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1. Acronyms and Glossary of Terms

a) Acronyms

BOM Board of Management

ICPAK Institute of Certified Public Accountants of Kenya
IPSAS International Public Sector Accounting Standards
PFM Public Finance Management

PSASB Public Sector Accounting Standards Board

Kshs Kenya Shillings

MCADCF Migori County Alcoholic Drinks Control Fund.
NACADA National Campaign Against Alcohol and Drug Abuse.
NPS National Police Service.

KRA Kenya Revenue Authority.

KEBS Kenya Bureau of Standards

CECM County Executive Committee Member.

CPA Certified Public Accountant.

BCOM Bachelor of Commerce.

MBA Master’s in Business Administration.

GHG Green House Gases.

EAC East Africa Community.

EALA East Africa Legislative Assembly.

ACA Anti-Counterfeit Authority
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2. Key Information and Management

a) Background information

Migori County Alcoholic Drinks Control Fund is established by and derives its authority and

accountability from Migori County Alcoholic Drinks Control Act, 2016. The Fund is wholly

owned by the County Government of Migori, Department of Trade, Tourism, Marketing and

Industrialization and is domiciled in Kenya.

b) Objectives of the Fund

The fund’s object and purpose is to provide for the licensing of alcoholic drinks by the County

Government pursuant to Part H of the Fourth Schedule to the Constitution so as to control the

production, sale, distribution, promotion and use of alcoholic drinks and the promotion of

research, treatment and rehabilitation for persons —

s
1.

ii.

iii.

iv.

vi.

vil.

Protect the health of the individual in the light of the dangers of excessive consumption
of alcoholic drinks;

Protect persons under the age of eighteen years from negative impact on health and social
development from exposure to advertisements of alcoholic drinks;

Protect consumers of alcoholic drinks from misleading or deceptive inducements and
inform them of the risks of excessive consumption of alcoholic drinks;

2016 Migori County Alcoholic Drinks Control No. 8 Protect the health of persons under
the age of eighteen years by preventing their access to alcoholic drinks Inform and
educate the residents in the County on the health, social and economic consequences of
the consumption of alcoholic drinks;

Adopt and implement effective measures to eliminate illicit trade in alcohol including
smuggling, illicit manufacturing and counterfeiting;

Ensure fair and ethical business practices related to production, distribution, promotion
and scale of alcoholic drinks;

Reduce and mitigate the negative health, social and economic impact on communities
resulting from production, sale and consumption of alcoholic drinks;Promotion of fair

trade practices

1l



Migori County Alcoholic Drinks Control Fund
Report and Financial Statements
For the period ended June 30, 2024.

¢) Principal Activities

The principal activity/mission/ mandate of the Fund is to:

i.

ses
111.

iv.

vi.

vii.

viii.

ix.

Xi.

Issue the licences in accordance to the act

Curry out public education on alcoholic drinks control in the county directly and in
collaboration with other public or private bodies and institutions

Facilitate citizen participation in matters that relate to alcoholic drinks and drug
abuse in accordance to the framework for citizen participation.

Facilitate and promote in collaboration with other county and National government
institutions the establishment of treatment and rehabilitation facilities and
programs

Curry out research directly or in collaboration with other institutions and serve as
the repository of data and statistics related to alcoholic drinks and drug abuse
control; and maintain a register of alcoholic license within the county

Develop in collaboration with other County and National government departments
strategies and plans for implementing this Act and any other relevant National
legislation relating to control of alcohol abuse.

Advise the executive member generally on the exercise of his/her powers and
functions under the Act, and in particular on County policies and laws to be
adopted in regards to the production, manufacture, sale and consumption of
alcoholic drinks

In collaboration with other relevant County departments prepare and submit an
alcoholic drinks status report bi- annually in the prescribed manner to the executive
member which shall be transmitted to the County Executive Board and County
assembly

Recommend to the executive member the formulation of laws and regulations
related to alcoholic drinks.

Monitoring and evaluating the implementation of the Act including the operation
of the sub county committees and advising the executive member on the necessary
measures to be adopted

In collaboration with other County sub- board and enforcement board prepare and
submit to the executive on quarterly basis, an alcohol abuse control status report

containing such matters as may be specified by the executive member

v
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xii.  Carry out such other roles necessary for the implementation of the objects and
purpose of the Act and perform other such functions as may, from time to time, be
assigned by the executive member

d) Source of Funds
The Fund shall consist of-
a)  Such monies as may be appropriated by the County assembly;
b) Such license and other fees as may be payable under this Act;
¢)  Such sums received, including contributions, gifts or grants from or by way of
testamentary bequest by any person;
d) Monies earned or arising from any investment of the fund;
e)  All other sums which may in any investment of the fund;

) All other sums which may in any manner become payable to, or vested in the fund

e) Expenditure of the Fund

The Fund shall be used for meeting the capital and recurrent expenditure relating to-
a)  Carrying out the functions of the committee stipulated under section 4;
b)  Assisting in the operations of the sub-county committees;

¢)  Any other matter incidental to the matters stated in paragraph (a) and (b).

f) Board of Trustees/Fund Administration Committee

Ref | Name Position
1 Dr. Betty Samburu Chair Person
2 David Gachoki Member representing NPS
3 | Mr. Lazarus Ogutu Ngwala. Fund Administrator/ Secretary
4 Reuben Kemboi Member representing NPS
5 Edward Holy Okwama County Attorney office.
6 | Augustine Bala Member
7 | Hellen Achieng Member
g8 | Naomi Roosevelt Oluoch Community Member Representative
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g) Key Management Team

Ref | Name Position
1 Mr. Lazarus Ogutu Ngwala. Fund Administrator
2 CPA Mary Chabi Fund Accountant

h) Fiduciary Oversight Arrangements

SN Position Name

1 | Directorate Internal Audit

i) Registered Offices

Migori County Alcoholic Drinks Control Fund

Department of Trade, Marketing, Tourism and Industrialization
Opposite Huduma Centre Migori

P.O. Box 195-40400

Migori

KENYA

j) Fund Contacts

C.O Trade, Industrialization: Telephone: (254)713466482
E-mail: info@migori.go.ke
Website: www.migori.go.ke

k) Fund Bankers
Kenya Commercial Bank (K) Ltd- Migori Branch

1) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya
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m) Principal Legal Adviser
The County Attorney

