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NATIONAL ENVI RO N M ENTTRUST FUN D

!. KEYENTITYINFORMATIONANDMANAGEMENT

(a) Background information

The Nationat EnvironmentTrust Fund (NETFUND) was estabtished bythe EnvironmentaI Management

and Coordination Act (EMCA) 1999, Section 24 "to facititate research intended to further the

requirements of environmentaI management; capacity buitding; environmentaI awards;

environmentaI publications; schotarships; and grants'.

(b) Principal Activities

The Fund's principal activity is to mobitize funds from any [egitimate source that witt facititate

research intended to further the requirements of environmental management, capacity buitding,

environmentaI awards, environmentaI pubtications, schotarships and grants

(c) Key Management

The entity's day-to-day management is under the fottowing key organs:

- Board ofTrustees;

- Chief Executive Officer;and

- Management Team

(d) Fiduciary Management

The key management personnet who hetd office during the financiaI year ended 30'h June 2015 and who

had direct fiduciary responsibitity were:

No. Designation Name

l. Chief Executive Officer Catherine Ndegwa

2. Director Resource Mobilisation George Mwaniki

3. Director Technical Services Joy Juma

4. Head of Finance Samson Toniok

(e) Entity Headquarters

P.0. Box 19324-00202

Matumbato Road, Upper Hit[, Geomaps Centre

Nairobi, KENYA

i!
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(0 Entity Contacts

P.0. Box 19324-00200

Tetephone: *254 (0) 20236956314

E-mait: info@netfund.go.ke

Website: www. netf u nd.go.ke
(g) Entity Bankers

Kenya Commerciat Bank Limited,

P.0. Box 69695-00400

City Square 00200

Nairobi, Kenya
(h) tndependentAuditors

Auditor GeneraI

Kenya National Audit Office

Ann iversary Towers, University Way

P.0. Box 30084, G.P.0 00100

Nairobi, Kenya

(i) Principal Legal Adviser

The Attorney GeneraI

State Law 0ffice
Harambee Avenue

P.0. Box 40112, City Square 00200

Nairobi, Kenya
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T

II. THE BOARD OFTRUSTEES

Board ofTrustee Profite

MS. NAUMYJEPTANUI

Ms. Jeptanui is a result driven individual with more than

28 years of progressive experience in Kenya's
education sector.

Currently. Ms. Jeptanui is a part time lecturer in the
Department of Education Management, Poticy &

Curricutum Studies at Kenyatta University.

Ms. Jeptanui hotds a M. Ed in Ptanning & Economics of
Education from Kenyatta University and currently
pursuing a PhD in Ptanning & Economics of Education in

the same University.

{
.'.i,\-*I:'

( ) t 'i

t

PROF. LOSENGETUROOP

tC

I
\

ri
,i

,-f

Professor Losenge is a renowned Phytopathotogist in
Kenya.

Widety pubtished. Prof. Losenge is currentlythe Chairto
a successfuI resource mobilization committee at Jomo

Kenyatta University of Agricutture and Technotogy
(JKUAT). He is atso the Associate Dean at JKUATs
Faculty of Agricutture.

Prof. Losenge hotds a PhD in Phytopathotogy from
Jomo Kenyatta University of Agricutture and

Technology, Kenya.
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DR. MNANGAT PTOTON

Dr. Ptoton has a weatth of knowledge f rom a

background in organic chemistry and the successful
management of developmentaI funds through CDF.

As a member of the Jomo Kenyatta University Senate,

Dr. Ptoton has experience in strategic planning and

devetopment as wetl as mediation of issues that are
decided and passed for implementation.

Currentty, Dr. Ptoton is a member of the facutty in the
Department of Physical sciences at Muranga University
Cottege (a constituent college of Jomo Kenyatta
University of Agricutture and Technotogy).

Dr. Ptoton holds a PhD in 0rganic Chemistry from the
University of 0xford (UK).
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Mr. Muriungi is a highty accomptished, result driven
senior agribusiness and project implementation
executive with more than 6 years of progressive
experience in project planning and M&E within various
private corporations.

ln the course of his career, Mr. Muriungi has buitt
synergy between County Governments, Ministries and

relevant stakehotders in promoting agriculturaI value
chains.

Mr. Muriungi hotds a Master of Science in Agricultural
and Rurat Devetopment f rom Kenya Methodist
University.

T
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I!I. MANAGEMENT TEAM

Catherine Ndegwa - Chief Executive 0fficer

Catherine is an atumnus of the Kenya High

School and hotds a Bachelor of Arts

(Literature and Phitosophy) from Kenyatta

University, Master of Arts in Communication

from Daystar University and Executive

Master of Business Administration from

Strathmore Business Schoot. She has

served in many management positions in the

non-profit, academic and pubtic sectors.

5he is experienced in organizational

development and resource mobilization

Samson Toniok - Head of Finance

Samson Lekokoo Toniok, BCOM (Second Ctass Honors),

CPAK, ISA is the Director, Finance at the NationaI

Environment Trust Fund (NETFUND). Highty

accomplished, result driven senior accounting and

financial management executive with more than 10 years

of progressive experience in finance and accounting

within state corporations and financiat institutions. Has

strong qualifications in devetoping and imptementing

financiaI controts, financiaI reporting, IFRS, IPSAS,

budgeting, Taxation, Project accounting and financial

management. He possesses sotid leadership,

communication and interpersonat skitts to establish

rapport with att levels of staff and management.
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Joy Juma- DirectorTechnicaI Services

Joy holds an M.Phit. in Conservation

Leadership f rom the University of

Cambridge, UK and a Bachetor of

EnvironmentaI Studies from Kenyatta

University, Kenya. Ms Joy Juma is a

Programme management professionaI

over 10 year track record managing

projects in East Africa. She has vast

experience and expertise in strategy

development, program design and

implementation, monitoring and

evatuation, research, stakehotder/donor
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George Mwaniki- Director Resource

Mobilization

Dr. Mwaniki has over 10 years of experience in

environment management specializing in

various areas inctuding air quatity,

environmentat poticy, sustainabte

devetopment, alternative energy research

among others. He has worked at the lnstitute

of Nuctear Scienc,e and Technotogy,

University of Nairobi as Deputy Researcher.

Dr. Mwaniki hotds a Ph.D. in EnvironmentaI

Engineering from Washington State

University, Master of Science degree in

Environmental Engineering from University

of Montana and a Bachetor of Science degree

f rom the University of Nairobi.
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NATIONAL ENVIRONMENTTRUST FUND

IV. BOARD OFTRUSTEE'S STATEMENT

a) Review of the economy

Consistent with its robust performance in recent years, once again economic growth in Kenya was

solid in 2016, coming in at an estimated 5.9%-a five-year high. This has been supported by a stabte

macroeconomic environment, low oiI prices, eartier favourabte harvest, rebound in tourism, strong

remittance inftows, and an ambitious pubtic investment drive. Nonetheless, Kenya is currentty facing

headwinds that are tikety to dampen GDP growth in 2017.

According to the latest Kenya National Bureau of Statistics (KNBS) annual report, the tourism and

hotel industry, information and communications, and pubtic administration are among the sectors

that registered improved growth during the quarter. lnftation was contained within the CentraI Bank's

target to average a|6.3% compared to an average of 6.14% in 2015. The stight increase in inflation was

primarity due to increases in the prices of food and beverages during the period under review.

The capping of interest rates to a maximum of 4% above the Central Bank Rate (CBR) resutted in a

significant decline in interest rates. The capping of interest rates atso caused a dectine in domestic

credit from a growth of 20.8 %in2015to 6.4%.

The lnternationaI Monetary Fund (lMF) has stashed Kenya's economic growth forecast for this year to

5.3 per cent amid fears that a persistent drought, stuggish private sector credit growth and rising

prices of oiI and heightened potiticat activity wit[ slow down the economy.

b) Reviewof thesector&anychanges

There have been critica[ [egistative changes within the Environment and Natural Resources Sector in

Kenya such as the Ctimate Change Act 2016, the Forest Conservation and Management Act 2016, the

Fisheries Management and Development Act 2016, the Water Act 2016 and the Mining Act 2016. These

[egistations were enacted to facilitate effective management of environment and naturaI resources.

This therefore ted to investment in the sector and this is expected to increase over time.

Other gtobat commitments inctude the Paris Climate Agreement and the Sustainabte Development

Goats that witt compel the country to increase investment in the sector thus having a direct impact of

the sustainabitity of organisations in the sector. The country a[so committed to implementing its

Nationatly Determined Contribution (NDC), which sets out a greenhouse gas (GHG) emissions

reduction target of 30 per cent by 2030 compared to a Business-As-Usual (BAU) scenario of 143

megatons of carbon dioxide equivatent. The INDC covers a[[ sectors, with a focus on reducing

emissions of carbon dioxide (C02), methane (CH4) and nitrous oxide (N20). This is atso expected to

increase investment in the sector.
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ln addition to futfitting the terms of the Paris agreement, the above actions are atso focused on

attainment of the UN Sustainable Devetopment Goats especiatty goats number; 1,2,6,7,8,9.12 and 13.

The Ministry of Environment and Forestry [aunched the Green Economy Strategy and lmptementation

Ptan (GESIP) 2016 - 2030 a blueprint for enhancing [ow-carbon, resource efficient, equitabte and

inctusive socio-economic transformation. Furthermore, it focuses on binding social economic

constraints towards attaining Kenya Vision 2030 and is atigned with the outcomes of the United

Nations Conference on Sustainabte Development (Rio+20).

c) Strategy

The Board has continued to imptement the f ive-year strategic ptan (2014-2018). Ctear detiverables are

set out in the corporate strategy and are incorporated in the Performance Contract. lt is worth noting

that the board has initiated the process of reviewing the strategic plan to address the emerging issues

in the sector.

d) CorporateGovernance

Strong Corporate Governance is integrat to the Board's long-term success and is essentiaI in

delivering the KRB's strategy. The Statement of Corporate Governance, included in this report, detaits

the measures that the Fund has undertaken to ensure a robust corporate governance environment.

The Fund also takes recognizance of its tong term sustainabitity white detivering on its mandates as

hightighted in the Sustainabitity Statement.

e) Future outlook FY 2011118

Today, poticy makers and the community of practice in the environmentaI sector are faced by

muttifaceted cha[[enges that span from climate change, species extinction, potlution and ecosystems

degradation among others. These chaltenges are occurring at a time when the demand for

ecosystems services is on the rise, driven by the ever expanding poputation and improved economic

we[[being and associated changes in consumption patterns.

Atthough these cha[[enges can be viewed as environmentat in nature they are driven by other

economic sectors that are part of the human development enterprise. Therefore, it is atmost

impossible for environmentatist to sotve these cha[tenges in lsolation, and this demands for a

consutted effort from various players that can facititate a transition from conventional economic

devetopment - where profit is the main consideration in decision making, to an economic

devetopment pathway that puts peopte and planet at the centre of its agenda. ln many ways the gtobat

community has reatized the need for such through the adoption of Sustainabte Devetopment Goals

SDGs).

vltr I
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NETFUND's strategic ptan for the next five years appreciates these chattenges and aims at putting

sustainable devetopment at the core of its initiatives. The strategic ptan aims at consolidating the

gains we have made in the last three years.

