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Marsabit County Enterprise Fund
Rcports and Financial Statemcnts

r For the year endcd June 30, 2019

I. KEY ENTITY INFORMATION AND MANAGEMENT

a) Background information

Marsabit County Enterprise Fund is estabtished by and derives its authority and accountability
ll'orn Nlarsabit Coullty Entcrprisc irund r\ct on ltr'r'July 2015. lhc [,und rs wholly ownctl by t1c
County Govemment of Marsabit and is domiciled in Kenya.

The fund's objective is to provide demand-led and timely credit to various borrowing segmenrs
such as Micro and Small Enterprises (SMEs) and Livestock Trader

The Fund's principal activity is to provide financial credits to three critical sectors of the County
Economy, namely i) Micro and Small Enterprises (MSEs) sector, ii) Livestock trade and associated
enterprises sector, and iii) Jua Kali sector for value addition

b) Principal Activities

Specific objectives of the Fund are:

(a) To promote the start-ups and flourishing ol small businesses through access to affordable
finances; (b) To nurture the growth of micro and small enterprises to promote self-reliance among
youths and women; (c) To establish a uniform or standardized management of the enterprise fund
tfuoughout the county; (d) To provide funds for Livestock Traders who have potentiallo market
or add value to their stock for domestic and international markets; (e) To boost the Jua kali sector
towards achieving the County Govemment's industrialization objective; (f) To source for funding
from extemal sources to compliment County Govemment allocations; (g) To attract and facilitati
investment in cooperative sector institutions that have linkages to micro, small and medium
enterprises that benefit the youth, low income persons and women groups; (h) To encourage value
addition of livestock products like milk and milk products, hides and skin and meat and meat
products. (i) To partner with strategic public , private and Civil Society Organizations involved in
provision offinance and Entrepreneurship development (j) To provide funds to support enterprises
that has potential to create jobs and value for exports

c) Key Management

Hussein Ali Coun Executive Member-Trade
Abdi Aila Goto Chief Officer-Trade
Wolde Nur Guleid Fund M
Abdub Bante Chiel Officer financeI
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Morsobit County Enterprise Fund
Rcports and Financial State rne nts
For the year ended June 30, 2019

d) Rcgistered Offices

P.O. Box 384-60500
Next to KCB Bank-Marsabit
Isiolo-Moyale Highway
Marsabit, KEN YA

e) Fund Contacts

E-mail : info@cef.marsabit.go.ke
Website: www.marsabitgo. ke

f) Fund Bankers

Kenya Commercial Bank
Marsabit Branch

g) IndependentAuditors

Auditor General
Kenya National Audit Office
Anniversary Towers, University Way
P.O. Box 30O84
GOP 00100
Nairobi, Kenya

h) Principal Legal Adviser

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401 I 2
City Square 00200
Nairobi, Kenya
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Marsabit County Enlerprise Fund
Reports and Financial Statemenls
For the year ended June 30, 2019

2. THE BOAII.D OF TRIISTEES (or any other corporate governance body for the Funcl)

N/A
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Morsabit County Enterprise I-und
Rcports and l'inancial Slalcments
For the year ended June 30,2019

3. MANAGEMENTTEAM

Nanrc Details of qualifications and expericnce

I . Wolde Nur Guleid Fund Manager

Credit Of}icer2. Woche Bulge
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Marsabit Counly Enlerprise Fund
Reports and Financial Statemenas
l'or the year cnded June 30,2019

4. BOARD/FUND CHAIRPERSON'S REPORT

N/A
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Marsabit Counly Enterprise Fund
Reports and Financial Statements
For the year ended June 30, 2019

5. REPoRT OF TIIE FUND ADMINISTITATOR

The fund was created by an Act of the Marsabit County Assernbly (Marsabit County Enterprise
Fund Act,2015, No.2 of2015) to establish a legal and institutional framework to provide access
to affordable credit by Micro. Small and Medium enterprises across Marsabit Countv.

The fund, with a budgetary allocation of 30 million shillings per every financial year is distributed
between the four Sub-Counties of Moyalc, North Horr, Laisamis and Saku respectively using a
formula provided by the Commission for Revenue Allocations (CRA) which takes several factors
into consideration including population size and poverty index among others.

The distribution formula in o/o r Sub Count is as shou'n belorv:

Since its inception until now, the fund was supposed to have received and disbursed two allocations
of Ksh 30M each for the financial yeas' 2016/2017 and20l7/2018 (totalling ksh60M) but to date,
only Ksh 30M has been received and disbursed.

The public uptake of the fund; in terms of lhe number of individuals and groups who showed
interest and applied for loans from across the entire county was impressively high. However, a
sizeable number of applications were rejected during the appraisal exercise, mainly due to
technicalities i.e. failure to meet or produce all the mandatory requirements needed to qualify lor
a loan.

