualilied and rnotivated staff as well as lhc
support svstcnls that w'ill cnsure that MCMC is able to carry otrt its
nrandatc irr a professional rttanner.

Resourcc Mobilization: Builtl a rr idc range of stratcgic partnerships that will leverage their
resourccs on the capacity ol MCMC to ollcr flnancial scrvices to the low-incotne categories.

On Hunran Capital. thc Corporation invcstecl in recruitrncnl of top talent in the industry. for optirlal
perfurrrrancc of the business units and cf IL'ctive implernentation of its strategy. The Corporation has

ensurcd critical departnrerrts in the ('orporation u'ere tully lilled up such as the Risk and ICT
departnrcnts. Staflha',,c bccn u'cll traincrl in thcir spccif'ic arcas of spccialization. This was airnccl at

translirrnting Meru C'ountv Microllnarrcc rncrrrbers ol'stal'l'rnto bankers of the future - with superior
skill-sct. cnlranced prot'essional krrou'lcclge ancl a culturc that supports diversity of thought. The plan

has aligncd the staff hcadcount u.ilh stratcgic needs and in tandern with a vigorous performance
managelnent prograll that the Corporatiorr is cun'entlv inrplenrenting. The Corporation will continttc
acquiring top talent fiom the rnarket. cvcn as the growth continues.

x\
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10. Environmental and Sustainability Reporting

Mcru County Microllnance Corporation is committed to bcing a responsible corporation, not only on
httw we work with our customcrs but also in tcnns ol'hoiv uc contribute to thc widcr conrmunity
around us. We are conrmitted to ensure that our employccs n'ork lbr o socially responsible Cotporation
and that our approach to what we do retlects our pcople. Our activities as a cor?oration are
endeavoured to positively irnpacting on our conlmunity as w'cllas conserve the environment. During
the year under review. the Corporation was able to sponsor a necdy studcnt for studies as well as

sponsor Meru Hospice to be able to cater lirr cancer paticnts.

The corporation upholds its core values which enshrinc cthical business practices, compliance with
regulatory and other lcgal requirements and rcspect tbr hunranity. cornnrunities and the environntent.
The company's corporate social responsibility hinges on tlrree kcy pillars; the custorler, crnployees
and the community.

During the year under audit, the employecs havc beconrc an inrportant part of this noble objectivc.
The employees are the backbone of our succcss. The corporation olfers cqual employment
opportunity to all. The corporation has cnsurcd that thc L'mployces have a lhvourable work
e-nvironment. Training and developrnent of stall has contrnued to bc an inrportant aspcct ol thc
corporation. All staff are encouraged to attcnd both intcrnll and L-\tcrnal training scssior.ts in ordcr to
upgrade themselves technically and prol'essionally. Thc intcrnship prograrnrne has continued with
several students working as interns in various departnrcnts and are- drawn liom various colleges in
Kenya. The corporation has also provided general, life'and nredical insurance to all members of stall
and medical insurancc to their inrmediatc larrily menrbcrs.

Besides creating jobs to the comrnunity. we recogrrizc thc rcsponsibility to act rcsponsibly and
constructively as a member of these conrnrunities. We alu ays seck to create value and bring joy to
the people we serve. As a corporation we have rnanagcd to changc livcs of our custonrers through
providing financial and business advice tbr fiee. Our largct custolners are small and medium scale
traders and farmers, including women and the youth who are not usually served by the mainstreanr
banking sector.

il Sustainability strategt and prt[ile

Our approach to developing a sustainabilitv stratcgt' cn ta i ls social clcnrcnts such as divcrsrty. c.quitv

and inclusion, employee well-being. social rcsponsibility. lnd cthical supply chains. Wc ensure that

our sustainability strategies meet the nL'cessary econonric. con.rpliance and reporting requirements.

With this approach, clients can generate addcd value. rcinlorce stakeholder trust, and build resilient.

successful businesses. Our approaclr enrphasises tailoring solutions to in.rmediate needs whilc

considering the bigger picture of long-ternr sustainability.

ii) Environmental performance

It is MCMC's polrcy to conduct its business in a rnanncr that is cornpatiblc rvith the balanccd cnvironrncntal
and economic needs ol' the communities in rr hich it operutcs. Thc Corporation will engagc in sontinuous
cllbrts to improvc environrlental pcrfbrrnance throughorrt ils opclutirrrrs.

Accordingly. the Corporation's policy is to:-

\xl
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cornply rvith all applicahlc e.rrr ironrncntal larvs and regulations and apply responsiblc standartls

*'herc laus artd regulatiorts tlo ttttt cxist:

. cncouragc' conccrn atrd carc lttr thc e-nllrontlrent:

The C'orporation will always rnakc cf'lirrts to cnsure procurcntcnt and usage ol'products and services that

pronrotcs cnvirontrrcttt conscrratitttt tntl sLrstainahility

iii) Employee h'euare

The Corporation has the following policies in place to guide on the employee welfare which arc

sensitized to all employees fbr arvarcncss and conlpliance.

a) Recruitment & Selection Policl

Thc ('6rporation has a rccruitnrcnt arrcl sclcctiotr policy * hich guides on the hiring process. Thc

corporation employs and retains qualilicd and cxperienced personnel to clltry out its functions antl

ensurcs that the employecs derive satistirction lionr ernployntenl by olfering attractive remuneration.

good working conditions..iob security and opportunitics for advancement.

As a policy. all vacancies are advcrtised through the rnedia and website. During the selection proccss.

there is no pref'ercnce or pre'juclicc bascd on candidate's tribe. race. Sender. religion. political

affiliation or any othcr lirrrn ol cliscrintination. To achicvc this. the Corporation strives to maintain

its rcputation as good cntploycr both internallv and externally by upholding the principles ofjustice.

lairness ancl irrpartiality.

Recruitrnent and Selcction aims to scarch and hire suitable candidates to fill vacancies with the vicu'

to satisfying human resources needs. The scarch may be intcmal and/or external.

The policy stipulates that thc Corporatron rvill:

o Seek and enlploy indiriduals uho arc <;ualificd by job related standards of education'

vocational, training and cx pcricncc.

o Seek to employ pcrsons who shou, tlotcntial ol abiding to its core values.

o All appointments will bc rnaclc on the basis of ability best dernonstrated by recogniscd

qualification. training. cxpcricnce and rccruits nrust be people who can be trained to work in

a tranner that will contributc to thc cllcctiveness and objectives of Corporation.

r During thc sclcction proccss. thcrc shall be no prcfcrence or prcjudice on the basis ol'a

candidate's rribe, race. gcndcr. agc. political afflliation or ethnicity. The Corporation is an

equal opportunity employer.

b) Training & Development

MCM('bclieves rhat cnrployccs'arc its grcatcst assct and that lhc attainment of its mission dcpends orr thc

cfficicncy and ct'fcctivcncss of ils cntployccs. 1'lre ('orporation's lraining programlnes targets thc achievctrcnt

ol'this ob.jectivc.

a

x\l\
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c) Occupational Safety and Health Policy

a. In the interests of health and sat'ety, it is C'oryloration's policy to rnon itor the wellbeing of
all employees.

b. The Corporation's health and saf'ety policy and practices have been fbnnulated to iullll the
requirements of Kenyan Health and Saf'ety Lcgislation. In irnplerrenting this policy:

i) Adequate f'acilities and arrangements shall be maintained to enable employees to
raise issues of health and saf'cty.

Every employee is required to co-operate in the irnplementation ol'this policy. For
its success, total comrnitrrent is requirecl fionr every employee. Each enrployee is
required to take reasonablc carc fbr his/hcr own hcalth and safcty, and for the sat'cty
of others who may be aft'ccted by hisi hcr acts or onrissions.

v) Disciplinary action is to be- taken against anv cnrployec rvho lails to adhcrc to these

requirements or any ot'thc C'orporation's licalth and sal-cty practiccs.

iv) Marketplacepraclices-

The policy of Corporation is to corrrply with all Govcrnrncnt lau,s. rulcs and regulations applicable to its
business. All ernployees should deal fhirly with collcagucs. supplicrs. custonrcrs. eon.rpctitors trnd

stakeholders. The Corporation upholds the policy ofzero tolclancc on corruption in accordancc with thc public.

a\ Responsible Supply choin unl supplicr rclutiotrs

The Corporation has a procurement rnanual which acts as the lbcal point irr all supply chain and

supplier relations. ln addition to this the Corporation cnsLrrr-s compliancc with the Public Procurenrent

&Asset Disposal Act,20 l5 in totality throughout thc procurcrncnt processcs. The corporation has a

list of prequalified suppliers for supply of good and scrvices which is updated biennially through

xxv

The corporation is committed to ensuring that all members of stafTare provided with the training they
need to perform their jobs safely at all times. As such. thc corporation maintains and kceps under
review a list of training that is mandatory lor some or all staff rrrembers. and ensures that appropriate
training is available at the required intervals.
The corporation is aware that resources, including lunding. time. and ettective use of internal
cxpertise, will be required to achieve sllcccss in this area and theretbre committed to identilying and
allocating such resources as required. within the constraints placed on it.
Applications for staff training and developnlent activities are considered strictly on nrerit and
relevance.

i) Each employee shall be givcn such irrlirnration. instruction ancl training geared
towards creating a safc work envrronrncnl

ii) The Corporation shall ensurc that all proccsses and systems of work are designed to
take account ofhealth and safety, ancl are properly supervised.

ii)
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adverl iser.r.rcn t via nation dailics and wcbsitc. A rcport on all contracts issued is always subrnitted to

Public Procurcmcttt Regulatory Atrthorill' and thc records well nlaintained'

The Ciorporation ntairrtains goocl busincss practice by ensuring that contracts for goods, works ancl

services are clear and the suppliers' payrnents are settled as per the contract tenns and conditions.

c) Product stewardship

The Corporation ensures thal consurr.rcr right and intcrest are safeguarded by providing inforrnation
necessary for thcm to gain tull henellt linrrr services offercd. Further, right to protection of their

health. salety and cconomic intcrcsts. Thc Corporation has a customer service charter that highlights
the consurner rights and interests.

The Corporation also ensures that all thc products prcsented into the market serve the consumers as

expected and also encourages the consunrcrs to give leedback about their experience with variotrs

products and that inlbrrnation is usecl lirr {irrther inrprovements. Similarly, consumer rights. intercsts

and satisfaction are kcy consideration during the product developrnent and roll out into the market.

v) CorporateSocial Responsihilitl'/Ctttnmunitlt Engagements

The Corporation is scnsitivc to thc ncccls of'thc cornnrunrty and other stakeholders and will within its nlcans

support charitable causes or parricipirtc in corrrnunity progralns airned at improving their welfare.

The Corporation projccts an intagc o1'a caring and rcsponsrblc Organisation in furtherance of corporatc

citizenship. The lollorving arc the charitablc er,'cnts that thc Corporation participated in the year 2023124.

t Supportcd Mcrtr llosprcc hosllital
This is a hospital that supports canccl paticnts. Thc support inrpacted greatly on the operations of thc hospital

in taking care ofphysical and psychological rvellbcing olthe paticnts.

. Supported a necdy stutlcnt at Meru National Polytechnic

Through the Corporation's support. thc said studcnt was able to continue with his studies

xxvl

b'1 Respottsible markcting und advertisemenl

The Corporation cndcavours t() crlsurc that all nrarkcting and advertisement comnrunications rcspt'ct

human dignity and not incite or condonc any lbrn.r of discrinrination or promote anti-social behaviour'.

This is by promoting its products and scrvices in a way that prioritises ethical, sustainable and socially

conscious principles; considering thc inrpact on consurllers, employee's society and environtlleltt.

Further. it ernphasises on transparcncy. tairness and accountability throughout the marketing process.

The C'r-rrporation ensulcs tlral it nralkcts rts products irt a wav that actual without claiming prcsence ot'

characteristics and attributes that arc ttot possessed by thc product.
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I l. Report of the Directors

The Directors submits their report together with the auditcd tlnancial statements tbr the year ended

June 30, 2024,which show the state of the t-trtitr".s altairs.

i) Principal activities

The principal activities of the Entity are to provide nricroflnance and related services to small and
rnedium businesses in Kenya.

ii) Results

The results of the Entity for the year ended J une 30. 2024. are set out on page I .

iii) Directors

The members of the Board of Directors who servcd durirrg thc year are shown on page vii and viii.

The board members serve for a renewable tcnlr of'thlcc- ycars. Thc extemal board mernbers were

appointed in the year 201 8 for a 3 year tenn which was rcnovcd in Dece nrber 2020, and which cxpired

in December 2023.

iv) Auditors

The Auditor-General is responsible for the statutory audit ol'thc Errlill in accordance with Article 229

of the Constitution of Kenya and the Public Audit Act.

Ilv f'thc []oard

a lR.A H NK uug(
tarv to the Board

xx\
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12. Statement of Directors Responsibilities

Section lll or. 164 ol the Public Finance Managcnrent Act, 2012 require the Directors to prcpare

financial sratentents in respect ol that /jrrli tr'. rvhich give a true and fair view of the state of affairs ol'

the l:ntin ar the end of thc tlnancial ycar ancl the operating results of the Entitt for that year. The

Directqrs arc also rcquirccl to ensurc that the 1i,r/ltl kceps proper accounting records which disclose

with reasonablc accuracy the tlnancial position ol'thc Ellllr'. The Directors are also responsiblc tirr

salcguarding thc assets of thc 1;rrlltr'.

The Directors are responsible lbr the prcparation and presentation of the Entin"s financial statements.

which give a true and fair view of thc stalc of atlairs of the Errtitu for and as at the end of the financial

year cn<Je{ on .lune 30. 1024. This rcsponsibility inclucles: (i) Maintaining adequate financial

ulana-qement arrangelnents and ensuring tlrat thesc continuc to be effective throughout the reporting

pcriod; (ii) Maintaining propcr accounting recorcls, which tiisclose with reasonable accuracy at any

tinre thc financial position of thc Entit."-: (iii) Designing, implementing and rnaintaining intcrrtal

controls relcvant to the preparation antl lirir presentation of the tlnancial statements, and ensuring that

they are free fiom ntaterial ltlisstatcnrenls. whcther due to error or fraud; (iv) Safeguarding the assets

of the Errlirr': (v) Selecting and applying appropriate accounting policies; and (vi) Making accounting

estimates that are reasonable in the circtrrlrstallces.