!n this new strategic ptan, we wi[[ continue being a key driver of environmentatsustainabitity in the

country. ln [ine with this, we recognize the enormous funding gap experience in the sector, and we

hope address this by improving our fundraising efforts to finance some of the pressing issues in the

sector. We aim to buitd synergies with tike-minded institutions and also to devetop mechanisms to

ensure financiat sustainabitity for the sector. Our efforts will focus on developing bankabte

programme proposats that can attract funding from the government of Kenya, devetopment partners

and other sector funding mechanisms. ln addition, we aim to buitd a sustainabte funding mechanism

for environmental sustainabitity in Kenya while buitding the capacity of sector implementing agencies

to detiver high impact projects.

Acknowtedgement

0n behatf of NETFUND Board of Trustees and staff,l express my sincere gratitude to the Government

of Kenya, Ministry of Environment and Naturat Resources and other stakehotders for their continued

support. This has gone a long way towards buitding a sotid institution that is responsive to its

mandates and stakehotders' expectations.

I atso wish to thank my fettow trustees for dedicating their time and effort to steer the Board. Their

advice and guidance has ptayed a key rote in the attainment of the impressive results. Our

management and staff have risen to the chatlenges with a great deal of resourcefulness, ditigence,

resitience and determination. We are proud of the team and greatly appreciate their abitity and

commitment towards achieving the Fund's vision, mission and objectives.

I took forward to a promising Enancia[ year 2016117. God Btess you att.

Thank you,

"iv*"q I lt/prket?
Fu[[ Name

Member, Board of Trustees Signature

Date

Nairobi
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V. REPORTOFTHE CHIEF EXECUTIVE OFFICER

I am pteased to present to you the report on the performance of NETFUND for the financial year 2016-

2017. Focused execution and imptementation of our 5-year strategic plan drove growth in amounts of

funds raised for environment management.

FinanciaI Performance

During the year under review Government Grants increased by 26.6%trom 109 mittion to 138 mittion.

Grants from foreign Governments and pubtic contributions increasedby9.6% from 86.95 mittion to

95.31 mittion. NETFUND increased its efforts of resource mobitisation and buitding partnerships

further to enhance its chances of success in future. The fruits of these efforts witt continue to be

reatised in the coming years.

The expenses grew by 19% from 195.9 mitlion lo 232.75 mitlion driven by increased number of

devetopment projects implemented by NETFUND and funded by foreign governments and other

development partners aimed improving adoption of green technologies and exptoitation of natural

resources and sustainabte development.

Review of performance

Programme achievements

NETFUND GIA programme recognizes and awards environmentaI heroes and heroines whitst activety

sensitizing the pubtic on the importance of environmental conservation. lt has a strong business

incubation component whose purpose is to nurture innovative initiatives and transform them into

viabte green enterprises. The programme is purposed to promote green growth through recognition

and adoption of innovations that reduce the effects of climate change with a particular emphasis of

ensuring that there is an environmentatty responsibte society embracing best practices for a clean.

heatthy and productive environment. Hightighted below are key programme achievements for the

period under review: -

l. Eleven projects have been up scating their initiatives in various parts of the country with over

80% comptetion [eve[ against ptanned activities. There has been improved products and

services that benefit the community and enhance environmentaI sustainabitity. A beneficiary

upscating satisfaction survey conducted in Juty showed improved customer satisfaction

trom73%to75.2% against a set target of 80% by project comptetion. During an evatuation of

the initiatives under the up scaling component, it was noted that the projects required

additionat technicat and business support to successfutty scate up and grow their initiatives.

tt
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2. NETFUND shortlisted 38 projects for pre-incubation admission. During the pre-incubation

phase the projects were supported to estabtish technicaI and market viabitity. However, onty

26 business ventures were setected for futlincubation.The setected 26 business ventures are

undergoing incubation which wit[ cover business and financiaI modelting, marketing,

business ptan development, Business financing, product and technotogy refinement,

business set up, [inkages to networking and showcasing opportunities. Grants of about Ksh

32.6 mittion, was disbursed to 23 business ventures between January and August 2017. The

businesses were continuousty mentored and coached by business experts. Additionatty, six

(6) businesses were tinked to [oca[ markets with potentia[ for growth over the programme

implementation period.

3. NETFUND has initiated development of the Green Enterprise Programme (NETGEP) which

aims to enhance access to financial resources by Micro, Smatl & Medium Enterprises

(MSMEs) through affordabte credit facilities. The programme witl be operationatized as a

Loan revotving fund, having a future potentia[ of creating an endowment fund. During this

project period, NETFUND continued to engage different financial institutions that coutd

potentiatly act as fund managers. Additionatty, NETFUND has had parattel discussions with

target stakehotders and the internat tegat firm to understand the impact investment

ecosystem and to define what kind of structures woutd be most suitabte forthe estabtishment

of the fund. lt is important to note that, AfDB continues to express interest in supporting the

institutionalization of the fund, and that a revised concept note was shared with them for

review.

h. 0n promoting an enabting environment for green growth, a research report on 'Factors

Influencing Adoption of Renewable EnergyTechnologies by Rural Households in Kenya'was

published. A stakehotder vatidation workshop was hetd in February where research findings

were shared with key stakehotders for input. From the research findings two draft poticy

papers. one on the Rote of Education on the Adoption Renewabte Energy Technotogies by

Rural Househotds in Kenya and another on The Laws and Regutation Governing the Adoption

of Renewable Energy Technologies by RuraI Househotd in Kenya' were devetoped and are

currently under review before pubtishing. The poticy papers are aimed towards influencing

poticy contributions such as the National Waste Management Bitt 2016, Vision 2030 and the

Green Economy Strategy and lmplementation Ptan 2017.

5. Since the ontine resource centre was launched. the portal has generated a lot of interest.

During the period under review the resource centre attracted 79,915 hits,2,181visits and 1058
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visitors. 0ver 300 publications and other tearning material have been acquired for the for the

physicaI resource centre

Performance Contracting

NETFUND signed the first performance contract with the Government of Kenya through the Ministry

of Environment and Forestry. The Key Performance lndicators outtined in the Performance Contract

inctude Enancia[ & stewardship, service detivery, operationaI and quatitative indicators derived from

the Medium Term Expenditure Framework, Vision 2030 and Sector Performance standards.

Human Capital

At NETFUND, we betieve that human capital is a key pittar to the successful execution of the Board's

Strategic Ptan. NETFUND has therefore continued to develop the human capitat.

lS0 CertiEcation

NETFUND has initiated the process of lS0 9001:2015 - Ouatity Management System (OMS)

certiEcation. This is aimed at enhancing service delivery and standardising processes. NETFUND

endeavours to maintain and continuatty improve the effectiveness of its quatity management systems

that meet the stakehotders'expectations in accordance with lS0 9001:2015 requirements.

Future 0uttook

ln orderto effectivety promote green growth and address the impacts of ctimate change NETFUND witt

be focusing on efforts that contribute to a low carbon and climate resitient development pathway.

NETFUND intends to imptement various programmes which inctude;the NETFUND Green Enterprises

Programme (NETGEP) which witt initiatty run as a revotving fund in the short term but with the

possibitity of incorporating endowment and venture Fund components. Additionatty, the organization

intends to imptement "Supporting the implementation of Kenya's Nationa[ Green Economy Strategy

through the devetopment of [ow carbon and Climate Resitient Projects and Resource Mobitization

supported by the (ACCF) whose object is'to develop investment-readyprogrammes and projects that

will advance the Country's transition towards a green economy. 'iThe project has been conceptualized

to achieve the fottowing outcomes;

l. lncreased funding for the implementation of the country's green economy strategy

2. Enhanced capacity to design and develop effective and efficient [ow carbon climate resilient

prolects and programmes in key environment sectors
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Appreciation

0f course, none of our success in 2016-17 would have been possibte without the generous support

from our partners. I extend my appreciation to the Government inctuding the NationatTreasury, our

parent ministry, the Ministry of Environment and Forestry for their continued support and insights. !

am also gratefuI to our devetopment partners and to at[ our stakehotders for their unwavering trust,

support and partnership.

Above a1[, I woutd tike to thank the Board of Trustees. management and staff for their dedication.

determination and commitment to NETFUND. I betieve that with their continued support and

commitment, we sha[[ propet NETFUND to greater heights of success.

Catherine Nd e

Chief Executive 0fficer
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V!. MANAGEMENT DISCUSSION AND ANALYSIS

SECTION A

The Entity's operationaI performance

NETFUND is established under the provisions on EMCA 1999'to facilitate research intended to further

the requirements of environmentaI management; environmentaI awards; capacity buitding;

environmentaI publications; schotarships and grants'.

ln [ine with its mandate of supporting environmentaI awards, the NETFUND has developed the Green

lnnovations Award. The programme seeks to support development and commerciatisation of

innovative enterprises that contribute to a ctimate resilience and low carbon devetopment pathway.

Some of the key achievements under this programme inctude awarding and up scating of 11 best

practices and we are currently incubating 25 green innovations to be sustainabte business

enterprises.

The organisation has atso devetoped a research programme that aims to promote evidence based

programming and poticy devetopment for green growth. The organisation has been abte to support

research on "factors inftuencing household adoption renewable energy technotogies'and "assessing

the potentiat of biofuel from water hyacinth as a source of household cooking energy'. Additionatty,

the organisation has supported poticy forums for National Education for Sustainable Devetopment

Poticy and is currently supporting the Kiambu Water Poticy. The organisation has also estabtished a

pubtic resource centre to facilitate dissemination of knowtedge on green growth.

NETFUND managed a grant for supporting the implementation of Kenya's Nationat Green Economy

Strategy through buitding the capacity of the resource mobitisation committee to develop low carbon

and climate resilient projects for financing. This is in line with the country's green economy and

climate change strategies and plans.

The organisation has reviewed its three-year strategy in order to respond to the cha[tenges and

opportunities within the sector as wetlas align its work with nationatpriorities. Some of the keytrends

within the sector inctude; Ctimate change and green entrepreneurship and innovation. These issues

are captured in national ptans such as the National Ctimate Change Action Ptan and Green Economy

and lmplementation Strategy. The organisation's medium term goaI is to support devetopment of 160

green initiatives.

FinanciaI Performance

During the year under review Government Grants increased by 26.6 % trom 109 mittion to 138 miltion.

Grants from foreign Governments and pubtic contributions increasedbyg.6% from 86.95 mittion to
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95.31 million. NETFUN| in.r..r.d its efforts of resource mobitisation and buitding partnerships
I

further to enhance its ]chances of success in future. The fruits of these efforts witl continue to be

reatised in the coming years.

The expenses grew bV 19% from 195.9 mittion to 23?.75 mi[lion driven by increased number of

devetopment projectslimptemented by NETFUND and funded by foreign governments and other

development partnerslaimeO improving adoption of green technotogies and exptoitation of natural

Resources and sustaiSble development.
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Revenue Trend by Source in Millions (Ksh)

138

110 109

95
87 87

48 46

35

FY 2OL2lt3 FY 20t3lt4 FY zoL4lts

GOK Donor

FY 20t5lt6 FY 20t6lt7

SECTION B

Entity's comptiance with statutory requirements

NETFUND being a state agency has a duty to ensure that att the relevant laws and regutations are adhered

to and complied with. ln addition, NETFUND does acknowledge its obtigation to have at[ statutory dues

such PAYE, NHIF, NSSF, withhotding tax and industrial training levies processed and remitted before the

set timetines.