Signed:

Wolde Nur Guleid

SUB COUN'I'Y Perccntage
Allocation

Movale 29o/o

North Hon 27%
Laisamis 23%
Saku 2t%
TOTAL 100.h

7ll'agc



Morsabit County Enlerprise Fund
Reports and Financial Statcmcnts
For the ycar ended June 30,2019

6, CORPORATEGOVERNANCESTATEMENT

Marsabit County enterprise fund Board constitute of eight members, five members appointed by
the govemor, chief officer trade. chief olficer finance and fund manager who is board secretary.
Functions of the board include: a)formulate policies relating to the fund including credit policv:
(b) advise County Covernment on the structure and operations of the tund; 1c) establish unitbrnr
standards for the operations of the Board; (d) administer the property and the funds in such a
manner and for such purpose as shall promote the functions ofthe fund; (e) mobilize resources lor
the enhancement ofthe fund's mandate; (0 partner with county government for purposes ofcreating
cooperation between the two levels of government in the management of the fund; (g) keep
disaggregated data of beneficiaries by sex, age, region and other relevant factors; (h) undertake
periodic review ofthe legal framework; (i) formulate training, development and capacity building
programmes lor its employees; 0) ensure compliance within the Fund operations, sound financial
management practices; (k) provide where necessary management support services to eligible
persons; (l) protect the long term viability ofthe fund; (m) cotlaborate with relevant institutions so
as lo promote access to credit and other financial services; (n)monitor and evaluate the
performance ofthe fund; and (o) perform any other functions assigned to it under this Act.

The County Fund Board shall have at least four meetings in every financial year and not more than
four months shall elapse between the date ofone meeting and the date of the next meeting. In the
financial year 2018/2019 the county enterprise fund board only met one in the month of April
2019.

The term olthe five board members who are appointed by the Govemor ended on March 2018 and
since then no new members are nominated to the board nor the term ol former board members
renewed' The remaining board members that is Chief Officer Finance, Chief Officer Trade and
Fund Manager could not meet the quorum of four members required by the act for any sitting.

8lPage



Marsabit Count! E111s7p7ise Fund
Reports and Financial Statemcnts
For the year ended June 30,2019

7. MANAGEMENT DIS(]I.ISSION AND ANALYSIS

As provided for by the rules and regulations goveming the fund, a loan beneficiary gets a one
month window before commencement of the payment of loan installments. As such, for the first
batch of loan beneficiaries whose loans were disbursed in Mav and .Iune of 2017. the
commencement of loan repayments was set to begin in July and August of 2018 respectively.

Nonetheless, the loan repayments did not take offas expected due to some major challenges that
existed at the time some of which were:

I . Mode of loan repayment: The fund's bank account at KCB Marsabit branch was initially
the only available mode/option for making loan installments. Many loan beneficiaries
especially those who reside in or operate from the remote parts of the county could not
access the bank to make regular monthly loan repayments.

2. Locsi Politics: The fund's first loan disbursement exercise coincided with the political
campaign season ofthe 2007 general elections thereby. Many ofthe loan beneficiaries took
advantage of the campaign period to either deliberately hold back their repayments as
required or out of ignorance (especially the illiterate ones from the remote parts of the
county) took heed of the misinformation/deception by some political players that the
money they received was some sort of a grant/political tokens.

3. Business failures: Some loan beneficiaries especially those who engage in livestock trade
blamed the long droughts and famine in the last 2 quarters of20l7 which ravaged a lot of
livestock in the county as the main factor which contributed lo the slump/failure of their
livestock trade businesses, thereby hampering their financial capabilities to regularly repay
their loans.

Loan Recovery Progress

Despite the challenges experienced so far, some notable positive strides have already been
achieved or are in advanced stages/process ofbeing achieved as measures meant to improve CEF
loan performance and the managemenVadministration of the Marsabit County Enterprise Fund in
general.

Some of these positive strides include:
. Introduction and implementation of an Mpesa Paybill Number as a more effective and

eflicient mode for loan repayments to complement the fund's bank account at KCB
. Regular plro ne calls as follow up reminders for loan beneficiaries to honor their monthly

loan installments
o Use of Demand Letters issued to loan beneficiaries to initiate enforced regularization of

the loans in arrears
. Periodic loan recovery field activities by the CEF team in the various wards to follow up

on loan arrears and defaulters

9lPage



For the year ended June 30, 2019

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Regular announcements on the local FM radio stations as reminders for loan defaulters to
pay up their loan arrears

Other measures already in place or in the process of implementation include;

.- Recruitntenl. ol u cull)petcnt iur..l tull-timc managcnrclrt aud adtttittistraLi\c stallol'tl)c
fund

F Acquisition of a reliable Financial Management Information System tool to improve
the overall management and administrative efficiency of the fund

) Facilitation to put in place effective logistical support mechanisms to assist in the

administration of the fund at the sub-county level e.g. a CEF Credit Officer in all the

Sub Counties respectively
D A review of the fund policy through the County Assembly to empower the management

of the fund to be able to implernent penalties for example powers to repossess the loan

securities provided by loan beneficiaries as collaterals for Ioans.
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Llorsabit County Enterprise F'untl
, l{eports and Financial Statemcnts
For the year ended June 30. 2019

9. REPORTOFTHETRUSTEES

N/A

12 ll'lgc



Marsabit Countv Enterprise Fund
. Reports and Financial Statcments

For the year ended June 30, 2019

IO. STATEMENT OF MANAGEMENT'S RESPONSIBILI'TIES

Section I 67 of the Public Finance Management Act, 2012 requires that, at the end of each financial
year. the Administrator of a County Public Fund established by (fhe Funtl should state the
oPfropriole leci.rlation (.slohli.shing thr-, Fun,!) slrlll f,renarc llnancial statcptcn(s lor thc Funr.i irr
accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board.

