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KEY ENTITY INFORMATION AND MANAGEMENT

(a) Backgroundinformation

The Micro and Small Enterprises Authority (MSEA) is a State Corporation established
under the Micro and Small Enterprise Act No. 55 of zotz. The Authority is established by
law to support development and regulation of Micro and Small Enterprises. The
Authority's mandate as indicated by the Micro and Small Enterprise Act No. 55 of zotz is

to Regulate, Promote and Develop the Micro and Small Enterprise Sector.

The Authority is categorized as a Service State owned agency in class 38. The Mission of
the Authority is to facilitate development of a vibrant Micro and Small Enterprise Sector
that is capable of sustainable contribution to economic growth and employment creation
in the country.

At Cabinet level, the Authority is represented by the Cabinet Secretary for
lndustrialization, Trade and Enterprise Development, who is responsible for the general
policy and strategic direction of the Authority.

(b) PrincipalActivities
The principal activities or mission of the Authority is to facilitate the Promotion,
Development and Regulation of Micro and Small Enterprises Sector. The Vision of the
Authority is to be a "GIobally Competitive Micro and Small Enterprises Authority".

(c) Key Management
The Authority's day-to-day management is under the following key organs:

- Board of Directors

- Director General/ Chief Executive Officer
- Senior Management Team

(d) FiduciaryManagement
The key management personnel who held office during the financial year ended 3oth June
zozo and who had direct fiduciary responsibility were:

No.
1.

2.

3.

4.

5.

5.
6.

Designation
Chief Executive Officer
Director, Corporate Services
Director, Business Development, Marketing & Trade
Director, IDTI

Head, Finance and Accounts - Up to 3't.tz.zo'tg
Head, Finance and Accounts - From 06.01.2o2o
Head, Supply Chain Management

Name
Henry Rithaa
Simon Nyamolo
Samuel Matonda
Edward Karani
Joseph Kimwele
Festus Musyoki
Anne Kareithi
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(e) FiduciaryOversightArrangements
The primary organ responsible for fiduciary oversight arrangements is the Board of
Directors. Other Government bodies also provide oversight. The Board exercised this

oversight through Board Committees. These were the Finance, Human Resource and

Administration Committee, Strategy and Business Development Service Committee,

Development and lnfrastructure Committee, Audit and Risk Management Committee. The

key function of the Board is to guide and control the performance and management of
the affairs of the Authority.

(f) Headquarters
Micro and Small Enterprises Authority
P.O. Box 4884 - ooloo
toth Floor, Utalii House
Utalii Lane / Uhuru Highway
Nairobi, Kenya

(g) Contacts
Office of the Chief Executive Officer
Telephone: (254)ozo-334o o o 6 | o7o o-666ooo
E-mail: msea@mseauthority.go.ke
Website: www.msea.go.ke

(h) Bankers
Kenya Commercial Bank, Kipande House Branch I e.O Aox 3oot2-ooioo, Nairobi
Kenya Commercial Bank, Milimani Branch I e.O aox 69695-oo4oo, Nairobi
National Bank of Kenya, Harambee Avenue Branch I e.O aox 72866-oozoo, Nairobi

(i) lndependentAuditors
Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 3oo84
GOP ooroo
Nairobi, Kenya

0) PrincipalLegalAdviser
The Attorney General
State Law Office
Harambee Avenue
P.O. Box 4c.112

City Square oo2oo
Nairobi, Kenya

lll
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THE BOARD OF DIRECTORS

Mr. Charles Waithaka

Chairperson of the Board:
Born on 3'd March, 1976, Mr. Charles Waithaka holds a Master of Business

Administration from University of Wales, United Kingdom, Bachelor of Arts

Degree in Project Management from Kingsbridge University, United States

and a Diploma in lnformation Technology from Kenyatta University. Mr.

Waithaka also holds a Bachelor in Business Administration

(Entrepreneurship) from Swiss Management Academy. He has over sixteen

(t6) years' experience in Leadership and Proiect Management and has

worked in simultaneous multi-community mobilization initiatives.

Mr. Waithaka has worked with Government, UN bodies, Civil Societies and

Private Sector in various capacities. He has served as a Chairman of KEPCO

an Apex body of six coalitions of small scale producers in the Country. He

has served as an Executive Director of lnternational Consortium of
Community Based organizations (ICCOBO), served as a Director in the NGO

Coordination Board, has been an Executive Committee Member of NCCK,

an Executive Member of Anticorruption Civilian Oversight Committee,

served as an Executive Member of Regional Youth Forum (RYF)

representing 6 Countries. He was the Organizing Secretary for Empowering

of Youth & Enterprise Support (EYES AFRICA) and the founder Member of
National Youth Council (NYC) that led to formation of the Ministry of
Youth.

Mr. Henry M. Rithaa

Director General / Chief Executive Officer:
Born in 1977, Mr. Rithaa holds an MBA (Strategic Management), Master of
Arts in Regional lntegration and Bachelor's degree in Finance.

He is a Certified Risk Professional (CARP) and Certified in Regional

lntegration and Trade. He has worked in Banking, Micro Finance and

Corporate Strategy for over 17 years both in private financial institutions

and the Public Sector.

He is also trained in Advanced Leadership and Management Development

Program from Kenya lnstitute of Management and has done Strategic

Leadership Development Program from Kenya School of Government. He

is a member of the Kenya lnstitute of Management (MKIM) and Secretary

to the Board of Directors. Henry has served in various Directorship

positions in both Private and Public institutions.

lv
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CS NationalTreasury:

Hon. Amb. Ukur Yatani has over 27-year experience in public

administration, politics, diplomacy and governance in public sector since

1992. Before his appointment as Cabinet Secretary for the National

Treasury & Planning he served as the Cabinet Secretary for Labour and

Social Protection since January zot8. Between the years zoo6-zoo7 while
Member of Parliament for North Horr Constituency, he also served as an

Assistant minister for science and technology. At the height of his career
(tvtarch zor3-August zotT), he served as a pioneer Governor of Marsabit
County, the largest County in the Republic of Kenya. Between June zoog

and October 2012, he served as Kenya's Ambassador to Austria with
Accreditation to Hungary and Slovakia and Permanent Representative to
the United Nations in Vienna. He held senior leadership positions at various

diplomatic and international agencies such as lnternational Atomic Energy

Agency (IAEA), United Nations Organization on Drugs and Crimes

(UNODC), United Nations Industrial Development Organization
(UNIDO), United Nations Convention Against Transnational Organized

Crime (UNTOC), Convention on Crime Prevention and Criminal

Justice (CCPJ), and African Group of Ambassadors among others. He has

Master of Arts in Public Administration and Public Policy, University of
York, United Kingdom,2oo5; and Bachelor of Arts in Economics, Egerton

U niversity, Kenya, t99t.

CS. Amb. Ukur Yatani, EGH

CS Hon. Betty C. Maina, EGH,
cBs

CS Ministry of lndustrialization, Trade and Enterprise Development:
Hon. Betty C. Maina, EGH brings a wealth of experience and professional
capability built over two decades of engagement with top-notch public and
private sector organ izations.

She has more than 27 years' experience in organizational leadership and
development, with an ability to prepare and implement strategic business
plans and mobilize resources for implementation, traits that place her at a
strategic position to effectively lead the coordination of lndustrialization,
Trade and Enterprise Development in Kenya.

Hon. Maina has served as the Principal Secretary in the Ministry of
Environment and Forestry, State Department for industrialization, and
State Department of East African Affairs. She has also served as the Chief
Executive of the Kenya Association of Manufacturers for rr years (between
June zoo4-July zot5), where she not only oversaw the doubling of
membership of the association but also established seven satellite offices
to complement the services offered at the national office.

She attained a Master of Science Degree in Development Administration
and Planning from the University College of London in r998, having studied
Land Economics at the University of Nairobi where she attained her
undergraduate degree in t988.

v
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She has also undertaken short courses in several key areas, among them
Budgeting and Financial Management (Harvard University), Developing
Anti-Corruption Strategies (World Bank, Washington), Gender and

Development Planning (University College of London), and the Role of
Public Policy in Private Sector Development (Strathmore University
College), to name just a few.

Prior to joining the State Department, Ms. Maina was the Director of her

consultancy firm: BECEM Solutions, and East Africa Regional

Representative of Genetics: Analytics, an economic consulting group with

offices in Nairobi, New Delhi, and Johannesburg.

Dr. Francis Owino

Principal Secretary: State Department for lndustrialization

Dr. Owino is the Principal Secretary at the State Departments for
lndustrialization in the Ministry of Industry, Trade and Cooperatives. He

holds a Doctor of Philosophy IPhD] in Peace and Conflict Studies from
Masinde Muliro University of Science and Technology obtained in zot3,

Master of Business Administration [Strategic Management] from Kenya

Methodist University, zoo8, Bachelor of Arts [B.A] und Class Upper

Division, University of Nairobi, t989. Some of his previous assignments

include; Director, National Cohesion and Values with effect from 8th

September 2oo9 to t4th August 2018 during which he successfully steered

the formulation of policies on National Cohesion and National Values as

enshrined in the Constitution of Kenya. He served in the Authority up to 3'd

June zozo when the Authority was moved to State Department for Trade

and Enterprise Development.

Amb. Johnson Weru

r/-

Principal Secretary: State Department for Trade and Enterprise

Development
Amb. Johnson Weru, is an alumniof Harvard University Kennedy School of
Government, University of Nairobi and University of Leeds. He is a career

diplomat and public servant with over twenty seven years' experience

working in Government and lnternational Development Agencies in Africa

and Europe. He is concurrently pursuing a doctorate in lnternationalTrade
from Brussels University in Belgium. Prior to his appointment as

Ambassador to the Kingdom of Belgium, the Grand Duchy of Luxembourg

and Mission to the European Union Amb. Weru had a distinguished and

long service at the Ministry of Foreign Affairs where he served as Director

for Economic Affairs and External Trade. Amb. Weru has wide experience

in international finance, international trade negotiations and public sector

management and restructuring. He has previously held advisory positions

with the World Bank and United Nations Development Programme. Amb.

Weru has held several senior positions in the public service including

serving as Joint/deputy Secretary for various public sector reform Task

vl
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Forces among them Technical Committee on Governance Justice, Law i

Order Sector Reforms, Legal Sector Reform Secretariat and Task force on

Rationalization, Restructuring and Strengthening the Ministry of Foreign

Affairs. He has also served as adjunct professor and Lecturer in Economics

and Finance at Catholic University of East Africa and has served as alternate
director to several State Boards including Kenya Vision zo3o Delivery

Board, Brand Kenya Board and the National Council for Science and

Technology. He joined MSEA Board on 4th June zozo when the Authority
was moved from State Department for lndustrialization to State

Department for Trade.

Mr. Humphrey N. Ndung'u

Director:

Mr. Ndung'u was born on z3rd September 1962. He is a visionary, delivery

and execution leader with over t3 years' progressive responsibility heading

teams, providing strategic solutions and large scale projects with
companies and organisations. He also has expertise in executive

leadership, product management, contract negotiations, and business

development. Successfulexperience building innovative digital businesses.

His latest stint was at Mobile Decisioning Holdings Limited where he

worked as Group Chief FinancialOfficer 2c11- 2orz, Group Chief Operating
Officer 2012 - zot3 and Group Director, Strategy 2o1j - 2014.

He has also worked for Equity lnvestment Bank Limited, Renaissance

Capital Kenya Limited, K-Rep Bank Limited, Consolidated Bank of Kenya

Limited, Standard Chartered Bank PLC - South Africa, Standard Chartered

Bank Kenya and Limited First American Bank of Kenya Limited. Mr.

Ndung'u is an lndependent Director of the Board of MSEA and Chairperson

to Finance, Human Resource and Administration Committee of the Board.

Mr. Anthony Kwache

Director:

Mr Anthony Kwache was born on 12th December 1971. Mr Kwache joined

the Micro and Small Enterprises sector in the year 1995 after a stint in

formal employment as a newspaper vendor and selling merchandise in

Nairobi and later moved to Kisumu the same year to continue along Oginga

Odinga Street. In the year 1999 he started supplementing his income by

venturing into vegetables farming in his rural home. During this period he

was elected to be the Chairperson of the traders, shoe shiners and the
newspaper vendors in Kisumu to lead in advocating for their recognition
and provision of a suitable environment for their businesses. He also joined

hands with the Jua Kali Associations to champion for the enactment of
laws and regulations that could enhance the governance and growth of the
valuable sectors.

ln the year 2oo5 when the lnstitute of Economic Affairs was conducting a

research on the organizing and governance of the trade and service

sectors, Mr. Kwache was part of the team and was first elected in zoo8 as a

vll
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co-opted member of the management board and national executive

member. This gave birth to the Kenya National Association of Street

Vendors and Traders (KENASVIT). He is the Chairperson of Kisumu Informal

Traders and Economic Support which is affiliated to KENASVIT.