The Directors accept responsibilit_v- lilr the Errtll.r'l! trnancial statements, which have been prepared

using appropriatc accounting policics suppotled by rcasonablc and prudent judgments and estirnates. in

contbrrnity with lntcmational Public Scctor Acctlutrting Standards (IPSAS). and in the manner requircti

by thc PFM Act.20 l2 and lthe County (iovcmrnent Act) The Directors are of the opinion that the

Entit.t.'s financial statelxents give a true and fair view olthe state of the Entitt"s transactions during the

financial year ended June 30,2024. ancl ofthe Ertitlls financial position as at that date. The Directors

further contlnns the completeness of thc accounting records ntaintained for the Enti4,. which have been

relied upon irr the preparation ol'the l'-ntit.r".s flnancial staternents as well as the adequacy of the systelns

of intemal ll nanc ial control.

xxVlll
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ln preparing the financial statements, the Directors have assessed the entity's ability to continue as a

going concem. Nothing has come to the attention of the Directors to indicate that the Enlin'will not

remain a going concem for at least the next twelve rnonths fi'ont the date of this statement.

Approval of the financial statements

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

on its behalf by:

Name - Gitonga Mutungi

Chairperson of the Board

Namc - Daniel Kimathi

Ag. Managing Director

2024 and signedo-lx

xxlx
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REPORT OF THE AUDITOR-GENERAL ON MERU COUNTY MICROFINANCE
CORPORATION FOR THE YEAR ENDED 30 JUNE,2024

PREAMBLE

I draw your attention to the contents of my report which is in three parts

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

B. Report on Lawfulness and Effectiveness in the 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 the
Government achieves value for money and that such funds are applied for the
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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements Noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

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 of the Auditor-Ceneral on Meru County Micro/inonce Corporationfor lhe yso, .r7., t0 June, 2024

ielephone, + 254-( zo) 3zr4ooo
Email: info@oagkenya.go. ke

V te:www.oag kenya.go. ke



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Meru County Microfinance
Corporation set out on pages 1 to 43, which comprise the statement of financial position
as at 30 June, 2024, 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 lhe
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 Microfinance Corporation as at 30 June, 2024, and
of its financial performance and its cash flows for the year then ended, in accordance with
the lnternational Public Sector Accounting Standards (Accrual Basis) and comply with the
Meru County Microfinance Corporation Act, 2014 and the Public Finance Management
Act,2012.

Basis for Qualified Opinion

1. lnaccuracies in the Financial Statements

Review of the financial statements reveals the following;

The financial statements reflect comparative amounts which differ with prior year
audited financial statements as detailed below;

o

Component

Comparative
Amounts as

Per 202312024
Financial

Statements
(Kshs.)

Amounts as
Per 202212023

Audited
Financial

Statements
(Kshs.)

Variance
(Kshs.)

Statement of Financial
Performance
lnterest lncome 8,392,246 8,392,246
Fees and Other Charges 85,000 85,000
Use of goods and services 28,173,959 28,173,959
Employee Costs 58,042,302 58,042,302
Board Expenses 383,360 383,360
Depreciation and Amortization
Expense

4,588,820 4,588,820

Repairs and Maintenance 900,133 900,133

Report of the Auditor-General on Meru Counq' Microfinance Corporation for the year ended 30 June, 2024
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Component

Comparative
Amounts as

Per 202312024
Financial

Statements
(Kshs.)

Amounts as
Per 202212023

Audited
Financial

Statements
(Kshs.)

Variance
(Kshs.)

Other Payments 23,915,000 23,915,000
Statement of Financial Position
Revenue from Non-Exchange
Transactions

97,070,481 80, 1 55,481

The statement of cashflow reflects Note 18i against transfers from Other Government
entities. However, transfers from Other Government entities have been disclosed in
Note 6 to the financial statements.

t The statement of financial performance reflects Nil fees and charges and referenced
Note 9 to the financial statements. However, Note 9 to the financial statements
discloses fees and charges amount of Kshs.85,000 resulting in a variance amount of
Kshs.85,000 which has not been explained or reconciled.

IV The Statement of cash flows reflects other income amount of Kshs.28,370,000.
However, Note 7 to the financial statements discloses other income amount of
Kshs.16,915,000 resulting in a variance amount of Kshs.11,455,000 which has not
been explained or reconciled.

The statement of comparison of budget and actual amounts reflects total actual
revenue amount of Kshs.127,390,953 on a comparable basis. However, recast of the
revenue results in an amount of Kshs.124,390,953 resulting in unreconciled and
unexplained variance of Kshs.3,000. The statement further, reflects total actual
expenditure amount of Kshs.120,112,187 . However, a recast of the expenses results
in a total of Kshs.119,948,280 leading to another unreconciled and unexplained
variance of Kshs. 1 63,907.

ln the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

2. Long outstanding Receivable

The statement of financial position reflects receivables from County Government balance
of Kshs.82,005,505 as disclosed in Note 18 to the financial statements. However, the
receivables had been outstanding for more than four (4) years. ln addition, there was no
policy on the impairment of long outstanding receivables casting doubt on the fair
statement of the accounts receivables balance.

Report of the Auditor-General on Meru County Microfinance Corporationfor the year ended 30 June, 2024
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ln the circumstances, the accuracy and full recoverability of the outstanding receivables
balance of Ksh.82,005,505 could not be confirmed.

3. lnaccuracy of Loans Due from Customers

The statement of financial position reflects loans due from customers balance of
Kshs.134,387,239 as disclosed in Note 20 to the financial statements. The balance
includes loans due amounting to Kshs.94,258,429 whose repayment period had lapsed
but were still not repaid. Further, no provisions have been made for bad and doubtful
debts. Detailed loan ledger for the outstanding loans as at 30 June, 2024 was not provided
for audit review. Review of the Board meetings file of the Corporation revealed that the
finance committee had no sitting during the year and quarterly reports for non-performing
loans as at 30 June, 2024 were neither discussed nor provided for audit.

ln the circumstances, the accuracy and recoverability of loans due from customers
amounting to Kshs.'134,387,239 could not be confirmed.

4. Property, Plant and Equipment

The statement of financial position reflects property, plant, and equipment balance of
Kshs.2,638,776 as disclosed in Note 21 to the financial statements. However, included in
the assets are motor vehicles, motorcycles computers, and related equipment which the
Corporation indicated that are fully depreciated. However, Management did not provide
a revaluation report for the assets since the said assets have been insured and are in use
despite rndicating that they are fully depreciated. Further, the assets ownership
documents were not provided for audit review.

ln the circumstances, the accuracy, completeness and ownership of the property, plant,
and equipment balance of Kshs.2,638,776 could not be confirmed.

5. Overdrawn Account and Netting off of Bank Balance

The statement of financial position reflects cash and cash equivalents balance of
Kshs.101 ,388,729 as disclosed in Note 17 to the financial statements. lncluded in the
bank balance is one (1) bank account with an overdraft balance of Kshs.552,261 .37 which
has been netted off resulting to bank balance of Kshs.101 ,388,729 contrary to Section
28(4)(5) of the Public Finance Managemenl4ct,2012.

Further, the overdrawn amount of Kshs.552,261 .37 was not supported by any approval
from the Board or The National Treasury contrary to Section 1 19(4) of the Public Finance
Management Acl, 2012 which limits the powers of an Accounting Officer of a County
Government Agency to overdraw bank account beyond the limit authorized by the County
Treasury or Board of a County Government entity.

ln the circumstances, the accuracy, completeness, and existence of the bank balance of
Kshs.101 ,388,729 could not be confirmed. ln addition, Managementwas in breach of the
law.

Report of the Auditor-General on Meru County Microfinance Corporationfor the year ended 30 June, 2024
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6. Cash and Cash Equivalents

The statement of financial position as disclosed under Note 17 reflects Kshs.101,388,729
in respect to cash and bank balances. Review of documents presented for audit revealed
that the Corporation operated two accounts in a local bank which had a bank balance of
Kshs.3,929,875 and Kshs.4,075,615 at end of the financial year under review. However,
the Corporation did not provide the authority to open the bank accounts, signatories'
approval from The National Treasury, bank statement, cashbook and reconciliations to
the respective bank account, contrary to Regulations 82(1) of the Public Finance
Management Regulations (County Government), 2015 which requires an accounting
officer of a County Government agency to seek approvals from The National Treasury.
Further, no reports were provided for audit review in relation to the presentation of the
bank accounts to The National Treasury.

ln addition, bank account domiciled at a local bank with a balance of Kshs.67,930 was
disclosed in the financial statements however, the cashbook and bank reconciliation for
the same was not provided for audit confirmation.

Further, account numbers for two (2) on-call deposits totalling Kshs.7O,300,000 held in
two (2) local commercial banks were not disclosed.

ln the circumstances, the accuracy and completeness of cash and cash balances could
not be confirmed.

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls). I am independent of the Meru County Microfinance Corporation
Management in accordance with ISSAI 130 on the Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section of my report, I have determined that there are no
other key audit matters to communicate in my report.

Other Matter

Prior Year Matters

There were issues raised in the audit report for 202212023 financial year. However, no
report or recommendations from the Corporation Management and oversight bodies were
submitted for audit verification and clearance. Further, the issues remain unresolved
contrary to Section 149(2)(l) of the Public Finance Management Acl,2012 which require

Report of the Auditor-Ceneral on Meru County Microfinonce Corporationfor the year ended 30 June, 2024
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Accounting Officers designated for County Government entities to try to resolve any
issues resulting from an audit that remain outstanding.

Other lnformation

Management is responsible for the Other lnformation set out on pages i to xxix which
comprise of Corporation lnformation and Overall Performance, Statement of Performance
against Corporation's Predetermined Objectives, Environmental and Sustainability
Reporting and Statement of Corporation's Management Responsibilities. The Other
lnformation does not include the financial statements and my audit report thereon.

ln connection with my audit on the Corporation's financial statements, my responsibility
is to read the other information and in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenarise appears to be materially misstated. lf, based on the work I have performed,
I conclude that there is a material misstatement of this other information and I am required
to report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
the Lavyfulness and Effectiveness in Use of Public Resources section of my report, I

confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied laMully and in an effective way.

Basis for Conclusion

1. Non-Compliance with the Public Sector Accounting Standards Board Reporting
Requirements

The financial statements presented for audit did not include all information provided in the
format prescribed and published by the Public Sector Accounting Standards Board
(PSASB) as follows;

i. The table of contents indicated that the report of the directors should be on page
xxxviii while the report of the directors was on page number xxvii.

ii. Financial Statements reads'entity's' instead of the name Microfinance.

iii. Dates when the financial statement was signed have not been captured further,
ICPACK number for the accountant who signed the financial was not included.

ln the circumstances, Management was in breach of the PSASB guidelines

Report of the Auditor-General on Meru County Microfinance Corporationfor the year ended 30 June, 2024
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2. Non-Compliance with the One-Third Basic Salary Rule

Review of the payroll revealed that the Corporation had seven (7) employees whose net
pay was below a third of their basic pay. This was contrary to Section E.13(1)(2) of the
County Public Service Human Resource Manual of May,2013 which directs that to
ensure that officers do not over-commit their salaries, no salary deduction will be effected
beyond two thirds (213) of an officer's basic salary and officers should be cautious when
taking credit facilities as this will lead to a reduction on the officer's earning. Heads of
Human Resource Units will be held responsible for any over deductions arising from such
credit facilities.

ln the circumstances, Management was in breach of the Manual

3. Non-Compliance with the Staff Ethnic Composition

Review of human resource records revealed that in the year under review the Corporation
had a total of fifty-eight (58) employees. Out of the fifty-eight (58) employees, fifty-four
(54) were drawn from the dominant ethnic community, representing ninety{hree (93)
percent of the total workforce. This is contrary to Section 7(2) of National Cohesion and
lntegration Act, 2008 which provides that the staff establishments of public entities to
reflect the diversity of the people of Kenya with least 30% of employees are expected to
be from other ethnic communities.

ln the circumstances, Management was in breach of law.

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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 effect of 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 governance were not effective.

Basis for Conclusion

1. Use of Manual System

The statement of performance and as disclosed in Note 8 to the financial statement
reflects staff costs totalling Kshs.57,558,876. However, the Corporation uses excel

Reporl of the Auditor-General on Meru County Microfinonce Corporalionfor lhe year ended 30 June, 2024
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manual payrolls in preparation of monthly pay to staff despite having entered into an
agreement with a local service provider for the design and installation of a system since
2016. The use of the manual system requires manual calculation of deductions and net
pay by Human Resource officers and constant monthly and annual updates of data which
could be prone to human error and manipulation.

ln the circumstances, the controls on mitigation of errors in processing of payroll could
not be confirmed.