Migori County Headquarters
P.O.Box. 469

Migori

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

n) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

0) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

p) County Attorney

The County Attorney
Office of the County Attorney
P.O Box 195-40400

Suna- Migori
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3. Fund Administration Committee

Name

Details of qualifications and experience

Name: Dr. Betty Samburu
Age: 50 Years
Qualifications: BED Home Economics

MSC Foods Nutrition and Dietetics
PHD Foods Nutrition and Dietetics
Chair person

Name: Mr. Lazarus Ogutu Ngwala.
Age :52 Yrs.
Academic Qualification: BEd

Fund Administrator/ Secretary

Name: Edward Holy Okwama

Age: 42 Years

Qualification:  Bachelor in Laws(LLB)
Masters in Laws (LLM)

County Attorney

Name: Hellen Achieng Oluoch
Age: 38 Years
Qualification Diploma in Social Work

Community Member Representative
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Name: Akinyi Augustine Bala
Age: 38 Years
Qualification  Diploma in Community Development

Community Member Representative

Name: Naomi Roosevelt Oluoch

Age: 37 Years

Qualification Masters (MPH Epidemiology and
population Health)

County Public Health Officer

Name: David Gachoki

Age: 47 Years

Qualification Masters in National Security and
Strategy

County National Police Service /KPS

Name: Reuben Kemboi

Age: 46 Years

Qualification Bachelors in applied aquatic
Sciences

County National Police Service / CIPU
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4. Management Team

Name Details of qualifications and experience

Name: Mr. Lazarus Ogutu Ngwala.
Age :52 Yrs.
Academic Qualification: BEd

Fund Administrator.

Name: CPA Mary Chabi

Age:37

Academic Qualification: BCOM (Finance),
CPAK.

Fund Accountant.




Migori County Alcoholic Drinks Control Fund
Réeport and Financial Statements
For the period ended June 30, 2024.

5. Board/Fund Chairperson’s Report

The Migori County Alcoholic Drinks Regulations Administrative Review Committee derives its
mandate from Migori County Alcoholic Drinks Control Act, 2016 Section 10 (1). The
composition of this board is spelt out in the act under the same section. For the period under
review, the board was responsible for the reviewing on the appeal decisions made by the sub-
county committees and carrying out such other functions of the board as spelt out in the
MCADCA 2016. Significant changes have taken place within the management of this fund
within the period. For the first nine months, The Fund Administrator was CPA Collins Bala and

was later replaced by Mr. Lazarus Ogutu Ngwala., Acting Director for Trade.

The board through the Enforcement committee established under section 51 of MCADCA 2016
carried out a county-wide verification of compliance with licensing exercise in the month of
February and March 2024, that saw the revenue from licenses, fines and penalties rise from the
budgeted amount of ksh 7.5m to ksh. 9.3m. Several strategies including organizing for crack
downs, random spot checks, sensitization and advocacy, mapping of new outlets and subsequent
invoicing, enforcement of compliance have been done by the board resulting into increased
regulation of production, sale, consumption and distribution of alcoholic drinks and beverages

within the county.

This board is committed to the construction, establishment and operationalisation of a Treatment
and Rehabilitation Centre as mandated by The Migori County Alcoholic Drinks Control Act,
2016 and called for collaboration with other agencies such as The Department of Health,
Department of Lands, NACADA and the Administrative units in consultation with key stake
holders to come up with a road map to establishing a sustainable Treatment and Rehabilitation
Centre. To jump start the process, the board organised for a bench marking visit to Asumbi
Treatment Centre that revealed key encumbrances that must be solved for a rehabilitation centre
to be established. This acted as a learning point and several consultations are still on course that
will inform the process of funding and establishment of a sustainable Treatment and
Rehabilitation Centre that shall provide appropriate treatment, counselling and rehabilitation

services to help people affected by the menace of alcohol and illicit drugs

X1
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The county being domiciled in the sugar belt, the lake and the border is far much pre-disposed to
many contrabands’ goods, illicit drugs and illicit undertakings, collaboration with the
interagency team especially KRA, KEBS, ACA, NPS, NGAO, NACADA and Public Health has
been of great help. With the help of these agencies, 600 outlets have been mapped, 490 inspected
and vetted out of which 550 have paid their licensing fees and issued with permits. The use of
multispectral approach (country to country) involvement of EAC/EALA was proposed to

harmonize the cost of ethanol.

In the next financial year, the board intends to fast track the establishment of the rehabilitation
and treatment centre through compliance with the requisite processes, consultations and
collaborations. 1 envision an upscale of outlets mapped and in control and licensing,
strengthening of internal control systems to prudently manage resources and revamping
enforcement of compliance. We remain committed to the objects of Migori County Alcoholic
Drinks Control Act, 2016 which is to control sale, production, distribution, promotion and use of

alcoholic drinks and the promotion of research, treatment and rehabilitation for persons

dependent on alcoholic drinks
COUNTY EXECUTIVE COMMITTEE Mmsuﬁ

TRADE, TOURISH & COOPERATIVES
(1o NOV Zuti

Signature...W ......... .OuNTY OF MIGORI
| \?‘ (;}E‘:uauc OF KENYA

Name: Dr. Betty Samburbe—

Chairperson
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6. Report of The Fund Administrator

Migori County Alcoholic Drinks Control fund draws its funds from the monies appropriated
by the Migori County Assembly and licenses and other fees under the Migori County
Alcoholic Drinks Control Act, 2016 Section 6. During the period under review, the total
budgeted provision from collection in terms of licensing and applications was Kshs. 5,500.00
while the amount appropriated by the County Assembly was Kshs. 2,000,000.00 giving as
total budget of Kshs. 7,500,000.00. In the same period, a lot of strategies were put in place
to ensure compliance with Migori County Alcoholic Drinks Control Act, 2016 Section 6
resulting in an increased revenue from issuance of licenses at Kshs. 9,342,052.00 for the year
ended June 30,2024,

Several activities were initiated including mapping of outlets, invoicing and issuance of
licenses. In addition, there were a number of sub-county committee sensitization meetings
and campaigns on strategies to carry out the functions of the fund. In the fiscal year
2023/2024, the board carried out inspection and verification to 550 new applicants, mapped
600 liquor outlets and issued 490 licences to business premises. Additionally, 8 public
participation fora were conducted within the county to create more public awareness. These
activities have been fully funded by the fund. Supervision of liquor officers at the sub-county
and administration of this fund has strengthened collection and compliance. This is
evidenced by the increase in public awareness and adherence with compliance with licensing
and control.