The Administrator ofthe County Public Fund is resporsible for thc preparation and presentation of
the Fund's financial statements, which give a true and fair view ofthe state ofaffairs of the Fund for
and as at the end of the financial year ended on June 30, 2019. 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 ofthe Fund; (iii) designing, implementing
and maintaining intemal controls relevant to the preparation and fair presentation of tlie financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets olthe Fund; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimales, in conformity with Intemational Public Sector
Accounting standards (IPSAS), and in the manner required by the pFM Act,2012 and (quote the
applicable legislotion establishing the County Public Fund). The Administrator ofthe Fund is ofthe
opinion that the Fund's financial statements give a true and fair view of the state of Fund's
transactions during the financial year ended June 30,2018, and of the Fund's financial position as
at that date. The Administrator further confirm the completeness of the accounting records
maintained for the Fund, rvhich have been relied upon in the preparation of the Fund's financial
statements as well as the adequacy of the systems of intemal financial control.

In preparing the financial statements, the Administrator ofthe County Public Fund has assessed the
Fund's ability to continue as a going concern and disclosed, as applicable, matters relating to the use
ofgoing concem basis ofpreparation of the financial statements. Nothing has come to thi attention
of the Administrator to indicate that the Fund will not remain a going concem for at least the next
twelve months from the date of this statement.

Approval of thc financial statemcnts

The Fund 's financial statements were approved by the Board on
signed on its be f bv:

)
Chief Officer-

l.s o? 2019 and

o
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Telephone: +254{2o) l2r4ooo
E-mail: info@oagkenya.go,ke
Website: www.oagkenya.go.ke

REPUBLIC OF KENYA

OFFICE OF THE AUDITON.GE ENAL

E r h o n c i ng A c c ounta b i I i ly

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 3o084-o01oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON MARSABIT COUNTY ENTERPRISE
FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audited the accompanying financial statements of Marsabit County Enterprise
Fund set out on pages 15 to 32, which comprise the statement of financial position as
at 30 June, 2019, and the statement of financial performance, statement of changes
in net assets, statement of cash flows and statement of comparison of budget and
actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article
229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have
obtained all the information and explanations which, to the best of my knowledge and
belief, were necessary for the purpose of the audit.

ln my opinion, because of the significance of the matters discussed in the Basis for
Adverse opinion section of my report, the financial statements do not present fairly,
the financial position of Marsabit County Enterprise Fund as at 30 June 2019, 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 do not
comply with the Public Finance Management Acl, 2012 and the Marsabit County
Enterprise Act, 2015.

Basis for Adverse Opinion

1.0 Lack of a Trial Balance

The Fund Management did not provide a trial balance for audit. The balances in the
financial statements could therefore, not be confirmed.

Consequently, the accuracy and validity of the financial statements balances for the
year ended 30 June, 2019 could not be ascertained.

2.0 Accuracy of the Financial Statements

The financial statements for the year under review reflects comparative balances in
thirteen (13) components which were at variance with the audited financial statements
tor 2O'1712O18 as shown below;

Report of the Auditor-General on Marsabit County Enterprise Fund/or the year ended 30 June, 2019
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Component

2018t20',t9
Comparative

Balances
(Kshs.)

Audited
2017t20'.t8
Balances

(Kshs.)
Variance

(Kshs.)
Statement of Financial Performance
Loan Repayment o 1,962,501 (1 ,962,501)
lnterest lncome 56,178 0 56,178
Fund Administration
Expenses

(3,128,900) (6,259,533)

Finance Costs (1,733) 0 (1,733)
Su rplus/(Deficit) for
the period

(3,074,454) (2,235,s22) (838,932)

Current portion of
long-term receivables
from exchange
transactions

26,186,076 0 26,186,076

Fund Balance b/fwd 30,000,000 3,950,2't 0 26,049,790
Accumulated Surplus (2,099,235) (2,235,s13 (1,863,723)
Notes to the Financial Statements
Board and Other
Expenses

(3,128,900) 3,130,633 (6,160,533)

Openinq Balance 27,025,008 0 27,025,008
Loan Disbursed 4 1 ,123,568 1,067,390 56,178
Openinq Balance 6 975.218 0 975.218
Su rplus/(Deficit) for
the year

(3,074,454) 0 (3,074,454)

3.1 Lack of Bank Reconciliation Statements

The statement of financial position reflects Kshs.2,948,233 as cash and cash
equivalents balance. However, the respective bank reconciliation statement was not
provided for audit review.

ln the circumstances, the cash and cash equivalents balance of Kshs.2,948,233 as at
30 June, 2019 could not be ascertained.