2. lrregularities in the Corporation's Governance Structure

Audit review of the Board's records revealed the following anomalies

Corporation operated without the services of the Corporation Secretary contrary to
Section 6(f) of the Meru County Microfinance Corporation Acl,2O14 which prescribes
for the inclusion of the Corporation Secretary in the Board;

il The Board had five (5) males and one (1) female member, translating to one-sixth
which is below the prescribed minimum of two{hirds;

iii. The Corporation operated with a Membership of six (6) Board Members contrary to
the prescribed ideal composition of seven (7) Board Members who are eligible to
transact the Corporation's business;

IV Further, the statement of financial performance and as disclosed in Note 13 to the
financial statements reflects an amount of Kshs.238,850 in respect to Directors'
emoluments. Review of documents provided for audit revealed the following
anomalies;

(a) The composition of the Board's Sub-committees was more than a third (1/3) of the
full Board as follows: Finance, Audit, and Human Resource and Administration
Committee's had four (4) Members each while Resource Mobilization Committee had
five (5) members contrary to Clause B (4) of Head of Public Service Circular
OP/CAB.9/1A dated '11 March, 2020 on composition of Board Committees which
stipulates that the number of Members to any Committees should be no more than a
third (1/3) of the full Board to obviate the risk of a Committee conducting its business
within the framework of a full Board structure. Further, Members can only sit in a
maximum of two (2) committees,

(b) Three (3) Board Members had been appointed to more than two Sub-committees of
the Board contrary to Clause B (5) of Head of Public Service Circular OP/CAB.9/1A
dated 11 March, 2020 stipulates that a Member serving in the Board audit and risk
committee shall not be appointed a member of the finance committee and vice versa,

(c) No evidence was provided to confirm that the Committee Members served on a
rotational basis. lt is Noted that the membership of the Board Sub-committees had
not been rotated since its inception in 2018;

Report of the Auditor-General on Meru Counly Microfinance Corporationfor the year ended 30 June, 2021
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(d) The Board Members term limit expired in December,2O23. However, a new Board
was not appointed and thus the Corporation operated without a Board for six (6)
months.

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

ln preparing the financial statements, Management is responsible for assessing the
Corporation's, ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention 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 lhe Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
comply 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 Corporation's
financial reporting process, reviewing the effectiveness of how Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

Auditor-General's Responsibilities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the

Report of the Auditor-General on Meru County Microfinance Corporationfor the year ended 30 June, 2024
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ln the circumstances, the Corporation may not have achieved its strategic objectives.

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 controls, risk management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance



lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with ISSAs will always detect a
material misstatement 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 conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the entity's control environment 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.

Further, I am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the
Auditor-General's website at: https://www.oaqkenva.qo. ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report

FCPA a CBS
AUDITOR.GENERAL

Nairobi

24 December,2O24

Report of the Auditor-General on Meru Coun4' Microfinance Corporation for the year ended 30 June, 2024
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14. Statement of Financial Performance lbr the vear ended 30 June 2024

Name:4,*"0-0 [.^xt-tr namedfu--u { [."^0]t-, Name: Br*n Jrlrt4

Head of Finance

ICPAK M/No: b!\q
Date 1i\ir.{ b}f

(lhairman Board Accounting Olliccr

Date i\\r.\ z'rr1- Date r\\ r{rorr1

\ole
2[23-2021

s
2[2t-2023

Kshs Kshs

Revenue from non-exchange transactions

(r 76. 155.4n ITransfers from other govemrnents entities r{0. 155.48 I

Olhcr receipts 1 22,u00.000 t6.9 15.000

9ti.955..18I 80.155.J8I

Revcnue from exchange transactions

x 7.165.1r{ I l{..191.1.+6

() 1.100.0(x)

lntcrest ir.rconrc

Fecs and other charges

l"inance income l0 _3.269.307 .1.429.tt53

'l'olal revenue I10.590.069 109.977.579

l:rllenses

tl ll.s5-r.ri7lUsc of goods and sen,ices

l'-mployee costs

2tt. t7-r.959
1

5 r(.012...r 02

Board Expenses IJ 2-}1.850 -1t{3.-360

Dcprcciation and anrortization cxpensc tl 6ri3.6tt8 ,+.5 ttt3.t320

Rcpairs and rrainte nance l5 l.66tJ.lJ90 900.1.1.1

Other payments l6 I1.800.000 21.9 r5.000

I 05.80t.1 76 I16.00J.57;l

Surplus/deficit from operlting acfivities -1.7tt5,893 ((r.(125.995.1

\et Su rplus/(delicit) for the ycar {.7tt5.lt9J (6.02 5.995)

,+

tr-5.000

-_l-__]_

-+------------.i+

5 7.5 58.ri76

'l'otal ex;renscs

The notes set out on pages tl to 4l forur an integral part o1'thcsc Financial Statcrnents. The Financial

Statements set out on pages I to 7 wcrc signcd on hchirlf'ot'thc []oard olf)ircctors by':

M--
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Annual Rep ort and Financial Stirtetllents lbr the 1' car ended June 30. 2024

l5 Statcment ol'I"inancial Position as at -10.lunc 202'l

\otcs

A sset s

('urrcnt ..\ s\e l s

Caslt ancl ('ash ctltrir rlcnts

Rcccivablcs Iront ('otrrtly ( ittr'c rlt ltlctlt

Prcpal,rncnts

Advanccs duc ll'onr custolncrs

Tot:tl ('u rrent ..\ ssct s

('u rren t Liabilit ies

Tradc and Othcr Payables 16.7(t2.756

Rc lirndab I c Dcposits liott't C' ttstott.lr-'rs

'Iotal ('urrt'nt l,iabilities

Total Liabilitics ( B)

\ct ..\ ssets (,{- l} )

llcprescntctl llr:
Accunrulatcd Surplus

1S

Capital Funcl

\el ..\ssct s

The financial statements set out on pages I to 7 were signed on behalf of the Board of Directors

by:

b,YrG(-
%il ,l,bft Name: btrr.l,l

.l

-l1

il nlc: Name:8rr.-.r. jurclq

Head of Finance

ICPAK VtlNo: Lo \i
Date \\\ r{ ,r"r{

Chrirnran Board Accounting Officer

oate rr\n-\ ao\

,)

21t23-2021 2022-2023

Kshs Kshs

t7 t0 t ,-3tt8,729 8'r.46'7.899

fi2.005.50-s 71,094,1150

276.000 276,000

l0 I 34.3 87.239 119.941.199

3l 8.057,473 298.7tt0,547

\on-('rr rrcnl ..\ sscl r

Propcrt-v. Plartt antl [:c1ui pntcttt i 2l 2.638.773

Intarrgiblc Asscls
'folal Non- C'ttrrcnl ,,\ssets 2.638,773

Totll ..\ ssct s (.\ ) 320.696.2.16

I iabililics

3.322.462

3.322,162

302.10J.0ott

5.526.287

81.04 I.058 78.470,182

97.803.81.1 8J.996..169

97.803.81{ 83.996..169

222.892.132 218.106.5J9

67.5 8tt.848 62.tt01.e5 5

155.-303,584 155.303.51t4

222.892,432 2tIt.t06.5J9

Date \ r\rr\.z-oYf

18.

I ts.

___]-

__1-

f-

----f--_-

&,
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16. Statement of Changes in Net Assets lbr the vear ended 30 June 2024

I)cscription

.\s lt,lulr 1.2022

Capital/development grants receivcd

during the year

Surplus/ (dcficit) for the year

I- unds rcccivcd During thc ycar

As rtt .lune 30.2024

,1.7t't5.tt9

3

'l o1:rI

Kslrs
114 ll.) S

3il

(6.02_5,99

5)

21n.106,5
39

21tt.106.5
39

4.7rJ5.893

222,892.1
32

Rer a luati
on rcsc rve

Fa ir
vl lrrc

adj us t nr

cnt
reserl e

.-\cc u nrul

a tctl
surplus

llrvolr in
g [iunrl

( apital/
l)eve lo pmc

nt

Kslts Kshs KshsKshs Kshs

68.828.9
50

r55.303,5
84

Rcvaluation gain

Fair valuc adjustment on invcstmcnts

(6,02 5.9
95r

Surplusi detlcit lor the year

I- Lrnds rcccived During the ycar

Transt'ers from accumulated surplus to

rcvo lv ing fund

r,s5,103,5
84

I

I

As al ,lunc 30. 2023

62,U02,9
55

As at ,luly l, 2023

Rcr a luation gain

Fair valuc adjustment on invcstments

Translcrs liorn accumulated surplus to

rcvolving tind
( apital/dcvclopment grants rcccivcd

during thc year

67.588.8
,18

t 55,-103.5

84

62.n02,9
55

---4--

--i-------------

T----i---

!

155,303.5
84
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17. Statement of Cash Flous I'or thc vear entlctl 30.lune 2024

2023-2021 2022-2023

\oles Kshs Ks hs

( ash flors fronr opcr:r(irrg actir itics

'f ransfbrs ll'onr othcr govcrnnrcnts cntitic\ l8(i)

Intclcst lcecir crl

lrccs and othcr chargcs
()

( )t llcr inc()n1c 7

65.214.826 n7.461 .640

3.269.307 4.429.n52

1.100.000

22.tt00.000 28.370.000

'l'otal receillts

l':tr ntenls

92.5r.r.rJ3 120,261.492

Usc ol'goods arrd sen iccs (23.366, I 9lt) (27,641,t47)

[:irnplovcc cost s

[]oarrl Iix pcnscs

Rcplirs antl uraintcnurrcc

(53.500.87ti) (53.450.385 )

I.l ( 23 8.tr50 ) (383.360)

( I.504.9ti-l ) ( 900. I .1-1 )

'l ol:rl ;lar rttenls (78,6 r0,e0e) (82.J75"025)

\et cush flo*s li'onr/(uscrl in) ollcralirrg :rclir ities I1.903.22,1 37.886,468

('ash florr s fronr inr csting actir ilics

Purchasc o1'propcrty. plant and crprprrrcnt ( 2.4tt4.720 )

Proccecls tiom loan princrpal rcpa)nrents
l0( ii )

50.5 r r.539 57.962.78-s

[-oan rlisburscnrcn ts paicl oLtt l(x i)

('rrslontcr savrngs rcccivcd ll( i)

('ust()r'nc r sar ings rclirnclcrl :l( ii )

I) ishu rscnrcnl s to partncrslt ips

( 3 7.79 I .(r99 ) ( 56.6ti5.710)

4.2 I 1.00 I 7.620.997

( I .640. I 2-5 ) (3.801.978)

( 2 3.27tt.600 ) (51.719.535)

\ct cash flows fronr/(used in) inrcsting activitics ( 7.987.8n1) (49. r 08. r 6l )

('ash l1rlr s fronr financing actir itics

ll.cr olr irrg lirnd rcccipts 8.005.490

\et cush llrxr s l'rorn linuncing .\ctir itics 8.005,.190

Nct increase/( dec rease ) in cash &
Cash equivalents

13.920.8J() ( l l,221.694)

Cash antl cash cquivalents al lhc beginning (l'r .lulr') 21 87.467.899 98.689.590

Cash antl cash equir alcnts at the t'nrl (J0'h .lunc) 2'7 101.388.729 87.467.899

"t

Rcccipts

-

I

r
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I t'1. Statcnrent ol'( om;rarison of Budgct and Actual anlounts lirr thc r car e nded l0 .lunt, 202;l

Repairs and Ma intcnancc l.7tt 1.000

[,cndirrg r'rpcnd il ur-c -10.(xx).(xx)

Total E rpcnditure 130.955..18 r

Surplus for the 1'ear
('apital Erpcnditure

B ulgct notes

a. The County government delayed in disbursernent of allocated funds by the end of the financial yearby Kshs. l3 million affecting

the revenue expected during the financial year.

b. Due to the slowdown in the economic activities during the year, the Corporation slowed down on lending activities and tbcused

rnore on collection boosting the amounts expected under the revolving fund.

c. There was an increase of interest rates offered by the banks boosting the interest the Corporation had anticipated to be received

under financc income.

C)riginal
budget

Adj ustm ents Final budget
Actual on

comparable
basis

Performance
difference

o/o of
utilization

Kshs Kshs Kshs Ks hs Kshs
a B s: (a+b) tl s=1c_d) f:d/c* I 00

Reven ue

Transttrs liorn Othcr (iovcnlnlcnts cntitics 76, l55.4u l 76,155.481 62.244.826 I 3,9 10,655 82.h
I nterest income 7.800.000 7.800.000 8,365.281 (565,28 r ) 98%

Revolving fund 44.000.000 44,000.000 50,51 r,539 (6.s 1 r,539) I l40h

Finance income 3.000.000 3.000.000 3.269.307 (269,307) t09v,
Total Income 130.955,4tt I 130,955,481 127,390.953 1.564.528 9'7 olt

Erpenses

Use ol Goods and Se'rr ices

Enrploycc costs

24.674.481

63.500.000

1.000.000

l2.ri-s3.tt72 t.n20.609 939,,,

63.500.000 57.558.t{76 5.941.124 9l016

Board Erpenses I.000.(x)0 238.850 76t.I_s0 ?.4o.to

l.7lt 1.000 l._s04.913-l

37.79t.699

216.Ot1

-10.000.(x)0

t 30.955..18 r

1.20tt.30 t

10.843.29.1r20.tI2.ttt7

1359,u

I
950,b

92%

t.1.671..181
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d. There was underutilization fbr boarrl expenses because the board served until December 2023 when their term of contract expired

and there was no board replacement for the rest of the financial year.

c. There was also underutilization on repairs and maintenance expense because there was a significant portion of amount allocated in

the budget which had not been received and there was uncL-rtainty on whether this amount would bc received after thc end of the

financial year.

Reconciliatign of items rvhere the total of actual on comparahlc hasis does not tie to the statement of linancial performance totals

tlue t6 differenccs in accounting hasis or on accounting treatment in the I'inancial statements

Itcnr .\cl u:r I orr cotttgtitritllle basis Stntcmenl 0f

Perlirrnrance

Financi:rl I)illi'rence l:rplanation

-fransters l'ronr Othcr

( iovcrnnrents entitics
62.2;l4.El6

50.5 I 1.539

76. l-s5.,ltt I 13.9 10.655

50.5 I I .539

Thc ditference relates to anlounts which

had not been received at the end of the

financial year

The arnount has not bccn capturcd in the

statement of financial performance but in

the statement of financial position to

reduce the amount for loans due from

customers

Rcvolving tund

Relates to a provision which had been

understated in the last financial years

financial statements

r63.9071.668.890r,504.983

This is a non-cash expense and therefore

is not usually budgetcd fltrr'.