Under expenditure, a robust internal control framework has been structured and put in place
to ensure effective and efficient utilization of resources that is compliant with the Migori
County Alcoholic Drinks Control Act, 2016 Section 6. Expenditure has been restricted to
only, activities and functions authorized under the act. Authorization of expenditure and use

of assets has been limited to a few for accountability and control.

The administration of this fund has had several challenges that are not limited to the
following: lack of proper budget that shall kickstart the establishment of a rehabilitation
center, lack of master register of liquor stores in the county, gaps in boarder control leading
to smuggling of alcoholic drinks from the neighboring countries of Uganda and Tanzania,
harsh economic and business climate in the country which has led to reduction of commerce

and trade activities and even closure of certain outlets hence collection of revenue has been
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less than optimum and frequent changes in the administration. Generally, the fund continues
to support its functions and objectives. Major emphasis has been directed towards protection
of the health of the individuals in the county in light with the dangers of excessive
consumption of alcoholic drinks through continuous inspection of outlets and licensing. I am
positive that with the guidance of the Alcoholic Drinks Control Committee under the
leadership of The CECM for Trade, we will deliver our mandate and realize the vision of this
fund which is to control production, sale, distribution, promotion and use of alcoholic drinks

and the promotion of research, treatment and rehabilitation for persons dependent on

alcoholic drinks.

MIGURI COUNTY GOVERNMENT
DIRECTOR

07 NIV %62

TRADE TCURISM CO-OPERATIVE
P.0. Box 195 - 40400, SUNA-MIGORI
Name: Mr. Lazarus Ogutu Ngwala. |“g...

Administrator of the Fund.
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7. Statement of Performance Against the County Fund’s Predetermined Objectives

Introduction

Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
quarter, the Fund Administrator shall prepare financial statements for Migori County Alcoholic
Drinks Control Fund in accordance with the standards and formats prescribed by the Public
Sector Accounting Standards Board.
The key development objectives of the Fund are to:
a) Provide quality physical infrastructure in terms of Rehabilitation and Treatment Centre in the

County

b) Provide proper protection to consumers of Alcoholic drinks by maintaining high quality of
products in the market.
c) Provide protection to manufactures and traders of Alcoholic drinks against illicit and poor

quality products

d) Protection of learning institution against operation of Liquor stores near those institutions and
prohibiting sale of alcohol to under age.
e) Prompt review of Alcoholic drinks Control Policies to respond to rising challenges of alcohol
manufacturing, sale, consumption and promotion within the county.

Progress on attainment of Strategic development objectives

Below we provide the progress on attaining the stated objectives:

Program Objective Outcome Indicator Performance
Strengthening of | To bring all the Increased 20% increase of | Increased number of
sub county functions closer | efficient new liquor outlets licensed
Liquor control to the people and | collection of outlets identified,
committee increase level of | liquor fees and regulated and 600 outlets were mapped,
activities. high-level incremental 550 licence applicants
protection of the | revenue collected | were vetted
public 490 licences issued
Adoption of To reduce cash Efficient and safe | 25% increase in | During the period under
Cashless mismanagement | system of collection against | review the total revenue
Revenue at the Source collection of the projected collection exceeded the
Collection revenue to be budget budget by 25%
System installed and
operated by all
sub counties
Awareness To educate Increased number | 2 Public Increased awareness in all
creation and society on effects | of stakeholders Participations in | sub counties.
public of alcohol, help trained. the county and 1
participation. them avoid abuse Sensitization

of alcohol by
introducing other
activities to keep
them busy

campaign in 8
sub counties.
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Rehabilitation To correct the | Improved health | Planed Conducted a
and Treatment of | addicts and the | status development of | benchmarking  visit  at
addicts alcohol  related treatment centre | Asumbi Treatment Centre.
challenges in the under way
county Several persons expected
to benefit from the planned
rehabilitation and
treatment centres.
Conduct To mitigate on | Improved Planned Several people expected to
Research issues of alcohol | healthcare. establishment of | have clean water sources.
on environmental | Enhanced  food | research High food production.
sustainability. production. agencies. Good healthcare.
Reduced
environment

degradation.
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8. Corporate Governance Statement

The activities of the fund are based on the approved budget, annual workplans, performance
contract signed by the CEC for Trade, Tourism, Industrialization and Cooperatives
Development. The fund recognises relevant statutes for instance the Public Finance Management
Act 2012, Migori County Alcoholic Drinks Control Act 2016, NACADA and KRA guidelines
and The Kenyan Constitution, 2010
Based on the objects of the fund as provided in the Migori County Alcoholic Drinks Control Act,
2016 Section 3,which is to provide licensing of alcoholic drinks by the County Government
pursuant to Part Il of the fourth schedule, the fund considers compliance to be its highest priority
as well as strengthening and enhancing corporate governance on an ongoing basis as an enabler
for management in order to meet the expectations of all of its stakeholders, including it’s the
citizens and alcoholic drink and beverages traders, guided with its vision which is to control
production, sale, distribution, promotion and use of alcoholic drinks and the promotion of
research, treatment and rehabilitation for persons dependent on alcoholic drinks.
The fund sets out its mission as follows:
1. Protection of the health of the individuals in the county in light with the dangers of
excessive consumption of alcoholic drinks
2. Protection of persons under the age of eighteen years from the harmful impact on health
and social development from exposure to advertisements of alcoholic drinks
3. Protection of consumers of alcoholic drinks from misleading and deceptive inducements
and informing them on the risks of excessive consumption.
4. Information and education of the residents
5. Improvement of quality and bringing to order the manufacture and the consumption of
traditional alcoholic drinks
6. Adoption and implementation of effective measures to eliminate illicit trade in alcohol
7. Ensuring fair and ethical practices related to production, distribution, promotion and sale
of alcoholic drinks
8. Reduction and mitigation of negative health social and economic impact on communities

resulting from production, sale and consumption of alcoholic drinks

The fund is governed through a structure at the county known as the County Alcoholic Drinks

Regulations Administrative Review Committee that is independent and is mandated generally to
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develop, in collaboration with other stakeholders, strategies and plans for implementing the
MCADCF, 2016 and controlling the alcohol abuse and management of the fund. This board is
chaired by The CECM for Trade. The composition of the board draws minds from various
disciplines and backgrounds that have continued to offer the advisory, guidance and formulation
of policies adequate for running of this fund. Further, this fund is administered by a director
appointed by the public service board who has a considerable experience garnered over many

years of practice and has immense technical knowledge of deliberation of board meetings.