He has championed for provision of adequate worksites for the members

of the Jua Kali and other sectors, the enactment of the MSE Act 2012 and

has been leading KENASVIT in sensitizing the sector members on the Act

and following up on its full implementation. He is also Chairman of Kisumu

County MSE Association. Mr. Kwache is the Chairperson of Development

and lnfrastructure Committee of the Board of MSEA.

Ms. Zohra Baraka

Director:

Zohra Baraka was born on 26th March, 1963. She is the founder and

Executive Director at Mohazo Ex lmpo Limited in Kenya that has had

milestones in commercial crafts in the global markets for the last z4 years

hence giving a platform for Africa to showcase the rich ethnic culture that
they bring to the global market place.

Zohra also serves in various organizations that promote gender equality,

women leadership and cross-cultural exchange in education and business

and also supports dialogue between communities. She has also been

recognized in the National Jitihada Awards in Kenya where she won first
place in the Best Business Plan Competition and also Woman Entrepreneur

of the year 2oo9.

ln zott she was nominated as the African Women Entrepreneurship

Programme (AWEP) ambassador for Kenya and now sits as the Board

Chairperson for AWEP. She is also a Board member for Federation of
Womens Entrepreneur Associations (FfWn), Board of the South South

Centre (SSC) and also sits in the Colorado State University and United

States lnternational University (USIU) Board. She is the Chairperson of
Strategy and Business Development Services Committee of MSEA Board.

Mr. Billy Baltazar

Director:
Mr. Baltazar has had diverse experience in different fields including Health

Policy, Health Financing and management of teams both in private and

public sector. He holds a Bachelor of Commerce degree in Management

from Catholic University of Eastern Africa and currently pursuing Master of
Science in Human Resource Management from the University of Nairobi.

He also has a Diploma in Computer Programming and Human Resource

Management. Mr. Baltazar has attended short courses in Leadership and

Governance, Quality Management Systems, Statistical Methods among

others.

Currently he is working with NASCOP CDC under Ministry of Health.

Previously he has worked with Kenya Medical Supplies Agency. He is the

Chairperson of Audit and Risk Committee of MSEA Board.

vlll
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Director:

Born in t964, Mr. Okello holds a Master of Commerce Degree (Business

Management) with over 20 years' experience in Human Resource and

Administration in both the public and private sector. He is an Advocate of
the High Court of Kenya and holder of a Post Graduate Diploma in Law

from the Kenya School of Law and a Bachelor of Laws Degree from the

University of Nairobi.

He is currently the Administrative Secretary, Central Organization of Trade

Unions, Kenya (COTU-K). He is also a member of the Kenya lnstitute of
Management and the Law Society of Kenya.Mr. lsaac MbingiOkello

Eng. Charles Kalomba

Director:
Eng. Kalomba was born on tSth August,'t962. He is a graduate of industrial

instrumentations from lnstitute of Machine Tools Batala, lndia and also

renewable energy scientist from the Mithradham Energy Institute in
Cochin, Kerala Southern lndia. He has also a Higher National Diploma in

Automotive from Kenya National Polytechnic. He is the founder Member

and developer of the framework at National lndustrial Training Authority.

He is also the chief architect, lead Consultant and co-chair to the Vice

Chancellor to the "JKUAT Mashinani" lnitiative, public-private sector

collaboration between the Jomo Kenyatta University of Agriculture and

Technology and the indigenous local industry/JuaKali, whose specific

objective is to build the capacity of the University's linkages with the

MSE/Jua Kalis. In zo'r7, he was appointed by the Board of National

lndustrial Training Authority (NITA) as the Chairman of the Commercial,

Wholesale, Retail Trade and Allied Agencies (CWR), with a huge

Component of Private Security modernizing and standardizing.

Mr. Yuda lmunya

1f

/

Director:
Born in December zoth t965. Mr. Imunya holds a Bachelor's degree in
Business Administration and Management from Kenya Methodist

University. He has also trained on Leadership, Governance and

Management at Kenya School of Government. Mr. lmunya also attended a

short course in Governance and Management in Johannesburg, South

Africa.

He has a vast experience in business and management and currently is a

Director at ldeal Security Services Limited. Prior to that, he was a Member

of County Public Service Board at Meru County. He has previously worked

with Kangeta Girls High School, Henneiman Educational Publishers before

moving to East African Educational Publishers as Credit Controller in charge

of East African Countries Branch Office.
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i,'t ,l Q,
Ms. Caroline Karanja

Director:
Ms. Karanja was born on 25th March 1974. She is a graduate of the United

States lnternational University Africa (USIU-A) with a major in lnternational

Business Administration -finance option. She has attended short courses in

Leaders in Action, Basic Banking Operations, and Performance

Management among others. Ms. Karanja has over 15 years of work
experience both in the banking and microfinance sectors.

Currently she is the Chief Executive Officer at Association of Micro-finance

lnstitutions Kenya (AMFI-K). She has previously held senior positions at

Commercial Bank of Africa, Nature Expeditions Africa Limited and Citibank

N.A.

Mr. Joseph Samal Lomwa

Director:

Mr. Lomwa is a holder of Bachelor of Arts Degree in Development Studies

from Kimmage Development Studies Centre-Dublin, lreland and Diploma in

Community Development from Premise Development Training Institute. He

has also a Certificate in Social Development Work. Mr. Lomwa is an

initiative driven leader and Public Servant with over 20 years serving the

community both in the Non-Governmental Organisation and the Public

sector. He has extensive project management, public administration,

community empowerment, leadership among others having served as a

Member of Parliament (MP) for lsiolo North Constituency between March

2013-2017. Prior to then, he worked as Executive Director (CEO) at

PREMAP- a local CBO, based in lsiolo. Previously, he has in senior positions

at Catholic Development Office and Modogashe Development Office.

Ms. Rose Mwongera

Alternate to Principal Secretary Youth Affairs:
Ms. Mwongera sits in MSEA Board as alternate to Principal Secretary, State

Department for Youth Affairs. She is a holder of Master of Arts in Proiect

Planning and Management from the University of Nairobi and Bachelor of
Education in Home Economics from Kenyatta University. Currently she is a

PhD student studying Development Studies at the Jomo Kenyatta

University of Agriculture and Technology. Ms. Mwongera has vast

experience in public policy, strategy and research currently working as

Deputy Director in charge of Youth Development at State Department for
Youth Affairs. Prior to that, she worked as Assistant Director coordinating

and advising on Youth Mainstreaming from 2013 to 2016 at the Ministry of
Health. Previously, she worked as Chief Youth Officer, Principal Youth

Officer and then Assistant Director at the Department of Youth

Development from 2oo7 to 2016.
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3

Mr. Harun Rashid Khator

Mr. Richard Gakunya

Alternate to Cabinet Secretary National Treasury:

Mr. Gakunya is a holder of Masters of Science in Economics and Statistics

and Bachelor of Science in Economics and Statistics both from Odessa

lnstitute of National Economy. He has attended short courses in Activity

based costing, Fiscal risk reporting, Strategic Leadership Development

Program, Public expenditure management and among others. He has

extensive experience in budgeting, fiscal planning, public policy and public

sector financial management currently working as Deputy Director of
Budgets at National Treasury. Previously he has worked for over 20 years

as Economist in the Public Service and Office of Controller and Auditor
General as Auditor.

Ms. Gladys Kinyuah

/

Alternate to Principal Secretary Trade and Enterprise Development:

Ms. Kinyuah is a holder of Master's Degree in lnternational Studies,

lnstitute of Diplomacy & lnternational Studies (lDlS), University of Nairobi

specializing in international relations, investment and diplomacy and

Master's Degree in Economic Planning, Kiev State University of Economics,

Kiev, Ukraine, specializing in production planning in industries. She also has

a Post 6raduate Diploma in lntegrated Rural Regional Development

Planning (IRRDP) from the Institute of Development Studies, Rehovot -
lsrael. She has attended short courses in Security, Diplomacy, Strategic

thinking and Policy formulation, lnternational Trade Policy for National &
Regional Development and among others. Ms. Kinyuah has over z7 years of
experience and currently she is the Deputy Director lnternational Trade at

State Department for Trade. Previously she worked as Deputy Chief

Economist and Assistant Director Economic lntegration in the Ministry of
East African Community.

Alternate to Principal Secretary !ndustrialization:

Born in z5th June 1971, Mr. Khator is a holder of Masters of Arts in Political

Science and Bachelor of Arts in Political Science both from the University of
Karachi. He is currently pursuing Master in Security Management and

Police Studies at Kenyatta University. Mr Khator is a member of Kenya

Association for Public Administration and Management (KAPAM) and has

attended short courses in Strategic Leadership Development Programme,

Performance Management, Public Administration, and Senior Management

Course among others. His experience in public policy and administration

spans over a period of z3 years currently working as Director of
Administration, State Department for lndustrialization. Prior to then, he

worked at State Department for Fisheries and the Blue Economy in the

same capacity. Previously he has worked as County Commissioner, District

Commissioner among other senior administration position in Government

of Kenya.
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MANAGEMENT TEAM

Mr. Henry M. Rithaa

Director General / Chief Executive Officer
Born in 1977, Mr. Rithaa holds an MBA (Strategic Management), Master of
Arts in Regional lntegration and Bachelor's degree in Finance.

He is a Certified Risk Professional (CARP) and Certified in Regional

lntegration and Trade. He has worked in Banking, Micro Finance and

Corporate Strategy for over 17 years both in private financial institutions

and the Public Sector.

He is also trained in Advanced Leadership and Management Development

Program from Kenya lnstitute of Management and has done Strategic

Leadership Development Program from Kenya School of Government. He

is a member of the Kenya lnstitute of Management (MKIM) and Secretary

to the Board of Directors. Henry has served in various Directorship

positions in both Private and Public institutions.

Mr. Simon Nyamolo

Director, Corporate Services

Mr. Nyamolo holds a Master's Degree in Strategic Management from Jomo

Kenyatta University of Agriculture and Technology, Bachelor of Business

Administration (Finance) from Maseno Univeristy and is currently pursuing

a PhD in Business Administration (Strategic Management) from the Jomo

Kenyatta University of Agriculture and Technology. He is a member of the

Kenya lnstitute of Management, lnstitute of Human Resource

Management of Kenya and lnstitute of Certified Public Secretaries of
Kenya. Simon's experience in corporate administration and management

spans seventeen years prior to joining the Authority. He previously held

senior positions at JKUAT, Kenya Forest Service and Kenya lnstitute of
Mass Communication.

Mr. SamuelMatonda

Director, Business Development, Marketing and Trade

Mr. Matonda holds Master's Degree in Business Administration from
Egerton University and Bachelors of Science degree from Jomo Kenyatta

University of Agriculture and Technology. He has also attended Senior

Management Course from Kenya School of Government. He is currently

pursuing his Masters of Science in Environmental Chemistry. His experience

spans fourteen years in management positions across various

organisations including Pyrethrum Board of Kenya, Export Promotion

Council of Kenya, Agropharm Africa Limited and Kenya Association of
Manufacturers (KAM) among others.
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Director, lnfrastructure Development, Technology and lnnovation

Mr. Karani holds a Masters Degree in Project Management from Jomo

Kenyatta University Of Agriculture and Technology. He is also a graduate of
Bsc Electrical and Electronic Engineering and a Double degree in Bsc

Telecommunication and lnformation Engineering from the same

University. Edward has extensive experience in Project Management both
in Private and Public sector. He is a member of Institute of Engineers

Kenya and Engineers Board of Kenya in addition he has undergone training

on Young leaders SME Development and Promotion.
Eng. Edward Karani

Ms. NaomiKariuki

Director, Human Capital Development and Administration

Ms. Kariuki holds a Master of Science in Human Resource Management

from Jomo Kenyatta University of Agriculture and Technology and a

Bachelor's degree in Business Administration and Management. She is a
Certified Human Resource Professional (CHRP) and a full member of the
lnstitute of Human Resource Management. She has attended other
courses in Senior Management from Kenya School of Government, Credit

Management, Risk Management and Public Relations among others.

Currently pursuing MA in Diplomacy and lnternational Relations. Her

corporate experience spans over 15 years working in various institutions
including the Council of Legal Education/Kenya School of Law, Export
Promotion Council prior to joining the Authority.

Mr. Joseph Kimwele

Head, Finance and Accounts (Up to 3r.rz.zot9)

Mr. Kimwele holds Master's degree in Finance and a Bachelor of Commerce
(Accounting). He is also Certified Public Accountant of Kenya and a

member of the lnstitute of Certified Public Accountants of Kenya.