683.6ttirDeprec iation

amort izat ion

and

6

Repairs and maintenance

6tt3.688
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( )t hcr pavnrcnls 22.800.(XX) 22.u00.(ruo 'lhere was no budget tor this bccausc it

was money received lrom Gender

department for a specific project

Le-nding expcnditurc

37.791.699 37.791.699 The amount has not been captured in the

statement of financial performance but in

the statement of financial position to

reduce the amount for loans due from

customers

7
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l(). \otes to the l''irrurrciitl Sl:rletttcttls

l. (ieneral I nfornration

Mcru Counl.v Microfinancc ('orporation is cstablished by and derives its authority and

accountability lionr Mcnr ('ounty (iovcrnrncnt Act (2014). The Entity is wholly owned by thc

County Ciovcrnment ot'Mcru arrtl is dorricilcd in Kenya. Thc Entity's principal activity is to

provide microtlnancc and rclatctl scrr.iccs to SMEs in Kenya.

2. Statement of Compliance antl Basis of Pre paration

The flnancial statcnrents havc bccrr prcparcd on a historical cost basis except for thc

lrL.asuremcnt at rc-valucd alr()Llnts ol' ccrlain items of property. plant and equipmcnt.

ntarketablc sccuntics ancl llnancial instrunlcllts at firir valuc, irnpaired asscts at their estintatecl

rccoverablc alnounls. and actuarialll' detcrmincd liabilities at their present value. Thc

prcparation ot'llnancial statcnrcnts in confornrity w'ith Intemational Public Sector Accounting

Standards (IPSAS) allows thc usc olestimates and assumptions. lt also requires managemcnl

to exercise judgnrcnt in thc proccss ol applying the l:ntit.r' ls accounting policies. The arcas

involving a highel dcgrcc ol'judgnrclrl or cornplcxity. or where assumpttons and estimatcs arc

signiticant to thc llnancial \tatcnrcllts. arc cliscloscd in Notc 5 olthesc financial statements.

Thc financial statcrnents havc lrccn prcparcd and presented in Kenya Shillings, which is thc

firnctional and reporting currenc)' ot'thc Illi/,I . 77rc financial statements have been prepareti

in accordance with the PFM Act l0 12. the State Corporations Act (include onr t)thcr

ulrytlic,uhlc lt'gislutioul, and Intcrnational Public Sector Accounting Standards (IPSAS). The

accounting policics adoptcd har c l'rccn consistcntly applied to all the years presented.

8
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3. Adoption ofNen and Revised Standards

i. New arul umended sturulurds unl inlcrprclulions in issuc hul ,tol .l,et a/lbt'tivc in lhe

!,eur enled 30 June 2024.

Standartl Effective datc a ntl irnpact

IPSAS 43

Leases

Applicohle l'' Jun uur.t' 2025

The standard sets out thc principles tbr thc recognition. nlcilsurcnrent,

presentation, and disclosr.rre ol'lcascs. TItc objectivc is to cnsurc that lcssccs and

lessors provide rclcvant inlonnatiorr in a rranncr that faithfully reprcscnts those

transactions. This intbrmation gir cs a basis lbr uscrs ol' trnancial statcnrcnts to

assess the ellict that lcasc's ltavc ()n thc llnancrirl position. financial pcrlbrnrancc

and cashllows trl'an Entitl .

The new standard requires cntitics to lucognisc. r'r]L'ilsure and present inlirnration
on right ol use asscts and leasc liabilities.

IPSAS 44:

Non- Current

Assets Held fbr

Sale and

Discontinued

Operations

Applicahle I't Januury 2025

The Standard rcquircs.

Assets that mecl thc criteria to be clussrlictl as hcld tbr sale to be nrcasurcd at thc

lowcr of carrying ar.nount antl tair r uluc lcss costs (o scll and the de prcciatron ol

such assets to ccasc and:

Assets that mcct the criterra to bc classilicd as held lirr sale to bc prcscnted

separately in thc staternent ol'linancial position and the results ot'discontrnued

operations to bc presented separatcll' in the statcrncnt ol'tlnancial pcrtornrance.

IPSAS 45:

Property Plant and

Equipment

Applicable I't Januur.t' 2025

The standard supersedcs IPSAS l7 on Propcrty. I)lant ancl Equiprncnt. IPSAS 45

has additional guidance/ ncw guiclancc tbr hcritagc asscts, intiastruclurc assets

and measurerncnt. Heritagc asscts \\'crc prevrously exclucled tiorl thc scope ol

IPSAS l7 in IPSAS -l-5. hcritlgc rsscts that sltisl'y thc dcllnrtion ol'PPE shall bc

recognised as asscts il' thcy' mcct tltc uritcria in thc standartl. lPS,\S "15 has an

additional application suitlilrrcc lor inlilstructr.lrc usscts. inrplcnrcntation

guidance and illustrativc e'xanrplcs. Ihc stanclarcl has claritlecl exrsting principles

e.g. valuation ol'land ovcr or undcr thc inll'astructurc assets. under- nraintcnancc

ofassets and distinguishing signilicant parts ol intiastruclure asscls.

IPSAS 46:

Measurement

Applicuble I't Junuury 2025

The objcctive ol this standard \\ us to irnpror c mcasurement guidance- across

IPSAS by:

i. Providing tirrthcr dctailcd uuidancc on thc ilnple rncntation ot'cornnronly

used measuren're'nt bascs antl thc circunrstanccs uncler which thcy should

bc used.

ii. Cllarilying transaction costs quidancc to cnhance consistcncy across

IPSAS.

iii. Amending whcrc appropriatc guiclancc across IPSAS rclatcd to

measurcment at rccognition. subscclucnt nrcasurcrrcnt and ntcasurcmenl

rclatcd rlr sc losurcs.

9



\lIltt] ( Ot \ l'\ III('ltoI;l\ \\( 1. ('OI{l'Olt.\ llO\
,.\nlrual llcp orts and Financinl Statenrents for thc vcar ended,lunc J0.2024

Earb urloptiotr ol sluttlurds

Thc Entity clid not carll arlopt any ncu'or atrclrded standards in the financial year

The standarcl also introduces a public sector specific measurement bases called

the currcnt operat ional valuc.

IPSAS.IT
Rcvcn uc

Applitttblt l't .lunuurt 2026

This stantlard superscdes IPSAS 9- Revenue liom exchange transactions. IPSAS

ll Constructit)n c()ntracts and IPSAS 23 Revenue from non- cxchangc

transactions. Thi\ standard brirrgs all the guidance ol'accounting for rcvenuc

unclcr orrc standurd. Tht-' ob.icctir c ol' the standard is to cstablish the principlcs

that an cntit! shall apply to rcporl uselul information to users ol'flnancial
slatclnclrts ahoul lhc naturc. arlrount. tirning and urrcertainty ofrevenuc and cash

tltlrr arisin!L liirrrr rcr cllr.rc tri.lt'rsirclr()ns.

IPSAS 18

Transfr:r

Expenscs

Applit'uhle l't Junuurl' 2026

The objectrvc ol'thc standard is to cstablish the principlcs that a transt'er providc'r]

shall apply to repon uselirl infbnnation to users of financial statements about tlt!
naturc. anroulll. tinrrng and unccrtainty ofexpenscs and cash flow arising lrorri

lransl'cl cxl)cnsc tnlnsactions. This is a new standard tbr public sector entitics

gcarcd to pnrr itlc guidancc to cutitics that providc transf'crs on accounting li)r

such trans ltls.

IPSAS.I9:
Rctircnrcnt

Bcncllt Plans

Applicahlc l't Junuury 2026

The objcctir c is lo prcscribc thc accounting and rcporting requirements lor thc

public scctor rctircrrrcnt bcnclit plans u'hich provide rclirement to public sector

employccs uncl othcr cligiblc particrpants. The standard sets the firrancial

statcntct]ts tl.)|rt should bc prcscntccl by a retirement bencflt plan.

lo
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4. Summary of Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Fees and other charges

The Entit.r'recogmizes revcnues liorn fccs and other charges u'hen the c-vcnt occurs. and

the asset recognition criteria arc mct. To thc' cxtent that there is a relatcd condition

attached that would givc rise to a liability to rcpay thc amount. det'erred inconre is

recognized instead ol revcnuc. Othcr non-crchangc rcvcnucs are rccognizcd when it is

probable that the luture economic bencflts or scrvicc potcntral associated $'ith thc asset

will flow to the Entity and thc lair valuc ot'thc assct can bc mcasured reliably.

Transfers from other government entities

Revenues lrom non-exchange transactions ir ith othcr 8()\ cnrnr'nt entitir's ure rneasured

at lhir value and rccognizr'd on obtaining contr()l ol thc ilssct (cash, guods. scrr iccs. and

property) if the transf'er is tiec tiom corrditions and it is probable that thc econornic

benefits or service potential related to thc asset will tlow to the 6ltln' and can be

measured reliably. To the extent that thcrc is a re'lated conclition attachetl thal would give

rise to a liabilily to repay the anrount. thc arrrount is rccortlcd in the statcnrcrrt ot'linancial

position and realised in thc state'nrcnt ot lirrancial pcrtirrrnancc ovcr the uselirl lif'c ol'the

assets that have becn acquired using such tirntls,

ii) Revenue from exchange transactions

Rendering of services

The Entity recognizes revcnue liom thc rcnrlcring o1'scrviccs by rcl'crence to thc stage ol

cornpletion when the outcorre ol'the transaction can bc cstirnated reliably. 1'he stage of

completion is measured by refercncc to labour hours incurrccl to date as a pcrcentage of

total estimated labour hours. Whcre thc contract or.rtc()lnc cannot be nteasured reliably.

revenue rs recognized only to tlre cxtcnt thlt the c\llcnses incurrcd arc rccor"erable.

ll
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lnterest income

Intcrcst incorr.rc is accnrctl LrsirrLl llrc cl'ltctir c i'icld rnethocl. Thc ellcctive yicld discounts

csttntatcd tirturc cash rcccipts tlrlough thc cxpcctccl lile ofthe financial asset to that assct's

nct carrying amount. Thc rnctlrotl applics this yicld to the principal outstanding to deternlinc

inte'rest income cach pcriotl.

Rcntal inconte

Rcrrtal inconte arising liorrr opcratinq lcascs rltt invcstntcltt propertic's ts accounted tbr tlll a

straight-linc basrs or er tltc lcasc tcrttts ancl incluclcd itr rer.'enuc.

b) Ilutlge t information

Thc original budgct lirr tlrc ( Lrrlcrrt [:Y was approvcd by thc Clounty Assernbly. Subscqr.rent

rcvisions tlr additional appropriatrons rvcrc rrrrlc to the approved budget in accorclancc witlt

spccitic approvals liont thc appropriatc authoritics. Thc additional appropriations arc adt'letl

to thc original budgct b1'thc [:rrtity upon rccciving the rcspcctive approvals to concluclc thc

tinal butlgct. Thc ljrrtilr"r burkct is prcyrarcd on a clilfcrcnt basis to the actual income ancl

cxpcnditure discloscd in thc llrrarrcial statcnrcnts. Thc financial statclnents arc preparcd on

an accrual basis using a classillcaliorr hascd on (hc naturc ofexpenscs in the statcment ol'

tinancial pertonnance. u hcrcas thc huclgct rs preparcd on a cash basis. The amounts in thc

llnancial stalements wct'c rccast liorl the accrual basis to the cash basis and reclassified by

prcsentation to bc on tltc santc hasis as lhc approvecl budgct. A comparison of budget and

actual ar]]ounts. preparecl rln ir corllparablc basis to thc approved budget. is then presentcd in

thc statcntcnt ol'contparisorr ol' burlgct arttl actual arnounts. ln addition to thc Basis

dillcrcncc. acljustntcnts t() unt()unts in thc llnancial statcrnents are also rnade for diflercnccs

in thc lbrrnats ancl classillcation scherrrcs adoptcd lor the presentation of thc financial

slatcmcnts and thc approvcri budgct. A statcnlcnt to reconcile the actual antounts on a

contparable basis inclutlcd in thc statcnrcnt ol'conrparison olbudgct and actual amounts ancl

tlrc actuals as pcr thc statcnrcnt ot'tinancial pcrlirrntance has been presented under section

on statcntcnt ofcontparison of'htrtlgct antl actttal alnounts tbr thc period ended 30 June 2024

o1' thcsc flnancial statcnlents.

tl
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c) Taxes

Current income tax

Current income tax assets and liabilities lbr thc current pcritld arc nrcasured at thc amount expected

10 be recovered from or paid to the taxation authorities. Thc'tax rates and tax laws used to computc

the amount are those that are enacted or substantively enacted, at the reporting date in the area

where the Entitlt operates and generates taxable inconre. C'urrent income tax relating to it!'ms

recognized directly in net assets is recognized in net assets and not in the statcment of llnancial

performance. Management periodically cvaluates positions takcn in thc tax returns with respcct to

situations in which applicable tax rcgulations arc subjcct to interpretation and establishes

provisions where appropriate.

Deferred tax

Del'ened tax is provided using the liability method on tenlpor ry ditl'erences bctween the tax bases

olassets and liabilities and their carrying arnounts fbr tlnancial rcporting purposes at the reporting

date. Deferred tax liabilities are recognizcd tbr all taxable tenrporary differences. cxcept in rcspect

oftaxable temporary ditterences associated with investnrcnts in controlled cntitics, associates, and

interests in joint ventures. when the tirning o1'thc r*crsal ol'the ternporary ditterences can be

controlled and it is probable lhat the tcnlporary ditfl'rcnccs w'ill not re\/crsc ln the torcsccable

luture. Deferred tax assets are rccognizcd lirr all dedLrctiblc tcnporary ditl'crcnccs. thc carry

fbrward ofunused tax credits, and any unused tax losscs. [)etl'rrcd tax assc'ts are recognized to the

extent that it is probable that taxable profit will bc available against which thc deductible

temporary differences, and the carry lbrward ol'unuscd tax crcdits and unuscd tax losses can be

utilized. except in respccl of deductiblc tcmporar)'' tlitll'renccs associutcd rvith rnvcstments in

controlled entities, associates and intcrcsts in joint \cnturcs. dclL'rred tax lsscts arc rccognizcd

only to the extent that it is probablc'that thc tenrporary rlrtltrcnccs rvill rcvcrsc irr thc firrcsccablc

future and taxable profit will be availablc against which thc tcmporary dit'l'erenccs can bc utilized.