At the sub-County, there are Sub County Alcoholic Drinks Control Drinks Regulation
Committee that is mandated with the issuance of license in accordance with the act and

performing any other functions that may be assigned by the governor through the CECM.

The fund aims to grow sustainably while responding to the significant changes in the political
and social environment resulting from diversifying government policies and consumer needs. To
this end, the county government has seconded employees with different values and ideas to the
fund, working together to create an environment that allows the fund execute its mandate and
deliver its vision while creating an environment where each person can work with enthusiasm
and without difficulty.

The fund is viewed as a going concern and is expected to better performance in the Fiscal Year
2024/2025.
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9. Management Discussion and Analysis

The Migori County Alcoholic Drinks Control Fund has in its functions of controlling quality of
liquor produced and sold, controlling consumption of liquor, mitigating the adverse effect of
excess intake of alcoholic drinks as well as protecting the public against operations of bars near
schools and other prohibited areas. The fund has been applied and utilised in meeting the
recurrent expenditures relating to: carrying out functions of the directorate as prescribed in
section 4 of the MCADCA 2016, assisting the operations of county and sub-county committees
and any other matter that may be incidental to the two above. There has not been any capital
expense supported by the fund in the fiscal year 2023/2024.

During the period under review, the total budgeted provision from collection in terms of
licensing and applications was kshs. 5,500,000 while the amount appropriated by the County
Assembly was kshs. 2,000,000 giving as total budget of kshs. 7,500,000. In the same period, a
lot of strategies were put in place to ensure compliance with Migori County Alcoholic Drinks
Control Act, 2016 Section 6 resulting in an increased revenue from issuance of licenses at kshs.
9,342,052 for the year ended June 30,2024. This is illustrated in the figure 1 below:

Migori County Alcoholic Drinks Fund
Revenue Analysis

9,342,052.00

FISCAL YEAR

o
b o
N
=
~
(=]
v
=
o
w
=
i
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w
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(=
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Figure I: Migori County Alcoholic Drinks Control Fund Revenue Analysis

In carrying out the functions of the boards in accordance to the mandate of the fund, the
expenditure for the fiscal year 2023/2024 amounted to ksh.8,683,984 which comprised of
ksh1,204,000 as board expenses, Ksh 7,479,984 being use of goods and services. This growth in
expenses was experienced as a result of previous year preliminary board meetings and
heightened board activity towards compliance and enforcement. This has seen most business
owners adhering to the requirements of the Act.
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Migori County Alcholic Drinks Control Fund
Expenditure analysis

Surplus For The Period lussm
Total Expenses G
_—

Bank Charges
Board Expenses
Use of Goods & Services

0 2,000,000 4,000,000 6,000,000 8,000,000 10,000,000
mFY 2022/2023 m FY 2023/2024

Figure 2: Migori County Alcoholic Drinks Control Fund Expenditure Analysis

Several activities were initiated including mapping of outlets, conducting random spot checks
and crack downs, massive invoicing and issuance of licenses. In addition, there were a number of
sub-county committee sensitization meetings and campaigns on strategies to carry out the
functions of the fund. In the fiscal year 2023/2024, the board carried out inspection and
verification to 550 new applicants, mapped 600 liquor outlets and issued 490 licences to business
premises. Additionally, 8 public participation fora were conducted within the county to create
more public awareness

In review of the routine functions, the board in collaboration with partners and other stakeholders
has a planned to set up a treatment and rehabilitation centre in Migori. This plan will boost the
lives and social stature of the affected individuals in the county once implemented. The process
of establishment is on course, the board having developed a road map and conducted a feasibility
study at Asumbi Treatment Centre. Several consultative meetings are being carried out with
various stakeholders such as NACADA, department of Health, Lands and Environment, Ministry
of Interior and other agencies.

The fund however has as a short-term plan to identify the liquor addicts in the county of Migori
and send them to already existing treatment /rehabilitation centres before completion of the
Migori County Rehabilitation and treatment centre.

The fund in its day-to-day operations has faced numerous challenges among which are: Lack of
proper budget that shall kickstart the establishment of a rehabilitation center, lack of master
register of liquor stores in the county, gaps in boarder control leading to smuggling of alcoholic
drinks from the neighboring countries of Uganda and Tanzania, harsh economic and business
climate in the country which has led to reduction of commerce and trade activities and even
closure of certain outlets hence collection of revenue has been less than optimum, difficulty in
getting grants and development partners, reluctance on the side of National government in
spurring structural development and resistance of traders to adoption of the cashless system.

The fund is now seeking high levels of cooperation and partnership with other stakeholders and
the national government in achieving bigger goals.
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10. Environmental and Sustainability Reporting

1. Sustainability strategy and profile

Generally, the fund continues to support its functions and objectives. Major emphasis has
been directed towards protection of the health of the individuals in the county in light with
the dangers of excessive consumption of alcoholic drinks through continuous inspection of
outlets and licensing. With the guidance of the Alcoholic Drinks Control Committee under
the leadership of The CECM for Trade, it is believed that the fund will deliver its mandate
and realize the vision of this fund which is to control production, sale, distribution,
promotion and use of alcoholic drinks and the promotion of research, treatment and
rehabilitation for persons dependent on alcoholic drinks. Prudent financial management and
stringent internal controls have continued to be strengthened that shall see the fund operate
sustainable into the future periods

2. Environmental performance

Climate change is projected to have escalated catastrophic effects on ecosystems and
humans, being the single greatest health threat facing humanity. The production, distribution
and consumption of many of our fast-moving consumer goods contribute substantially to
climate change, principally through releasing greenhouse gas (GHG) emissions. While there
is growing evidence on the carbon and environmental costs of food products, such as meat
and dairy, there is little commensurate knowledge about alcohol products. Such insight is
needed to inform industry regulation and consumer choice around whether to drink alcohol
and, if they do, how much and which products they choose to minimize degradation. Alcohol
is a key contributor to an array of health, social and economic burdens, it also intensifies
climate change. As a department, we have done more of sensitization campaigns to bridge
this gap.