NETFUND has put in place sufficient controls to ensure fut[ comptiance to a[[ laws and regutations. There

are no major non-comptiance issues that may expose the fund to potential contingent tiabitities. Neither

are there ongoing or potential court cases and defaults that coutd expose the fund to adverse tiabitity.

2

xvi I



NATIONAL ENV!RONMENTTRUST FUND

sEcTtoN c

Key projects and investment decisions the entity is planninglmptementing

ln [ine with its three-year strategy; the organisation has outlined three major strategic areas for

investment. They inctude; green business devetopment, knowledge management and fund devetopment.

The strategic areas are in tine with nationa[ priorities and ptans such as the National Ctimate Change

Action Ptan (NCAAP), Green Economy Strategy and lmplementation Ptan (GESIP) and Medium Term Plan

ll. The organisation has developed specific projects and programs for investment in each of the strategic

objectives. Some of the key projects that have been devetoped inctuded;

a) NETFUND Green lnnovations Award which seeks to support devetopment and commercialization

of innovative enterprises that contribute to a ctimate resilience and low carbon devetopment

pathway. The project is mainty financed through grants from the Embassy of Sweden and United

States Agency for lnternationaI Development (USAID).

b) The 0rganisation has also devetoped the research programme that aims to promote evidence

based programming and poticy development for green growth. The programme is partty funded by

Embassy of Sweden, Wortd Wide Fund (WWF) for nature and Japan lnternational Cooperation

Agency (JICA).

c) NETFUND has atso devetoped a project to support the implementation of Kenya's National Green

Economy Strategy through buitding the capacity of the resource mobitisation committee to

develop low carbon and climate resitient projects for f inancing. The project is f unded by the African

Devetopment Bank under the African Climate Change Fund.

To ensure sustainabte financing of its programs and projects, the organisation is in the process of setting

up a Green Enterprise Fund (NETGEF). The fund seeks to provide access to affordabte credit through

appropriate financing instruments and customised business devetopment services to Micro, Smat[ and

Medium green enterprises.

SECTION D

Major risks facing the entity

The Fund's activities expose it to a variety of strategic, operationaI and financiaI risks. The Fund's overatl

risk management programme focuses on the proactive identification and management of risks and seeks

to minimise potential adverse effects on the achievement of its strategic objectives.

Strategy risk - This is the risk associated with an entity's inabitity to formulate and/or execute a

successfut strategy.
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Programmes at NETFUND are carefutly setected and formutated to ensure its mandate is achieved in a

sustainabte manner. To achieve this goat, NETFUND has devetoped, documented and operationatised its

strategic ptan, and continuatty monitors its implementation. !n addition, a risk management and controts

framework has been put in ptace to assist the Board and Management in understanding business risk

issues and key performance indicators aff ecting the abitity of the Fund to achieve its objectives both in the

short and tong term.

OperationaI risk - This is the risk of faiture or [oss resutting from inadequate or faited processes, people,

or systems. At NETFUND, this risk has been managed through defining and documenting key procedures

and embedding internal controls in att the processes. These internat controts inctude but not limited to

obtaining authorizations for at[ transactions and ensuring compliance with laws and regutations as wetl

as agreements with our stakeholders.

Liquidity risk - This is the risk that an entity witt be unabte to meet its obtigations as they fatl due. Prudent

tiquidity risk management includes maintaining sufficient cash batances to cover anticipated

expenditures. NETFUND endeavours to identify anticipated expenditure through a consuttative budgeting

process and communicate the same to the parent ministry and donors for approvats and funding.

SECTION E

Material arrears in statutoryfinanciaI obligations

NETFUND has no existing Loans at the moment and has been able to settle statutory obligations before

the set deadtine. NETFUND however has pending bitts in its books that it anticipates to settle within the

operating cyctefinancial year. Strict adherence to the budget and ptanning ensures that no material

variance is accumutated.

SECTION F

The entity's financiaI probity and serious governance issues

There has not been any major financiat improbity reported by the internal audit/Board audit committee,

externaI auditors, or other oversight bodies. NETFUND has a constituted Board of Trustees that is

supported by Board Committees. However, the Board does not have a substantive Chair.
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VIt. CORPORATEGOVERNANCESTATEMENT

ESTABLISHM ENT AND COMPOSITI ON OF THE BOARD

The NationaI EnvironmentTrust Fund (NETFUND) was estabtished bythe EnvironmentaI Management

and Coordination Act (EMCA) 1999, Section 24 "to facilitate research intended to further the

requirements of environmentaI management; capacity buitding; environmentaI awards;

environmentaI pubtications; schotarships; and grants'.

Since its taunch in2004, the Fund has grown graduatty, from I (one) staff member at its taunch to a

current workforce of 34 (thirty-four) members of staff.

MANAGEMENTAND GOVERNANCE OF THE FUND

NETFUND is administered by a Board of Trustees (BoT) appointed by the Cabinet Secretary of

Environment and Natural Resources. The BoT is the main decision-making organ charged with,

amongst other things, poticy formutation, provision of advisory services, controI of NETFUND funds

and assets and undertaking other activities in [ine with the mission and vision of NETFUND

THE ROLE OFTHE BOARD

As guided by EMCA, the State Corporations Act, Cap 446 and other relevant laws of Kenya, the Board's

rote is to provide effective leadership and controt. in terms of approving NETFUND's strategy and

ensuring best practice of corporate governance.

The Board retains fut[ and effective controt over the Fund by monitoring the imptementation of Board

plans and strategies, review of management accounts and major capitat expenditure. !t reviews

processes for the identification and management of risks as wetl as those concerning comptiance

with key regutatory and legaI areas.

The Board atso reviews NETFUND's succession ptans for the management team and endorses senior

executive appointments, organisationaI changes and remuneration matters. lt is concerned with key

elements of the governance processes which sustain the operations of the Fund, performance

reporting processes as wet[ as other disctosure requirements.

The Board meets at least once a quarter. The catendar of meetings is prepared annuatty in advance

and detailed papers to be discussed are made avaitabte to Trustees in good time before the meeting.

BOARD EFFECTIVENESS

The separation of the f unctions of the Chairperson of the Board of Trustees and Chief Executive Off icer

ensures independence of the Board from NETFUND's corporate management. There is a ctear

definition of the roles and responsibitities of the two off ices.
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The Chairperson is a non-executive trustee and is primarity responsibte for providing leadership to

the Board white the Chief Executive Officer is responsibte forthe day-to-day management of the Fund.

This achieves an appropriate batance of power, increased accountabitity and improved capacity for

decision making.

TRUSTEESS REMU NERATION

ln accordance with guidelines provided in the State Corporations Act, the trustees are paid taxabte

sitting a[[owance for every meeting attended, as wetl as trave[ and accommodation altowance white

on NETFUND's duty. The Chairman is also paid a monthly honorarium.

Statement of Compliance

The Board of Trustees confirms that National Environment Trust Fund has throughout lhe 201612017

financial year comptied with atl Statutory and Regutatory requirement and that NEIFUND has been

managed in accordance with the requisite principtes of Corporate Governance.

!NTERNAL CONTROL AND RISK MANAGEMENT

lnternal Control

The Trustees are responsibte for reviewing the effectiveness of the Fund's system of internaI control

which is designed to provide reasonable, but not absolute, assurance regarding the safeguarding of

assets against unauthorized use or disposat and the maintenance of proper accounting records and

the retiabitity of financiaI information used within the business or for pubtication. These controls are

designed to manage rather than eliminate the risk of faiture to achieve business objectives due to

circumstances which may reasonabty be foreseen and can onty provide reasonabte and not absotute

assurance against materiaI misstatement or [oss.

Standing lnstructions

The Fund has a Code of Ethics and Service Charter that is appticabte to atl employees. These are

among a number of Standing lnstructions to employees of the fund designed to enhance internal

control. The Fund has atso designed additional set of standing instructions to be followed in the

management of various functions in the organization.

0rganization Structure

A clear organizational structure exists, detaiting [ines of authority and controI responsibilities. The

professionalism and competence of staff is maintained both through rigorous recruitment policies

and a performance appraisal system which estabtishes targets, reinforces accountabitity and

awareness of controts, and identif ies appropriate training requirements. Training ptans are prepared
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and implemented to ensure that staff develop and maintain the required skitts to futfit their

responsibitities, and that the Fund can meet its future management requirements.

Strategic Plan

The business of the fund is determined bythe Strategic Ptan.The Strategic Ptan sets out the objectives

of the fund, and the annuaI targets to be met to attain those objectives. The Strategic Ptan is evaluated

annuatly to assess the achievement of those objectives. 0n an annual basis, NETFUND's Board of

Trustees approves the work ptan supported by the financiat ptan for the year. Progress in achieving

the set objectives in the plan is monitored on a quarterly basis.

lnternaI Control Framework

The Fund continues to review its internal control framework to ensure it maintains a strong and

effective internalcontroI environment. Business processes and controls are reviewed on an ongoing

basis. A risk-based audit ptan, which provides assurance over key business processes and

operationaI and financial risks facing the Fund, is approved by the Board.

The Board considers significant control matters raised by management and both the internat and

external auditors. Where weaknesses are identified, the Board ensures that management takes

appropriate action. No significant faitings or weaknesses were identified during 2015116

ManagementTeam

The management team headed by the Chief Executive Officer imptements the Board decisions and

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

the Board's objectives are achieved effectively and efficientty. Such poticies devetoped inctude the ICT

Manuat, Awards manuaI and Communication manuat, among others.

Audit

NETFUND is audited by the Auditor Generat.

0rl -t"s&n6& Iq-oh nq lotlao+

Full Name

Member, Board of Trustees

Signature Date

Nairobi
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V!II. CORPORATESOCIALRESPONSIBILITYSTATEMENT

NETFUND's CSR activities are guided bythe fottowing principles:

l. Mutual BeneficiaI Partnerships

NETFUND seeks to establish mutuatty beneficial partnerships by synergizing CSR efforts by

Corporates through partnerships to work with NETFUND on atready existing projects.

2. Fund Ethics and Transparency

NETFUND is committed to maintaining the highest standards of integrity and corporate governance

practices in order to maintain excettence in its daity operations, and to promote confidence in our

governance systems.

3. CorporateGovernance

NETFUND endeavors to ensure that stakeholders have confidence in the decision-making and

management processes of the fund, by the conduct and professionatism of all staff. We do this by

continua[[y training and devetoping our staff.

4. Environment Health & Safety

NETFUND takes its environmentaI responsibitities seriousty believing that responsibte

environmental activity is in the interests of both our Fund and the communities in which we work

ctosety with.

5. Human Rights

NETFUND does not toterate human rights abuses. and does not engage in any activity that solicits or

encourages human rights abuse; this zero tolerance to human rights abuses means that in NETFUND

there is respect for cuttures, customs, and vatues of individuals and groups.

6. Equatity and Diversity

NETFUND aims at elimination of discrimination on any grounds and promotes equatity of opportunity

in a[[ aspects such as recruitment, awards, and distribution of donor funds.