The carrying amount ol def'erred tax asscts is re vicu'ctl at cach re'po(ing datc and reduced to thc

extent that it is no longer probablc that sufllcient taxirblc prolit rr ill be available to allou, all or

part of the delerred tax asset to bc utilizcd. Unrccognizccl tlcll'rrcd t x ass!'ts arc rc-asscsscd at

each reporting date and are recognrzed to thc cxtcnt that it has bccome probable that llturc taxablc

profits will allow the delened tax assd to be rccovcrctl. Dctcrrc-d tax asscts and liabilitics are

nreasured at the tax rates that are cxpectcd to apply in thc year u'hen thc assct is realized or the

liability is settled, based on tax ratcs (ancl tax larvs) that havc bccn cnactcd or substantively cnacted

at thc reporting date. Det'errcd tax rclating to itc'nrs rccognizcd outsidc surplus or dellcit is

recognized outsidc surplus or delrcit. [)cfcrled tax itcnrs arc rccognized in corrr'lalion to thc

tl
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Lrndcrlying transaction in nct asscts. t)cli'rrcd tax assels and dclerred tax liabilities are oflsct ifa

lcgalll'cnlirrceablc right c\lst\ lo sct ol'l'crtrrcttl la\ il\scl\ against currellt inconte tax liabllities

and the dclcrrcd taxcs rclutc lo thc sanrc tarlblc lirrtitt itrttl thc sanrc taxation authority.

Sales trrr

Expenscs and assets arc rccognized nc( of tlre atuount olsales tax, except:

i) When the salcs tax incurrerl on a purchase ofasscts or services is not recoverable lronl

thc taxation authorrty'. in w,hiclr casc. the sales tax is recognized as part of the cost ol'

acquisition ol'thc assct or ls part o1'thc cxpense itcm. as applicablc.

ii) Whcn receivablcs and payables arc staled'"vith thc amount of sales tax included

Thc nct amount ol'salcs rax rccovcrablc tiorr. or payable to, the taxation authority is

included as parl ol'rcccivablcs or payablcs in thc statement of financial position.

d) I n vcstnrent pr0pcrt)

llr cstrtrcnt propcrlics arc nrcasurctl in it ially at cost. including transaction costs. The carrying

antount includcs the rcplaccnrcnt cost ()l'componcnls of an existing investment property al

thc tirrc that cosl is incurrctl if thc recognition crilcria arc met and excludes the costs olday-

to-day ntaintenancc ot'an investrncnt property. Investrnent propcrty acquired through a non-

c.xchangc transaction is rrrcasrrrctl lt ils lirir valuc at the datc of acquisition. lnveslmcnt

propcrttcs arc dcrccognizctl cithcr t hcn thcy ltar c bccn disposed of or whcn the investnrcnl

propcrty is pcnlancntly uithdlrun liorn usc and no luturc cconontic benefit or scrvicc

potcntial is expectccl lronr its disposal. Thc dif f'crcncc bctween the net disposal proceeds ancl

thc carrying amounl ot'thc asset is rccognized in the surplus or deficit in the period of de-

rccognition. Transt'crs arc ntadc to or tiolrr investmcnl property only when there is a changc

irr u sc.

ll
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e) Properfy, plant, and equipment

Alt property, plant, and equiprnent are statcd rt cost lcss accumulatcd depreciation and

impairment losses. Cost incluclcs cxpendilure that is diructly attributablc to thc acquisition of

the items. When significant pans of property. plant and cquiprrent are required to be replaced

at intervals, the Entity recognizes such parts as individual assets with specific uset'ul lives and

depreciates them accordingly. Likewise. when a nrujor rnspection is perfomred. rts cost is

recognized in the carrying amount ol the plant and ccluipmenl as a rcplaccment if thc

recognition criteria are satisllcd. All other rcpair and nraintsnancc costs are recognizcd in

surplus, or deficit as incurred. Wherc an asset is uctluircd rn a non-c'xchange transaction lbr

nil or nominal consideration thc assel is initiallv rncasurcd at its f'air value .

f) Leases

Finance leases are leases that transl'er substantially lll thc risks and bcncfits incidental to

ownership ol'the leased item to thc [/r/l/.r'. Asscts hcld under a linancc leasc are capitalized

at the conrmcncement of lhe lcasc at thc tair valuc ol'thc lcased propcrty or, il-lower. at thc

present value ol the luture nrinimum leasc payrnents. The Eirtitl also recognizes the-

associated lease liability at the inccption olthe lcasc. Thc liability recognizcd is rneasured as

the present value olthe t'uture mininrurn lease paynrcnts at initial recognition. Subsequcnt to

initial recognition, lease paynrents arc apportioned bct*'ecn tlrrancc char-ues and reduction o['

the lease liability so as to achievc a constant ratc ol'intcrcst on thc renraining balance of thc

liability. Finance charges are recognized as tlnancc costs in surplus or delicit. An asset held

under a finance lease rs deprcciatcd ovcr the' usctirl litt of thc assct. Horvcvcr, if there is no

reasonable ccrtainty that the /:rtitl will obtain ori'nclship o1'thc asset by thc end of'the lease

term. thc assct is depreciated ovcr lhc shortcl ol'thc e stirnltcd use lirl lilL' ot'thc assc't and thc

lease term.

Operating lcases are leascs that do not transtl'r substantially all thc risks and bc'ncfits

incidental to ownership of the leased itenr to thc lrirrrrr'. Operating lcase payments are

recognized as an operating expense in surplus or dc Ircit on a straight-linc basis over the lease

term.

l5
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g) lntangible assets

Intangiblc asscts acquiretl scparatclv arc initially rccognized at cost. The cost ol intangible

asscts acquircd in a non-cxchangc lransactron is thcir fair value at the date ol the exchange.

Following initial recognrtion. itrtangiblc asscts are carried at cost less any accumulatcd

amortization and accumulatctl irrrpairrnent losscs. Internally generated intangible assets,

cxcluding capitalized devcloprrrcnt costs. arc not capitalized and expenditure is reflected in

surplus or dcllcit in thc pcriod irt rvhich the cxpcnditure is incurred. The uselul lile olthc

intangiblc assets is asscsscd :rs crthcr tlnitc or indctinite. lntangible assels with an indef rnitc

uscful litt arc assessccl lur rrnpairrucrtt at each reportrng date.

h) Research antl development costs

Thc t..rtt it.t' cxpcnses rcscrrch costs as incurrctl. [)cvclopnrent costs on an individual project

arc rccognizcd as intan-uiblc lsscts rvhen the 1:ltlll can demonstrate:

i) Thc tcchnical lcasrbility,ol'conrplcting thc asset so that thc assct will be availablc

Iirr use or sale.

ri) Its intention to conrplctc and its ability to use or sell the asset.

iii) How the asset rl ill gcncrate tuture cconomrc benefits or service potential

ir ) Thc availabilitv ol'rcsources to contpletc thc asset.

v ) Thc ability l() n'ruasurc re liably the cxpenditure during development.

Following initial recognitton ot'an asset. thc assct ls carried at cost less any accutnulated

amortization and accunrulatcrl intpairment losscs. Amortization of the asset begins when

developnrent is complete. antl thc assct is available fbr use. It is amortizcd over the period

ol'cxpectctl lirture hcnclit. I)uring thc period of development, the asset is tested for

inrpairnrcnt annuall;- r,u ith anr irnpairment losscs recognized immediately in surplus or

deflcit.

l6
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a) Financial asset s

Classification of financial assets

The entity classitles its financial assets as subscquentll rreasurcd at amortiscd cost, thir valuc

through net assets/ equity, or lair value through surplus and detlcit on thc basis olboth the entity's

management modcl lor financial assets and thc contractual cash tlow characteristics of the

flnancial asset. A flnancial asset is nrcasurcd at am()rlircd cost \\hen thc llnancial asset is hcld

within a managemenl modcl whosc objectir c is to hold tlnancial asscts in ordcr to collect

contractual cash flows and the contractual tcnns ol'thc llnancial asset give rise on specitied dates

to cash flows that are solely paynrents ol'principal and intercst on the principal outstanding. A

financial asset is measured at lair valuc' through nct lssctsi cquity il'it is held within thc

management model whose objective is achicvctl bv both collcctinq contractual cashtlow's and

selling financial asscts and the contractuill tcnlls ()l'thr' tinlncial rssct qivc risc on specrliecl datcs

to cash flows that are solely paymcnts ol' principal rnd intcrcst on thc principal anrount

outstanding. A financial asset shall be mcasurcd at lair value through surplus or deficit unless il is

nreasured at amorlized cost or lair valuc through nct assctsi ccluity unlcss an entity has madc an

irrevocable election at initial recognition lirr particulrrl inr cstrrrcrrts in cquity instrunrcnts.

l7

Financial instruments

IPSAS 4l addresses the classification. mcusure rncnt, and clc-recognition ol' llnancial asscts and

Iinancial liabilitics. introduces new rules lbr hedge accounting and a ncw impairment model lbr

financial assets. 7hc enlin,do{ rutt huyt,un.y hadgc ralutionship.s und tharclitre lhc new hcdgc

ttc'c'ounling rule.s huve no itttl.tuct rn lhc ('otnlru .t''.s /irrtrtr< iul .\lulcnt(ttl.\. A flnancial instrument

is any contract that gives rise to a tlnancial assct ot'onc cntitv and a flnancial liability or e-qiritv

instrument of another entily. At initial rccognition. the'cntitv rncasurcs a llnancial assct or flnancial

liability at its lair value plus or minus, in the casc ol'a tinancial asset or llnancial liability not at

lair value through surplus or deficit. transaction costs that arc directly attributable to the

acquisition or issue of the financial asset or lrnancial liability.
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Subsequent measuremcnt

Bascd on the business rnoclcl ancl thc cash flow c haractcristics. the entity classifies its financial

assets into antortized cost or l'arr r aluu catcgorres tbr flnancial instruments. Movements in l'air

value are presentcd in either surplus or dcllcit or through net assets/ equity subject to certain

c riteria being rnet.

Amortized cost

Financial asscts that arc hcld lirr collcction ol'contractull cash tlows where those cash llows

rcprescnt solely paymcnts ol'principal arrd intcrcst. and that are not destgnated at lair value through

surplus or dcflcit. are ntcasurL.d at antorlized cost. A gain or loss on an instrument that is

subsequently nreasurccl at atnortrzed cost and is not part ofa hedgrng relationship is recognized in

profit or loss whcn the assct is dc-r'ccognizcd or inrpaircd. lnterest inconrc from these financial

asscts is incluclccl trr llnancc it'tcotrtc rtsit.tg thc cllccti'uc intcrest rate method.

Fair value through net assetsi equitl

Financial asscls that are lrcld fbr thc collcction ol'contractual cash florvs and lor selling thc

flnancial asscts. r,,herc thc asscts' cash llorvs rcprcscnt solcly payments ot'principal and interesl.

arc nteasurcd at firir r aluc through nct asscts cquity. Movcrncnts in the carrying amount are takcn

through net asscts. cxccpt tirr the recognitiorr of irnpairrncnt gains or losses. interest revenue, an(l

fbrcign cxcharrgc gatns anrl losscs u'hich arc rccognizcd in surplus/deficit. Interest income tionl

thcsc flnancial asscts is includcd in llnancc inconrc using the eflective interesl rate method.

Trade and other receivables

Trade and othcr rcccir,ablc. are rcco-urrizcd at lair values less allowances fbr any uncollectiblc

ilulounts. Tradc and othcr reccrvablcs arc asscsscd lbr irrpairment on a continuing basis. An

cstilnate is made oldoubtlul receivables bascd on a revicw ol all outstanding amounts at the year-

cnd.

l8
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Fair value through surplus or delicit

Financial assets that do not rneet thc critcria tbr amortizccl cost or lair valuc through net asscls/

cquity are measurcd al thir value thror-rglr surplus or rlcllcit. A busincss nroclel rvhere th'j cntity

manages financial assets with the objcctivc ol'realizrng cash llow's through solely thc salc ol'the

assets would result in a lair value throu-qh a surplus or dctlcit nrodcl.

lmpairment

The entity assesses, on a fbrward-looking basis. the cxpcctcd crcdit loss ('ECL') associated with

its financial assets carried at amortizcd cost and t'air value through net assets/equity. The cntity

recognizes a loss allowance fbr such losses at each reporting datc.

b) Financial liabilities

Classification

The cntity classitles its liabilitics as subsccluently rncasurctl at arnoltizcd cost cxcept lbr llnancial

liabitities measured through prolit or loss,

l9

i) Inventories

Inventory is measured at cost upon initial recognition. To thc cxtcnl that inventory was rcccivcd

through non-exchange transactions (lirr rro cost or a nonrinal cost), thc cost of the inr entory is its

f'air value at the date olacquisition. Costs incurrcd in bringing caclt product to its present location

and conditions are accounted lbr. as tbllows:

i) Raw materials: purchase cost using the weighted avcragc cost rncthod.

ii) Finished goods and work in progress: cost of'direct nraterials and labour and a proportion o1'

manufacturing overheads based on the nornral opcrating capacrty but excluding borrowing

COStS.

Afier initial recognition, invenlory is rrcasured at thc lo\\cr ol cost and net realizable ralue.