Wine production generates large quantities of wastewater contaminated with organic material
from grapes, cleaning and disinfection products, and products used for wine treatment. This
causes significant harm, further polluting soils and waterways. For example, reports of waste
from alcohol production being dumped into the river caused fish to die and impacted
communities’ drinking water sources. Distilleries have been fined for polluting local
waterways with manufacturing waste, and assessments of wineries reported poor wastewater
quality and toxic effects on local ecosystems. Contaminated water sources are a major
contributor to illness and mortality. Estimated 2.2 billion people did not have access to safe
drinking water and many countries are facing extreme droughts. Yet clean drinking water is
being used to produce a consumer commodity with vast social, economic and health costs.
To mitigate on these, the department has collaborated with water department to sensitize
general public not to drink water from rivers and lakes.
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3. Employee welfare

The fund does not have staff that are remunerated directly but draws all its staff as
secondments from the County government. The policies that guide the recruitment
process, staff training and remuneration of county staff cover the staff seconded to
support the fund.

Various trainings and capacity building have been organised for the staff supporting the
fund. Additionally, they have participated in the sensitization programs organized by the
board as well as our partners such as NACADA and intergovernmental agencies. The
board has continued to take into consideration all the stake holders’ insight and as a
matter of record, has established a complaint file to take care of issues, concerns and
insights that could be raised from time to time. The fund is yet to develop a policy on
safety and compliance with Occupational Safety and Health Act of 2007, (OSHA.)

4. Market place practices-
The fund has been involved in several activities ranging from school-based “responsible
drinking” programs for children to ride services for inebriated adults. Members of public
have been protected from false Promotion and advertisement by prohibiting;
dissemination of false misleading or deceptive or creating erroneous impression about the
characteristics, health effects, health hazards or social effects of alcoholic drink. Places
demarcated under written law as residential areas or within a distance of three hundred
meters from nursery, primary secondary school, or any other institution for learning for
persons under the age of eighteen years or a place of worship, health facility or
playground or any other public land or property or in public service vehicle have been
left and demarcated as drug free areas within the county. In collaboration with other
agencies the fund has participated in assisting the general public and civil servants in
mental health issues. Mental health issues, such as depression and anxiety, are pervasive
in workplaces globally, impacting productivity, attendance, and overall performance.
Stress can be managed through social inclusion and empowerment. There is societal myth
that drinking solves stress-based issues. We address these issues by participating in
programs such as World Mental Health Day. For this year it is scheduled on 10" October.
2024.

5. Corporate Social Responsibility / Community Engagements

The section has explored the four approaches of which include obstructive, defensive,
accommodative and proactive of corporate social responsibility (CRC). The fund’s
management and staff have participated in planting trees across the eight sub-counties.
This was done to ensure ecological integrity, social equity, economic efficiency and
intergenerational equity. Through collaboration with department of health, alcohol
dependency patients have been identified and referred for treatment and worse cases
taken to treatment and rehabilitation centres. Reformers have been consciously
assimilated by offering sensitization trainings and inducting them on alternative
livelihoods.
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6. Report of The Trustees

The Trustees submit their report together with the audited financial statements for the year ended
June 30, 2024 which show the state of the Fund affairs

7. Principal activities

The principal activity/mission/ mandate of the Fund are set out in page (iv)
8. Results
The results of the Fund for the year ended June 30, 2024 are set out on page 1

9. Trustees

The members of the Board of Trustees otherwise referred to as Migori County Alcoholic Drinks
Regulations Administrative Committee who served during the year are shown on page (viii). The
changes in the Board during the financial year are as shown below:

Period The first nine months The last three months
Secretary to the Board CPA Collins Bala Mr. Lazarus Ogutu Ngwala.
10. Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the

%(‘b‘ﬁ'mv EXECUTIVE COMMITTEE MEMBER "
TRADE, TOURISM & COOPERATIVES

£ NOV 2024
......... reeeeerfenn. . COUNTY. Q€. . MIGORI...... |

REPUBLIC OF KENYA
Chair of the Board/Fund Kamlnlsfra‘mﬂi'tmﬂmittee.

Dr. Betty Samburu.

Date: W ..... g‘}inﬂ?; (7L
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11. Statement of Management’s Responsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each
financial period, the Administrator of Migori County Alcoholic Drinks Control Fund established
by The Migori County Alcoholic Drinks Control Act 2016 shall prepare financial statements for
the Fund in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board.

As the Administrator of the of Migori County Alcoholic Drinks Control, I am responsible for the
preparation and presentation of the Fund’s financial statements, which give a true and fair view of
the state of affairs of the Fund for and as at the end of the financial year ended on June 30,
2024.This responsibility includes:

(i) Maintaining adequate financial management arrangements and ensuring that these continue
to be effective throughout the reporting period.

(ii) Maintaining proper accounting records, which disclose with reasonable accuracy at any
time the financial position of the fund.

(iii) Designing, implementing and maintaining internal controls relevant to the preparation and
fair presentation of the financial statements, and ensuring that they are free from material
misstatements, whether due to error or fraud.

(iv) Safeguarding the assets of the fund.

(v) Selecting and applying appropriate accounting policies.

(vi) Making accounting estimates that are reasonable in the circumstances.

In light of the above, I accept responsibility for the Fund’s financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgements
and estimates, in conformity with International Public Sector Accounting Standards (IPSAS), and
in the manner required by the PFM Act, 2012 and The Migori County Alcoholic Drinks Control
Act 2016. I am well convinced with presentation of the accounts and is of the opinion that the
Fund’s financial statements give a true and fair view of the state of Fund’s transactions during the
financial year ended JUNE 30, 2024, and of the Fund’s financial position as at that date. I further
confirm the completeness of the accounting records maintained for the Fund, which have been
relied upon in the preparation of the Fund’s financial statements as well as the adequacy of the
systems of internal financial control.