3.2 Operation of an M-pesa Pay Bill Account

As disclosed in Note 3 to the financial statements for the year under review, the
statement of financial position reflects a cash and cash equivalents balance of
Kshs.2,948,233 held in a current account at Kenya Commercial Bank (KCB). lncluded

Repon ofthe Auditor-General on Marsabit County Enterprise Fundfor the year ended 30 June, 2019
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Note

3,1 30,633

Statement of Financial Posistion

4

6

ln view of the foregoing, the accuracy of the balances reflected in the financial
statements for the year ended 30 June, 2019 could not be confirmed.

3.0 Cash and Gash Equivalents

rrt- -/



4.1 Unreconciled lndividual Loan Account Balances

ln the circumstance, the accuracy of Kshs.24,648,605 long-term receivables balance
as at 30 June, 2019 could not be ascertained.

4.2 Outstanding Loans

As disclosed in Note 4 to the financial statements, the statement of financial position
reflects Kshs.24,648,605 in respect to long term receivable which relates to
outstanding loans as at 30 June, 2019. Review of the loan disbursement schedule
revealed that the last loans disbursed totaling Kshs.27,265,510 was made on
26 May, 20'17. The outstanding loan of Kshs.24,648,605 as at 30 June, 2019, is
therefore long overdue, contrary to clause 3.12(b) of the County Enterprise Fund
Policy. Further, by the time of audit, no recovery measures seem to have been
instituted by the Management to recover the loans.

ln the circumstances, the recoverability of the longterm receivables balance of
Kshs.24,648,605 as at 30 June, 2019 could not be confirmed.

5.0 Presentation of the Financial Statements

The financial statements for the year under review did not include the following
information which is mandatory as per the revised 2019 Financial Reporting Template
and Format for Funds prescribed by the Public Sector Accounting Standard Board
(PSASB):

Repo o/ the Auditor-General on Marsabil County Eaterprise Fund for the year ended 30 June, 2019
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in this amount is Kshs.202,743 deposited from the Fund's mobile platform pay-bill
number 5227 58 at Safaricom Limited. However, supporting documents comprising the
contract between Marsabit County Enterprise Fund and Safaricom Limited, certified
statements for M-Pesa and KCB accounts, a cash book, M-Pesa reconciliation and
M-pesa confirmation certificate of balance were not provided for audit review.

ln the circumstances, it was not possible to ascertain the completeness and accuracy
of the cash and cash equivalents balance of Kshs.2,948,233 as at 30 June, 2019.

4.0 Long Term Receivables

As disclosed in Note 4 to the financial statements, the statement of financial position
reflects Kshs.24,648,605 balance in respect of long-term receivables which includes
Kshs.1,537,471 in respect to loan repayment for the year. However, review of the
repayment schedule provided revealed that a total of Kshs.185,000 was charged to
individual accounts while the difference of Kshs.1,352,371 could not be traced to any
specific account resulting to an unexplained and unreconciled balance of
Kshs.1 ,352,371 .

5.1 Missinglnformation



Section of
the Financial
Statements Details Missing lnformation
Section 3 Management Team Details of qualification and

experience were missing
Section 4 Fund's Chairperson Report A forward note by the

chairperson was missing
Section 9 Report of the Trustees Principal activities, results and

trustees were missing.

Section 1 3 Progress on follow up of
previous year auditor's
recommendation

No follow up progress on the
issues raised by Auditor-
General in 201712018 was
reported

5.2 Anomalies in the Financial Statements

The financial statements availed for audit review reflected the following anomalies;

i. Section 1(g) indicates the independent auditor works with Kenya National Audit
Office rather than Office of the Auditor General as provided for in Section 4(1) of
the Public Audit Act, 2015.

The third paragraph of the statement of management responsibilities on page
thirteen (13) states that the Fund's transactions are for the financial year ended
30 June, 2018 instead of the financial year ended 30 June, 2019.

v. The Fund administrator of Marsabit County Education Fund did not indicate his
ICPAK Membership number in the financial statements for the year under review.

vi. The statement of financial position is reflected as "as at 30 June, 201930" instead
of "as at 30 June, 2019"

vii. The balances reported in the financial statements have not been rounded off to the
nearest shillings as is required by the lnternational Public Sector Accounting
Standard Board (IPSASB).

viii. The footnote in statement of financial performance indicates that the notes are set
out on pages 29 to 30 but they are at pages 30 to 31.

Reporl ofthe Auditor-General on Morsabit County Enterprbe Fund for the year ended 30 June, 2019
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iii. The statement of financial position, statement of changes in net assets, the
statement of cash flows and the statement of comparison of budget and actual
amounts were not paginated.

iv. The statement of changes in net asset reads "as at 30 June, 2019'' instead of "for
the year ended", contrary to lnternational Public Sector Accounting Standard
(IPSAS) one (1) on presentation of financial statements.



ln the circumstances, the financial statements are not fairly presented and in
accordance with the prescribed lnternational Public Sector Accounting Standards
Board (IPSAB) Accrual Basis.