However. to the extent lhat a class ol'invcntory is drstributcd or dcployed at no charge or lrlr a

nominal charge, that class ol' inventory is rneasured ut tlrc lou'cr of'cost and current replacenrent

cost. Net realizablc value is thc estirratcd sclling pricc irr thc ordinarv course of opcrotions. lL'ss

the estimated costs of completion and thc e stir-natcd co\ts ncccssary to rnake the salc, cxchange.

or distribution. Inventories are rccognizc'd as an cxpcnsc *'hcn dcployed tbr utilization or

consumption in the ordinary course ol'operations ot'thc i;rrlilr'.
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j ) Provisions

Provisions arc rccognizccl u'hcn thc lirttitt has a prcscnt obligation (legal or constructive) as a

rcsult ol'a past cvcnt. it is probahlc that an outllow ol'rcsourccs crnbodying economic bencllts or'

servicc potcntial rvill bc rccluircd to sclllc tlrc obligation and a reliable estimate can be made of thc

anloultt of'the obligation. Wlrcrc tlrc i:rrtll,r' cxpects sorne ()r all of a provision to be reimbursed.

lirr cxanrple, under an insurarrcc contract. thc rcirrrbu rsernent is recognized as a separate asset only'

whcn thc reintbursenrcnt is vinually'ccrtain. The expense relating to any provision is presented in

thc statcment ol' flnancial pcrlirrntancc nct of'any rcintburscmcnl.

k) Contingent liabilities

Thc Entity does not recognizc a contingcnt liability but discloses details of'any contingencies in

the note s to the financial statcmcnts unlcss the possibility ol an outflow ol resources embodying

cconorlic benetits or scrvicc potcntial is rclnotc.

l) Contingent assets

Thc Entity does not recognizc ir contin-ucnt assct but discloscs details of a possible asset whosc

cxistence is contingent on thc occurrcncc ()r'non-occurrcncc olone or more uncertain future evcnts

rrot wholly within thc control o1'thc l:ntitv in the notes lo thc financial statements. Contingent

asscls arc assesscd contillually to cn\ure that devclopnrcnts arc appropriately reflected in thc

linancial stalcutcltts. ll' it lras hccornc r irtLrally ccrlain that an inflow of' economic benefits or

scrvice potential u ill arisc and thc assct's value can be measured reliably, the asset and the related

rcvcnuc are recognized in thc llnancial staternents olthe pcriod in which the change occurs.

l0
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n) Changes in accounting policies and estimates

The Entity recognizes the etticts o[-changes in accounting policy rctrospec t ivcly. The eU'ects ol

changes in accounting policy arc appliccl prospectrvcly it'rctrospectivc application is irnpractical.

o) Employee benefits

Retirement benefit plans

The Entit.t'provides retirement bcneflts fbr its cnrployccs. Dctinc'd contribution plans are post-

employment benelit plans under which an Entity pays lixcd contributions into a separate l:ntit.t'(Lr

fund) and will have no legal or constructive obligation to pay turlher contribulions if the tund does

not hold sufllcient assets to pay allemployee bencllts rclating to crnployec sen,icc in thc currcnl

and prior periods. The contributions to lund obligations lor thc pavnrc-rrt ol'rctircrnent bencllts arc

charged against income in the year in which they hccornc payablc. Detlned benefit plans arc post-

enrployment benetit plans other than delined-contribution plans. Thc dellncd benelrt tunds are

actuarially valued tri-annually on thc projectcd unit crcdit rncthod basis. [)ellcits idcrrtitled arc

recovered through lump sum paynrcnts or incrcasctl lirtulc contributions ()n a proportional basis

to all participating employcrs. Tlrc oontributions und lunrp sunr pavrrcllts rcducc- thc post-

employment benelit obligation.

p) Foreign currency transactions

Transactions in tbreign currencies are initially accor-rntc(l lbr at tlrr-'rulrng ratc ol'exchangc on thc

date of the transactton. Tradc crcditors or debtors tlcnonrinatccl rn tirrcign currcncy arc' rcportcd at

the statement of tlnancial positron rcporting datc by' applying thr' cxchangc ratc on that date.

Exchange diflerences arising fiom thc settlemc-nt ol'crcclitors. or fl'onr thc rcporting ol'creclitors at

rates dift'erent tiom those at which they we're initially rccorcled during the period, are recognizeci

as income or cxpcnses in the period in w'hich thcy arisc.

2t

m) Nature and purpose of reserves

The Entity crcatcs and nraintains rcscr\ 0s in lcrnrs trl sl-rccilic rcquirctncnts
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q) Borrowing costs

Borrowing costs are capitalizcd againsl qualityrng assets as part ofproperty. plant and equipment.

Such borrow'rng costs arc capitalizc(l trr cr tlrc penod during which the assct is being acquired or

constructcd and borrowings hur c bccn incurred. C'apitalization ceases whcn the construction ol'

thc assct is cornpletc. Furthcr borror,''ing costs arc charged to the statement of financial

perlirnrancc.

r) Related parties

The Inlin rcgards a related part)' as a pcrson or an Entity with the ahility to exert control

individually or.lointly or to cxe lcisc significant influcncc over the Entity, ctr vice versa. Members

of' key ntanagclnenl are rcgardcd as rclatcd partics and comprise the Directors and senior

managcrs.

s) Scrvice concession arrangcmcnts

Thc Etrtit.t' analyscs all aspccts ol'scrr icc conccssiort arrarlgements that it cnters in determining

thc appropriatc accounting trcatnlcnt ancl disclosurc rcquirements. ln particular, where a privatc

party contributes an asset to thc arrangcnlent. thc Ent il.r' recognizes that asse t when, and only whe n.

it controls or regulates thc scr!iccs thc operator must provide together with the asset, to whom it

lulust providc them, ancl a( rvlra( pricc. In thc casc ot'asscts other than 'whole-of-life' assets, il

controls. through ownership. bcnclicial cntitlcnrcnt. or othcrwise any signilicant residual inlercst

in thc asset at thc cnd ol'thc arrangcnrcnt. An)' asscls so recognized arc tneasured at their tair

,ualuc. To the cxtcnt that an assct has bccn rccognizcd. thc [r?lin also recognizes a corresponding

liability. adjusted by a cash consideratton paid or received.

tl
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t) Cash and cash equivalents.

Cash and cash equivalents cornprise cash on hand and cash at bank. shon-term dcposits on call.

and highly liquid investments with an original nlaturily ol thrce rnonths or lcss, which are readily

convertible to known amounts olcash and are subject to an insigniticant risk ol'changcs in value.

Bank account balances include arrourlts held at thc Central []ank ol Kenva and various

commercial banks at the end ol'thc tlnancial vear.

u) Comparative figures

Where necessary, comparative figures fbr the previous flnancial ycar have been arnended or

reconfigured to confbrm to the requircd changes in prcscntation.

r') Subsequent events

There have been no events subsequcnt to thc t'inancial ycul cnd with a signiticant irrpact on the

t'inancial statements for thc year ended Junc .30. 202.1.

l.l
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5. Significant Judgnrents and Sourccs of Estimation Uncertainty

Thc preparation of thc lintirv't llrrlrncial statenrcnls in confonrity rvith IPSAS requires

nlanagctllcnt to makc juclgrncnts. cstinratcs. artd assumptions that af lect thc reported amounts ol'

revenues, expcnses. assets and liabilitie's. and the disclosurc ofcontingent liabilities, at the end ol'

thc reporting pcriod. Horvcvcr. unccrlainty about thcsc assumptions and estimates could result in

oltcomes that rcquire a nlatcrial adjustnrcnt to the carr;-ing amount of thc asset or liability afl-ected

in lirture periods.

Estimates and assumptions.

Thc key assumptions conccrrring thc firturc ancl othcr kcy sources of estirnation uncertainty at the

rcporling datc. tlrat havc a signiliclnt rrsk ol'causrng a ntaterial adjustrncnt to the carrying amoullts

ot'asse(s and liabilities u'ithirr thc nc\t llrlancial vear. arc tlcscribed below'. The Errtil,r' based its

ilssulltptions and cstintatcs ()n parantctcrs arailablc sltcrr thc consolidatcd tlnancial statements

u,crc prcparcd. llowcvcr. cxisting e ircurrrstance's attd assutnptittns about future developments nla)'

changc due to ntarkct changcs ()r circunlslallccs alrsing lrcyond thc control of the 6rlli4r'. Such

changcs are rcflcctcd in the asstrmptiotrs w'he n they occur. IPSAS I . 140

Useful lives and residual value

The useftl lives and residual values ot'assels are assessed using the following indicators to inform

potential futurc use and value liont disposal:

a) The condition of the assct is bascd on thc asscsslrent olexpefts employed by the Entity.

b) The nature ol the assct. its susccptibility. and adaptability to changes in technology and

processes.

c) The naturc olthe proccsscs rn which thc asset is dcployed.

d1 Availability of funding to replacc' thc asset.

c ) Changes in the market in relation to thc asset

Provisions

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

available. Provisions are rncasurcd at thc nlanagemcnt's bcst estimate of the expenditure required

to settle the obligation at the rcporting date and are discounted to present value where the eff,ect is

material.

21
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6. Transfers from Other (iovcrnmcnt entitics

202t-202{
Description

Kshs

L;nconditional (i ra nts

Operational Grant 76. t55.48 I

Development grants

To(a I 76. I 55..18I

7. Other Recei ts

202J-202{

Kshs
24,000.000
( r.200,000) (8-s.000)

22.[i0(1.000 I (r.915.(XX)

The County Govsrnment ol'Meru through thc Dircctorltc ol'(iendcr idcntitlcd won'len

empowerment as a crucial element in the'society which Lrplitts nrany larrilrcs in the County.

They were granted an amount of Kshs.24 nrillion to bc clisbursed through registcred womcn

groups. Meru County Microfinance Corporation was to adrninister the funds at 0.5% of the total

amount disbursed.

202J-202.1 2022-20lJ
I)escription

Kshs

Interest eamed on loans issued 6.391.02 I

Application lees chargcd on loans

lnsurance fee charged on loans
-I'otal

7, t 65.28I 8,J92.2-1(r

lnterest earned, application f'ee and insururrcc [r'cs arc recogrrizctl onec a loAn is issucd to a cLrston]cr and
income thcreon is prorated up to lhc cnd ol'thc linancial yclr.

9, Fees and othcr charges

lnrert ( ulrcnt F\
lnser(

( ontparatir c F'|Description
Kslts Kshs

Fees l.l(x).(x)0

Total Fees t.2(x).(xx) 85.000

Meru County Microfinance Corporation entcred into a nlcnrorandurn ol' undcrstand ing with the
Department of Gender, Youth and Sports lbr worlen crrpowcn.ncnt within thc County. Thc
Corporation through its well established intiastructurc \\ ls to clisburse Kshs.24million on bchalf
of gender department at an administration tcc ol'0.5u,, ol tllis arr()unt rvhich anrounls tu
Kshs.1,200,000.

25

l
.r 1r5.6.10

-.\ 1r 5.6.10

l

2022-21t23

Kshs

80,155.48l

80, t 55.18I

Total receipts

Less: Administration lee at 0.5%

Net amount

2022-2023

Kshs
t7.000.000

Kshs

7. t9-1.456

5 7tt.tt4-s

6 t9.945

r{5.(x)0

8. I nterest Income
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I0. ()thcr I nco trtc

I nsert

Comparative F\
Kshr

Intcrcst ort casli invcstt'ttcnts ltrtd llrctl tlcposits 'l r6q 107 4.429.853

-ftrtal Othe r inconrc 3.269.307 4,429,851

l6

l)cscription
I nser( Currcnl F\

Ksh s
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I l. Use ofGoods and Senices

2 01J -2 02{
Description

Ks hs

2022-2023

Kshr

Electricity t{ t.515 240._394

Wale r 5 l. t0l .1t .901

Adverlising 611.9(X)

Fuel and Oil 1.105.0(x) t.255. t5.t

lns urarrcc

Legal Expenses

,.).()ll.l70

9.7(X)

I t.77r(.161

-+.1300

Postagc I5.900

Printing and Stationery (r.li(r I -11.045

Rent cxpcnscs l.(r09.577 2262.994

Capacity building 1.0()9.6.10 t.u27.750

Telecommun ication [.(](x) 9l(-5.500

Training l7 t.:.10 526.611

Travel. Subsistencc & Olher Allowances .1.62 t,250 -+.-l ti6.tt.ls

Bank charges 10.-+li6 1.659

Other program support expenses

Total
1.074..100

22,85J.872

4. 190.350

28. 173,959

17

t

t

l

I
I
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Dcscription

Sa larics a ntl u agcs

2023-21t21 2022-2tt23

.12.-s84.1 t6 43.77 4.633

l'-rnplovcr corttribution to pcttsitttt se ltctncs .+.444. I 7.1

7.1 r0.800 7.642.950

r.935.453 693.96.1

1..149.2It1 1.434.660

3.+.lt-s0

57.558.876

.17.800

5[t.0.r2.102

12. Emplovec Costs

4.45tt.29-s

llousing bcnc Ilts arttl allorrancct

Soc ia I contrihut ions

Cratuity

Othcr crrrplovcc rclatctl co:ls *

l. nr plor cc costs
* Othar cnt 1tlo.t'cc- rclul ad ttt.sl.:- t'cl(tt( lo lru.r'ntL'tll lo lhc Nutional Inclu.strial Truining

..luthority( N lT,1).

13. Ilo:r rrl l'irpcnscs

2073-2021
l)cscription

Thcre u'as a rcduction on directors sitting allouanccs bccause the term of the board expired in

Decemher 2023 and thcrc u'as r1o rcplacenrcrtt tirr the rcst ol the tinancial year.

l{. Deprccirtion anrl .\nrortization l'.rpcnsc

2023-2024
l)cscription

Kshs

Propcrry, plant. and cquipmcnt 683.688 | .496.30 r

lntangiblc asscts 3.092,5 r9
'f otal deprcciation and amortization 6ttJ.688

A largc contpoltenl ot'thc itcnrs urrtlcr cornputcrs and rclalcd equipmcnt was fully depreciatcd

last flnancial year. The systern undcr usc bv thc Corporation was also fully depreciated last

flnancial year under intangiblc asscts hcncc the tlifl'ercncc on depreciation hetwcen the two
ycars.