7. Workforce

ln keeping with this poticy NETFUND has invested in the care of her employees through trainings

capacity buitding and ski[[s devetopment programmes, a good Performance management system and

a Medicat cover for staff and dependants.
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8. Community

NETFUND andeavors

inctuding living back

or in kindwhere the st

that direeily affect the
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contribute to the wellbeing of the community we work with in different ways

the community". This is through direct donations to charities and/or causes

of NETFUND volunteertheirservices in activities to do with the environment

of the community members for the better
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IX. REPORTOFTHETRUSTEES

The Board of Trustees submit their report together with the audited financiaI statements for the year

ended June 30, 2017 which shows the state of the Fund's affairs.

Principal activities

The Fund's principal activity is to mobilize funds from any legitimate source that witt facilitate

research intended to further the requirements of environmental management, capacity buitding,

environmentaI awards, environmentaI pubtications. schotarships and grants

Resutts

The resutts of the entity for the year ended June 30, 2017 are set out from page 1

Trustees

The trustees who hetd office during the year and to the date of this report are set out on in eartier

sections of the report.

Auditors

The Auditor General is responsibte for the statutory audit of the Fund in accordance with the Public

Finance Management (PFM) Act,2012.The Auditor Generat continues in office in accordance with the

Pubtic Finance Management (PFM) Act.2012.

FOR AND ON BEHALF OFTHE BOARD OFTRUSTEES

Wt L"s-ag< Erco! alp:lar+
Fu[l Name

Member, Board of Trustees

Signature Date

Nairobi
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X. STATEMENTOFTRUSTEES'RESPONSIBILITIES

The Pubtic Finance Management Act, 2012 and the State Corporations Act, require the Trustees to

prepare financial statements in respect of the Fund, which give a true and fair view of the state of

affairs of the Fund at the end of the financial year/period and the operating results of the Fund for that

year/period. The Trustees are also required to ensure that the Fund keeps proper accounting records

which disctose with reasonable accuracy the financial position of the Fund. The Trustees are also

responsibte for safeguarding the assets of the Fund.

The Trustees are responsibte for the preparation and presentation of the Fund's f inancial statements,

which give a true and fair view of the state of affairs of the Fund for and as at the end of the financial

year (period) ended on June 30.2017.This responsibitity inctudes:

(i) maintaining adequate financiaI management arrangements and ensuring that these continue to be

effective throughout the reporting period;

(ii) maintaining proper accounting records, which disctose with reasonabte accuracy at any time the

financiaI position of the Fund;

(iii) designing, imptementing and maintaining internaI controts relevant to the preparation and fair

presentation of the financiaI statements, and ensuring that they are free from materiat

misstatements, whether due to error or fraud;

(iv) safeguarding the assets of the Fund:

(v) setecting and apptying appropriate accounting poticies;and

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

The Trustees accept responsibility for the Fund's financia[ statements, which have been prepared

using appropriate accounting poticies supported by reasonable and prudent judgements and

estimates, in conformity with lnternational Pubtic Sector Accounting Standards (IPSAS), and in the

manner required by the PFM Act and the State Corporations Act. The Trustees are 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, 2017, and of the Fund's financial position as at that date. The Trustees

furtherconfirm the compteteness of the accounting records maintained forthe Fund, which have been

retied upon in the preparation of the Fund's financiaI statements as wet[ as the adequacy of the

systems of internaI financiat contro[.

Nothing has come to the attention of the Trustees to indicate that the Fund witt not remain a going

concern for at least the next twetve months from the date of this statement.
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Approval of the financiaI statements

Approved by the Board of Trustees on 30SeptembarZ|l1 and signed on its behatf by

rl

w m["tlr+
Sams Toniok

Director, Finance

Catherine

Chief Executive Officer

9b\,t

Date

Nairobi

Date

Nairobi

.I\
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P.O. Box 30084-00100

NAIROBI

OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON NATIONAL ENVIRONMENT TRUST FUND
FOR THE YEAR ENDED 30 JUNE 2017

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying flnancial statements of National Environment Trust Fund
set out on pages 1 to 30, which comprise the statement of financial position as at
30 June 2017, and the statement of financial performance, statement of changes in net
assets, statement of cash flows and the statement of comparative budget and actual
amounts for the year then ended, and a summary of significant accounting policies and
other explanatory information in accordance with the provisions of Article 229 of the
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I 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 National Environment Trust Fund as at 30 June 2017,
and of its financial performance and its cash flows for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Accrual Basis) and comply with
Environment Management Coordination Act, 1999.

ln addition, as required by Article 229(6) of the Constitution, except for the matters
described in the Basis for Qualified Opinion and Other Matter sections, based on the
procedures performed, I confirm that, nothing else has come to my attention to cause me
to belief that public money has not been applied lav,rfully and in an effective way.

Basis for Qualified Opinion

1. Property Plant and Equipment (PPE)

The statement of financial position reflects property, plant and equipment (PPE) balance of
Kshs.10,101,122 as at 30 June 2017.|n addition, Note 21 to financial statements reflects
Property, Plant and Equipment additions during the year amounting to Kshs.475,380
which relate to additional furniture, fittings and equipment. However, IPAD tablets worth
Kshs.388,600 procured during the year under review were not recognized in the fixed
asset register as additions, hence understating the netbook value at year end. Further, the
IPADS were in the custody of the outgoing board members.

Report of the Auditor-General on the Financial Slatements of National Environment Trust Fund.for the Year Ended

30June 2017
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Further, note 21 includes disclosure of two motor vehicles that are fully depreciated, still in
use and in good condition thus the Fund has not dealt with review of economic useful lives
of assets that are still in use though fully depreciated and write-offs of assets no longer in
use.

Consequently, it has not been possible to confirm the accuracy and completeness of
property, plant and equipment balance of Kshs.10,101 ,122 as at 30 June 2017.

2. Unsupported Employees Costs

The statement of financial performance reflects employee costs of Kshs.92,746,565 for the
year ended 30 June 2017.lncluded in this amount is Kshs.18,404,524 relating to gratuity
payments to employees. However, no provision for gratuity was provided as short term
liability that is due to be settled within 12 months after the reporting date contrary to the
requirements of IPSAS 1.

ln addition, the amount also includes Kshs.761,840 relating to commutation of leave days'
by employees for the year under consideration. However, the amount was not supported
by a summary of accrued leave days, leave days paid during the year and long
outstanding leave days.

Further, the employee costs of Kshs.92,746,565 in statement of financial performance
differ with the figure of Kshs.93,909,960 in cash flow statement resulting to an unexplained
and unreconciled variance of Kshs.1 ,163,395.

Consequently, it has not been possible to confirm the accuracy and completeness of the
employees' costs of Kshs.92,746,565 as at 30 June 2017.

3. Long Outstanding Trade and Other Payables from Exchange Transactions

The statement of financial position reflects trade and Other payables balance of
Kshs.13,977,966 as at 30 June 2017 whereas note 23 to the financial statements reflects
trade payables balance of Kshs.8,809,507 as at 30 June 2017. The balance increased
from Kshs.5,715,082 in the previous year representing an increase of Kshs.3,094,515 or
54%. No explanation was provided on the cause of the increase. ln addition, analysis of
the trade payables indicated long outstanding trade payables from year 2012 amounting to
Kshs.3,261 ,135.

Further, the note also reflects other payables relating to PAYE, gratuity and other
deductions from the salary amounting to Kshs.S,125,871 as at 30 June 2017.lncluded in
this figure is a PAYE amount of Kshs.2,145,159 which had been outstanding for one year.
The Fund is therefore in breach of the lncome Tax Act, Cap 470 and is likely to incur
penalties and interest as a result of non-payment of the tax.

ln view of the foregoing, it has not been possible to confirm the accuracy, validity and
completeness of trade and other payables from exchange transactions of Kshs.13,977,966
as at 30 June 201 7.

Report of the Auditor-General on the Financial Statements of National Environment Trust Fund.for the Year Ended
30June 2017
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The audit was conducted in accordance with International Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of National Environment Trust Fund in accordance
with ISSAI 30 on Code of Ethics. I have fulfilled other ethical responsibilities in accordance
with the ISSAI and in accordance with other ethical requirements applicable to performing
audits of financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. These matters were addressed in the
context of the audit of the financial statements, and in forming my opinion thereon, and I

do not provide a separate opinion on these matters. For each matter below, a description
of how the audit addressed the matter is provided in that context.

I have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of the report, including in relation to these matters.
Accordingly, the audit included the performance of procedures designed to respond to the
assessment of the risks of material misstatement of the financial statements. The results
of the audit procedures, including the procedures performed to address the matters below,
provide the basis for my audit opinion on the accompanying financial statements.

Report of the Auditor-General on the Financial Statements oJ' National Environment Trust Fund.for the Year Ended
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No. Key Audit Matter How the Audit Addressed the Key
Audit Matter

1 Proiect Costs
The statement of financial performance
indicates that during the year ended 30 June
2017, the Fund expended Kshs.87,509,578
as project costs to support:

Eleven projects that been up scaling their
initiatives in various parts of the country;

. 36 projects under the pre-incubation phase
to establish technical and market viability.

3 projects under the Green Grovrrth
initiative

Micro, Small & Medium Enterprises
(MSMES) under the Green Enterprise
Programme (NETGEP) to enhance
access to financial resources through
affordable credit facilities.

The fund transfers money directly
projects located in different parts
country to implement their activities.

a

a

o

to the
of the

. lnspected the transaction-level
detail of ledger accounts for each
expense account sampled.

. Reviewed the ledger detail to assist
identifying transactions that may
not belong or were posted
incorrectly to project costs.

. Vouched a sample of projects
related expenses by requesting
documentation which includes
invoices, journal entries, cancelled
checks, payment vouchers and
procurement documents among
others.

o Where possible, carried a site visit
to a sample of projects.

o Audit marked netfund project costs
as a keep in view (KlV) item in

201712018 audit.
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We considered this to be a key audit matter
since these are transfer payments and
accountability for the funds was not possible
due to lack of documents to support
implementation of the projects activities.
There is a risk therefore of fraudulent
transfers being made to projects, non-
implementation of projects and poor
monitoring of the projects activities.

2 Deferred lncome
The statement of financial position reflects
deferred income for the current year of
Kshs.13,602,698 which reduced by
Kshs.93,000,000 from Kshs.106,602,698 in
the previous year.

We considered this to be a key audit matter
since there is a risk that the revenue is
inappropriately reported to achieve desired
budgetary performance. We assessed that
the opportunity to misrepresent revenue
creates a heightened risk where the receipts
from development partners are recorded in
the improper period by not observing the
matching principle and the requirements of
IPSAS 23.

The following audit procedures were
performed in response to this matter:

o Reviewed the financing agreement
and annualwork plans.

. Comparing current year grants with
prior period at lowest level of detail.

. lnquiring about grants near year-end
versus appropriate revenue cutoff
procedures

Analyzing deferred revenue versus
agreements terms that might affect
the grants.

a

3 Assets Management and Control
National Environment Trust Fund has
acquired assets totaling Kshs 35,087,843
over the years. Management control of these
assets presents a great challenge and risk to
National Environment Trust Fund
management.

Judgements and controls needs to be
effective to appropriately recognize the
revenue costs from these significant
acquisitions including:

o Assessment of the economic useful lives of
assets which are still in use and those that
have been fully depreciated.

o Whether to recognize impairments and
write-offs for assets which are no longer in

The following audit procedures were
performed in response to this matter:

Evaluated management's judgements
and assumptions used in determining
the future benefits expected from the
assets and ensured they are
appropriate.

a

o Reviewed the assets register for
selected assets to ensure
existence and completeness of
balance sheet figures.

a Reviewed whether
capitalization of
appropriate.

or not
costs is

o Considered whether at any stage

Report o/' the Auditor-General on the Financial Slatements of Nationul Environmenl Trust Fund.for the Year Ended
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use. assets need to be impaired or
written off to the change in useful
lives.