He has worked as a Finance Officer for a period of t3 years in the Public
Service. Mr. Kimwele served the Authority since its inception up to the end
of the first half of the financial year under review when he was recalled
back to the State Department of Cooperative where he was seconded
from.
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Mr. Festus Musyoki

Head, Finance and Accounts (From o5.o1.2o2o)

Mr. Musyoki holds a Master of Business Administration (Finance) and

Bachelor of Commerce (Finance) both from the University of Nairobi. He is

a Certified Public Accountant of Kenya and a Member of the Institute of
Certified Public Accountants of Kenya. Festus has attended short courses in

Senior Management, Financial Planning and Modelling, Corporate

Governance, Project Management and Legal Audits. He is currently
pursuing Master of Arts in Project Planning and Management from the

University of Nairobi. Festus experience in accounting and finance spans

over thirteen years working in various institutions including National

Environment Management Authority, Nursing Council of Kenya and British

High Commission prior to joining the Authority on 6th January zozo.

Ms. Anne Kareithi

Head, Supply Chain Management

Ms. Kareithi holds a Master of Business Administration from United States

lnternational University-Africa (USIU) and a Bachelor of Purchasing and

Supplies Management from Jomo Kenyatta University of Agriculture and

Technology (JKUAT). She also holds a post graduate Diploma in Purchasing

and Supply from Chartered lnstitute of Purchasing and Supply (CIPS).

Ann has over 1o years'experience in procurement and supply chain and has

worked in various organisation including Diaego PLC, East African

Breweries Nairobi, lnternational Monetary Fund and Comprehensive

Nuclear, Austria among others.

Mr. Moses Kalung'e

I

Ag. Head, MSE Strategy, Planning and Coordination

Mr. Kalung'e holds a Bachelor of Science in Applied Statistics and currently
pursuing Master of Science in Monitoring and Evaluation from Jomo

Kenyatta University of Agriculture and Technology. Moses is a certified

monitoring and Evaluation professionaland a Member of the Evaluation

Society of Kenya. He has attended short courses in Project

Management, Data Analysis and Reporting, monitoring and evaluation

among others. Moses has vast experience in Programs Evaluation,

Resource mobilization, data management and Research having worked in

both Private and public organizations including National lndustrialTraining

Authority, Spotlight Research Firm and National Aids Control Council. He

Joined MSEA on 2ndJanuary 2o2o as Senior Resource Mobilization and

Partnerships Officer.
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CHAIRMAN'S STATEMENT
The role of Micro and Small enterprises (MSEs) in the economic development of Kenya cannot -
be over emphasized. Beyond meeting the demand for the day-to-day goods and services of

most of the population of Kenya, MSE's make significant contributions to global trade and

economic development. Moreover, the MSE sector provides employment to the greater share

of the workforce. The responsibility to promote, regulate and develop this sector is the primary

goal of the Micro and Small Enterprises Authority.

The recent outbreak of the COVID-r9 pandemic has dealt a great challenge to the MSE sector in

Kenya. While the implemented containment measures to curb the spread of the virus have

been necessary, they have implied sharp contractions in the level of output, household

spending, corporate investment and international trade. ln many instances, this has led to

imminent closure of micro and small enterprises and disruptions in supply chain operations

which has undeniably had a knock-on effect on businesses locally. The negative effect of the

pandemic to the Kenyan economy cannot be overlooked. The Authority has been working

round the clock to guarantee business continuity of the Micro and Small Enterprises through

targeted initiatives.

The MSEA Board is grateful to all the stakeholders including the Ministry of lndustry, Trade and

Enterprise Development and the associated state corporations, The Ministry of lnterior and

Coordination of National Government, The National Treasury, Public Service Commission, The

Ministry of Health, The National Assembly and the County Governments for their support in

Development of Micro and Small Enterprises Sector. I also take this opportunity to appreciate

the innovative and resilient Micro and Small Entrepreneurs who have endeavoured to provide

quality products, employment and creation of wealth hence increasing livelihood of many

Kenyans.

During the year under review, the Board focused on building public private partnerships with

financial institutions to provide alternative channels for affordable credit to Micro and Small

Enterprises as well as develop programs to boost their financial literacy skills. Focus was made

on championing fiscal policy to operationalize the MSE Fund to provide affordable and flexible
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credit to MSEs. The authority also spearheaded the review of the MSE policy which was

assented to towards the end. ln order to facilitate job creation, the authority successfully

implemented cycle 4 and 5 of the Kenya Youth Empowerment and Opportunities Project

(KYEoP).

As the Chairman of the Board, I cannot fail to highlight the crucial role played by the staff of the

Authority towards the realization of the mandate of the Authority. On behalf of the Board of

Directors, I take this opportunity to thank the entire MSEA team for their diligent service under

the able guidance and leadership of the Chief Executive Officer.

A1 0e-202 I

Charles Waithaka

Chairman of the Board

Date

Nairobi
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REPORT OF THE CHIEF EXECUTIVE OFFICER

The Micro and Small Enterprises Authority (MSEA) is a State Corporation established under the

Micro and Small Enterprises Act No. 55 of zolz and domiciled in the Ministry of lndustrialization,

Trade and Enterprise Development, The State Department for Trade. The Act provides for

Promotion, Development and Regulation of Micro and Small Enterprises and establishment of

the Micro and Small Enterprises Authority.

ln the financial year ending 3oth June zozo, Kshs 258.6 million were received from the

Government as recurrent disbursements compared to Kshs ro6.3 million received in the

previous year. The Authority received development grant amounting to Kshs 63o.1 million for

construction and equipping Constituency lndustrial Development Centres and a further Kshs

3oo million for construction of cold- storage facilities under presidential directive. The

development partners disbursed Kshs 442.3 million compared to Kshs 26t.6 million in previous

period through Kenya Youth Employment and Opportunities Project funded by World Bank.

The Authority intends to maintain and deepen these partnership and bring in more

development partners.

During the same period, the Authority reported a surplus of Kshs 9.3 million compared to
deficit of Kshs 3o.8 million in the previous financial year. The value of the total asset increased

from Kshs 96 million to Kshs 95;,.6 attributable to capital acquisition and development funding

during the period.

The Authority achieved the following during the period; facilitated over 15oo MSE'S access

regional markets through the ASK shows and the Jua Kali Nguvu Kazi exhibitions where t96

MSEs were facilitated to attend in Kigali, Rwanda. The Authority has provided worksites and

CIDC for MSE development, by renovation over r58 CIDC's and 428 Worksites across the

country. MSEA is also providing infrastructure support which includes; cold storage facilities for

bananas and potatoes in Kisii Meru and Olkalau to curb post-harvest losses and promote

localized value addition.

The Authority also launched and is operationalizing the Center of Excellence in Kariobangi. The

Center has common user facilities that are used by artisans to orient their businesses
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commercially by up scaling their capacity of production. The artisans are also trained in the

following sub-sectors which include; metal fabrication, electrical works, glass fitting, leather

works, textile and upholstery, automotive works and woodwork. MSEA in collaboration with

the government will be replicating this centre in various regions across the country in order to

empower MSE's by providing workspaces, machines and equipment and training based on the

needs of the MSE's.

At Kariobangi there is also the Biashara Center (compliance-standardization). At this Center is

where government services have been centralized and integrated for ease of access by MSE's

in the process of formalizing their businesses. The program is a multi-agency partnership

between KEBS, KRA, KlE, KlPl, KIRDI, KENAS, MSEA and ACA. This model will also be replicated

in various regions across the country.

On behalf of the Management, I would like to take this opportunity to recognize and

appreciate the direction of the Board of Management and the contribution of the Cabinet

Secretary Ms. Betty Maina and Principal Secretary Amb. John Weru who have maintained the

efforts of the Board in meeting the expectations of the Public. I also appreciate the National

Treasury for the continued support in providing the resources to get us where we are today.

For all our stakeholders and general public who have continued to believe in us, I say thank you

very much.

I wish to once again assure my colleagues and partners in the MSE Sector of my utmost

commitment to serve you with diligence expediency and passion to realise your dreams today

and for your future generations and more so actualise the Vision 2o3o.

cg Dt.7v7'9:

Henry M. Rithaa

Director General/ CEO

Date

Nairobi
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PERFORMANCE REVIEW FOR zotg-zozo FINANCIAL YEAR

Strategic plan

The Authorities programmes and activities for the last six years were guided by strategic plan

covering the period 2013-2011and a business plan covering the period zo19-zozo. The Strategic

Plan was implemented with significant achievements. As at the end of the reporting period,

the Authority was in the process of developing strategic plan 2o1g-2o24 which will provide

strategic direction during that period. The strategy will also Align MSEA Strategic direction with

the relevant National, regional and international development agenda and provide an overall

framework for prioritization and allocation of resources.

Business plan

The Business Plan 2otg-2ozo was implemented in absence of Strategic Plan during the period

under review. During implementation, per{ormance progress was tracked and after the

contract period a performance review was done to give an overview on performance. The

implementation of the Business Plan, Performance Contract and the Annual Work Plan was

evaluated with good performance indicators. The performance review focused on the core

mandate of the Authority.

During the reporting period, the Authority createdTo,'tz9 jobs indirectly and 8,99t jobs directly

totalling to79,z'ro jobs through issuance of grants and Business Development Services through

Kenya Youth Employment and Opportunities Project (KYEOP). The Authority facilitated t,582

MSEs to access market through local ASK and exhibitions, and EAC Nguvu Kazi Exhibition held

in Kigali, Rwanda.

The National MSE Sector Harmonization and Coordination Strategy was finalized and adopted

by the Board and was undergoing further review and approval at ministerial level as at the end

of reporting period.

Constituency lndustrial Development Centres (ClDCs)

During the financial year under review, the Authority refurbished and upgraded 9Z CIDCs and

work sites in different Centres across the Country. The Authority also provided common user
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facilities for leather, textiles, furniture, metal and handicrafts equipment in the 97 completed

Centres, this included training in basic machine operation. This resulted to increase in

employment in Micro and Small Enterprises Sector in Kenya to 5z,z5o.

The Authority is also facilitating ease of doing business through facilitating connection of

three phase electricity to Constituency lndustrial Development Centres and MSME worksites

in Kenya.

Recruitment

During the period under review, the Authority recruited t5o staff out of the authorised t75 in

the financial year against a staff establishment of z6z staff. The recruited staff included 35 staff

absorbed from State Department for lndustrialization upon successfully undergoing suitability

interview.

Re-Categorization of MSEA

State Corporations are classified in eight broad functional categories based on mandate and

core functions. The 2oo4 SCAC Regulations stipulates that when a new State corporation has

been established as provided for under Section z7(t) (b) of the State Corporations Act,

Cap.446, the categorization of such a Corporation will be referred to the State Corporation

Advisory Committee for its advice on a case by case basis.

Currently, MSEA is categorized at PC 38. The Kenya Vision 2o3o economic development blue

print envisages that Kenya will transform into a newly industrializing, middle income country

providing a high quality life to all its citizens by the year 2o3o. The vision recognizes the

important role played by the Micro and Small Enterprises sector in the creation of employment

and wealth for Kenyans.

The Vision further proposes several projects and programmes aimed at developing the sector

and strengthening its role in national development as expounded in the First MTP and Second

Medium Term Plans. Key amongst these were: development of Micro and Small Enterprises

Centres of Excellence (CoEs); and improving the quality of MSE products; specialized training
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for MSE operators; increasing the participation of youth and vulnerable groups in MSE

activities.

The above called for strengthening of MSEA to effectively deliver its mandate and implement

the various projects. This then required re-categorization of MSEA from the current PC 38 to a

higher category.

The Authority has already presented its bid for the re categorization and awaiting a decision by

SCAC and other Authorities involved in the exercise.

Enterprise Resource Planning System

An Enterprise Resource Planning (fRP) System, is intended to integrate operations of various

departments in an organization to enhance and ensure seamless operations within an

organization. With these in mind, the Authority procured Microsoft Dynamics 365 and

embarked in the process of automation of various departmental processes. These departments

documented the procedures and processes which assisted in the customization of the various

departmental Modules.

Development is currently ongoing for the modules for Financial Management, Supply Chain

management, Human Resource management, Project management, contracts & Payroll

Services with web-based Employee Self Servicel Human Resources Management; Process and

Alefts; General Administration and lT Helpdesk. The project is being funded by World Bank

through Kenya Youth Employment and Opportunities Project and the system is expected to be

rolled out in July zozo.
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CORPORATE GOVERNANCE STATEMENT

The Board of Management of Micro and Small Enterprises Authority is responsible for the

governance role of the Authority. Both the Board and senior management of the Authority are

committed to the highest levels of corporate governance, which it considers critical in

achieving the Authority's mandate. Accordingly, the Authority therefore fosters a culture that

values and rewards the highest ethical standards, personal and corporate integrity.

l. The Board

A. Board Composition

The Board of Directors oversee the Authorityrs Corporate Governance framework by ensuring

that the best practices in corporate governance are adhered to.