2022-202J

Kshs Kshs

Sitt ing Allor.r'anccs 2 3 8.tt5 0 3 83,360

238.850 381.360

2022-202J

Kshs

4.5tttr.820

Itt

Krhs 
- 

Kshs

'l otal
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Annual Reports and Financial Statenrents for the lcar entletl ,lune 30,2024

15. Repairs and Maintenance

16. Other Payments

Other payrnents relatt-'s to payrncnts rnadc to progran ncs thc Ciorporatitrrt rurrs in
conjunction with the County Departrncnts. Thc C'orporation had Mernorandurn of
Understanding with the departnlents ol' Co-opcrat ivcs antl Gender tbr cl isb r,rrserncnt
of lunds for ernpowerrnent ol wonre n within the C'ounty as firllows:

202J-2021 2022-21123

Kshs
Co-o cratl Ve 16.91

Ccndcr Il.r(00.000 7.000.000

2J.9 t 5.000

17. ('ash anrl Cash Equivalcnts

2021-202{
Dcscription

Kshs Kshs

Bank balanccs I t.08t(.719 I 7. t 67.899

Total Cash and ('ash l)quivalcrrts I01.J8tt.729 87,.167.tt99

Dctailcd Analysis of thc Cash and Cash Etpuilalents

.{ccou n t

nu nr ber

2023-202-l 2022-2023

Kshs Kshs

I I ti00s5l.ll

Kshs

260..1.1115J.l I8

202J-202{

hrhr
20?2-2023

l)escription

Vchicles

Fumiture and Fitlings r5.900

Conrputers 62-3.900t.208.732

Total Repairs and Maintenance I.668.890 900. I JJ

I2.tt(x).000-[otal

21122-21t23

Call Deposits 70.-l()0.(xx) 70.3(x).(xx)

Financial I nstitution

u) Bank ba la nces

KCB bank I1.99 1.6 l6 I 8. tti7.081

K('B bank Ih,r(x)85lle t.trl.l05 Itt-.].r.) l9

KCB bank I lll00l(llir)()

I l6t3_50199-.1

7 r(.72 9

(-s5 I .746 )

( I 11.657 )

(.1.17(r.07-1)K[ [] bank

KCtl bank lll'ilEl55 l() t7.87i) It3.9-l-s

K('ts bank Is80]..i..11-l 67.910 546.-s30

AIISA llank

K('B bank

20-ll505971

ll-s967t({()6

117.53 5

1.929.875

I I r9-17-1756 -r.075.6 t 5

J I,0ti8,729 I 7. t67.899Sub-'fotul

l9

Kshs

L

5.8I0

KCB bank

-r

I ..ll0.l6l



202J-202.r 2022-2023

Kshr
Account

numher Kshs
Finuncial Inst itution

I ()..1(x).(xx) -r0.1(x).(x x)

.10.(xx).000-+0.(xx).000

h) On - ('all l)cposits

AIISA llu rr k

K( ll llir n l

70.J00.00070.t00.0()0Suh--l-otal

87.,167.tt99I 0 t.38ti.729

Nl Il ltL r ('Ot, \-l'\' \l I ('R( )lrl \.\ \(' l'. ('( )l{l'Ol{.'\'l'lO\
Annual ltc orts and Financial Stlttcntcnts for thc vear en(lcd ,lune J0. 2024

( ir:rntl -l olaI

l0

I
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18. Receivables from Countv Corernntent

Allocation tbr the criod
Less: Recei ts clurin the ar (i)
Correction of partnership amounl wrongly postcd

as recel ts liom C'ount Trcasur

Total duc from ('oun Treasu

19. Prepavments

Balance brou t Iilru ard

Rent cx cnse lbl thc criod
Less aid durrn thc cllt

20. Atlvanccs tlue fronr custonlcrs

Loan interest charge

Loan re en ts (llll

2 0ll- 2 021

Kshs
7 t.094.850
76.1 55.4U 1

165.244.826)

82.(X)5.505

2023-2021

176.000
I76.000

(176.(X)0)

2 76.000

202J-21t21

Kshs
l]9.941.799
17.79t.699

uq4!*
(50,5 | r.539)

Kshs
276.000
7.14.000

( 7-l-1.000 )

276.000

2022-2023

Kshs
1.r2.n26.628
56.6tr5.710

n.192.24-s
( -5 7.962.7ti5 )

IJalancc carrietl tlou n

21t22-21123

Kshs
6l ..101 .009Balance brou ht lbrward
tt0,I 55,,18 I

(n7.46 r .640)

I 7.(XX).0(X)

71.09{.1150

21t22-2023

Kshs

Balance brought fbrward
Loan advanccs Io customers ( i)

ir

Rent prepaid
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Propeny plant and Equipment includcs thc tbllorr ing lsscts thut arc lirlly dcprcciatcd

I)cscription ( osl or r alu:rtion
\ormal an nual

depreciation charge
Plant and Machincry

Motor Vehiclcs including Motorcyclcs 9. t05.8tr6 2.276.472

Computers and Related Equiprnent I 1.707.,120 t.692.487
'l'otal 20.8l J.306 3,968.959
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Annual Rep orts antl Financial Sttttcntents for thc r'car cntled June J0. 2024

22. lntangiblc ..\sscts

l)cscription

(lost

..\t bcginning of thr: r'ear 25.252.444

I5.252.11-t

lnrpainncnt loss

\t errrl ol tltc r c:tr

. \ rno rtizat ion antl intltitirlttent

.\t bcginning ol'the I car

Anrortization

I5.152..1-11

8.670.401

n.091.3 5 5

r o.ioz.rso

\B\

23.-l'ratlc antl Othcr l'arahlcs

l)cscription

'l'radc payahlcs

Employcc payablcs

1'h i rd-party par-rncn ts
'l'otll tra(lc antl rtthe r plr:tbles

.{.59 t .91 7

2J. llclirndable Custonrcrs [)cposits/sar ings

l)r:scription

( )pcnirrg ba lancc 7t(..170.1 tt2 74.65 I . l6_3

Sal'rngs rcccn cd lirr thc 5'car ( i ) l.t I I.00t 1.620.9q7

Sar ings rctirnclctl tlulirtg tlrc tcar (rr) ( I.6-10. 125) (3.801.97U)

.l otilI S:r\ ings
**Mcru county rnicrofinance corporation operates undcr a group lending rnodcl which rcqrrires

membcrs in a group to save a substantial arnount of money' that acts as cash collateral for loans.

The savrngs mobilized arc refundablc to the cxiting membcrs on requcst and on condition that thc

group has no outstanding loans u'ith Mcru County Microfinance Corporation.

25. ..\ccuntulate tl Stt r1t lrrs

[]a larr ce brou t tonr ltrd
Srr Ius/(Deficit) lbr thc 4.785,893

2022-2023

Ksh s

2023-2021

Kshs

)5.252.444

Additions
l -s.2 5l..l-1.125.252^444

15.252.444 25.252.141

t022-2023

Ksh s

2021-2024

Ks hs

934.3 70

5.526.287

2022-20232023-2024

KshsKs lrs

78.470. t n2tt t.{).1 I .058

2022-2023202J-2021

KshrKslrs
68.828.9,s062.t102,955
(6.025,995 )

62.E02J55lla lir n ce carrietl tlorr n

car

.t.l

67.588,E{t

r\t entl of the l ear

--------f

---,--------+- l
--l

+-

1-

_ ,--l-
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26. Employee Benefit Obligations

Retirement benefi t Asset/ Liabilitl

The Entity operates a dcllncd bcnefit schcrnc lbr all tirll-tirlc crnpltrvccs tiorn July 1.2017. flrc schcnre is

adrninistered by CPF Financial Serriccs. 
.l'hc 

schcrtrc' is hasctl on I50o perccntagc contribution by the

errployer and 12.5%by thc employee olthc salary ot'an enrploycc. [inrployer contributions are recognized

as expcnses in the statcment of llnancial pcrtbrmancc rvithin the period thcy arc incurrcd. The

C'orporation also contributes to the staturor) National Soe ial Sccuritl- l-und (NSSF). This is a dcllned

contribution schente registered un(lL'r thc National Social Sccuritv Act. Thc ( trrporarion's ohligarion

undcr NSSF rs lirnitcd to spccific contributions lcgislatcrl liorn (irlc to tirnc.

-15



27.
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Financial Risk I\lanagemcnt

Tlrc Firrtiry's lcti\ itics cxposc il to ir r urictv ol'llnancial risks inclLrding credit ancl liquidity risks and

ctltcts ol'clralgcs in lirrcign cut'rcnc\. 
-l'hc tintity's ovcralt risk managemcllt programme fbcuscs on

the unprctiictability ot'changes in thc [rusincss crrvirotttncnt and seeks to mlnlrnlse thc potcntial

aclvcrsc e ll'cct of such risks on its pcrlirrrnartcc' by sc'tting acccptable levels ol risk. Thc Entitv tlocs

not ltcdgc any risks and has in placc policics t() clrsurc that credit is only extcndcd to customcrs wilh

an cslablishctl credit historr,.'l'hc [-intitl's llnancral risk tnanagentent objectivcs and policies arc

clctailccl bclorr :

l6
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i) Credit risk

The Entity has exposure to credit risk, r,u'hich is the risk that a counterparty will be unablc to pay

amounts in fullwhen due. Credit risk ariscs fionr cash ancl cash ccluivalcnts. and deposits rvith banks.

as well as trade and other receivables and available-lor-salc tlnancial investments. Managetrent

assesses the credit quality of each custorner. taking into account its tlnancial position. past

experience, and other factors. Indir idual risk limits are sct bascd on internal or cxtcntal assesstnents

tn accordance with limits set by thc tlircctors. The anrounts prcscntecl in thc statcntcnt ol'llnancial

position are net of allowances fbr doubtlirl rcccir ables, cstinrirtcd b1- thc Entit.v.''s mana-qetrent based

on prior experiencc and their assessnlent ol'the curent ccononric unvironmcnt.

Financial Risk Management

The carrying amount of tlnancial assets rccorded in thc trnancial statements rcpresenting the Entity's

maximum exposure to credit risk without taking account thc vrluc olany collatcral obtained is made

up as fbllows:

Bank balances
'fotul

Rcccivablcs fionr cxchungc

transactions

Barrk balanccs

Total
anlou nt

1.r9.9-1 1.799 l_19.91 1.799

I 7. 167.899

157.109.697

I nrpa ired
cscflptronI)

__-1---- ---- l
it-

The customers under the I'ully perlbnning calcgory arc paying thcir debts as thcv continue trading.

The credit risk assocrated with these rccervablcs is rnirrinral lnd the allorvancc lbr uncollcctible

amounts that the Entity has recognisecl in thc llnrnciirl \tirtcnlcnts is consiclcrcd adcquiltc lo co\ cr

any potentially irrccoverable arnounts. Thc Entity has a signilicant concc'ntration ot'credit risk on

amounts due lrom amounts due fiorn custornels. Thc board ol'directors sets thc Entity's credit

policies and objectives and lays dor.r'n parametcrs rr'ithin u hich the various aspL'cts ol' credit risk

management are operated.

Kshs Kshs

As at 30th June 2024

Receivables fiom exchange'
134.-387.239

l)ast tlu e

Kshr Kshs

1.11..il7.1.r9

3 t.0tt8,729 i t.0lJlr.7l9

As at J0 ,lunc 202J 165.175.96u

l7.l67.tige
-fotal

I 57. t 09.697

.17

Fullr

Jrerlirrnring

transactions

16.s..175.96tt



\ll..l{l ( ()t'\ I'\ \ll('ltol"l\ \\( I ( ol{l'()lt \1 lo\
Annual licp orts antl Finlncial Statcrttcttts lirr thc 1'ear cntlctl ,lunc 30.2021

ii) Liquidit.'" risk management

Ultinratc rcsponsibilitl,fbr liquiditl risk tnarragcmcnt rests rvtth the Entity's directors, who have built

an appropriatc liquidity risk tnanagcrncnt l}anlcwork lbr thc management ol'the Entity's short.

6cclium. and long-tcrrr firnrling and liquiclity nranagenrent requirements. The Entity managcs

liquidity risk fhrough conrinuous rnonitoring of' tbrccasts and actuat cash tlows. The table bclorv

rcprcscnts cash tlows payablc by, thc t:ntity undcr non-derivative financial liabilities by thcir

rcntaining contractual nraturilics al tltc rcporling clatc. Thc amounts disclosed in the table arc thc

cttntractual undiscounlcci cas[ tlou s. l]alanccs dtre rvithin I 2 months equal their carrying balanccs.

as thc impact ol'discountrng is not sigrrilicant.

l.css than I
rnonth

Kshs Kshs Ksh s Kshs

..\s rt J0tr' .lunc 202.1

Tradc pavablcs l(r.761.756 81.0'11.0-slt 97.803.1{ l,l

J-ota l

As at Jl)rr'.lune 202J

I 6.7(12.756 81.0.1I .05t1

Tradc payables 82.898.191

'['otal t..l2lt.0 t 0 78.470,I 82

iii) Market risk

Thc 1i2rir.r, has pur in placc an interrral auclit llnction lo assist it in assessrng the risk faced by thc

Enrtty on an ongoing basis. cr aluatc arrcl tcst thc design and effectiveness of its intemal accoullting

ancl opcrational conrrols. Markct risk is thc risk arisrng tiom changes in market prices. such as

intcrcst ratcs. equity priccs. antl lirrcigrr cxchangc ratcs which will afl'ect thc Entity's income or lho

value ol'its holding ol trnancial instru|ncnts. The objectivc of rnarket risk tnanagcment is to managc

an6 control market risk exposurcs u ithin acccptablc parantcters while optimislng the retum. Overall

rcsponsibility for rnanaging rnarket risk rcsts rvith the Audit and Risk Management Committee. Thc

F-ntity's Risk Dcpartnrcnt is rcsponsible tirr thc devcloprrcnt of detailed risk management policics

(subjcct t6 rcvie,,v and applovirl b-v- thc ,Audit and Risk Management Committee) and for the day-to-

clay inrp lcntentation of'thosc polictes. Thcrc has bccn no change to the Entity's exposure to markct

risks or the u'ay it nranagcs and r.neasurcs thc risk.

a) Forcign curreno ris k

The Entit.t has transactional cuncncy cxposurcs. Such exposure arises through purchases ol goods

and scn,iccs that are done in cut'renclcs othcr than thc local currency. The Erttitt' manages foreign

.3 tt

Ilctuccn l-J
rronths

'l'otll
[)cscriptrott

.1.41r,t.010 78.470.1 tt2

82.89tt.1 92

97.80J.8l.l

Orer 5

months

I
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Management of interest rate risk

To manage the intcrest rate risk, nranagement has enclcarourcd to bank with institutions that oltcr

tavourable interest rates.