. Considered whether there were
any assets which were still in use
but their useful lives had expired.

Performed detailed testing on a
sample of expenditure incurred to
source documents.

a

4 lnformation
Controls

Technology Systems and

ln line with the National Environment Trust
Fund's, Charter on creativity and innovation
the Fund had been using the Responsive
Ledger software for managing financial
operations. However, the Fund migrated to
Sage 300 ERP. The Sage system currently
has the Finance and the Human Resource
modules that are integrated. The sage also
has components for adding the Customer
Relationship Management System (CRM),
Procurement and Project Management
Modules to enable effective and efficient
delivery of services.

We considered this to be a key audit matter
since there is an inherent risk of loss of
integrity of key financial data being imported
manually from the Responsive Ledger
software into SAGE 300. There is also
breakdown in operation or monitoring of lT
dependent controls within critical business
processes such as payroll, financial
management and recording of transactions,
which could lead to financial errors or
misstatements and inaccurate financial
reporting.

The Fund's financial reporting process is
heavily dependent on these systems and
there is a risk that automated accounting
procedures and related lT dependent manual
controls are not designed and operating
effectively. There is also a risk that the
systems may not meet management
intentions. ln addition, there is a risk that the
lT systems governance has not been

a

Our planned audit approach assumed
reliance on the lT Control
environment and therefore our audit
procedures to address the matter
included:

o Examining the framework of
governance over lT controls,
access to programs and data and
lT operations, where required;

. Assessing and testing the design
and operating effectiveness of the
controls over the continued integrity
of the systems that were relevant to
financial accounting and reporting
during the year;

Assessment and testing of the
general lT control environment,
including lT access and
segregation of duties, as well as lT
dependent controls within critical
business processes;

. Carrying out direct tests of certain
aspects of the security of the lT
systems including access
management and segregation of
duties;

Re-performing selected automated
computations and compared our
results with those from the systems
and the general ledger and trial
balance; and

Report oJ' the Auditor-General on the Financial Slatements of National Environment Trust Fund.for the Year Ended
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addressed to reap the full benefits of the lT
lnvestment. . Testing the significant system

interfaces to ensure accuracy and
completeness of the data transfer.

Other Matter

1. Public Participation in National Environment Trust Fund Budget lmplementation

Article 201(a) of The Constitution of Kenya requires that there should be openness and
accountability, including public participation in financial matters. Further, Section 36 (3) (d)
of the Public Finance Management Act, 2012 provides for public participation in the budget
process. There is no evidence of public participation during budget formulation.

2. lnternal Controls Not lmplemented

The following observations were made during a review of the internal control systems of
the National Environment Trust Fund:

a) No risk assessment was carried out to identify and address key areas of concern for
operations of NETFUND and document specific controls in response to identified risks.

b) National Environment Trust Fund has no formal, documented and tested disaster
recovery plan/emergency procedure in place and therefore in case of an emergency.
The personnel involved might not be aware of what is expected of them.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

The Management is responsible for the preparation and fair presentation of the financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for such internal control 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.

ln preparing the financial statements, management is responsible for assessing the Fund's
ability to continue to sustain its seryices, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless the
management either intends to terminate the Fund or to cease operations, or have no
realistic alternative but to do so.

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.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process.

Report of the Auditor-General on the Financial Statements o/' National Environment Trust Fund.for the Year Ended
30 June 2017

6



I

Auditor-General's Responsibilities for the Audit of the Financial Statements

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

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

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

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances and for the purpose of giving an
assurance on the effectiveness of the Fund's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

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

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information business
activities of the Fund to express an opinion on the financial statements.

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

Report oJ' the Auditor-General on the Financial Statements of National Environment Trust Fund.for the Year Ended
30 June 201 7
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I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in interna! control that are identified during the audit.

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

From the matters communicated with the management, I determine those matters that
were of most significance in the audit of the financial statements of the current period and
are therefore the Key Audit Matters. These matters are described in my auditor's report
unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, I determine that a matter should not be communicated in
my report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

FCPA Edward R. O. Ouko, CBS
AUDITOR.GENERAL

Nairobi

01 August 2018

Report of the Auditor-General on the Financial Statements of Naltonal Environmenl Trust Fund for the Year Ended
30 June 2017
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NATIONAL ENVI RO N MENTTRUST FU N D

xl.

Revenue from non-exchange transactions

GOK Grants 6

Pubtic contributions and donations 7

Transfers from other governments - gifts and 8
services-in-kind

Revenue from exchange transactions

Finance income - externaI investments

Other income

STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2017

Total revenue

Expenses

Employee costs

Board of Trustees Expense

Depreciation and amortization expense

Repairs and maintenance

Contracted services

Project Costs

GeneraI expenses

Total expenses

0ther gains/(tosses)

233,285,656 195,969,319

154,863 5,672,877

Note 2016-2011

Kshs

137,977 ,596

1,558.290

93,7 49,770

2015-2016

Kshs

109,021,419

2,789,240

84,158,660

9

154,863 5,672,877

233,440,519 201,642,196

l0
11

12

13

14

l5
16

92,7 46,565

6,095,187

3,792,900

151,400

6,028,915

87,509,578

36,410,977

68,607,322

3.877,800

3,712,639

1,220,556

6,724,897

82,673,328

29,063,405

232,74ss22 195,879,957

Surplus before tax

Taxation

Surplus for the period

594,997

694,997

The notes set out on pages 6 to 30 form an integral part of the Financiat Statements

5,762,239

5,762,239

1l



NATIONAL ENVIRON MENTTRUST FUND

xil. STATEMENT OF FI NANCIAL POSITION

As at 30 June 2017

Assets

Current assets

Cash and cash equivatents

Receivables from exchange transactions

Receivabtes from non-exchange transactions
lnventory

Non-current assets

Property, ptant and equipment

lntangibles

TotaI assets

Liabitities

Current tiabitities
Trade and other payabtes from exchange transactions
Deferred income

Non-current tiabitities

Non-current provisions

Totat liabilities

Net assets

CapitatReserves

Accumutated surptus

Samson

enne wa

0fficer

63.959.209 r54,333,r59

Note

17

t8

19

20

23

24

21

22

2016-2017

Kshs

48,104,649

1,7 61,532

1,083,580

50,949,761

10,101,122

2,908,326

t3,009,448

2015-2016

Kshs

119,711,229

1.695,905

16,884,213

1,260,517

139,551,864

13,127,545

1,653,750

14,781,295

13,977,966

13,602,698

27,580,664

12,046,913

106,602,698

118,64?,611

21,580,664 118,649,6il

7,714,898

28,663,647

36,378,545

7,714,898

27,968,650

35,683,548

TotaI net assets and liabilities 63,959,209 154,333,159

The Financiat Statements on pages 1 to 30 were submitted by management and signed on its behatf by:

24h ,l
\?

Date

n qlr
""" \"" l'"{"0

1.'"""" ""
Date

Nairobi

2l
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NATIO NAL ENVI RONMENTTRUST FUN D

XIII. STATEMENTOF CHANGES IN NETASSETS

For the year ended 30 June 2017

Attributable to the owners of the controlling Fund

Capital Reserve

Kshs Kshs

7,714,898

Accumulated

Surplus

22,206,411

5,762,239

Total

Kshs

29,921,309

5,752,239

Balance as at l"tJuty 2015

Prior year adjustment

Surptus/(deficit) for the period

Transfers tofrom accumutated

surptus

Balance as at 30 JUNE 2016

Prior year adjustment

Balance as at t"tJuty 2016

Surptus/(deficit) for the period

Transfers tofirom accumutated

surplus

Balance as at 30 JUNE 2017

7,714,898 27,968,650 35,683,548

7,714,898 27,968,650

694.997

35,683,548

694,997

7,714,898 28,663.64t 36,378,545
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NATIO NAL ENVI RO N MENTTRUST FUN D

X!V. STATEMENTOF CASH FLOWS

Cash flows from operating activities

Receipts

G0K Grants

Pubtic contributions and donations

0ther Government grants and subsidies

Finance income

Payments

Compensation of employees

Goods and services

Finance cost

Rent paid

0ther payments

Project Costs

Net cash flows from operating activities 2t

Cash ftows from investing activities

Purchase of property, ptant, equipment and intangible
assets

Proceeds from sale of property, ptant and Equipment

Net cash flows used in investing activities

Cash flows from financing activities

lncrease in deposits

Net cash flows used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at I JULY 25

Cash and cash equivatents at 30 JUNE 25

(2,02r,0s3) (4,829,8631

154,861,809

904,633

1,558.290

2016-2017

Kshs

2015-20t6

Kshs

92,137,206

2,789,240

190,761,358

5,672,877

157,324,732

93.909,960

24.289,369

44,646

17,477,215

6,160.813

85,028,256

29r,360,681

68,157,997

24,221,898

80.756

11,924,341

3,877,800

86,166,729

226,910,259

(6e,s8s,s27)

194,429,521

96,931,t60

(2,02r,053) (4,82e,863)

(71,606,580) 92,101,297

119,711,229 27,609,932

48,104,649 119,711,229

4l
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NATIONAL ENVI RON MENTTRUST FUN D

XVI. NOTESTOTHE FINANCIALSTATEMENTS

i. Relevant new standards and amendments to pubtished standards effective for the year ended 30

June 2017

Standard lmpact

!PSAS 33: First time

adoption of AccruaI Basis

IPSAS

(Effective for annuaI periods beginning on orJanuaryl,20lll

ln January 2015, the IPSASB pubtished IPSAS 33, First-time Adoption of

AccruaI Basis tPSASs. IPSAS 33 grants transitionaI exemptions to entities

adopting accrual basis IPSASs for the first time, providing a major tool to

hetp entities atong their journey to imptement lPSASs. lt attows first-time

adopters three years to recognize specified assets and tiabitities. This

provision altows sufficient time to devetop reliable modets for recognizing

and measuring assets and tiabilities during the transition period.

NETFUND adopted IPSAS in the year ended 30 June 2014 and therefore

provisions of f irst time adoption of accruat basis does not appty to the entity.

IPSAS 34: Separate

FinanciaI Statements

(Effective for annuaI periods beginning on orJanuaryl,20lll

ln January 2015, the IPSASB pubtished IPSAS 34, Separate FinanciaI

Statements. IPSAS 3A prescribes the accounting and disctosure

requirements for investments in controtled entities, joint ventures and

associates when an entity prepares separate financial statements.

NEFUND does not have any subsidiaries, joint ventures or investments and

therefore the standard does not appty.

IPSAS 35: Consotidated

FinanciaI Statements

Effective for an nua I periods beginning on or Janua ry 1, 20111

ln January 2015, the IPSASB pubtished IPSAS 35, Consotidated Financial

Statements. IPSAS 35 establishes principles for the preparation and

disclosure of consotidated financiaI statements when an entity controts

one or more entities. lt requires an entity that controts one or more other

entities to assess controI over those entities based on the fotlowing:

- lts power over the other entity

- lts exposure or rights to variable benefits from invotvement with the

other entity

- lts abitity to controt the nature, timing and amount of benefits f rom

the other entity.