An effective board must comprise of highly qualified and competent directors capable of

exercising objective, independent judgment to guide strategy development and monitor

management. The board must have a proper understanding of the role and responsibilities of

the board to ensure that the board has appropriate autonomy, authority and accountability in

exercising its functions. More over an effective board follows operating practices such as

creating board committees and providing specialized training and evaluation for directors that

improve board's functioning and decision making.

The Authority's board is headed by a non-executive chairman appointed by the President, the

remaining fourteen (t4) directors in the board are appointed by the Cabinet Secretary

responsible for lndustrialization, Trade and Enterprise Development as per the Micro and Small

Enterprises Act No. 55 of zorz, four (4) are alternate directors to Principal Secretaries for

lndustrialization, Trade, Youth and National Treasury respectively, one (t) director who is the

Chief Executive Officer sits in the board as the Secretary, while four (4) members sit in the

board as independent directors. The rest represent the subsectors of trade, services, and

manufacturing.

The Board is composed of directors with a diverse mix of experience in various industries and

competencies in various fields such as lnsurance, Banking, Law, Accounting and Human

resources. The unique experiences provide the Board with a mix of skills in discharging its

responsibilities and providing a strategic vision and direction for the Authority by bringing in
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the element of independent judgment and risk assessment in the decision-making process.

All directors have a tenure of three years with a provision for re-appointment once subject to a

favourable performance evaluation by the appointing authorities.

B. Roles and responsibilities of the Board,

The roles of the board is to provide overall strategic direction of the Authority, monitor the

Authority's performance, set policy guidelines for management and ensure that the business of

the Authority is conducted in compliance with relevant laws and regulations. To achieve

continued prosperity for the Authority, the Board exercises leadership, enterprise, integrity and

good judgement and shall always act in the best interest of the Authority.

The roles and responsibilities of the Board broadly include the following;

i. Establishing the Authority's strategic direction and priorities and adopting business

Plans proposed by management for the achievement of strategic obfectives

ii. Monitoring and evaluating the implementation of strategies, policies, management

Performance criteria and business plans

iii. Providing oversight in financial reporting to government agencies and key stakeholders

iv. Ensuring availability of adequate resources for the achievement of the Authority's

Objectives.

v. Safeguarding the Authority's assets by instituting appropriate internal control systems.

vi. Reviewing succession planning for management and making senior management

Appointments, organizational changes and remuneration issues.

vii. Overseeing business affairs of the Authority considering emerging risks and

Opportunities.

viii. Ensuring the Authority complies with all relevant laws, regulations and codes of best

Business practices.

C. Committees of the Board

The Board has the authority to establish committees and to delegate powers to such

committees. The purpose of the committees is to assist the Board in advancing its functions

efficiently. The Board, while recognizing that certain powers can be delegated to the
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committees, reaffirms that the ultimate accountability for such matters remains with the

Board.

Each committee meet at least four times in a year to prepare for Board meetings and file

appropriate reports to be considered by the Board. Necessity for additional meetings is

considered and if appropriate, approved by the Board with due regard to the mutual

responsibility and accountability of the Board.

The Committee elect the Chair from among the Committee member on their first meeting. lt is

expected that each Board member will serve on at least two Board Committees.

Ad hoc committees of the Board may be appointed from time to time to address particular

issues. The Terms of Reference of such a committee shall be determined by the Board.

ln furtherance of its mandate, a Committee may propose to the Board for approval the use of

external expertise whose work will be directed by the Committee but ultimately submitted to

the Board for approval.

The Board may, by resolution either generally or in any particular case, delegate to any

Committee of the Board, or to any member thereof, or to any officer, employee or agent of the

Authority the exercise of any of the powers or the performance of any of the functions or

duties of the Board to the extent permitted by the MSE Act or any other written law.

Currently, there are five committees constituted by the Board: Audit and Risk Management

Committee, Finance, Human Resources and Administration Committee, Strategy and Business

Development Services Committee and Development and lnfrastructure Committee.

Membership to these committees is based on relevant skills, expertise and experience required

to handle respective functions. The Committee execute their functions in accordance with

terms of reference which defines its mandate, roles and responsibilities.
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The roles of the various Board Committees are as below:

i. Audit and Risk management Committee

The committee comprises of five Board members with Head of lnternal Audit providing

secretarial services as required by the Public Finance Management Act Regulations. The

committee assists the Board in fulfilling its corporate governance responsibilities and in

particular to strengthen the effectiveness of the internal audit function; maintaining oversight

on internal control systems; provision of general oversight in risk and compliance matters; and

ensuring implementation of audit reports and recommendations.

The terms of reference for the Committee are highlighted below;

./ Formulating Internal control systems

'/ Reviewing the internal control policies and procedures

,/ Analysing internal and external Audit reports

'/ Ensuring implementation of recommendation of Audit reports

'/ Developing/implementation Risk Management policy

The committee held four (4) meetings during the year.

ii. Finance, Human Resources and Administration Committee

The committee comprises of seven Board members and it's responsible for providing advice to

the Board on MSEA's financial and human resource management, performance and their

financial implications.

The terms of reference for the Committee are highlighted below;

./ Resourcemobilization

./ Work planning and Budgeting

,/ Reviewing the Authority's ICT policies and systems

'/ Overseeing procurement processes and procurement plan

'/ Reviewing human resources policies and procedures

,/ Performance contracting

,/ Per{ormance Appraisal

r' Reviewing financial policy and procedures

'/ Ensuring compliance with legaland statutory requirements

The committee held six (6) meetings during the year.
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iii. Development and lnfrastructure Board Committee

The committee comprises of six board members and it's responsible for the Acquisition and

documentation of land for MSE use, lnfrastructure Development, MSE Centres of Excellence

development and equipping, facilitating access to Markets and Exhibition centres for MSEs and

Jua Kalisheds and work sites acquisition and development.

The terms of reference for the Committee are highlighted below;

'/ Acquisition and documentation of land for MSE use

{ Infrastructure Development

'/ Developing and equipping of MSE Centres of Excellence and CIDCs

,/ Markets and Exhibition centres

,/ Developing Jua Kali sheds and work sites

The committee held two (z) meetings during the year.

iv. Strategy and Business Development Services Board Committee

The committee comprises of eight board members and deals with Policy formulation and

review, Strategy Planning, Research and Product Development, Protection of lntellectual

property, Marketing and Access to markets, Technology development, acquisition and transfer,

Training and capacity building for MSEs and Monitoring and Evaluation systems.

The terms of reference for the Committee are highlighted below;

'/ Policy formulation and review

./ Strategy Planning

./ Research and Product Development

,/ Protection of lntellectual property

'/ Marketing and Access to markets

'/ Technology development, acquisition and transfer

'/ Training and capacity building for MSEs

,/ Monitoring and Evaluation systems

The committee held four (4) meetings during the year.
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D. Board Almanac and Meetings

The Board almanac contains a schedule of meetings of the Board and its committees for the

year. The agenda for each Board meeting is prepared and circulated to members in advance.

The Board holds its regular meetings at least once every three (3) months and special meetings

may be called when necessary. During the year under review, the Board held five (5) meetings.

i. Board and committee membership

Analysed below is the Board and Committee membership during the reporting period.

Board Committees

Audit &
Risk

v

Chair

v

V

v

Finance,
HR&

Admin

Develop
ment &

lnfrastruc
ture

Strategy
& BDSName of the Director Board Position

Mr. Charles Waithaka Chairman

Mr. Henry Rithaa Chief Executive Officer

CS Amb. Ukur Yatani CS, The National Treasury

CS Hon. Betty C. Maina
CS, lndustrialization, Trade and
Enterprise Development

Dr. Francis Owino PS, Industrialization

Amb. Johnson Weru Ps, Trade

Member ChairMr. Humphrey Njoroge

Mr. Anthony Kwache Member Chair

ChairMs. Zohra Baraka Member

Mr. Billy Baltazar Member

Ms. Caroline Karania Member

MemberMr. lsaac Mbingi

Mr. Joseph Samal Member

Mr. Charles Kalomba Member

MemberMr. Yuda lmunya

Ms. Rose Mwongera Alternate to PS Youth

Mr. Harun Rashid Alternate to PS lndustrialization

Mr. Richard Gakunya Alternate to CS The National Treasury

Ms. Gladys Kinyua Alternate to PS Trade
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ii. Board and committee meeting attendance

Analysed below is the Board and Committee meeting attendance during the reporting period.

Board Committee Meet

Audit &
Risk

4*

4l

4

4

* Total number of meetings for the Board and various committee during the period

E. Board Evaluation

The Board undertakes an annual evaluation of its performance facilitated by an independent

governance specialist from the State Corporation Advisory Committee (SCAC) which results to

a report with recommendations on areas that require improvement. The annual self-

Board
Meetings

Finance,
HR&
Admin

Development
&
lnfrastructure

Strategy
& BDS

Name of the Director Board Position 5* 6* 2* 4*
Mr. Charles Waithaka Chairman 5ls

Mr. Henry Rithaa cEo 5ls 616 212 414

Dr. Francis Owino PS, lndustrialization tls

Mr. Humphrey Njoroge Member sl5 616 414

Mr. Anthony Kwache Member sl5 212 414

Ms. Zohra Baraka Member 415 414

Mr. Billy Baltazar Member 415 zl2

Ms. Caroline Karanja Member 315 616 414

Mr. lsaac Mbingi Member sl5 616 414

Mr. Joseph Samal Member 415 616 2lz

Mr. Charles Kalomba Member tls 212 414

Mr. Yuda lmunya Member 415 212

Ms. Rose Mwongera Alternate to P5 Youth 3ls 616 414

Mr. Harun Rashid
Alternate to PS

Industrialization 215 516 112

Mr. Richard Gakunya
Alternate to CS The
NationalTreasury 515 616

Ms. Gladys Kinyua Alternate to P5 Trade sl5 414

Mr. Gerald Mwangi

Representing
lnspectorate of State
Corporations 315 416 112 214
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assessment is aimed at improving members' individual and collective performance for

continuous growth and sustainability of the Authority.

F. Board Charter

The Board has in place a charter which outlines powers and responsibilities of the Board and its

members, appointment, remuneration, term of the Board members, conduct of meetings,

committee terms of reference, conflict of interest among others. The charter is premised on

the Mwongozo Code and best Corporate Governance Practices.

G. Board Capacity Development

The Authority has put in place a formal induction programme for new Board members and

continuous training for the directors to acquaint them with their responsibilities as well as keep

them abreast of the Authority's strategy and operations.

H. Policies

The Authority has in place the following policies for effective management of the organisation:

o Corporate Governance Policy

o Board Charter

o Declaration of Interest Policy

o Risk Management Policy

o lnformation CommunicationTechnology Policy

o ProcurementManualand Procedures

o Human Resource Policy

o Financial Policy and Manual

l. Accountability and Audit

Each financial year, Directors are required to prepare annual financial statements which reflect

a true and fair view of the financial position of the Company as per the regulations of Public

Finance Management Act zorz. The Board ensure that suitable accounting policies are

consistently applied, supported by reasonable and prudent judgments, and estimates. The
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Board also ensure financial statements are audited each financial year. The Office of the

Auditor General is the external auditor of MSEA.

). Board Effectiveness

The independence of the Board from the MSEA's corporate management is ensured by the

separation of the functions of the Chairperson and Director General and a clear definition of

their responsibilities.

The Chairperson is a non-executive Director and is primarily responsible for providing

leadership to the Board while the Director General is responsible for the day-to-day

management of the Authority. This achieves an appropriate balance of power, increased

accountability and improved capacity for decision making.

K. Board Appointment and Removal

The Board is headed by the Chairman who is appointed by the President through a gazette

notice on a J years renewable terms. The rest of the members are appointed by Cabinet

Secretary in charge of lndustrialization, Trade and Enterprise Development through a gazette

notice for a period of 3 years term renewable once. The Board appointment is governed by

MSE Act no.55 of zotz.

2. Performance Contract

The Board annually signs a performance contract with the Government as well as setting

Corporate Performance Strategies with Management and continues to perform an annual self-

evaluation exercise to review and audit its role and success or otherwise to meet the

challenges envisaged at the beginning of each year.

3. Training and Development

The Authority recognizes the importance of having a well informed and fully empowered Board

and Management. ln this regard, relevant training and capacity development opportunities are

organized to equip Directors and staff with skills and knowledge necessary to effectively

perform their responsibilities.
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4. Conflict of lnterest

The Directors are required to make written disclosures of any transaction in which they have

interest and which would constitute a conflict of interest and abstain from voting when such

matters are being considered. The board maintains a conflict-of-interest register, where any

member with an interest in any matter for discussion during board meetings registers it.