Sensitivity analysis

The Entity analyses its interest ratc exposure on a dynarnic basis by conducting a scnsitil'ity analysrs.

This involves determining the impact on protit or loss ol'detlne(l ratc shitis. Thc scnsitivity analysis

for interest rate risk assumes that all other variables, in particular lbreign exchangc ratcs. retnain

constant. The analysis has been perlbrrncd on lhc sarnc basis as thc prior year. Using thc encl ol'thc

year figures, the sensitivity analysis indicates the irnpact ()n thc statcmcnt ol'conlprehcnsive income it

current floating inte'rest rates incrcasc'riccrease by onc pcrccntagc point as a dec rcasc 'increasc of'

Kshs 3ti,34l (Current FY: Kshs.42.000). A ratc int lcase. clec rcase of' 5('i, would resull in a

decrease/increase in protit before trx olKshsl9l.70,5 (('urrcnt FY Kshs2 10.000).

.19

Financial Risk Management(Cont'd)

exchange risk from future commercial transactions ancl rccognised assets and liabilities by projecting

expected sales proceeds and matching the same w'ith cxpccte.d paynlcnts.

b) Interest rate risk

Interest rate risk is the risk that the Entitl,'s trnancial condition ntay be adversely aflected as a result

of changes in interest rate levels. Thc Entity's intcrcst ratc risk ariscs lrom bank deposits. This

exposes the Entity to cash flow interest rate risk. Thc intcrest ratc- risk exposurc ariscs rnainly tiont

interest rate movements on the Entity's dcposits.
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l;:tir r itluc ol ll ttrt ncia I asscts anrl lilbilitics

a) Financial instruments are mcasurctl at fair lalue.

l)ctcrmination of fair value and fair l'alucs hierarchl'

IPSAS 30 spccitics a hicrarchy ol' r'aluation tcchniclues based on whether thc inputs to thosc

valuation techniqucs arc obscrr ablc or unobscr!'ablc. Observable inpilts reflect market data obtaincd

liorn ipilcltcndcnt s()urces: lrrpbscn lblc inputs rcllcct thc Erttit.r"; ntarkct assuntptions. Thcsc trvo

t1,pcs of' inputs hlr c crcatc(l ths Ii)ll()\\ irrg llir r iltrc hicrarchy:

a Level I Quotcd priccs (unarljustctl) in activc tnarkets fbr identical assets or liabilities. TItis

level includes listcd cqtrity- scctrritics and dcbl instruments on exchanges.

Lcvel 2 lnpurs other rhan rluoted prices included within Level I that are observable tirr

lhc assct or liabilitl,. cirhcr ilircctly- (that is. as prices) or indirectly (that is. derived lionr

priccs).

Lcycl -3 inputs fbr thc itsscl or liability' that arc not based on observable markel clata

(unobscrvablc rnputs). Thts lcvel includcs equity investments and debt instruments w ith

signilicant unobscn,ablc contp()nents. This hierarchy requires the use olobservable rnarkct

clata rvhcn availablc. Thc i:rrllll considcrs relevant and observable market prices in it\

valuations whe re possiblc.

a

a

iv) Capital Risk Management

Thc ohjcctir c ol'thc Entit)-'s capital rirk rnanagcnrcnt is to salcguard the Entity's ability to continuc

as a going conccnt. Thc tntitl capititl strLluttrrc cotllPriscs of thc lbllorving lunds:

21t22-2023
l)cscription

Ks hs

IlcvalLration Rcscrr c 62.802.955

Ilotaincd Eamings t55.303.5tt4

('apital Rcservc

'l-otal l-u n tls

I otal llon-orr inus

Lcss: ( irslt arrd Ilirrtk lJalartccr

\ct l)ebt/(Ercess ('ash Antl (-lsh liqrrirtlcnts)

10 t.38Ii.729 87..167.tt99

Kslrs

67.5tt8.1t48

r55,103,584

2ltt.t06.539222.892,132

-10

32.1.28 t.161 r J0.6311.640

2023-2024
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2 ri. Rclate tl I)a rft l)isclosures

\ atu rc ol'rclatctl tlarty rclationsh ips

Entities and other parties related to the Eltili include thosc paltics rvho havc the ability Io exercise

control or exercise significant influencc over its opcrirting and lrnancial decisions. Relatcd parties

include management personnel, their associates, and close l-antily rnembers.

Government of Kenva

The Govemment of Kenya is the principal share.holdcr ol'the /jlrlrr.. holding

equity interest. The Govcmment ol'Kcnya has pror idcd lirll suar;lntecs to all

the Entity. both domestic ancl external.

Other related parties include:

Depa(ment of Finance. Economic Planning and l('T

Department o1'Gender and Sports

County Covernment

Key management.

Board of Directors

202-]-202J
Description

Kshs

Transactions rvith relaterl partics

a) Grants /transfcrs fronr the govcrnnlent

r)

ii)

iii)

iv)

v)

10096 of the Eirli1.r'li

krng-tenr lcndcrs of

Kslts
L

76.155.-t8 t s0. l-55.11{ I

Funds advanced tbr partnerships ll.r{(x ).(xx)
'I'otal 9ti.955.{tt I

a) Ke.'" management compcnsation

l.r ti.f,i50 I8 -1..r 60
'l otal 99. t 9{.J3 I 97.070..1Ii I

29. Events after the Reporting l'eriod

There rverc no material adjustrng and norr-adjustinq cvcnts aticr thc rcporting porio(l

30. Ultimate And Holding Entitl

The Entity is a Corporation under the ('ounty Governnrcnt of Mcru

Jl. Currency

The financial statements are presented in Kenya Shillings (Kshs) rounded to thc nearest Kshs

2022-202J

16.9 15.(xx)

+l

t--

Grants from County govemment

i Directors' emoluments
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20. Appendices

Appendir I : Implementation Status of Autlitor-(icneral's Recommendations

'l'imefra me:

( Put u tlulc wlrcn

-|'0 u c.Ypcct llre

i.\s e t0 he

rcsttlva )

Rcl'erence

\o. on thc

crternal

autlit

l{e po rt

l

I
llcsolr ccl

Il cso lr ctl

I{ cso lr cd

Status:

( Rcsolvctl / ,\'ol

Rcsoh'crl)

Trade and other payables tully supported and paid out

\larragctlent colrr rtte tt t\

I lrrsul.rportctl loitns tlttc tl'ottt
T'hc loutts riuc hur c 'ittec bcctt stlpp()rtcd

Tlrc hank acc()r.lnt ltrs hccrr rcconcilcd

custollters

lssuc / ()hscrvations front

.\urlitor

Unsupported trade and othcr

payables

lnaccuratu' hank and cash

balance

llcsolvcd

Rcsolr cd

-l

5

This was causcd by inadequatc tunding fbr stalf salarics

The ditl'erences bctwcen the two statements were

explained

Inaccuracy of' stalT costs

lnaccuracies in the statement
of comparison of budget and

actual amou nts

.ll
(

-t
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Reference

No. on the

external

a udit

Report

lssue / Observations from

Auditor
Nlanagemcnt conrments

Status:

(Resolved / Not

Resolved)

Timeframe:

(Put a date when

you acpect the

issue to be

resolved)

REPORT ON LAWFULNESS AND EFFII(.TIVENESS IN USE OF PTJBLIC RESOURCES

Unauthorized Deposit taking
business

The Corporation does not carry out deposit taking

business but receives savings to act as collateral for

loans undertaken

Deposit taking

regrstrat ion not

undcrtakcn

This is subject to

avarlability ol

l'cs() rl rc cs

Rcsolvct'l

Rcsolvcd

Not rcsolvcd

l Failure to provide quarterly
loan arrears reports

lrregu la r payment of special
duty allowance

-1 Ethn ic composition

Late remittance of statu to l'y

deductions

(t Violation of the Corpo ration's
enabling Act

The reports u,ere subsequcntly subntittcd

The (-orporation's hurnan resourccs rnanual has bcen

updatcd and rcsularizcd u'ith the PS( rtrlnual

The issue to be adtlrcssctl in lirturr. rccntitln!.nts

Causcd by latc disburscnlent by thc National Treasury \()l rc\()\ c(l

The Corporation is yct to recruit a substanlive secretary

to the board
Nttt resolved

l'^ax-

-l.l

--___-----F
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M.D

Datc a\'4 \?"N

Appentlir II: Projects implenrented by Nleru County Microfinance (iorporation

Projccts irnplemented by the Entity Funded by dcvclopment partncrs andi or thc (iovcrnnlcnt

Project Number l)onor I'eriod/
rluralion

l)o no r conr nril nrenl

Stat us of l'ro.iect ('onrplction

Consolitlatcd in
t hese fi nancial
sta te rne n ts.
(\ es/\o )

Separate rlonor
reporting
rcquired ts pcr
the rlonor
agrcemen(
\ es/\o

l'rojcct title

S/Ntt I'roject \ ante Total project
Cost

'f otal erpended trr

date

('omplction (7o to date Iludgel ,\ctual So u rces ol'
funds

---4
A/A

-1-1

r<.

1tr

I
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6:.550.986

\\'here Recorded/recognized
Nature:
Recurrent/
Development

/Others

Total
Amount -
KES

1.69.1.1{.1()

502.7(X)

J.5ll.l(x)

Receir a blcs

1.69i.lt.10

Others -

must be

specific

5..1 t9.sOJ

502.700

5...i t9.t(()-+

{.5l-1..1(x)

Statement of
Financial
Performancc

l)cferretl
l n contc

Cap ital
Reserr c

ll( 09 ]01-l

I t0 ]0ll

06 l] ]01.1

l0 0I l0ll

5. t95.n2 I

5.166.7.19

-s.172.6 t6

lo 0l l0l-+
Rcc rr rrcn I

Rec urrent

N,lcru ('ounty

Menr Counly

Meru County

Meru County

\lcru ( ounlr

Ment ('ountv

Meru ('oun(v

N'lcru ( ountv

M!'ru ( ount\

\lcrrr ( ounl r

\lcru ( oLrntr

Meru County

Meru County

I1 os l0ll

Recurrent

Recurrr'nl

Recurrent

Recurrcnt

Rccrrn r,'nt

Recurrcnt

Recurrent

llcc urrcnl

Ilcc Lr r-rcnt

0s 0l l0l.+

()s 0l l0l-+

Da(e

received as

per hank
statement

03,04'2024

ll 05 l()2.1

07 06 :02{

R r--c u rrc nt

REunent

Name of the
Entitl'
Transferring
the fu nds

()6 07/]021

t60lt/202,1

5..r t9.804

t().r{ll.-159

5.]l l.lil

5. te5.xt I

5.166.7-39

5..172.6 t6

5.-l t9.lt0-l

5..1 t9.r{0.1

x9 I .l.l.l

5..llt.lI l

i{.6{){.-l()5

xr) | . -1.1 I

ti-()0"+..195

65.2{{.lt26 2.69J.tt-10

Total
Transfers
d uring the

Year

2.693.1r40

-5 01.7( X )

5.1l9.ll().1

5.3 t9.804

5.I l 9. iro-l

t0.r.(21.359

l.5l{..r(x)

li9l.l.r.l

s.6( |.1.-195

_.1

5. t95.112 I

5.266.7-19

5.-171.() l6

Tola I

.15

65.2.t-l.tt26

Appendix l\': Transfers from Other Government Entities

I1

5..1 l 9.l.i0.l

l0.l(11..r59

5..lll.il t
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.{ppcntlir \'- Inter-E.ntit\ ( onlirnration l.ctlcr

Namc of transt-:rring cntity

Name of beneficiary cntity:

Confirmation of amounls rcceivetl as at J0rh June 202'l

I)atc [) isburscd

lotal
( ) (,\.1|) I{enra rks

Total

I contlrnr that thc antounts slto* n abrrr c arc c()r[cct as ol'thc datc indicatcd

Head of Accounts Department - Disbursing Entitl:

t

Ilccurrcnt (A) [)cr,clo nrcn t ( ll )

... l)atc

..... l)atc

\anre..

Head of Accounts l)epartmcnt - lleneficiarl Entit-r:

N ame ..... Sign ......

Rclcrcncc Nurlbcr

l(,
rl.

t
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Appendix VI: Reporting of Climate Relevant Expenditures

Project
Namc

Proj ect
l)escription

Project
()bjcctives

Project
Activities

Qu a rtcr Source of
Fu nds

lmplementing
Partners

Qr Q2 Ql Q4

\lo
Nj tg

17

t- --
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.\ppenrlir Yll: Reporting on Disaster )lanagenrenl flrpenditurc

('olumn III ('trlLrmn IV Column V

('omnrcnts

N

C'o ltttnn
VII

C'olurnn
\/l

( oluttttt Il( oltttnn I

Ar.nount
(Kshs. )

G-ategory ol'disaster rclatcd Actir iti' that F xpcntliture

r"-quirc crpcttd itttrc rcport ittt
(rcsp0tlSC,l-CCOVCIY n'tttrgiltlon Prcp arcdncss )

llcrn
Disastcr
Type

Sub-
progranrnrc

Prograrnnrc

-l l(

tQ )

I

/t,
I