In preparing the financial statements I, have assessed the Fund’s ability to continue as a going
concern and disclosed, as applicable, matters relating to the use of going concern basis of
preparation of the financial statements. Nothing has come to my attention to indicate that the Fund
will not remain a going concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Fund's financial statements were approved by the-Beard on the 13" of September 2024 and
signed on its behalf by: MIGORI COUNTY GOVERNMENT
DIRECTOR
07 NIV 2024
----------------------- o . 'I’JM'(,(’-()PERAT'VL
rrpt_{énai;r ?;)sh 40400, SUNA-MIGORI
Mr. Lazarus Ogutu Ngwala.| igammmsmmme o ms

Fund Administrator
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OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON MIGORI COUNTY ALCOHOLIC DRINKS
CONTROL FUND FOR THE YEAR ENDED 30 JUNE, 2024

PREAMBLE

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

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

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

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

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

The three parts of the report aim to address the Auditor-General's statutory roles and
responsibilities as provided by Article 229 of the Constitution, the Public Finance
Management Act, 2012 and the Public Audit Act, 2015. The three parts of the report when
read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Opinion

| have audited the accompanying financial statements of Migori County Alcoholic Drinks
Control Fund set out on pages 1 to 21, which comprise the statement of the statement of
financial position for as at 30 June, 2024 and the financial performance, statement of
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changes in net assets, the statement of cash flows and statement of comparison of budget
and actual amounts for the year then ended and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. | have obtained
all the information and explanations which to the best of my knowledge and belief, were
necessary for the purpose of the audit.

In my opinion, the financial statements present fairly, in all material respects, the financial
position of Migori County Alcoholic Drinks Control Fund as at 30 June, 2024 and of its
financial performance and its cash flows for the year then ended, in accordance with
International Public Sector Accounting Standards (Accrual Basis) and comply with the
Public Finance Management Act, 2012.

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions (ISSAls). | am independent of the Migori County Alcoholic Drinks
Control Fund Management in accordance with ISSAI 130 on the Code of Ethics. | have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. | believe that the audit evidence | have obtained is sufficient and appropriate to
provide a basis for my 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. There were no key audit matters to
report in the year under review.

Other Matter
Unresolved Prior Year Matters

In the audit report of the previous year, issues were raised. However, the Management
has not resolved the issues or given any explanation for failure to adhere to the provisions
of the Public Sector Accounting Standards Board templates and The National Treasury
and Planning Circular reference No. AG.4/16/3 Vol.1(9) dated 24 June, 2020.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion
Failure to Establish Treatment and Rehabilitation Facilities and Programs

As previously reported, management did not establish treatment and rehabilitation
facilities and programs to promote cessation and rehabilitation for persons dependent on

Report of the Auditor-General on Migori County Alcoholic Drinks Control Fund for the year ended 30 June, 2024
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alcoholic drinks in the County. This is contrary to the provision of Section 51(a) of the
Migori County Alcoholic Drinks Control Act, 2016 which requires the Board in
collaboration with other relevant County and National Government agencies establish
treatment and rehabilitation facilities and programs for persons dependent on alcoholic
drinks in each sub county.

In the circumstances, Management was in breach of the law.

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

REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

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

Responsibilities of the Management and those Charged with Governance

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

In preparing the financial statements, the Management is responsible for assessing
Fund’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 the Public Audit Act,
2015.

In addition to the responsibility for the preparation and presentation of the financial
statements described above, the Management is also responsible for ensuring that the
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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.

The Management is responsible for overseeing the Fund’s financial reporting process,
reviewing the effectiveness of how the 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
International Standards for Supreme Audit Institutions (1SSAls). The standard requires
that, in conducting the audit, | 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 878Section
48 of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with ISSAls 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.

In conducting the audit, Article 229(6) of the Constitution also requires that | 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. In addition, |
also | 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, | 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.oagkenya.go.ke/. This description forms part of
my auditor’s report.

~
FCPA Nan a “CBS

AUDITOR-GENERAL

Nairobi

23 December, 2024
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13. Statement of Financial Performance for the Year Ended 30™ June 2024

June June
Note 2023/2024 2022/2023
Kshs Kshs
Revenue from Non-Exchange Transactions
Fees, Fines, Penalties and Other Levies 1 9,342,052 2,176,802
Total Revenue 9,342,052 2,176,802
Expenses
Use of Goods & Services 2 7,479,984 0
Board Expenses 1,204,000 2,082,200
Finance Cost 4 0 12,533
Total Expenses 8,683,984 2,094,733
Surplus for The Period 658,068 82,069

(The notes set out on pages 16 to 17 form an integral part of these Financial Statements)

| MIGURI COUNTY GOVERNMENT
DIRECTOR

07 NIV 2074

TRADE 7TOURILM CO-OPERATIVE
P. 0. Box 195 - 40400, SUNA-MIGORI

Administrator of the Fund.

ICPAK Member Number: 29495.
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14. Statement of Financial Position As at 30 June 2024

O 2024 2023
Kshs Kshs

Assets
Current Assets
Cash and Cash Equivalents 5 1,132,567 474,499
Total Assets 1,132,567 474,499
Net Assets
Accumulated Surplus as at 30" June 2023 474,499 392,430
Accumulated Surplus as at 30" June 2024 658,068 82,069
Total Net Assets and Liabilities 1,132,567 474,499

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

2024 and signed by:  [G1GGRI COUNTY GOVERNMENT

DIRECTOR
07 NV 2324

........................... £ &UKISM CO-OPERATIVE
me: Mr. Lazarus Oglitli fgals - 46400, suna-mico

ICPAK Member Number: 29495.
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15. Statement of Changes in Net Assets for the year ended 30™ June 2024

Accumulated surplus | Total
Kshs Kshs

Balance as at 1 July 2022 392,430 392,430
Surplus/(Deficit) For the Period 82,069 82,069
Funds Received During the Year & 0
Transfers - 0
Revaluation Gain - 0
Balance as at 30 June 2023 474,499 474,499

0
Balance as at 1 July 2023 474,499 474,499
Surplus/(Deficit) For the Period 658,068 658,068
Funds Received During the Year - -
Transfers - 0
Revaluation Gain - 0
Balance as at 30 June 2024 i 1,132,567 1,132,567
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16. Statement of Cash Flows for The Year Ended 30 June 2024

Note 30.06.2024 30.06.2023
Kshs Kshs

Cash flows from operating
activities
Revenue From Non-Exchange
Transactions
Fines, penalties and other levies 1 9,342,052 2,176,802
Total receipts 9,342,052 2,176,802
Payments
Use of Goods and Services 2 7,479,984 2,082,200
Board Expenses 3 1,204,000 0
Finance Costs 4 0 12,533
Net. 'c?sh flows from operating 658,068 82,069
activities
Net. Increase in Cash and Cash 658,068 392,430
Equivalents
Cash and Cash Equivalents B/F 474,499 82,069
Cash and Cash Equivalents as at 5 1,132,567 474,499

30" June 2024.
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17. Statement Of Comparison Of Budget And Actual Amounts For The Period 2024