5. Directors Emoluments

The Board of Directors are entitled to a sitting and other allowances (where applicable) for

every meeting attended, within the set Government guidelines. The Chairman is also paid a

monthly honorarium. The aggregate amount of emoluments paid to the Directors during the

financial year for services rendered are disclosed in the financial statements under Board

Expenses.

6. Statement of Compliance

The Board of Directors confirms that Micro and Small Enterprises Authority has throughout the

2o1gl2o2o financial year complied with the entire Statutory and Regulatory requirement and

that the Authority has been managed in accordance with the principles of Corporate

Governance.

7. lnternal control and risk management:

i. lnternalControl

The Directors are responsible for reviewing the effectiveness of the Authority's system of

internal control which is designed to provide reasonable, but not absolute, assurance regarding

the safeguarding of assets against unauthorized use or disposition and the maintenance of

proper accounting records and the reliability of financial information used within the business

or for publication. These controls are designed to manage rather than eliminate the risk of

failure to achieve business objectives due to circumstances which may reasonably be

unforeseen and can only provide reasonable and not absolute assurance against material

misstatement or loss.
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The board has put in place an Audit and Risk Committee (ARC) responsible for monitoring and

providing effective supervision of the management's financial reporting processes, risk

management, compliance and receiving internal and external audit reports on behalf of the

board.

The board has overall responsibility for the establishment and oversight of the Authority's risk

management. The Board has also set up an lnternal Audit Department which reports

functionally, to the Audit and Risk Committee and administratively to the CEO. The Audit

Department is responsible for monitoring the Authority's day to day risk management and it

carries out an ongoing process of identifying, evaluating and managing significant risks

inherent in the Authority.

The Board through the Audit Committee receives quarterly reports of the effectiveness of the

system of risk management. The Board has also set out its responsibility for internal control in

the Board Charter. There is clear separation of roles and there is an efficient system of internal

control.

ii. OrganizationStructure

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

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

policies and a performance appraisal system which establishes targets, reinforces

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

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

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

management requirements.

iii. Strategic Plan

The business of the Authority is determined by the Strategic Plan. The Strategic Plan sets out

the objectives of the Authority, and the annual targets to be met to attain those objectives. The

Strategic Plan is evaluated annually to assess the achievement of those objectives. The Board

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

Progress against the plan is monitored on a quarterly basis. During the period under review, the
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Authority's corporate plans were guided by Business Plan in absence of strategic plan which

was undergoing development by close of reporting period.

iv. lnternal Control Framework

The Authority continues to review its internal control framework to ensure it maintains a

strong and effective internal control environment. Business processes and controls are

reviewed on an on-going basis. A risk-based audit plan, which provides assurance over key

business processes and operational and financial risks facing the Authority, is approved by the

Audit Committee.

The Audit Committee considers significant control matters raised by management and both the

internal and external auditors and reports its findings to the Board. Where weaknesses are

identified, the Audit Committee ensures that management takes appropriate action.

v. Risk Management

The Authority has a structure and process to help identify, assess and manage risks. The

process was in place for the period up to the time this report was approved. Management

reviews all the risks in the Authority and updates the risk register and ensures that all new and

emerging risks are appropriately evaluated and any further actions identified. The identified

risks are reported to the Audit Committee to assist the Board in the management of risk.

8. Ethics and Code of Conduct

The Authority continues to promote an ethical culture among staff and key stakeholders to

inculcate a value-based approach in corporate operations and decision making. ln accordance

with the Leadership and lntegrity Act, 2012, the Authority has put in place policies,

programmes, systems and structures that enhance high standards of ethical behaviour across

the Authority. The Code of Conduct and Ethics enables us to consolidate and strengthen a

culture of integrity and openness.
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9. ManagementTeam

The management team headed by the Chief Executive Officer implements the Board decisions

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

ensure that the Board's objectives are achieved effectively and efficiently. The management

committee considers policies and strategic measures for optimal business performance,

monitors performance and makes recommendations to the Board. The CEO acts as the link

between the Management and the Board of Directors.
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MANAGEMENT DISCUSSION AND ANALYSIS
The entity's operational and financial performance

During the period under review, the Authority received a recurrent revenue of Kshs 258.6

million compared to Kshs to6.3 million received in the previous period marking a 14j%

increment. The Authority also received development grant amounting to Kshs 63o.1 million

with none received in the previous period. Development partners disbursed Kshs 442.3 million

which was a 7o% increment from previous period (Kshs 26t.6 million in zot8-zot9) through

Kenya Youth Employment and Opportunities Project (KYEOP). lnternally generated revenue

amounted to Kshs 2.5 million compared to Kshs t.z million in the previous year, this was a'tz5%

increment.

The expenses for the period grew exponentially to the same rate as revenue as the Authority
continued to implement the approved Annual Work Plans, Budget and Procurement Plans both
for the Government Grants and Kenya Youth Employment and Opportunities Project.

The Authority experienced delays in disbursement of quarter four recurrent grant amounting
to Kshs 64.6 million. Part of the grants were received on zgth June 2o2o. However, the
Authority was able to carry out its mandate and achieved activities as planned for.

The pie chart below shows revenue received by categorisation;

\

r lnternal
Collections

o%
r Recurrent Crant

2o%

r Recurrelrt Cral.rt r Developllent Cralrt r Project Crant r lrrtenralCollectiot-ts

Revenue
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The pie chart below shows expenditure incurred during the period by categorisation;

. Depreciatio,r
exPense

1""

r Project expenses
l2i

Board expenses
1";

Expenditure
I Repairs atld

lnaintenance
O"o

. Adrlinistrative
costs

li r Staff costs
9"

. Operating expenses r Staff costs

. Boarcl expenses r Project exppnses

r Repairs arrci ntairttertartce

r Operatir-rg
expenses

,4\

. Aclnrirrist rati\,'e costs

r Deprec iatiorr expense

Operating expenses accounted for 54% of the total expenses relating to refurbishment of CIDC

and worksites while Project expenses accounted for 3z%. Staff costs accounted for 9%,

administrative cost 3% while Board expenses and depreciation expense accounted for t% each

of the total expenditure.

Entity's compliance with statutory requirements

The Authority has complied with its establishing Act, that is, MSE Act no. 55 of zo12.lt has also

complied with other legal requirements such as submission of statutory deductions to Kenya

Revenue Authority among others and its internal policies and procedures. There are no

instances of non-compliance that would lead to financial loss.

Key projects and investment decisions the entity is implementing
The Authority is implementing component ll of the KYEOP, a World Bank funded project to be

completed in five years whose effective date was September 1,2016 with expected completion

date of December 31, 2c21. The Project total cost is US$ t5o million or equivalent Kshs z.5z

Billion. During the period, the Authority operationalized over 1oo CIDCs and worksites across

the Country at a total budget of Kshs 63o million, most of the works were still on going as at

the end of reporting period.

The Authority is also implementing a project on construction of cold storage and processing

facilities in Kisii, Nyandarua and Meru through a presidential directive issued on January zozo at

a cost of Kshs 3oo million. The project was ongoing at end of reporting period.
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Maior risks facing the Authority
The Authority has a structure and process to help identify, assess and manage risks. All risks

facing the Authority are reviewed, assessed and evaluated for an appropriate action. At the

time of reporting there were no major risks facing the Authority.

Material arrears in statutory / financial obligations

During the period, there were no arrears in relation to statutory commitments. During the

same period, the authority had an outstanding payable for staff gratuity and pension

amounting to Kshs t8.z million awaiting transfer to fund manager and declaration of the
Authority as a public entity.

The entity's financial probity and serious governance issues

The Authority has not experienced any major financial improbity or any serious governance

issues during the period under review.

t
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CORPORATE SOCIAL RESPONSIBILITY STATEMENT

Corporate Social Responsibility (CSR) is increasingly becoming an integral part of business today as it

influences the long-term success of any organisation. In the process of carrying out our business, we are

keen to work closely with communities and other stakeholders around us, to empower, create value

and better their lives.

The Authority recognizes its obligations to act responsibly, ethically and with integrity in its dealings

with staff, customers, stakeholders and the environment as a whole.

The Authority also plays an important role in the social-economic development of the country and

provides one of the most prolific sources of employment, income generation, poverty reduction and

development of industrial base.

The Authority as a state agency has a strong commitment to responsible business practices

while balancing the interests of all our key stakeholders - our clients, our employees, and the

communities in which we work.

ln striving to fulfil the corporate social responsibility in the financial year, the Authority

embarked on the following activities;

i. Tree planting in various CIDC's across the country.

ii. Procuring and distribution of over 5o,ooo masks and t5o masks to various Juakali

Associations across the country to ensure their safety in response to COVID-I9

mitigation measures.

iii. Participation in the Beyond zero marathon.

i. Tree planting

The President issued a directive that the attainment of lo% National tree cover be accelerated

by zozz and subsequent directives that all Government Ministries, Departments and Parastatals

/Agencies (MDAs) to commit lo% of their Corporate Social Responsibility (CSR) budget to tree

growing activities. ln fulfilment of this directive, MSEA has been conducting tree planting

exercises in our CIDCs across the country. So far, over zoo seedlings have been planted.
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Other accrued benefits of this project include mitigating climate change and raising

environmental awareness among the local communities around these centres.

1 \

Tree planting activity in various ClDCs.

ii. COVID-t9 response.

Following the outbreak of Covid-t9, the Authority set up a number of interventions to help

MSEs during the pandemic. The first initiative was ensuring the safety of our MSEs operating

throughout the country. The Authority procured over 5o,ooo masks and t5o water tanks which

were distributed to various JuakaliAssociations across the country.
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Distribution of f acemasks and hand woshing woter tanks to various )udkali worksites,

iii. rhe Beyond Zero Marathon

MSEA staff participated in this year's 5th Edition of the Beyond Zero half marathon which

coincided with lnternational Women's Day. The main cause of the initiative is to create one

stop health services to achieve zero maternal deaths. The lnitiative also focuses on raising

awareness and funds for neglected health challenges such as fistulae on children living with

disabilities, multiple HIV risks faced by young people, breast, cervical and prostate cancers and

eye care for the elderly.
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REPORT OF THE DIRECTORS

The Directors submit their report together with the audited financial statements for the year

ended June 3o, zozo which show the state of the Authority's affairs.

Principal activities

The principal activities of the Authority are to Promote, Develop and Regulate Micro and Small

Enterprises Sector.

Results

The results of the Authority for the year ended June 3o, 2o2o are set out on page 1 to page 5.

Directors

The directors who held office during the year and to the date of this report are set out on in
earlier sections of the report.

Surplus remission

ln accordance with Section zt9 Q) of the Public Financial Management Act regulations,
regulatory entities shall remit into Consolidated Fund, ninety per centum of its surplus funds
reported in the audited financial statements after the end of each financial year. However, the
entity did not make any surplus during the financial year and hence no remittance to the
Consolidated Fund.

Auditors

The Auditor General is responsible for the statutory audit of the Authority in accordance with
Article zz9 of the Constitution of Kenya and the Public Audit Act zot5. The Auditor General

continues in office in accordance with the constitution of Kenya.

By Order of the Board

1 *9:963-o-* l
Charles Waithaka

Chairman of the Board

Date

Nairobi
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STATEM ENT OF DIRECTORS' RESPONS!BILITIES
Section 8t of the Public Finance Management Act, zotz and the Micro and Small Enterprises Act, zo'lz

section 44(r) require the Directors to prepare financial statements in respect of the Authority, which
give a true and fair view of the state of affairs of the Authority at the end of the financial period and the
operating results of the Authority for that period. The Directors are also required to ensure that the
Authority keeps proper accounting records which disclose with reasonable accuracy the financial
position of the Authority. The Directors are also responsible for safeguarding the assets of the
Authority.

The Directors are responsible for the preparation and presentation of the Authority'sfinancial statements,
which give a true and fair view of the state of affairs of the Authority for and as at the end of the financial
year ended on June 3o, 2o2o. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the reporting
period; (ii) maintaining proper accounting records, which disclose with reasonable accuracy at any time
the financial position of the entity; (iii) designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of the financial statements, and ensuring that they are
free from material misstatements, whether due to error or fraud; (iv) safeguarding the assets of the
Authority; (v) selecting and applying appropriate accounting policies; and (vi) making accounting
estimates that are reasonable in the circumstances.

The Directors accept responsibility for the Authority's financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent iudgements and estimates, in
conformity with lnternational Public Sector Accounting Standards (IPSAS), and in the manner required by
the PFM Act, 2012 and the State Corporations Act. The Directors are of the opinion that the Authority's
financial statements give a true and fair view of the state of Authority's transactions during the financial
year ended June 3o, zo2o, and of the Authority's financial position as at that date. The Directors further
confirm the completeness of the accounting records maintained for the Authority,which have been relied
upon in the preparation of the Authority's financial statements as well as the adequacy of the systems of
internal financial control.

Nothing has come to the attention of the Directors to indicate that the Authority will not remain a going
concern for at least the next twelve months from the date of this statement.