6l



NATIONAL ENV! RONMENTTRUST FUN D

Standard lmpact

0nce control is assessed the controlling entity is supposed to prepare

consotidated financial statements unless it meets atl the criteria under

section 5 of IPSAS 35.

NETFUND does not have any subsidiaries, joint ventures or investments

and therefore the standard does not apply

IPSAS 36: lnvestments in

Associates and Joint

Ventures

(Etfective for annuaI periods beginning on or Janua ry 1,20171

ln January 2015, the IPSASB pubtished IPSAS 36, lnvestments in Associates

and Joint Ventures. The Standard prescribes for the accounting for

investments in associates and joint ventures and to set out requirements

for the apptication of the equity method when accounting for investments in

associates and joint ventures. The standard shatt be apptied by at[ entities

with significant inftuence over, or joint control of, an investee where the

investment teads to the hotding of a quantifiable ownership interest.

NETFUND does not have investments in associates or joint ventures and

therefore the standard does not appty

tPsAs 37

Arrangements

Joint (Effective for annuaI periods beginning on or Janua ry 1,20171

ln January 2015, the IPSASB pubtished IPSAS 37, Joint Arrangements.

IPSAS 37 estabtishes principtes for financiaI reporting by entities that have

an interest in arrangements that are controtted jointty.

NETFUND does not have an interest in a joint arrangement and therefore

the standard does not appty

IPSAS 38: Disctosure of

lnterests in 0ther Entities

(Effective for annuaI periods beginning on orJanuary1,2017)

ln January 2015, the IPSASB pubtished IPSAS 38, Disclosure of lnterests in

Other Entities. IPSAS 38 requires an entity to disctose information that

enabtes users of its f inanciaI statements to evaluate the nature of and risks

associated with, its interests in contro[led entities, joint arrangements and

associates, and structured entities that are not consotidated; and the

effects of those interests on its financiaI position, financial performance

and cash f lows.

The entity does not have an interests in other entities and therefore the

standard does not appty

7l



NATIONAL ENVI RON MENTTRUST FUN D

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

June 2017

iii. Early adoption of standards

The entity did not earty - adopt any new or amended standards in year 2017

Standard Effective date and impact:

IPSAS 39: Employee

Benefits

Appticabte: l"r January 2018

The objective of issuing IPSAS 39 was to create convergence to changes in

IAS 19 Emptoyee benefits. The IPSASB needed to create convergence of

IPSAS 25 to the amendments done to IAS l9.The main objective is to ensure

accurate information retating to pension tiabitities arising from the defined

benef it scheme by doing away with the corridor approach.

IPSAS 40: Pubtic Sector

Combinations

Applicabte: l"r January 2019:

The standard covers pubtic sector combinations arising from exchange

transactions in which case theyare treated simitarlywith IFRS 3(appticabte

to acquisitions onty) Business combinations and combinations arising

from non-exchange transactions which are covered purety under Pubtic

Sector combinations as amatgamations.

8l



NATIO NAL ENVI RONM ENTTRUST FUND

SIGN IFICANT ACCOUNT!NG POLICIES

l. Statement of compliance

The Financial statements for the year ended 30th June 2017 have been prepared in accordance with and

compty with lnternationaI Public Sector Accounting Standards (IPSAS) as issued by lnternational Pubtic

Sector Accounting Standards Board (IPSASB), the Pubtic Finance Management Act, 2012, Pubtic Audit

Act,2015 and Environment Management and Coordination Act 1999.

For the Pubtic Finance Management Act, 2012, Pubtic Audit Act, 2015 and Environment Management and

Coordination Act 1999 reporting purposes, in these EnanciaI statements the "batance sheet"/"statement

of assets and tiabitities' is represented by and is equivatent to the statement of "EnanciaI position" and

the 'proEt and loss account"/'statement of income and expenditure" is presented in the statement of

'0 nanciat performance."

2. Basis of preparation

The financiaI statements are presented in Kenya shittings, which is the f unctionaI and reporting currency

of the Fund. The accounting poticies have been consistentty apptied to att the years presented.

The f inanciaI statements have been prepared on the basis of historicaI cost, untess stated otherwise. The

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

accruaI basis.

3. Presentation of financiaI statements

The EnanciaI statements comprise of statement of EnanciaI performance, statement of Enancia[

position, statement of changes in net assets/equity and the statement of cash Eows and the notes to the

EnanciaI statements.

The Board classiEes its expenditure by the nature of expense methodotogy. The disctosure on risks are

presented in the EnanciaI risk management objectives and policies contained in note 5.

The statement of cash Eows shows the changes in cash and cash equivalents arising during the period

from operating, investing and Enancing activities.

Starting lst Juty 2013, NationaI Environment Trust Fund adopted the IPSAS 1 on Presentation of FinanciaI

Statements. ln previous years the EnanciaI statements were prepared in accordance with the

lnternationaI Financial Reporting Standards (lFRSs). The change was necessitated by the reporting

standards on public entities which are not Government Business Entities (GBE) as deEned and required

by IPSAS l-'Presentation of Financial Statements'which states that the scope of apptication is for'at[

pubtic sector entities other than Government Business Enterprises'.

el



NATIONAL ENVI RON MENTTRUST FUN D

4. FunctionalCurrencies

(a) Functional and Presentation Currency

The EnanciaI statements are presented in the functional currency, Kenya Shittings (Kshs.), which is the

Board's presentationat currency.

(b) Transactions and Batances

i) Translation of Foreign Currencies

Transactions in foreign currencies during the year are converted into the functionaI currency using the

prevailing exchange rates ruling at the dates of the transactions. Assets and liabitities denominated in

foreign currencies are transtated at the mean rates of exchange ruting at the end of the reporting period.

The foreign currency exchange gains and tosses resulting from the setttement of such transactions and

from the transtation at year end exchange rates of monetary assets and tiabitities denominated in foreign

currencies are recognized through the statement of Enancial performance in the year in which they

arise. However, there were no transactions denominated in foreign currencies in the period under

review.

ii) Translation of Foreign 0perations

The Board does not have any foreign operations

5. Summary of significant accounting policies

L Revenue recognition

i) Revenuefrom non-exchangetransactions - IPSAS 23

Revenue is recognized to the extent that it is probabte that the economic benef its witt ftow to the fund and

the revenue can be retiabty measured. The fottowing specific recognition criteria must be met before

revenue is recognized.

Government grants are recognized as income when there is reasonabte assurance that the grants witl

be received and the entity witt compty with the conditions attached to them. The grants are recognized as

income on a systematic and rationat basis over the period necessary to match them with the related

costs.

Transfers from foreign governments and other government entities

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

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 potentiaI retated to the asset

wit[ flow to the Fund and can be measured retiabty.

t0l



NATIONAL ENVI RON MENTTRUST FUN D

ii) Revenue from exchange transactions - IPSAS I
Rendering of services

The Fund recognizes revenue from rendering of services by reference to the stage of completion when

the outcome of the transaction can be estimated retiabty. The stage of comptetion is measured by

reference to [abour hours incurred to date as a percentage of totaI estimated labour hours.

Where the contract outcome cannot be measured retiabty, revenue is recognized onty to the extent that

the expenses incurred are recoverabte.

lnterestincome

lnterest income is accrued using the effective yield method. The effective yietd discounts estimated

future cash receipts through the expected tife of the financiaI asset to that asset's net carrying amount.

The method appties this yietd to the principaI outstanding to determine interest income each period.

2. Property, ptant and equipment - IPSAS 17

Att property, ptant and equipment are stated at cost less accumutated depreciation and impairment

losses. Cost inctudes expenditure that is directty attributabte to the acquisition of the items. When

significant parts of property, plant and equipment are required to be replaced at intervats, the Fund

recognizes such parts as individual assets with specific useful lives and depreciates them accordingty.

Likewise, when a major inspection is performed, its cost is recognized in the carrying amount of the plant

and equipment as a reptacement if the recognition criteria are satisfied.

Atl other repair and maintenance costs are recognized in surptus or deficit as incurred. Where an asset

is acquired in a non-exchange transaction for niI or nominaI consideration the asset is initiatty measured

at its fair vatue.

Depreciation is calculated using the straight [ine method on the cost of each asset to its residual value

over its estimated usefuI tife using the fottowing per annum rates:

Motor vehicle 25%

Furniture & fittings 12.5%

Computer, printers and software 25%

Office equipment 12.5%

3. Budget information - IPSAS 24

The annual budget is prepared on the accrual basis, that is, atl ptanned costs and income are presented

in a single statement to determine the needs of the Fund. As a result of the adoption of the accruat basis

for budgeting purposes, there are no basis, timing or Fund differences that woutd require reconcitiation

between the actuaI comparable amounts and the amounts presented as a separate additionaI financial

statement in the statement of comparison of budget and actuaI amounts.

l1 I



NAT!ONAL ENVI RON MENTTRUST FUN D

4. Taxes - lAS12

Current income tax

Current income tax assets and tiabitities for the current period are measured at the amount expected to

be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the

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

Fund operates and generates taxabte income.

Current income tax retating to items recognized directty in net assets is recognized in net assets and not

in the statement of financiaI performance. Management periodicatty evaluates positions taken in the tax

returns with respect to situations in which appticabte tax regutations are subject to interpretation and

estabtishes provisions where appropriate.

5. lntangibte assets - lPSAS3l

lntangibte assets acquired separatety are initiatty recognized at cost. The cost of intangibte assets

acquired in a non-exchange transaction is their fair vatue at the date of the exchange. Fotlowing initiat

recognition. intangibte assets are carried at cost less any accumulated amortization and accumulated

impairment [osses. lnterna[[y generated intangible assets, excluding capitalized development costs, are

not capitatized and expenditure is reftected in surptus or deficit in the period in which the expenditure is

incurred.

The usefut tife of the intangibte assets is assessed as either finite or indefinite.

iii) Research and deve[opment costs

The Fund expenses research costs as incurred. Development costs on an individuat project are

recognized as intangible assets when the Fund can demonstrate:

'F The abitity to measure retiabty the expenditure during development

Fotlowing initiaI recognition of an asset, the asset is carried at cost less any accumutated amortization

and accumutated impairment losses. Amortization of the asset begins when devetopment is comptete

and the asset is avaitabte for use. lt is amortized over the period of expected future benefit. During the

period of development, the asset is tested for impairment annualty with any impairment [osses

recognized immediatety in surptus or def icit.
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6. Financialinstruments- !PSAS29

Financialassets

lnitia I recognition and m eas urem ent

FinanciaI assets within the scope of IPSAS 29 FinanciaI lnstruments: Recognition and Measurement are

classified as financiat assets at fair value through surplus or deficit, loans and receivables, hetd-to-

maturity investments or available-for-sale financiaI assets, as appropriate. The Fund determines the

classification of its financiaI assets at initiat recognition.

Loans and receivables

Loans and receivables are non-derivative financiaI assets with fixed or determinabte payments that are

not quoted in an active market. After initial measurement, such financial assets are subsequentty

measured at amortized cost using the effective interest method, tess impairment. Amortized cost is

catculated by taking into account any discount or premium on acquisition and fees or costs that are an

integrat part of the effective interest rate. Losses arising from impairment are recognized in the surplus

or deficit.