The audit was conducted in accordance with lnternational Standards of Supreme
Audit lnstitutions (lSSA|s). I am independent of the Marsabit County Enterprise Fund
Management in accordance with ISSAI 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 adverse opinion.

Key Audit Matters

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

Other Matter

1.0 Budgetary Control and Performance

1.1 Lack of Annual Estimates

During the year under review, the financial statements of Marsabit Enterprise Fund
Board were not supported with the annual estimates contrary to Section 31(1) of the
Marsabit County Enterprise Fund Act, 2015.

ln the circumstance, the Fund was in breach of the law.

'1.2 Unbalance Budget

REPORT ON LAWFULNESS
RESOURCES

AND EFFECTIVENESS IN USE OF PUBLIC

Report ofthe Auditor-General on Marsabit County Enterprise Fund for the year ended i0 June, 2019
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The statement of comparison of budget and actual amounts reflects a nil budgeted
receipts and budgeted expenditure of Kshs.300,000 resulting to budgeted expenditure
of Kshs.300,000 without corresponding budgeted receipts contrary to Regulation
31(c) of the Public Finance Management (County Governments) regulations, 2015
which states that budget revenue and expendlture appropriation shall be balanced.

ln the circumstance, the Fund Management was in breach of the law.

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on Lawfulness and Effectiveness in Use
of Public Resources sections of my report, based on the audit procedures performed,
I confirm that public resources have not been applied lawfully and in an effective way.



Basis for Conclusion

1.0 Lack of Management lnformation System

A review of the operating environment revealed that the Fund had not established a
Management lnformation System, but the one in use was a manual one comprising
of; Microsoft Excel which requires manual calculation of loan repayments, monthly
and annual updates which could be subject to errors. No explanation from
Management was given on why the system had not been established as per Clause
34(1) of the Marsabit County Enterprise Fund Act,2015.

ln the circumstances, the fund was in breach of the law.

2.0 Lack of Marsabit County Enterprise Fund Board

Review of the Fund Committee Minutes, revealed that the serving Board Members
were Gazetted in March, 2015 for a three (3) year tenure which ought to have ended
in March, 2018. However, as at the time of audit in October, 2019, the Fund had not
constituted a new Board or renewed the contracts of the outgoing Board Members as
per Clause 13(1 ) of the Marsabit County Enterprise Fund Act, 201 5 which states that
other than the Chief Officer - Trade, Chief Officer - Finance and the Fund Manager,
the other members of the Board shall be on a three (3) year term renewable once.

ln the circumstances, the Fund was in breach of the law.

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the
significance of the matters discussed in the Basis for Adverse Opinion sections of my
report, based on the audit procedures performed, lconfirm that internal controls, risk
management and governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standard requires that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, 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.

Reporl of the Auditor-Generul on Marsdbit County Enrerprise Fund for the year ended 30 June, 2019
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Responsibilities of Management and those Charged with Governance

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

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

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how the entity 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.

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

Reporl oftha Auditor-General on Marsabil County Enteryrise Fund for the year ended 30 June, 2019
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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(1)(a) of the Public Audit Act,
201 5 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 Fund's policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, lexercise 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 going concern
basis of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue offering services. lf I conclude that a material
uncertainty exists, lam 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 audlt evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Fund to cease to continue offering services.

Report ofthe Auditor-Cenerql on Marsabit County Enterprise Fundfor the year ended 30 June, 2019
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Evaluate the overall presentation, structure and content ofthe financial statements,
including the disclosures, and whether the consolidated and separate 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 Fund 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.

a

Na cy n

Report of the Auditor-General on Marsabi, County EnlerPrise Fundfor the year ended 30 June, 2019
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Mflrsobit Coun0' Enterprise Fund
Reports and Financial Statements
For the year ended Junc 30,201.)

I 2. FINANCIAL STATEMENTS

I2.I. STATEME,NT OF FINANCIAL PERFORMANCE, FOR T}IE YEAR ENDED 3O'h
JUNE 20I9

The notes set out on pages 29 to 30 form an inlegral part ofthese Financial Statements

Revenue from non-cxchan e transactions
Public contributions and donations
Transfers lrom the Coun Government
Fines, Ities and other levies

Itel cnue fronr crcha n c transaclions
Interest income I 56,t78.42
Other income

Total revenue 56,178.42

Fund administration ex CN SCS 2 (3,128,900.00)
General expenses 2 (303,927.00)
Finance costs (t,732.s0)
Total ex cnses (303,927.00) (3,130,632.s0)
()ther sscs

Gain/loss on di of assets
Srr eriodlus/ dcficit for the (303,927.00) (3,071,4s4.08)

15 ll'age
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Morsobit County Enterprise Fund
Reports and Financial Staaemcnts
For the year ended June 30,20t9

I2.2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2OT93O

Assets

Current assets

Cash and cash equivalents 2,948.232.50 I .7 t4.688.50
Current ponion of long term receivables fiom exchange transactions I 24,648,604.84 26,t86,O75.84
Prepayments