Approval of the financial statements

The Authority's financial statements were approved by the Board on 280' September zozo and signed on
its behalf by:

Charles Waithaka

Chairman of the Board

Henry Rithaa

Director General/ CEO
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Monrovia Street
P.O. Box loo84-oo1oo
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REPORT OF THE AUDITOR.GENERAL ON MICRO AND SMALL ENTERPRISES
AUTHORITY FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Micro and Small Enterprises
Authority set out on pages 1 to 24, which comprise the statement of financial position
as at 30 June, 2020, and the statement of financial performance, statement of changes
in net assets, statement of cash flows and the statement of comparison of budget and
actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

!n 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 the Micro and Small Enterprises Authority as at
30 June, 2020 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 the Micro and Small Enterprises Authority Act, 2012 and the
Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Property, Plant and Equipment

The statement of financial position reflects a property, plant and equipment balance of
Kshs.83,075,980 which as reported previously, excludes undetermined value of
properties in one-hundred and fifty-four (154) Constituency lndustrial Development
Centers (ClDCs). Further, additional non-current assets of undetermined value were
held by the Authority for transfer to various ClDCs. ln addition, the Management had
not valued all its non-current assets.

Consequently, the accuracy and completeness of the reported balance of
Kshs.83,075,980 for property, plant and equipment as at 30 June, 2020 could not be
confirmed.

2. Long Outstanding lmprest

The statement of financial position reflects receivables from exchange transactions of
Kshs.22,164,983 which as disclosed at Note 16 to the financial statements, comprised

Report of the Auditor-General on Micro and Small Enterprises Authority for the year ended 30 June, 2020



the outstanding imprest balance as at 30 June, 2020 of which Kshs.6,145,690 had
been outstanding for more than one financial year. The imprests had been issued to
staff who had been seconded to the Authority but who have since been deployed to
other Ministries. Although Management explained that they were making follow up
with the individual officers and the concerned Ministries to have the amounts
recovered, the imprests were still outstanding as at 30 June, 2020.

Consequently, full recoverability of the reported receivables balance could not be
confirmed. ln addition, the Management was in breach of Regulation 93(5) of Public
Finance Management Regulations, 2015 which stipulates that a holder of a temporary
imprest shall account or surrender the imprest within seven (7) working days after
returning to duty station.

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

Key Audit Mafters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

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

Basis for Conclusion

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

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

Enterprises Authorityfor the year ended 30 June, 2020
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internalcontrol, risk management and governance
were operating effectively, in all material respects. I believe that the audit evidence I

have obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and the Board of Directors

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

ln preparing the financial statements, Management is responsible for assessing the
Authority's ability to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Authority or to cease operations

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities which govern them, and that public resources
are applied in an effective way.

The Board of Directors are responsible for overseeing the Authority's financial
reporting process, reviewing the effectiveness of how the Authority monitors
compliance with relevant legislative and regulatory requirements, ensuring that
effective processes and systems are in place to address key roles and responsibilities
in relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit report in
compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always detect a material misstatement and weakness when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

Report of the Auditor-General on Micro and Small Enterprises Authorityfor the year ended 30 June, 2020
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ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1Xa) of the Public Audit Act,
2015 and submit the audit report in compliance with Article 229(7) of the Constitution.
My consideration of the internal control would not necessarily disclose all matters in
the internal control that might be material weaknesses under the lSSAls. A material
weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

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

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

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

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

Report of the Auditor-General on Micro and Small Enterprises Authority for the year ended 30 June, 2020
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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 and
business activities of the Authority to express an opinion on the financial
statements.

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

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

I also provide 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.

CPA , CBS
AUDITOR.GENERAL

Nairobi

08 February,2020
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STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 3o JUNE zozo

Revenue from non-exchange transactions
Government grants

Development partners

Revenue from exchange transactions
I nternally generated revenue

Total revenue

Expenditure
Operating expenses

Staff costs
Board expenses

Project expenses

Depreciation expense
Repairs and Maintenance

Total Expenditure

Surplus / (deficit) for the period

trzz4rtTzrz6z 36912881927

Notes

9
10

'11

12

1)

14

2,725,470 1,265,45o

6

7

zorglzozo
Kshs

779,1OO,734

442346,o58

zorSlzorg
Kshs

to636o,87'r
26t,662,6o6

368,o23,477t,22t,446,792

8

6i5,3)'r,to4
'n9,855,7t6
't2,869,65't

424,oo7,884
r8,3t9,o99

4,472,439

78']72,)53
15,423,375
't3,263,676

278,538,4o3
10,595,774

3,955,2o9
trzt4r855r89z 4oort48r789

g3t637r $o,859,862)

The notes set out on pages 6 to t8 form an integral part of these Financial Statements
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STATEMENT OF FINANCIAL POSITION

AS AT 3o JUNE zozo

ASSETS

Current assets

Cash and cash equivalents
Receivable from exchange transactions
Prepayments
Consumable stocks

Non-current assets

Property, plant and equipment

Total assets

LIABILITIES

Current liabilities
Payables from exchange transactions
Provisions

Total liabilities

Net assets

Equity
Capitalfund
Accumulated surplus

Total net asset and liabilities

Chairman

19

20

Henry Rithaa

Director General/ CEO

Notes

15

't6

't6

17

18

zorglzozo
Kshs

829,o97,553
27.,164,983

16,7oo,772

2,575,271

2018l2o1g

Kshs

41,792,O40
11,178,782

87o,538,579 52,97o,822

83,o75,98o 43,047,776

83,o75,98o 4),047,776

953,614,559 96,or8,598

35,581,747

4o8,87't,536

45,769,33c

45O,OOO

444,457,284 46rzt9r33o

5o9rt6trz75 49,799,268

562,8ol,77o
(si,64o,495)

t't2,756,133

(62,956,865)

5o9rt6trz75 49,799,268

The Financial Statements set out on pages 1 to 5 were signed on behalf of the Board of
Directors by:

Charles a ithaka

)

Festus

Head of Finance

ICPAK No.9ZZ5
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STATEMENT OF CHANGES IN NET ASSETS

FOR THE YEAR ENDED 30 JUNE 2o2o

At tst July zot8

Surplus
Reserve

Kshs

Capital
Grants /

Reserves
Kshs

Total

Kshs

Surplus/(Deficit) for the period

Capital acquisition

Prior period adjustment
At Soth June zorg

At tst July zotg

Surplusi(Deficit) for the period

Capitalgrant
Capital acquisition

At 3oth June zozo

(32,74t,722) ttz,)77,o1) 79,635,351

$o,859,862) (3o,859,862)

379,o60
644,119

379,o60
644,119

(62,956,865) n2,756,r33 491799,268

(62,956,865) 12,756,137 49,799,268

93t637l
4to,267,266

39,778,371

931637t
4to,267,266

39,778.371

(j),6+o,+95) 56z,8o1177o 5o9rt6trz75
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 3o JUNE zozo

Cash flows from operating activities:
Surplus for the period
Adjustments for:
Depreciation & Amortization
Prior period adjustment
Operating profit before working capital changes
Changes in operating assets and liabilities:
(lncrease) / decrease in receivable
(lncrease) / decrease in prepayments
lncrease / (decrease) in payables

lncrease / (decrease) in provisions
(lncrease) / decrease in consumables
Cash generated from operations

grl16;lt (3o,859,862)

18J1g,og9 10,595,774

573,778
(r9r69o,3ro)2716351469

Notes

zotglzozo
Kshs

r8
21

(ro,986,zor)
('t6,7oo,772)
(ro,r87,582)

4o8,42t,536
(2,575,27'r)

395,6o7rr79

79516o7rr79

r8 (58J4tBe3)
(58B4tBoa)

45o,o45,637

45 37

7873o5,5t3
411792rO4O

8z ,55)

zorSlzorg
Kshs

(78o,o3o)

(8,75t,82t)

45O,OOO

(z8r77z,r6t)

Net cash from operoting octivities
Cash flows from investing activities
Purchase of property, plant and equipment
Net cash used in investing octivities

Cash flows from financing activities
Capital fund (Development grant from government)
Net cash used in financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at start of year

Cash and cash equivalents at end of year

(28,772,16r)

(379,o6o)
(379,o6o)

(29,'t5't,zz't)

7or943rz6t

411792rO4O
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE YEAR ENDED 30 JUNE 2o2o

Category

Revenue

Recurrent grant

Devt grant - Cl DC

Devt Grant - Cold Storage

Development partner

Fees and charges

Total revenue

Expenditure

Operating expenses

Staff costs

Administrative costs

Board expenses

Project expenses

Depreciation expense

Repairs & Maintenance

Total expenditure

Balance before
adjustments

372,3OO,OOO

214,14O,OOO

16,1oo,ooo

6,96o,ooo

6o4,ooo,ooo

222,639,8o7

(89,7oo,867)

22r6OOr2OO

7,7oo,867

594,939,807
124,439,133

38,7oo,2oo
14,660,867

6o4,ooo,ooo

Original
budget

2Or9-2O2O

Kshs

258,6oo,ooo

352,OOO,OOO

604,ooo,ooo

215OOrOOO

Adjustments
2O19-2O20

Kshs

278,768,ooo

JOO,OOO,OOO

Final Budget
2Oi9-2O2O

Kshs

258,6OO,OOO

63o,768,ooo

3OO,OOO,OOO

6o4,ooo,ooo

2r5OOrOOO

Actual on
comparable

basis

2O19-2O20

Kshs

258,6oo,ooo

63o,768,ooo

SOOTOOOTOOO

442;46,o58
2,7)5,47o

Performance
difference

2O19-2O2()

Kshs

161,65],,942

(225,47o)

Variance

2Or9-2O

%

o

o

o

27

-9

91r217r1oo,ooo 5.lS116S100,0 r,79518681000 t,634r4)9rjz8 l6tr4z8r472

595,636,1o2
'u9,855,7t6

39,695,oc1
12,869,651

424,OO7,884

t83l9,o99

4,472,439

(696,295)

4,583,417

(994,8or)

1,791,216

179,992,116

(r8,3r9,o99)

327,56i

o

4

-3

12

3o

o

3,600,000 1,2oo,ooo 4,8oo,ooo
t,2tl,too,ooo t64,44o,ool 1B8t,5.4o,ool 1,2t4,85j,892 166,684,115 t2

4t4;zlt993 4t4,322,99) 419,58),6)6

Cold Storage Development
6rant charged to capital
fund

292,804,262 292,804,262 292,804,262

CIDC Development Grant
charged to capital fund t't7,46j,oo4 1't7,463,004 117,463,004

Surplus as per statement of
financial performance 9,116371

Notes on material variance
i. Development partner - the variance of 27% relates to World Bank grants not received as

expected during the period under review. The project activities were slowed down by COVID t9
movement restriction measures which negatively affected the project performance.

ii. Project expenses - the variance of jo% was due to slow down on KYEOP activities due to
COVID 19 pandemic. Most of the project activities are field based and this affected the proiect
absorption rate.

iii. Budget Adjustments - During the period the Authority received additional Kshs u78.7 million
development grant for construction of CIDCs and further Kshs 3oo million development grant

7
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for construction of 3 cold facilities through a presidential directive. The Authority also re-

organised its budget through reallocation of funds so as to achieve optimal resource
utilisation.
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NOTES TO THE FINANCIAL STATEMENTS

GENERAL INFORMATION

Micro and Small Enterprises Authority is established by and derives its authority and

accountability from Micro and Small Enterprise Act No. 55 of zotz. The entity is wholly owned by

the Government of Kenya and is domiciled in Kenya. The entity's principal activity is to Regulate,

Promote and Develop the Micro and Small Enterprise Sector in Kenya.

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION. IPSAS 1

The financial statements have been prepared on a historical cost basis except where stated
otherwise. The preparation of financial statements in conformity with lnternational Public
Sector Accounting Standards (IPSAS) allows the use of estimates and assumptions. lt also
requires management to exercise judgement in the process of applying the entity's accounting
policies. The areas involving a higher degree of judgement or complexity, or where assumptions
and estimates are significant to the financial statements, are disclosed in Notes.
The financial statements have been prepared and presented in Kenya Shillings, which is the
functional and reporting currency of the Authority.

The financial statements have been prepared in accordance with the PFM Act, the State
Corporations Act, and lnternational Public Sector Accounting Standards (IPSAS). The accounting
policies adopted have been consistently applied to allthe years presented.

3. ADOPTION OF NEW AND REVISED STANDARDS

i. Relevant new standards and amendments to published standards effective for the year

ended 3o June zozo

Standard Impact

IPSAS 4o:

Public Sector

Combinations

Applicable: r" January zorg

The standard covers public sector combinations arising from exchange

transactions in which case they are treated similarly with IFRS 3(applicable
to acquisitions only). Business combinations and combinations arising from
non-exchange transactions are covered purely under Public Sector

com binations as amalgamations.