0
Receipt/Payments | Original Budget | Adjustments | Final Budget Actual on Comparable Basis Budget Realization Difference Realiza/toioorf
a B c=a+b d e=c-d f=d/c %
Receipts Kshs. Kshs. Kshs. Kshs. Kshs.
Pltgs; [pnaltes 7,500,000 | 7.500,000 9,342,052 (1,842,052) 125%
and other levies
Total Receipts 7,500,000 - 7,500,000 9,342,052 (1,842,052)
Payments
Use (of*Civods and 7,474,299, | 747420 8,683,984 (1.209.685)
services
Finance Costs - - 0 R
Total Payments 7,474,299 - 7,474,299 8,683,984 (1,209,685) 116%
Balance - - - 658,068 -
Budget notes

The receipts from Fines, penalties and other levies for the year amounted to kshs. 9.3 against final budget of ksh.7.5m. This variance

was as a result of a number of strategies that were explored by the board to enforce compliance with licensing and control. These

measures included organizing for crack downs, random spot checks, sensitization and advocacy, mapping of new outlets and

subsequent invoicing, enforcement of compliance have been done by the board resulting into increased regulation of production, sale,

consumption and distribution of alcoholic drinks and beverages within the county.

wn
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18. Notes to the Financial Statements

Significant Accounting Policies

1. General Information

Migori County Alcoholic Drinks Control Fund is established by and derives its authority and
accountability from Migori County Alcoholic Drinks Control Act, 2016. The Fund is wholly
owned by the County Government of Migori, Department of Trade, Tourism, Marketing and

Industrialization and is domiciled in Kenya.

2. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the Fund. The
accounting policies have been consistently applied to all the years presented. The financial
statements have been prepared on the basis of historical cost, unless stated otherwise. The
cash flow statement is prepared using the direct method. The financial statements are

prepared on accrual basis.

3. Adoption of new and revised standards

(i) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2024

There were no new and amended standards issued in the financial year.

(ii) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2024.

Standard Effective date and impact:

IPSAS 43 Applicable I+ January 2025

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

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

IPSAS 44:  |Applicable 1 January 2025
Non- Current | The Standard requires,
Assets Held | Assets that meet the criteria to be classified as held for sale to be measured at the
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for Sale and
Discontinued
Operations

lower of carrying amount and fair value less costs to sell and the depreciation of such
assets to cease and:

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

IPSAS 45-
Property
Plant and
Equipment

Applicable 1" January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment. [PSAS 45 has
additional guidance/ new guidance for heritage assets, infrastructure assets and
measurement. Heritage assets were previously excluded from the scope of IPSAS 17
in IPSAS 45, heritage assets that satisfy the definition of PPE shall be recognised as
assets if they meet the criteria in the standard. IPSAS 45 has an additional application
guidance for infrastructure assets, implementation guidance and illustrative
examples. The standard has clarified existing principles e.g. valuation of land over or
under the infrastructure assets, under- maintenance of assets and distinguishing
significant parts of infrastructure assets.

IPSAS 46
Measurement

Applicable 1" January 2025
The objective of this standard was to improve measurement guidance across IPSAS
by:

i.  Providing further detailed guidance on the implementation of
commonly used measurement bases and the circumstances under which
they should be used.

ii.  Clarifying transaction costs guidance to enhance consistency across

IPSAS;

Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and measurement
related disclosures.

The standard also introduces a public sector specific measurement bases called the
current operational value.

iii.

IPSAS 47-
Revenue

Applicable 1* January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS 11
Construction contracts and IPSAS 23 Revenue from non- exchange transactions. This
standard brings all the guidance of accounting for revenue under one standard. The
objective of the standard is to establish the principles that an entity shall apply to
report useful information to users of financial statements about the nature, amount,
timing and uncertainty of revenue and cash flow arising from revenue transactions.

IPSAS 48-
Transfer
Expenses

Applicable 1" January 2026

The objective of the standard is to establish the principles that a transfer provider
shall apply to report useful information to users of financial statements about the
nature, amount, timing and uncertainty of expenses and cash flow arising from
transfer expense transactions. This is a new standard for public sector entities geared
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to provide guidance to entities that provide transfers on accounting for such
transfers.

IPSAS 49- | Applicable I January 2026

Retirement [ The objective is to prescribe the accounting and reporting requirements for the public
Benefit Plans [sector retirement benefit plans which provide retirement to public sector employees
and other eligible participants. The standard sets the financial statements that should
be presented by a retirement benefit plan.

(i) Early adoption of standards

The fund did not early — adopt any new or amended standards in the financial year 2023/2024
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4.Summary of Significant Accounting Policies
a) Revenue recognition

i. Revenue from non-exchange transactions
Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control of the asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the entity and can be measured reliably.

ii. Revenue from exchange transactions
Interest income

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

Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the Entity’s
right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2023-2024 was approved by the County Assembly on 30 June
2023. Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the Fund upon receiving the respective
approvals in order to conclude the final budget.

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

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.
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A statement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section 11 of these financial statements

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

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

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the Fund recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

a) Intangible Assets

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

The useful life of the intangible assets is assessed as either finite or indefinite.

a) Financial instruments

Financial assets

Initial recognition and measurement

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

Loans and receivables

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

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

Impairment of financial assets

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

» The debtors or a Fund of debtors are experiencing significant financial difficulty

Default or delinquency in interest or principal payments

The probability that debtors will enter bankruptcy or other financial reorganization
Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)

vV Vv

Financial liabilities

Initial recognition and measurement

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

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method. Gains and losses are recognized in surplus
or deficit when the liabilities are derecognized as well as through the effective interest
method amortization process.

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

b) Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was
received through non-exchange transactions (for no cost or for a nominal cost), the cost of the
inventory is its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted

for, as follows:

» Raw materials: purchase cost using the weighted average cost method

» Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding

borrowing costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is measured at the lower of cost and current
replacement cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the
estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in the
ordinary course of operations of the Fund.

c) Provisions

Provisions are recognized when the Fund has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

Where the Fund expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognized as a separate asset only when the
reimbursement is virtually certain.