Non-current assets

Property, plant and eq u r pment

Total asscts 27 ,596,831.34 27,900,7 64.34
Lia bilities

Cu rrcnt liabilities

Trade and other payables &om exchange transactions

Non-current liabilities

Non-current employee benefit obligation

Long term portion ofborrowings

Total lirbilities

Nct assets 2'7 ,596,8J7.34 27 ,900,7 61.31
Revolving Fund 5 30,000,000.00 30,000,000.00
Reserves

Accumulated surplus 6 (2,403,162.66) (2,099,23s.66)
Total net assets and liabilities 27,s96,837.31 27 .900;7 64 .31

\"
Adrn tor of the Fund
Name:

Fund Accountant
Name:.A6..u -t'j&h].
ICPAK Member Number:



Marsabit Counly Enterprise Funtl
Reports and Financial Statements
For the year ended June 30,2019

Balance as at I July 2017 30,000,000.00 975,218.42
Surplus/(deficit) for the period (3.074.454.08)
Funds received during the year

Revaluation gain

Ilalance as at 30 June 2018 30,000,000.00 (2,099,23s.66)

Balance as at I July 2018 30,000,000.00 (2,099,23s.66)
Surplus/(deficit) for the period (303,927.00)
Iunds received during the year

Revaluation gain

Balance as at 30 June 2019 (2,403,162.66)

I2.3. STATEMENT OF CHANGES IN NET ASSETS AS AT 30 JUNE 20I9

(Provide details on the nature anrl purpose of reserves)

30,975,218.42

(3,074,454.08)

27,900,764.34

27,900,764.34

(303,927.00)

27,596,837.34

f otl

ilrs i

30,000,000.00



lllo rs o b i t Co un ty E ttte rp rise F u n tl
Rcports and Financial Statements
F or the year ended Junc 30,2019

I2.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2OI9

I.I 28,900.00

1,732.50

(3,130,632.50 )

,130,632.50 )

Cash flows from o activiticsperatin
l{cccipts

C un() ty
Interest received

perating activitiesRccei from other o
'I'0tal Recei ts

cn tst,

Fund administration expenscs 2
General expenses 2 303,927.00
Finance cost

Total Payments (303,927.00 )
fro c(icN ct hAS ofl lvs IN o rac ( n :l t0stp

3.,927.1)0)
Cash flows from investin activities

lant, uipment and intangible assetsPurchase ofproperty,

ulpmentProceed S from sal oe f or al1 t andp pert p

Proceeds from loan rincipal repayments I 1,537,471.00 I,962,501 .00
Loan disbursements paid out I (l,067,390.00 )Net cash flows used in investi activitics 1,,537,471.00 895,1I1.00
Cash flows from financin activities

cProc froeds n'l revo n Iund rec S

Additional borrowings
Repayment of borrowin gs

Nct cash flows used in fina activitiesnctn
rease/( )N et nc ccd srca c catn hs n:l d citsh u il tslcncq r,233,54.t.00 ,235,521.50)

andCash cash u t'l'lval atts JUL 2Yeq 0 8 3 1,714,688.50 3,950,2 10.00
ivalitsC h a dn hcas u e tsn t:l 0Icq 2.IUNE I0 9 3 2,918,232.50 l,711,688.s0

Transfers from the Govemment



tfturtuutt t,uurtly t nterpnse f-und
Reports and Financial Statements
For the year ended June 30,2019

I2.5, STATEMENT OF COMPARISON OF BUDGET
2019

AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 3OIh JUNE

Revenue KShs KShs KShs KShs KShs
Public contributions and donations

Transfers fiom County Covt.
Interest income

Other income

Total income

Expenscs

Fund administration expenses

General expenses 300,000 300,000 300,000
Finance cost

100%

Total expenditure 300,000 -100,000 -r00.000 100.aSurplus for the period

Budget n otcs

L Provide explanation of diflerences between actual and budgeted amounts (l Tok over/ undeo IpsAS 24.1 4
2' Provide on explanation of changes between original and final budget indicating whether the difference is due to reallocations orother causes. (lpSAS 24.29)

3' where the total of actual on comparable basis does not tie,to the sratement of financial performance totals due to differences inaccounting basis(budget is cash basis, statemed ofrtnancial performanr,;;;;;;;;i:;r"vide a reconciriation.



Marsabil County Enterprise Funtl
Reports and Financial Saatements
For the ycar ended .Iunc 30, 2019

I2.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

l. Statement of compliance and basis ofpreparation

The Frrnd's financial stlttctncnts hare bcen prcparcd irr aeeurdarrce with arrtl cornply wrth
International Public Sector Accounting srandarjs lirsas;. The financiar statements are;;sented
in xenya shillings, which isrhe functionar and reportin! currency ofthe Fund. The accounting
policies have been consistenlly applied to all the yiars pr-esented.

The financial statements have been prepared on the basis ofhistorical cost, unless stated otherwise.
The cash flow statement is prepared using the direct method. The financiar srat"1n.nt, or" fr"pur"aon accrual basis.