The standard did not have impact on the Authority financial reporting.

7
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(
a

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

ended 3o June 2o2o

Standard Effective date and impact:

IPSAS 4r:
Financial

Instruments

Applicabte: t" January 2o22:

The objective of IPSAS 4r is to establish principles for the financial reporting

of financial assets and liabilities that will present relevant and useful

information to users of financial statements for their assessment of the

amounts, timing and uncertainty of an entity's future cash flows.

IPSAS 4r provides users of financial statements with more useful information

than IPSAS z9,by:
. Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset's cash

flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing;

and
. Applying an improved hedge accounting model that broadens the

hedging arrangements in scope of the guidance. The model develops

a strong link between an entity's risk management strategies and the

accounting treatment for instruments held as part of the risk

management strategy.

The standard did not have impact on the Authority financial reporting.

IPSAS 4z:
Social Benefits

Applicable: t" January zozz

The objective of this Standard is to improve the relevance, faithful

representativeness and comparability of the information that a reporting

entity provides in its financial statements about social benefits. The

information provided should help users of the financial statements and

general purpose financial reports assess:

(a) The nature of such social benefits provided by the entity;
(b) rhe key features of the operation of those social benefit schemes; and

(c) The impact of such social benefits provided on the entity's financial

performance, financial position and cash flows.

The standard did not have impact on the Authority financial reporting

Amendments

to Other IPSAS

resulting from
IPSAS 4I,

Applicable: tst January zozz:

a) Amendments to IPSAS 5, to update the guidance related to the

components of borrowing costs which were inadvertently omitted

when IPSAS 41was issued.

b) Amendments to IPSAS 3o, regarding illustrative examples on hedging

8
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llt Early adoption of standards

The entity did not early - adopt any new or amended standards in year zozo.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Revenue recognition

i) Revenue from non-exchange transactions - IPSAS z3

Fees, taxes and fines

The authority recognizes revenues from fees, taxes and fines when the event occurs and

the asset recognition criteria are met. To the extent that there is a related condition
attached that would give rise to a liability to repay the amount, deferred income is

recognized instead of revenue. Other non-exchange revenues are recognized when it is

9

Standard Effective date and impact:

Financial

lnstruments

and credit risk which were inadvertently omitted when IPSAS 41 was
issued.

c) Amendments to IPSAS 30, to update the guidance for accounting for
financial guarantee contracts which were inadvertently omitted when
IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial

instruments on initial adoption of accrual basis IPSAS which were

inadvertently omitted when IPSAS 41 was issued.

Other

lmprovements

to IPSAS

Applicable: t" January zozt:

a) Amendments to IPSAS t3, to include the appropriate references to
IPSAS on impairment, in place of the current references to other
international and/or national accounting frameworks

b) IPSAS t3, Leases and IPSAS t7, Property, Plant, and Equipment.

Amendments to remove transitional provisions which should have

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

International Public Sector Accounting Standards (lPSASs) was

approved

c) IPSAS zt, lmpairment of Non-Cash-Generating Assets and IPSAS 26,

lmpairment of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance to
account for revalued assets in the scope of IPSAS t7, Property, Plant,

and Equipment and IPSAS 3t, lntangible Assets.

d) IPSAS 33, First-time Adoption of Accrual Basis lnternational Public

Sector Accounting Standards (l PSASs).

Amendments to the implementation guidance on deemed cost in
IPSAS 33 to make it consistent with the core principles in the Standard
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probable that the future economic benefits or service potential associated with the asset

will flow to the authority and the fair value of the asset can be measured reliably.

The Authority currently collects revenue from services it renders to MSEs at its
Kariobangi Centre of Excellence. This includes service fee on use of common user

machine facility, incubation services among other.

Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured

at fair value and recognized on obtaining control of the asset (cash, goods, services and

property) if the transfer is free from conditions and it is probable that the economic

benefits or service potential related to the asset will flow to the authority and can be

measured reliably.

Development partner funds

The donor development funds are recognised by the Authority when received.

ii) Revenue from exchange transactions - IPSAS 9

Rendering of services

The entity recognizes revenue from rendering of services by reference to the stage of
completion when the outcome of the transaction can be estimated reliably. The stage of
completion is measured by reference to labour hours incurred to date as a percentage of
total estimated Iabour hours.

b) Budget information - IPSAS z4

The annual budget is prepared on the accrual basis, that is, all planned costs and income are

presented in a single statement to determine the needs of the entity. As a result of the

adoption of the accrual basis for budgeting purposes, there are no basis, timing or entity

differences that would require reconciliation between the actual comparable amounts and

the amounts presented as a separate additional financial statement in the statement of
comparison of budget and actual amounts.

c) Taxes - IAS tz

Withholding Tax

Withholding Tax relates to Value Added Tax (VAT) held by the Authority at 6% from the

suppliers, and later submitted to Kenya Revenue Authority (KRA) by zoth of every month.

The tax is recognized as a liability, and offset in books of accounts when remitted to KRA.

d) Property, plant and equipment - IPSAS t7

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment Iosses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be

l0
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replaced at intervals, the entity recognizes such parts as individual assets with specific useful
lives and depreciates them accordingly. Likewise, when a major inspection is performed, its
cost is recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

Depreciation

Depreciation is calculated on a reducing balance method to write off property, plant and
equipment over their estimated useful lives. The annual rates used are as here below;

Category
Land
Building
Furniture and fittings
Computer
Software
Motor vehicle
Office equipment

Percentage
nil
10

12.5

33.3
8

25

12.5

Apportioned depreciation will apply to assets bought/acquired during the year of acquisition.
Full depreciation will be applied to assets disposed in the year of disposal.

e) lntangible assets - IPSAS 3l

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred.

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

f) Research and development costs

The Authority expenses research costs as incurred. Development costs on an individual
project are recognized as intangible assets when the Authority can demonstrate:

i) The technical feasibility of completing the asset so that the asset will be available for
use or sale

ii) lts intention to complete and its ability to use or sell the asset

iii) How the asset willgenerate future economic benefits or service potential

iv) The availability of resources to complete the asset

v) The ability to measure reliably the expenditure during development.

lt
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g) Financialinstruments

Financial ossets

lnitial recognition and measurement

Financial assets within the scope of IPSAS z9 Financial lnstruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit,
loans and receivables, held-to-maturity investments or available-for-sale financial assets,

as appropriate. The Authority determines the classification of its financial assets at initial
recognition.

Loans and receivables

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

lmpairment of financial dssets

The Authority assesses at each reporting date whether there is objective evidence that a

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

i) The debtors or a Authority of debtors are experiencing significant financial difficulty

ii) Default or delinquency in interest or principal payments

iii) The probability that debtors will enter bankruptcy or other financial reorganization

iv) Observable data indicates a measurable decrease in estimated future cash flows (e.g.
changes in arrears or economic conditions that correlate with defaults)

Financial liabilities
lnitial recognition and measurement
Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value through surplus or deficit or loans and borrowings, as appropriate. The Authority
determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

Loans andborrowing
After initial recognition, interest bearing loans and borrowings are subsequently
measured at amortized cost using the effective interest method. Gains and losses are

t2
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recognized in surplus or deficit when the liabilities are derecognized as well as through
the effective interest method amortization process.

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

h) Inventories - IPSAS tz
Inventories of consumable nature are stated at the lower of cost and net realizable value.
Cost comprises the purchase price and those overheads that have been incurred in bringing
the inventories to their present location and condition. Cost is calculated using the weighted
average method. Net realizable value represents the estimated selling price less all estimated
costs of selling the item. Consumable stock balance is disclosed as part of current assets in

the financial statements.

i) Provisions - IPSAS t9

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

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

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

The Authority has recognized provisions of refurbishment of CIDC's during the period
amounting to Kshs 408.4 million since a contractual obligation existed as at the end of
reporting period.

Co nti ngent li abiliti e s

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

The Authority discloses contingent liability with relation to disputed historical rent with
Tourism Finance Corporation dating back to the periods before the Authority was
incorporated when the Authority used to be a department under State Department for
Labour.

Contingent assets

The Authority does not recognize a contingent asset, but discloses details of a possible asset
whose existence is contingent on the occurrence or non-occurrence of one or more
uncertain future events not wholly within the control of the Authority in the notes to the
financial statements. Contingent assets are assessed continually to ensure that
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(

developments are appropriately reflected in the financial statements. lf it has become
virtually certain that an inflow of economic benefits or service potential will arise and the
asset's value can be measured reliably, the asset and the related revenue are recognized in

the financial statements of the period in which the change occurs.

,) Nature and purpose of reserves

The Authority creates and maintains reserves in terms of specific requirements as disclosed in

statement of changes in net assets.

k) Changes in accounting policies and estimates - IPSAS 3

The Authority recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective application
is impractical.

l) Employee benefits - !PSAS 25

Retirement benefit plans

The Authority provides retirement benefits for its employees. Defined contribution plans are
post-employment benefit plans under which an entity pays fixed contributions into a

separate entity (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contributions to fund obligations
for the payment of retirement benefits are charged against income in the year in which they
become payable. The Authority contributes to a defined contribution staff retirement benefit
scheme for its permanent and pensionable employees. The assets of this scheme are held in
a separate trustee administered fund. The company's contributions to the defined
contribution retirement benefit scheme are charged to the income statement in the year to
which they relate. The scheme is funded by contributions from both the employees and
employer. Benefits are paid to retiring staff in accordance with the scheme rules.

m) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are

reported at the statement of financial position reporting date by applying the exchange rate
on that date. Exchange differences arising from the settlement of creditors, or from the
reporting of creditors at rates different from those at which they were initially recorded
during the period, are recognized as income or expenses in the period in which they arise.

n) Related parties

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

The Authority analyses all aspects of service concession arrangements that it enters into in
determining the appropriate accounting treatment and disclosure requirements. ln
particular, where a private party contributes an asset to the arrangement, the Authority
recognizes that asset when, and only when, it controls or regulates the services the operator
must provide together with the asset, to whom it must provide them, and at what price. In

the case of assets other than 'whole-of-life' assets, it controls, through ownership, beneficial
entitlement or otherwise - any significant residual interest in the asset at the end of the
arrangement. Any assets so recognized are measured at their fair value. To the extent that an

asset has been recognized, the Authority also recognizes a corresponding liability, adjusted
by a cash consideration paid or received.

p) Cash and cash equivalents

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

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

r) Subsequent events
There have been no events subsequent to the financial year end with a significant impact on
the financial statements for the year ended June 3o, 2o2o.

5. SIGNIFICANT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

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

Estimates and assumptions - IPSAS t.t4o

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

1.14O

Useful lives and residualvalues

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

i) The condition of the asset based on the assessment of experts employed by the Authority
ii) The nature of the asset, its susceptibility and adaptability to changes in technology and

processes

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

iv) Availability of funding to replace the asset

v) Changes in the market in relation to the asset

Provisions

Provisions are measured at the managementrs best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is material.