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

Contingent liabilities

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

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

d) Nature and purpose of reserves
The Fund creates and maintains reserves in terms of specific requirements.
e) Changes in accounting policies and estimates

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

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

f Employee benefits — Retirement benefit plans

The Fund provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an Fund pays fixed contributions into a
separate Fund (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contributions to fund obligations for
the payment of retirement benefits are charged against income in the year in which they
become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-employment benefit obligation.

g) Foreign currency transactions

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

Borrowing costs are capitalized against qualifying assets as part of property, plant and
equipment. Such borrowing costs are capitalized over the period during which the asset is
being acquired or constructed and borrowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of
financial performance.

i) Related parties

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

j) Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of three months or less, which are
readily convertible to known amounts of cash and are subject to insignificant risk of changes
in value. Bank account balances include amounts held at the Central Bank of Kenya and at
various commercial banks at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances to
authorised public officers and/or institutions which were not surrendered or accounted for at
the end of the financial year.

k) Comparative figures

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

1) Events after the reporting period

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

m) Ultimate and Holding Fund

The Fund is a County Public Fund established by Migori County Alcoholic Drinks Control
Act, 2016 under the Department of Trade, Marketing, Tourism and Industrialization. Its
ultimate parent is the County Government of Migori.

n) Currency

The financial statements are presented in Kenya Shillings (Kshs).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
1. Significant judgments and sources of estimation uncertainty

The preparation of the Fund's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset
or liability affected in future periods.

State all judgements, estimates and assumptions made e.g.

a) Estimates and assumptions — The key assumptions concerning the future and other key
sources of estimation uncertainty at the reporting date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Fund based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the Fund. Such changes are reflected
in the assumptions when they occur. IPSAS 1.140.

b) Useful lives and residual values

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

inform potential future use and value from disposal:

» The condition of the asset based on the assessment of experts employed by the Fund

» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes

» The nature of the processes in which the asset is deployed

» Availability of funding to replace the asset

» Changes in the market in relation to the asset

¢) Provisions

Provisions were raised and management determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note xxx.
Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date and are discounted to present value where the effect
is material.
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6. Notes to The Financial Statements Continued

1. Fees, fines, penalties and other levies

Description 2024 2023
Kshs Kshs
Liquor Licence Fee 8,821,502 1,692,000
Application Fees 520,550 417,802
Fines 0 67,000
Total 9,342,052 2,176,802
2. Use of Goods and Services
Description 2024 2023
Kshs Kshs
Domestic travel and subsistence 7,343,600 0
General Office Supplies 110,500 0
Bank charges 25,884 0
Total 7,479,984 0
3.Board expenses
Description 2024 2023
Kshs Kshs
Boards, Committees and Conferences 1,204,000 2,082,200
Travel and Transport cost 0 0
Accommodation 0 0
Total 1,204,000 2,082.200.00
4.Finance cost
Description 2024 2023
Kshs Kshs
Bank Charges 0 12,533
Total 0 12,533
5.Cash and cash equivalents
Description 30.06.2024 | 30.06.2023
Kshs Kshs
Current Account 1,132,567 474,499
Total Cash and Cash Equivalents 1,132,567 474,499
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Detailed analysis of the cash and cash equivalents are as follows:

Description 30.06.2024 30.06.2023
Financial Institution Account number Kshs Kshs

a) Current Account

Kenya Commercial Bank 1225534887 1,132,567 474,499
Grand Total 1,132,567 474,499
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OTHER DISCLOSURES

1. Related party balances

a) Nature of related party relationships

Entities and other parties related to the Fund include those parties who have ability to
exercise control or exercise significant influence over its operating and financial decisions.
Related parties include management personnel, their associates and close family members.

The fund/scheme is related to the following entities:

a) The Migori County Government;

b) The Department of Trade, Industrialization, Cooperative Development and Investment;

¢) Key management;

d) Board of Trustees/ Alcoholic Drinks control committee; etc

b) Related party transactions

30.06.2024
Kshs
Transfers From Related Parties’ 0
Transfers To Related Parties 0
¢) Key management remuneration
30.06.2024
Kshs
Board Of Trustees
Key Management Compensation
Total
d) Due from related parties
30.06.2024
Kshs
Due From Parent Ministry 0

Due From County Government

Total
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Other Disclosures Continued
e) Due to related parties

30.06.2024
Kshs

Due To Parent Ministry
Due To County Government 0
Due To Key Management Personnel 0
Total 0

2.Financial risk management

The Fund’s activities expose it to a variety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The Fund’s overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise the potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The Fund does not hedge any risks and has in place policies to ensure that
credit is only extended to customers with an established credit history.

The Fund’s financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial
investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on internal or
external assessment in accordance with limits set by the directors. The amounts presented in
the statement of financial position are net of allowances for doubtful receivables, estimated
by the Fund’s management based on prior experience and their assessment of the current
economic environment.

The carrying amount of financial assets recorded in the financial statements representing the
Fund’s maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

Total Fully
amount | performing | Past due | Impaired
Kshs Kshs Kshs Kshs
At 30" June ,2024
Bank Balances 1,132,567 1,132,567 0 0
Total 1,132,567 1,132,567 0 0

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the Fund has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.
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The board of trustees sets the Fund’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

a) Capital risk management

The objective of the Fund’s capital risk management is to safeguard the Fund’s ability to
continue as a going concern. The Fund capital structure comprises of the following funds:

30.06.2024 30.06.2023

Kshs Kshs

Accumulated surplus 1,132,567 474,499

Total funds 1,132,567 474,499
Total borrowings 0

Less: cash and bank balances (1,132,567) (474,499)
Net debt/(excess cash and cash equivalents) 5

Gearing 0.0% 0.00%
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Annex I: Progress on Follow up of Prior Year Auditor’s Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor. We have nominated focal persons to resolve the
various issues as shown below with the associated time frame within which we expect the
issues to be resolved.

(Reference No. | Issue / Observations | Management | Status: Timeframe:
on the | from Auditor comments (Resolved / Not | (Put  a  date
external audit Resolved) when you
Report expect the issue
to be resolved)
1 Unsupported  Fines, | Extracts of the | Resolved
Penalties and other | cashbook,
levies Receipts

Ledgers have
been provided

for review
2 Failure to establish a | Benchmarking | In progress

rehabilitation facility | report and

and programs roadmap 1o
establishing
the  program
have been
provided  for
review

IGORI COUNTY GOVERNMENT
DIRECTOR

07 NIV 2024

- e ). ‘R ATIVE
DE TOURISM co OPhRAU
TP‘.{(};\- Box 195- 40400,SUNA-MI(,()R1

Fund Administrator

Mr. Lazarus Ogutu Ngwala.
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