Held-to-maturity

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

as held to maturity when the Fund has the positive intention and abitity to hotd it to maturity. After initiat

measurement, hetd-to-maturity investments are measured at amortized cost using the effective

interest method, tess impairment. Amortized cost is catculated by taking into account any discount or

premium on acquisition and fees or costs that are an integraI part of the effective interest rate. The tosses

arising from impairment are recognized in surptus or def icit.

lmpairment of financial assets

The Fund assesses at each reporting date whether there is objective evidence that a financiaI asset or a

Fund of financiat assets is impaired. A financiat asset or a Fund of financiaI assets is deemed to be

impaired if. and onty if, there is objective evidence of impairment as a resutt of one or more events that

has occurred after the initiat recognition of the asset (an incurred'[oss event') and that loss event has an

impact on the estimated future cash ftows of the financiaI asset or the Fund of financiaI assets that can

be retiabty estimated. Evidence of impairment may inctude the foltowing indicators:

'/ The debtors or a Fund of debtors are experiencing significant financiat difficutty

arrears or economic conditions that corretate with defautts)

13l
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iv) Financiat tiabitities

I n itia I recogn ition a nd m eas urem ent

FinanciaI tiabitities within the scope of IPSAS 29 are ctassif ied as financiaI tiabitities at fair value through

surplus or deficit or loans and borrowings, as appropriate. The Fund determines the ctassification of its

financiaI tiabitities at initiat recognition.

At[ financiat tiabitities are recognized initiatty at fair value and, in the case of loans and borrowings, ptus

directty attributable transaction costs.

Loans and borowing

After initiat recognition, interest bearing loans and borrowings are subsequentty measured at amortized

cost using the effective interest method. Gains and losses are recognized in surplus or deficit when the

tiabitities are derecognized as wet[ as through the effective interest method amortization process.

IPsAS 29.65

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.

v) lnventories - IPSAS 12

lnventory is measured at cost upon initia[ recognition. To the extent that inventory was received through

non-exchange transactions (for no cost or for a nominaI cost), the cost of the inventory is its fair vatue at

the date of acquisition.

Costs incurred in bringing each product to its present [ocation and condition are accounted for, as

fotlows:

manufacturing overheads based on the normaI operating capacity, but exctuding borrowing costs

After initiat recognition, inventory is measured at the lower of cost and net reatizabte vatue. However, to

the extent that a class of inventory is distributed or deptoyed at no charge or for a nominal charge, that

class of inventory is measured at the [ower of cost and current rep[acement cost.

Net reatizable value is the estimated setting price in the ordinary course of operations, less the estimated

costs of completion and the estimated costs necessary to make the sate, exchange, or distribution.

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

course of operations ofthe Fund.

?. Provisions - IPSAS l9

Provisions are recognized when the Fund has a present obtigation (tegat or constructive) as a resutt of a

past event, it is probabte that an outf low of resources embodying economic benefits or service potential
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witt be required to settte the obtigation and a retiabte estimate can be made of the amount of the

obtigation.

Co n ti n g e n t I ia b ili t i es

The Fund does not recognize a contingent tiabitity, but discloses detaits of any contingencies in the notes

to the financiat statements, untess the possibitity of an outftow of resources embodying economic

benefits or service potentiaI is remote.

Contingent assets

The Fund does not recognize a contingent asset, but discloses detaits of a possibte asset whose existence

is contingent on the occurrence or non-occurrence of one or more uncertain future events not whotly

within the controI of the Fund in the notes to the financiat statements. Contingent assets are assessed

continua[[y to ensure that devetopments are appropriately reftected in the financial statements. lf it has

become virtua[[y certain that an inf low of economic benef its or service potentiaI wit[ arise and the asset's

vatue can be measured retiabty. the asset and the retated revenue are recognized in the financiat

statements of the period in which the change occurs.

8. Natureandpurposeofreserves

The Fund creates and maintains reserves in terms of specific requirements.

9. Changes in accounting poticies and estimates - IPSAS 3

The Fund recognizes the effects of changes in accounting poticy retrospectivety. The effects of changes

in accounting poticy are apptied prospectively if retrospective apptication is impractica[.

10. Retated parties - IPSAS 20

The Fund regards a related party as a person or an entity with the abitity to exert controt individuat[y or

jointty, orto exercise significant influence overthe Fund, orvice versa. Members of key management are

regarded as related parties.

ll. Service concession arrangements - !PSAS 32

The Fund anatyses at[ aspects of service concession arrangements that it enters into in determining the

appropriate accounting treatment and disctosure requirements. ln particular, where a private party

contributes an asset to the arrangement, the Fund recognizes that asset when, and onty when, it controts

or regutates the services the operator must provide together with the asset, to whom it must provide

them, and at what price. ln the case of assets other than 'whole-of-tife' assets, it controts, through

ownership, benef iciaI entitlement or otherwise - any significant residuaI interest in the asset at the end

of the arrangement. Any assets so recognized are measured at their fair vatue. To the extent that an asset

has been recognized, the Fund atso recognizes a corresponding tiabitity, adjusted by a cash

consideration paid or received.

lsl
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12. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on catl and

highty liquid investments with an originaI maturity of three months or [ess, which are readity convertibte

to known amounts of cash and are subject to insignif icant risk of changes in value. Bank account balances

inctude amounts hetd at various commerciaI banks at the end of the f inanciaI year.

13. Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

14. Significant judgments and sources of estimation uncertainty - IPSAS 1

The preparation of the Fund's financiaI statements in conformity with IPSAS requires management to

make judgments. estimates and assumptions that affect the reported amounts of revenues, expenses,

assets and tiabitities, and the disctosure of contingent tiabitities, at the end of the reporting period.

However, uncertainty about these assumptions and estimates coutd resutt in outcomes that require a

materiaI adjustment to the carrying amount of the asset or tiabitity affected in f uture periods.

State att judgements, estimates and assumptions made: e.g.

Es tim ates a n d ass um ptions

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 materiaI adjustment to the carrying amounts of

assets and tiabitities within the next f inanciaI year, are described betow. The Fund based its assumptions

and estimates on parameters avaitabte when the consotidated financiaI statements were prepared.

However, existing circumstances and assumptions about future devetopments may change due to

market changes or circumstances arising beyond the control of the Fund. Such changes are ref lected in

the assumptions when they occur. IPSAS Ll40

Useful lives and residual values

The usefut tives and residual vatues of assets are assessed using the foltowing indicators to inform

potentiaI future use and value f rom disposat:

l. The condition of the asset based on the assessment of experts emptoyed by the Fund

2. The nature of the asset, its susceptibitity and adaptabitity to changes in technotogy and processes

3. The nature of the processes in which the asset is deptoyed

4. Avaitabitity of funding to reptace the asset

5. Changes in the market in retation to the asset

t6l
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Provisions

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

obtigation at the reporting date, and are discounted to present vatue where the effect is materia[.

15. Subsequent events - IPSAS 14

There have been no events subsequent to the financiaI year end with a significant impact on the financiaI

statements for the year ended June 30, 2017.

6. GOK Grants

Actual

Taxabte [and and buitdings

Recurrent

Development

TotaI property taxes revenue

7. Pubtic contributions and donations

WWF

KCB Foundation

Pottination f und

TotaI transfers and sponsorships

Reconciliation of pubtic contributions and donations

Balance unspent at beginning of year

Current year receipts

Conditions met - transferred to revenue

Conditions to be met - remain tiabitities

2017

Kshs

117,977,596

20,000.000

2016

Kshs

82,659,819

26.361,600

137,977,596 109.021,419

20fl

Kshs

1,000,000

500,000

58,290

2016

Kshs

2,000,000

789,240

1,558,290 2;189,2h0

20fl

Kshs

1,558,290

(r,558,290)

2016

Kshs

2,789,240

(2.789.240)

1?l
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8. Transfers from other governments - gifts and services-in-kind

2017

Kshs

93.000,000

7 49,770

2016

Kshs

67.837.669

8,000,000

8,320,99r

ConditionaI grants

Embassy of Sweden Grant-GlA

Embassy of Slovakia Grants

lnter-GovernmentaI Development on Authority

Embassy of France

TotaI grants from other governments

Employee related costs - PersonaI Emotuments

Emptoyee related costs - contributions to NSSF&

Pensions schemes

Emptoyee retated costs - Leave altowance

Employee retated costs - Gratuity

Emptoyee costs

Number of Staff

93.749,770

Reconcitiation of conditionaI grants from other governments

Batance unspent at the beginning 106,602,698

Current year receipt s 7 49,770

Conditions met-Transferred to revenue (93,7 49,770)

Conditions to be met-Liabitities(see note 24) 13,602,698

9. Finance income - external investments

Cash investments and fixed deposits

TotaI finance income - external investments

201?

Kshs

154,863

r54,863

10. Employee costs

84,158,660

r90,761,358

(84,rs8,660)

106,602,698

2016

Kshs

5,672,877

5,672,877

2011

Kshs

73,429,933

r 50,268

7 61.840

18,404,52tt

2016

Kshs

62,591,7 44

8L9,792

633,998

4,531,788

92,7L6,565 68,607322

181
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11. Board

Chairmrn's Honoraria

Sittlng Allowances

Travel &Accommoda

lntanglble assets

Total *preclation

Proprty

Equipnent

Vohides

0ther

Totalmpairs and m

NANONAL ENVIRONMENTTRUST FUND

Expense

20lt

Kshs

1,760,000

4,335,t87

2016

Kshs

I,r60,000

2.717.800

TotalBmrd nemuno

12. Depreciati

oxpense

Property, ptant and pment

attowance

and amortization

amortization

nance

6,095,187 3,977,900

/
2017

Kshs

3,50t,803

291,097

2016

Kshs

3,4t5.389

236,250

3.792.900 3,712,639

13. Repairs a maintenance

2017

Kshs

99,680

61,720

2016

Kshs

53,r93

r,r25,883

41,490

t6t,400 r.220.566

; ,l .tel
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14. Contracted/Consultancy Services

Strategy

LegaI Fees

Human Resources

ICT Services

0ther

TotaI contracted services

15. Project Costs

IGAD Project. Climate Change Resitience

NETFUND GIA Project

lnternationaI Forums

0ther Project Costs

Totat grants and subsidies

16. Generalexpenses

The fottowing are inctuded in generaI expenses:

Advertising

LocaI Travel

Foreign TraveI

Computer Expenses

Rent and Rates

Consumabtes

Fue[ and oil

lnsurance

lnternet charges

2017

Kshs

1,894.470

100,000

3,374,L45

660,000

2016

Kshs

1,833,960

1,581,017

1.208.920

600,000

r,s0r.000

6,028,915 6.724,897

2017

Ksh

320,000

82,175,516

5,014,062

2016

Kshs

n.228,673

64,367.200

1,999.982

5,077,473

87,509,578 82.673.328

2017

Kshs

2,195,31s

964.136

1,824,212

17,477,215

3,655,158

1,474,s78

6.052.t196

661.200

2016

Kshs

446,600

1,70L,06tt

1,121,345

1,770,422

11,924,341

3,r85,669

613,448

4,123,881

7s3.450

201
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Telephone and Postage

Printing and stationery

Bank charges

Loss on Disposat ofAssets

TotaI generaI expenses

Bank

Cash-on-hand and in transit

Short-term deposits

TotaI cash and cash equivatents

Current receivables

Staff Debtors

0ther exchange debtors

Less: impairment atlowance

Tota I current receivabtes

1,479,056

586,355

44,646

1,247,tzs

1,921,064

80,756

170.9L0

36.410,977 29.063,405

17. Cash and cash equivalents

Forthe purposes of the cash flow statement, cash and cash equivatents comprise balances with

less than three months'maturity from the date of acquisition, inctuding cash in hand, deposits

hetd at catt with banks and other short term highty liquid investments with originaI maturities of

three months.