2. Adoption ofnew and revised standards

a) Early adoption of standards

The entity did not early - adopt any new or amended standards in vear 2019.

3. Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at fair
value and recognized on obtaining contror ofthe asset Gash, goods, services 

"nd 
prop".ry; ifthe

transfer is free from conditions and it is probable that ihe eco-nomic benefits o, service pot"n,l"l
related to the asset will flow to the entity and can be measured reliably.

iD Revenue from exchange transactions

Interesl income

Interest income is accrued using the effective yierd method. The effective yierd discounts
estimated future cash receipts through the expected rife of the financiar asset lo that asset,; nercarrying amount. The melhod appries this yieid to the principar outstanding to o"t"rrin" int"r"rt
income each period.

4. Budget information

In the financial year 2018/2019 the county Assembry approved a budget ofKsh 30Mi[ion for
Marsabit county Enterprise Fund. However the Money was not received in the fund bank
account by the end ofthe financial year.

5. Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. cost includes expenditure that is directry attributabre to the acq;isition ofthe ite;s.

20 ll)l ge



Marsabit Counly Enlerprise Fund
Reports and Financial Statemenls
For the year ended June 30,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 ntaintenancc custs ilrc rcctrgnizcd in surplus r.rr delioir as incurred. Where an asset is acquired
in a non-exchange lransaction ior nil or nomlnal consideration the asset is initially measurei at its
fair value.

6. Intangible assets

Intangible assets acquired separately are initially recognized at cost. The cost ofintangible assets
acquired in a non-exchange transaction is their fair value at the date ofthe .rchangelrollo*ing
initial recognition, intangibte assets are carried at cost less any accumulated amortization and
accumulated impairment losses. Interna[y generated intangibie assets, excruding 

"rpiiurir"adevelopment costs, are not capitarized and expenditure is reflected in surprus or ieficit in the
period in which the expenditure is incurred.

The useful life ofthe intangibre assets is assessed as either finite or indefinite.

7. Financial instruments

Financial assels

In iliol rcco gnit ion an d meas uremen,

Financial assets within the scope of IpSAS 29 Financiar Instruments: Recognition and
Measurement are classified as financiar assets at fair value through surprus or deficii, Ioans and
receivables, held-to-maturity investments or available-for-sare fina-ncial assets, as approp.i"i". rr,"
Entity determines the classification of its financiar assets at initiar 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. Affer initial measurement, such financial assets are
subseguently measured at amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium on acquiiition and
fees or costs that are an integral part oi the eflective interest rate. Losses arising from impairment
are recognized in the surplus or deficit.

Held-ro-maturil!

Non-derivative financial assets with fixed or determinabre payments and fixed maturities are
classified as held to maturity when the Entity has the positive intention and abirity to t,oiJ-;t to
maturity. After initial measurement, held-to-maturity investments are measured at amortized cost
using the effective interest method, less impairmeni. Amorrized cost is carcurated uv trrirg i"r,
account any discount or premium on acquisition and fees or costs that are an integrir p"r, irrr,.
effective interest rate. The losses arising irom impairment are recognized in surplu's or ieficit.

2lll)rrt,c



Marsobit Counly Enterprise Fun(l
Reports and Financial Statements
For the year endcd June 30.2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impa ir me nt of li na nc io I osset s

The Entitv assesscs.at cach repL)rt ing dJtq rr lrcthcr therc is trbjcct il c cr idcncc tha[ a linancial assetor a entity of financial assets is impaired. A financial asset ori entity of financial assets is deemedto be impaired iI and only i[ there is objective evidence of impairment as a result of one or moreevents thal has occurred after the initial recognition ofthe assei (an incurred .loss event,) and thatloss evenl has an impact on the estimated fuiure cash flows ofthe financiar asset or the'entity offinancial assets that can be reriabry eslimated. Evidence of impainrent may incrude the fottowingindicators:

) The debtors or a enriry ofdebtors are experiencing significant financiar difficurty

) Default or delinquency in interest or principal paymenls

) The probabilityrhar debtors wilr enter bankuptcy or other financiar reorganization

) observable data indicates a measurabre decrease in estimated future cash flows (e.g. changesin arrears or economic conditions that correlate with defaults)

Financial liobililies

In il ial recogn ition a n d meos urement

Financial liabilities within the scope ofIPSAS 29 are classified as financial liabilities at fair valuethrough surplus or deficit or roans. and bonowings, as appropriate. The Entity a"t"-ii"r-tn"
classification of its financial liabilities at initial recignirion.'

All financial liabilities are recognized initialy at fair varue and, in the case of Ioans andborrowings, plus directly attributable transaction costs.

Loans and horrowing

After.initial recognition, interest bearing loans and borrowings are subsequentry measured atam^ortized cost using the effective interesi method. Gains and rosses are recognized in surprus ordeficit when the liabirities are derecognized as we as rhrough the effective interest methodamortization process.