6 Government grant
Government grant - recurrent
Government grant - development*

rorg/zozo
Kshs

z5816oorooo

52O,5OO,734

zorS/zor9
Kshs

to636o,87't

779,1oo,734 1o6,36o,871

*To achieve prudence and comparability in development grant reporting; the grant received
during the period has been adlusted in line with accrual and matching concept of accounting.
Crants component relating to capital fund has been charged accordingly as per the schedule
below;

Grant Category

Amount recognized in
statement of financial

performance

Amount
recognized in

capitalfund

Total received
grant during the

year

Cold Storage
CIDC & Worksites

7,195,738

5133o4,997

z9z,8o4,z6z
't't7,463,oo4

JOO,OOO,OOO

63o,768,ooo

Total j2or1oo,73q 4torz67rz66 93o1768,ooo

7 Development partner
IDA-KYEOPWorld Bank

8 lnternally generated revenue

Fees and charges from services rendered

442,j46,o58 26116621606

442,346,o58 26116621606

l6

2,725,47o 't1265r45o



t Micro and Small Enterprises Authority
Annual Reports and Financial Statements
For the year ended June 3o, zozo

9 Operating Expenses

a) Operating costs
Communication supplies and services

Domestic travel and subsistence
Foreign travel and subsistence
Printing, advertising and information services

Trade shows and exhibitions
MSEs regional and international
MSE marketing
Hospitality supplies and services

MSE coordination and harmonisation
Training of MSEs

Worksites and CIDC

Cold storage
Legal expenses

b) Administrative costs
Utilities (water and electricity)
Rent - non residential
Office general supplies and services

Fueland lubricants
Contracted guards and cleaning services

Bank charges

Provision for audit fee
Recruitment expense
Motor vehicle insurance
provision for obsolete stock

10 Staff costs
Personnel emoluments
Training expenses

lt Board Expenses

Sitting allowance
Subsistence allowance and travel expenses

Honoraria
Transport reim bursement/M ileage

Board Training
Medical insurance

12 Proiectexpenses

KYEOP Proiect expenses

595,636,1o2 46,744,058

1'394,244

18,837,j6o

4,355,974
4,252,3O3
11,757,322

20';76,267
l5OrOOO

10,068377

3,654,O21
289,5oo

513'3o4,997

7,195,738

4,932,376
14,685,756

2,998,737

644,i79

5,829,292
5,658,734

5,871,179
1r1J5rO89

785,Ooo

4,2O3,516

53'231
13,64),2)4

3,OO8,588
819,9o1

13,4',18,460

447,89o
45O,OOO

6,392,424

754,o51

7O7,222

798,946
12,888,515

8,8o7,323
1,922,652

5'359,721
214,OO3

45O,OOO

11187,135

39,695,o01 31,628,295

118,893,O1O

962,7o6

13,7O1rO32

1,722,34)

119,855,716 15'423'375

2otgl2o2o
Kshs

5,682,8o9
1,97o,474
g6o,ooo

1,719,218

617,ooo

1rg2o,15O

2or8/2o19
Kshs

4,480,599
5,913,545
846,ooo

129.]51

495,2oo
1,398,981

'12,869,651 13,263,676

l7

424,O07,884 278,538,4O3
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13 Depreciationexpense
Furniture & fittings
Computer & accessories

Motor vehicles

Office equipment

14 Repairs & maintenance
Motor vehicles

Equipments
Computers

15 Cash and cash equivalent
National Bank - recurrent account
KCB - development account
KCB - project account
Cash in Hand

t6 Receivable from non-exchange transactions
Outstanding lmprest
Prepayments

1l lnventory

Consumable stocks

1,116,178

7,178,913
6,858,8rr

3165r't97

1rO1Or274

4,4o4,t48
2)78,781
2,9O2,57O

r8,3r9,o99 1o,595,773

4,173,217

299,222
3,258,669

21O,54O

486,ooo

4,472,439 3,955,2o9

7,o86,77o
$o1,174,371

2o,836,4lz

8r4,938
6j6,893

40r34Or2O9

829,o97,553 41,792rO40

zzr't64,983
'16,7oo,772

't'tr't78,782

)8,865,755 tt,t78,782

2,575,271

t8 Property, Plant and Equipment
Office
Equip

Kshs

12.5%

cosr
1st July 2018 )4,733,131
Additions
Disposal

3oth June 2019 34il)),1)r

34,192,9oo
j79,o6o

41,o58,514 14,718,864

)q,j7tr96o q1ro5,8,S1+ 14,778,864

Computers

Kshs

3).3%

Vehicle

Kshs

25%

Fittings

Kshs

12.5%

CWIP Cold
Storage

o.o%

Totals

Kshs

't24,763,4o9

379,o6o

12511421469

Additions
Disposal

Joth June 2o2o

5,483,o56_12,786,775-

4or216rtBl 4713581735

2o,598,9oo 2170,ooo t73o8,572 58347,3o3

6116511414 1619481864 t7r1o8r57z t83,489,172

ACCUMUT.ATED DEPRECIATION

1st July 2018 11,512,571

Charge for the Year 2,9o2,57o

Soth June 2or9 141415,141

Charge for the Year ),165,'t97

3oth June 2o2o t7r58or118

NET BOOKVALUE

Joth June 2or9 2or)17r99o

Soth June 2o2o 2216)51849

z'r346,29o

4,4o4r't48
251750.r4)8

7;t78,9l3
)2,929,351

31,94),39o
2,278,78l

3+1222r171

6,858,8rr

4tro8or98z

6,696,669
1rO1Or274

7r7061944
'tr't't6rt78

81823rt21

7t,498,92o
10'595,773

8zrog4169)
't83l9,o99

toor41)r792

' 4)10471776
llrroSr1l2 83ro75r98o

818211522

t+,429,.38+

6,8361347

zor576r43z
7ro71,92o
8r12'rl+)

l8
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Notes to the Property Plant and Equipment

i. The Property Plant and Equipment (PPE) does not include valuation for Iand and
Constituency lndustrial Development Centres the Authority owns across the Country. The
Authority is in the process of valuing its properties to have an updated PPE.

ii. Capital works in progress Kshs t7,3o8,572 relates to certified works in relation to
construction of Cold Storage facility at Kisii County.

19 Payables from exchange transactions
Trade payables

Unspent donor funds
Accruals

20 Provisions
Audit fee
Refurbishment of CIDC & Worksites

Kshs

32'456,352
999,486

2,125r9O9

Kshs

45,769.;3c

35,581,747 45,769,330

45O,OOO

4o8,42't,536

45O,OOO

4o8,871,536 45O,OOO

21 Construction of cold storage facility
Through a presidential directive in January 2o2o, the Authority was allocated Kshs 3oo million in
supplementary budget ll of zolgpozo financial year to cater for construction and equipping of three cold
storage facility in Nyandarua, Kisii and Meru. Each facility is expected to cost Kshs roo million. The funds
were disbursed to the Authority's KCB development account. As at the end of the period, Kshs
24,504,310 had been spent on the project leaving unspent cash balance of Kshs 275,495,690 which is
part of the cash and cash equivalent reported as at the end of the financial year.

22 Capital Commitments
The Authority had capital commitment amounting to Kshs 275,495,690 as at the end of reporting period
with relation to construction of cold storage facilities as per note 21.

22 Financial Risk Management
The Authority's activities expose it to a variety of financial risks including credit and liquidity risks and

effects of changes in foreign currency. The Authority's overall risk management programme focuses on

unpredictability of changes in the business environment and seeks to minimise the potential adverse

effect of such risks on its performance by setting acceptable levels of risk. The Authority does not hedge

any risks and has in place policies to ensure that credit is only extended to customers with an established

credit history.

The Authority's financial risk management objectives and policies are detailed below:

(i) Credit risk
The Authority has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with banks, as

well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial positiop, past

experience and other factors. The amounts presented in the statement of financial position are net of
allowances for doubtful receivables, estimated by the company's management based on prior experience

l9



.ra

Micro and Small Enterprises Authority
Annual Reports and Financial Statements
For the year ended June 3o, zozo

t

and their assessment of the current economic environment. The amount that best represents the

Authority's maximum exposure to credit risk as at 3oth June is made up as follows;

Description

Bank balances

Receivable from exchange transactions

Accumulated fund

Capital reserve

Total funds

2020

Kshs

829,o97,553

22,t64,983

2or9

Kshs

4',t,792,O40
't'tr't781782

851,262,j)6 52,97o,822

(ii) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board, who have built an appropriate

liquidity risk management framework for the management of the Authority's short, medium and long-

term funding and liquidity management requirements. The Authority manages liquidity risk through

continuous monitoring of forecasts and actual cash flows.

The Authority's approach when managing liquidity is to ensure, as far as possible, that it will always have

sufficient liquidity to meet its liabilities when due, without incurring unacceptable losses or risking

damage to the Authority's reputation.

(iii) Market risk
The board has put in place an internal audit function to assist it in assessing the risk faced by the Authority

on an ongoing basis, evaluate and test the design and effectiveness of its internal accounting and

operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and

foreign exchange rates which will affect the Authority's income or the value of its holding of financial

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

within acceptable parameters, while optimising the return. Overall responsibility for managing market

risk rests with the Audit and Risk Management Committee.

There has been no change to the entity's exposure to market risks or the manner in which it manages and

measures the risk.

Currency Risk

The Authority's transactions are denominated in Kenya Shillings and in cases of foreign currency

payments, sufficient negotiations are carried out to obtain better foreign currency exchange rates.

Capital Risk Management

The objective of the Authority's capital risk management is to safeguard the Board's ability to continue as

a going concern. The entity capital structure comprises of the following fund:

2020

Kshs

(s3,6qo,+9s)

562,&ot,77o

So91161rz7S

2or9

Kshs

(62,956,865)

't't2r756,'t3)

4917991268

20
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Totalborrowings

Cash and bank balances

Gearing

829,o97,553

o%

41,792,O40

o%

zz. Prior year adiustments - IPSAS 3

Prior period errors are omissions from, and misstatements in, the entity's financial statements for one or
more prior periods arising from a failure to use, or misuse of, reliable information that: (a) Was available

when financial statements for those periods were authorized for issuel and (b) Could reasonably be

expected to have been obtained and taken into account in the preparation and presentation of those

financial statements. Such errors include the effects of mathematical mistakes, mistakes in applying

accounting policies, oversights or misinterpretations of facts.

There were no prior year adiustments during the period

23. Related Party Disclosure

Entities and other parties related to the entity include those parties who have ability to exercise control or
exercise significant influence over its operating and financial decisions. Related parties include

management personnel, their associates and close family members. The entity is related to;
i) TheNationalGovernment
ii) The Ministry of Trade and lndustrialization

iii) Board Members

iu) Key management

The Authority has 4 key management personnel. The managers participate in making key management

decisions of the Authority and reports to Board of Management for guidance and the Ministry of Trade and

lndustrialization for policy direction.

24. Events after the reporting period

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

25. Ultimate and Holding Entity
The Authority is a Semi- Autonomous Government Agency under the Ministry of Trade and lndustrialization.

Its ultimate parent is the Government of Kenya.

26. Currency

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

2t
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APPENDIX l: INTER-ENTITY TRANSFERS

The above amounts have been communicated to and reconciled with the parent Ministry.

ENTITY NAME: Micro and Small Enterprises Authority
Break down of Transfers from the State Department of Industrialization

FinancialYear
zorglzozo

a Recurrent Grants

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

or.oS.zorg 64,65o,ooo zotglzozo
r8.ro.zor9 64,65o,ooo zo'tglzozo

30.O1.2020 64,65o,ooo zotglzozo
o5.o5.2020 21,55O,OOO zotglzozo
oz.o6.zozo 21,55O,OOO zotglzozo
z9.o6.zozo 21r55OrOOO zolglzozo

Total z5S16oorooo

b. Development Grants

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

o2.1O.2019 176,ooo,ooo zotglzozo
o4.o2.2O20 3OO,OOO,OOO zotglzozo
31.O3.2020 454,768,ooo zotglzozo

Total 93o1768rooo

Grants received on o4.o2.2ozo Kshs joo,ooo,ooo relates to construction of cold storage facility

c. Direct Payments

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

No direct payment undertaken during the reporting period

d. Donor Receipts

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

r8.o9.zor9 ',36,66't,44t.75 zotglzozo
z8.or.zozo to8,716,t77.6o zolglzozo
31.O3.2O2O 'tt't,776,438.65 zolglzozo
z5.o6.zozo 85,t92,ooo zo'rglzozo

Total 442,146,os&

22



aI
1 Micro and Small Enterprises Authority

Annual Reports and Financial Statements
For the year ended June 3o, zozo

ENTITY NAME: Micro and Small Enterprises Authority
Break down of Transfers from the State Department of lndustry

FinancialYear
zorBlzorg

a. Recurrent Grants

Bank Statement Date Amount (KShs)
FinancialYear to which the
amounts relate

r9.o9.zor8 27,161,1oo zor8/zor9
24.'tz.zot8 25,53',1,434 zotSlzo'rg
19.O2.2019 27,161,1oo zol8lzot9
13.O5.2019 26,5o7,234 zo'r8lzo'r9

Total ro6,36or868

b. Development Grants

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

No development grant received during the reporting period

C. Direct Payments

Bank Statement Date Amount (KShs)
FinancialYear to which the
amounts relate

No direct payment undertaken during the reporting period

d. Donor Receipts

Bank Statement Date Amount (KShs)
Financial Year to which the
amounts relate

3o.r.zor8 t53,5o6,93o zorS/zorg
o7.tz.zol8 37,448,676 zor8/zor9
rz.o6.zor9 7O,707,OOO zo'r8lzol9

Total z6tr66tr6o6
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APPENDIX ll: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments
that were provided to the auditor.

I
I

As reported previously, the

property, plant and equipment

balance of Kshs 4j,o41,176 as at 3o

June zotg excludes

undetermined value of properties

in t54 Constituency lndustrial

Development Centers. Further,

some other non-current assets of

undetermined value are held by the

Authority for transfer to various

Constituency I ndustrial

Development Centers (ClDCs). AIso,

the management has not taken

stock of all its land, buildings and

other properties and valued them

to establish their accounting

treatment in the Authority's books

of account.

Management is in the

process of valuing the t54

CIDC handed over by the

Ministry in January zot5 in

the zozo/zt financial period.

With the revalued amounts,

the authority will be in a

good position to adjust the

books and correctly state

the figure for property,

plant and equipment as

required by lnternational

Public Sector Accounting

Standards.

Accounting
Officer

Not
Resolved

30th
June
2021
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