2017

Kshs

48,104,649

2016

Kshs

17,852,873

101,858,356

48.104.649 119,711,229

18. Receivables from exchange transactions

2017

Kshs

A59.960

1,301,572

2016

Kshs

394,333

1,301,572

1,761,532 1,595,905

211
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2017

Staff Debtors

0ther Exchange Debtors

2016

Staff Debtors

0ther Exchange Debtors

3 - 12 Months

459,960

459,950

3 - 12 Months

r69,630

0-3

Months

0-3

Months

224.703

Over l2

Months

Overl2

Months

1,301,s72

1,301.572

Total

459,960

1,301,572

1,761,532

Total

394.333

1,301,572

1,695,905

2015-2016

Kshs

16.884.213

224.703 169,630

19. Receivables from Non ExchangeTransactions

0ther debtors (non-exchange transactions)-G0K

Less: impairment aItowance

TotaI current receivables

20. !nventories

Consumabte stores

0ther generaI office suppties

Computer Accessories

TotaI inventories

Lower of cost and net realizabte vatue

1,301,572

r,301,572

2016-2017

Kshs

16,884,213

2011

Kshs

230,32t

89,805

763,4L8

2016

Kshs

1,260,517

1,083,580 1,260,517

I

I
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22. lntangible Assets - Software

Cost

AtlJuty20l5

Additions

At 30 June 2016

Additions

At 30 June 2017

Amortisation & lmpairment

At I Juty 2016

Amortisation

At 30 June 2017

Amortisation

lmpairment Loss

At 30 June 2017

Net BookVatues

At 30 June 2017

At 30 June 2016

Trade payables

Payments received in advance

Emptoyee advances

0ther payabtes (PAYE Taxes)

TotaI trade and other payabtes

23. Trade and other payables from exchange transactions

Payabtes are expected to be settted in NETFUNDs normaI operating cycte and within twetve months

after the reporting period and are not attached to an unconditionat right to defer payment of the tiabitity

for at least twelve months after the reporting period.

2011

Kshs

8.809,507

42.588

5.125.871

t,890,000

1,890,000

1,545,67 4

3,435,674

236.2s0

291,098

527.348

527,348

2-9!8-326

1,653,750

2016

Kshs

5,715,082

42.588

6,289,243

241

13,977.966 12,046,913
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24. Deferred income

Receivabte f rom exchange transactions

Receivabtes From Non Exchange Trans.

Cash and cash equivatents

TotaI Financia]Assets

2016

Receivabte from exchange transactions

Receivabtes From Non Exchange

Transactions

Cash and cash equivatents

Total FinanciaIAssets

201't

Kshs

2016

Kshs

G0K Grant

lnternationaI f unders-SIDA Grant

Pubtic contributions and donations

TotaI deferred income

13.602,698 106,602,598

13,602.698 t06,602,698

25. FinanciaI instruments - Financiat Risk Management

Exposure to currency, commodity, interest rate, liquidity and credit risk arises in the normaI course of

the Fund's operations. This note presents information about the Fund's exposure to each of the above

risks, policies and processes for measuring and managing risk, and the Fund's management of capitat.

Further quantitative disctosures are included throughout these financiaI statements.

Fair vatues

Set out below, is a comparison by class of the carrying amounts and fair vatue of the Fund's financial

instruments.

FinancialAssets

20fl
Carrying Amount

1,761,532

48,104,649

Carrying Amount

1,761,532

48,104,649

49,866,181 49,866.161

1,695,90s

16,884,213

|9.711.229

1,695,905

16.884,213

119,711,229

138,291,347 138.291.341

2sl
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FinanciaI Liabitities

2017

Trade and other payabtes

exchange transactions

Deferred lncome

TotaI trade and other payabtes

2016

Trade and other payables
exchange transactions

Deferred lncome

Total trade and other payables

Carrying Amount

13.977,965

13,602.698

from

from

FairValue

13,977,965

13.602,698

27,s80,663 27.580,663

12,046,913

106,602,698

12,046,913

106,602,698

118.649.611 119,649,611

The fair value of the financiaI assets and tiabitities are inctuded at the amount at which the instrument

could be exchanged in a current transaction between witting parties, other than in a forced sate or
tiquidation.

Cash and short-term deposits, trade receivabtes, trade payabtes and other current tiabitities

approximate their carrying amounts [argely due to the short-term maturities of these instruments.

(a) FinanciaI risk management objectives

The Fund's activities expose it to a variety of financiat risks inctuding credit and tiquidity risks and the

effects of changes in foreign currency. The Fund's overatl risk management programme focuses on

unpredictabitity of changes in the business environment and seeks to minimise the potentiaI adverse

eff ect of such risks on its performance by setting acceptabte levets of risk. The management has drafted

a risk management poticy that guides the management of the risks affecting NETFUND.

(b) Credit risk

NETFUND's credit risk is primarily attributabte to its tiquid funds with financiat institutions, deposits and

prepayments made for provision. The credit risk on the tiquid funds with financiat institutions is low

because the counter parties are banks with high credit-ratings. The deposits and prepayments are futty

performing as FUND continues to enjoy the services secured by these batances. The defautt rate is [ow.

(c) Liquidity risk management

Ultimate responsibility for tiquidity risk management rests with the Board members, who have buitt an

appropriate tiquidity risk management f ramework for the management of the f und's short. medium and

long-term funding and tiquidity management requirements. Liquidity risk is the risk of the Fund not

being abte to meet its obtigations as they fatt due. The Fund's approach to managing tiquidity risk is to

261
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ensure that sufficient tiquidity is available to meet its tiabitities when due, without incurring

unacceptable losses or risking damage to the Fund's reputation.

The Fund ensures that it has sufficient cash on demand to meet expected operating expenses through

the use of cash ftow forecasts.

(d) Marketriskmanagement

NEIFUND takes on exposure to market risk, which is the risk that changes in market prices, such as

interest rate and foreign exchange rates wi[[ affect NETFUND's surplus or the value of its hotdings of

financial instruments. The objective of market risk management is to manage and control market risk

exposures within acceptable parameters, white optimizing the return on risk. Monitoring of market risk

is done by management in conjunction with the Board of Trustees. Market risk exposures are measured

by the use of sensitivity anatyses. The market risk exposure for the NETFUND relates primarity to

currency risk.

Currency Risk

The Authority undertakes certain transactions denominated in foreign currencies mainly the USD and

Euro. This results in exposures to exchange rate ftuctuations. NETFUND does not hedge its foreign

currency risk. ln tight of the above, any adverse movements in exchange rates may resutt in either

exchange gain or [oss, with the latter having a negative impact on earnings, as NETFUND reports its

financiaI performance in Kenya Shittings.

lnterest rate risk

NETFUND is exposed to interest rate risk due to ftuctuations in interest rates on the bank batances that

it hotds.

Capitat Risk Managtment

NETFUND manages its funds to ensure that it witt be abte to continue as a going concern while

maximizing the return to stakehotders through the optimization of the debt and fund batance. The capitat

structure of NETFUND consists of capital reserve and accumulated surplus.

26. Retated party disctosures

2017

Designation Basic Pay Attowances Total

Chief Executive Ofticer 4,607.120 2,510,000 7,117 ,120

Director Resource Mobitisation 1,828,996 1,578,440 3,1+07,436

DirectorTechnical Services 2,758,920 1,970,000 4,728,920

Head of Finance 2.531.520 1,970,000 4,501,520

271

Totat W 8-028-440 L9-154-996
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2016

Designation

Chief Executive Off icer
Director Resource Mobilisation

Director TechnicaI Services

Head of Finance

TotaI

27. Cash generated from operations

Surplus for the year before tax

Adjusted for:

Depreciation

Loss on DisposaI

Working capitaI adjustments:

Decrease in inventory
Decrease in receivabtes

Decrease in deferred income

Decrease in payabtes

lncrease in payments received in advance

Net cash flows from operating activities

Basic Pay

3,366,720

3,233,520

2,427,120

2,206,800w

Allowances

2,450,000

r,920,000

1,920,000

1,920,000

Bzzorm

TotaI

5,826,720

5,153,520

4,347,120

4,126,800w

2017

Kshs

691,997

3,792.900

t7 6,937

16,8t8,587

(93,000,000)

1,931,052

69-585-5ZL

2017

Kshs

M

2016

Kshs

5,762.239

3,712.639

170,9L0

(3,e16)

(rs,s92,306)

r06.602.698
(3,721,13ti

95-9i7J60.

2016

Kshs

28. Contingent Assets & Liabitities

7302-9i3

Guarantee

a) Guarantees

Guarantees commit the Fund to make payments on behatf of the guaranteed in the event of a specif ic act

and carry a certain risk.

The Fund has given a guarantee for rent to Tyson Vatuers for Kshs 1,302,933 which sha[[ expire on 31"t

July 2020. This guarantee covers the obtigation to Tyson Valuers of three months' rent. The guarantee

was issued by the Trustees' bankers in favor of Tyson Valuers. The Board has entered into counter

indemnity with the same bank. The guarantee was issued in the normaI course of the business.

b) Legal Matters
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The Fund is not invotved in any [ega[ proceedings. The Trustees believe, based on the information

currentty avaitabte, that the Fund does not have any contingent tiabitities which are tikety to have a

material effect on the results of the Board's operations, financial position or tiquidity. Therefore, no

provision has been made in the financiaI statements.

29. Commitments; Operating Lease

Rentals

Non-cancettable operating lease rentats are

payabte as fo[[ows: 20ll 2016

Ksh Ksh

Not later than One year 4,417,984 6,248,824

Later than One year 13,253,952 12,386,642

Total W W

The Fund has leased office premises under an operating [ease. The lease typicatty runs for 6 years with

an option for renewa[. Lease payments are increased according[y to reftect market rentals. The Fund

does not have an option to purchase the leased asset at the expiry of the [ease period. There are no

contingent rents recognized in the Statement of FinanciaI Performance.

30. FairValue

The Board of Trustees consider that there is no materiaI difference between the fair vatue and carrying

vatue of the company's f inanciaI assets and tiabitities, where fair vatue details have not been presented.

31. CapitatCommitments

Att capitat commitments contracted for/authorized at the reporting period end have been recognized in

the financiaI statements.

32. Events after the reporting period

The Board of Trustees are not aware of any matter or circumstances arising since the end of the f inancial

year, not otherwise deatt with in the f inanciaI statements, which woutd significantty affect the financial

position of NationaI Environment Trust Fund and resutts of its operation as taid out in these financial

statements.

2e1

33. Comparatives
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Where necessary, comparative figures have been adjusted to conform to changes in presentation of the

Financial. Statements as required by lnternationat Public Sector Accounting Standards and any

amendment whenever necessary in the current year.

34. Currency

The financiaI statements are presented in Kenya Shittings.
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