*":,::1.:::l:s- c:alcular.ed by taking- into account any discount or premium on acquisirion andrees or costs that are an integral part ofthe effective interest rate.
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For lhe year ended .lunc J0, l0l9

lnventorv is nrcasttrt'tl al c()sl Lrpon initial rccognirion. I o thc uxtent. l.hat irrveltury was reseivedthrough non-exchange transactions (for no cosr-or for a nominar cost), the cost of t'he irveniory isits fair value at the date ofacquisition.

Costs_ incurred in bringing each product lo its present location and conditions are accounted for.
as follows:

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

) Finished goods and work in progress: cost ofdirect materiars and rabour and a proportion of
manufacturing overheads based on lhe normal operating capacity, but excluding Uor-*ing
costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a crass of inventory is distributed or deproyed at no charge o. fo. anominal charge, that class of inventory is measured at the rower ofcost and current ,"-ju""."nt
cost-

Net realizable value is the estimated seling price in rhe ordinary course of operations, ress theestimated costs of compretion and the estimaied costs necessary to make the iul", 
"*"t 

urg", o,distribution.

Inventories are recognized as an_ expense when deproyed for utirization or consumption in theordinary course ofoperations of the Entity.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINT]ED)

8. Inventories

9. Provisions

Where the Entity expects some or all of

Provisio-ns are recognized when rhe. Entity has a present obligation (legar or constructive) as aresult ofa past event, it is probabre that an-outflowof ,esou.ces embodying economic beneits o.service po-tential will be required to settle the obligation and a reliable eitimlte can be made oflneamount of the obligation.

The expense relating to any provision is presented in the sratement of financiar performance netofany reimbursement.

Conlingenl liabilities

The Entity does not recognize a contingent liability, but discloses details ofany contingencies inthe notes to the financial statements., unress the poisibirity ofan outflow ofresiurc". 
"i.uoayingeconomic benefits or service potential is remote.

rnsurance contract, the reimbursement
reimbursement is virtually certain.

a provision to be reimbursed, for example, under an
is recognized as a separate asset only when the

23 ll'a {re
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Marsabit County Enterprise Funtl
Reports and Financial Statements
For the year ended June 30,2019

SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (CONTINUED)

Conlingenl assets

The Entit-r docs ntrl recognizc a eortingc[t Jssct, bul discloses details ol a possibie assct whos€
existence is contingent on the occurrence or non-occurrence ofone oa rnor" ,nc"atuin frtra" 

"rart,not wholly within the control of the Entity in the notes to the financial statements. Contingent
assets are assessed continua y to ensure that deveropments are appropriatery reflected in the
financial statements. If it has become virtually certain that an inllow 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 financiar statements ofthe period in whici the change occurs.

10, Nature and purpose of reserves

The Entity creates and maintains reserves in terms ofspecific requirements.

ll. Changes in accounting policies and eslimates

The Entity recognizes the effects ofchanges in accounting policy retrospectively. The eflects of
changes in accounting policy are appried prospectivery ifrltrospictive application is impracticar.

12. Employee benefits - Retirement benefit plans

The Entity provides does not provide retirement benefits for its emproyees and directors. lts
employees are seconded from the department of trade&Industrilization.

13. Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate ofexchange on the
date ofthe transaction. Trade creditors or debiors denominated in foreign currency 

"."."!tn"a ",the statemen-t- of financiar position reporting date by applying the eichange raie on tirat date.
Exchange differences arising fiom the settlement ofcieditors, oi from the rep-orting or"."Jiioi. ut
rates different from those at which.they were initialry recorded during the period,"are ,""ognir"a
as income or expenses in the period in which they arise.

14. Borrowing costs

Borrowing costs are capitalized against quarifying assets as part ofproperty, plant and equipment.
Such borrowing cosrs are capitarized over th; pe;iod durin! whictr ttri asiei is being acqu'iJ o,constructed and borrowings have been incured. Capitalizalion ceases when constiuction ofthe
asset is complete. Further borrowing costs are charged to the statement of financiar performance.

15. Related parties

Ih: Fltilf regards.a related party as a person or an entity with the abirity to exert conrrol
Inorvroua,y orJornfly, or to exercise significant influence over the Entity, or vice versa. Members
ofkey management are regarded as relaled parties and comprise the direitors, the CEo and senior
managers.
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Marsahit County Enlerprise Fund
Reports and Financial Statements
For the year ended June 30 , 2019

SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

16. Cash and cash equivrlents

cal! 
11d cash ct;ttilalcnts c()rnprisc cash on hanJ urd eash ar ban[, sl)orr-rcrnr tleposits on cail

and highly liquid inveshnenls with an original maturity of three months or less, which are readily
convertible to known amounts. of cash and are subject to insignificant rist< ofcnanges in'uutr".
Bank account balances include amounts herd at ihe Centrar Bank of Kenya ani at various
commercial banks at the end of the financial year. For the purposes ofthese financial statements,
cash and cash equivalents also. include short tirm cash impiests and advances to aurhorised public
ofTicers andlor institutions which were not surrendered or accounted fbr at the end ofthe financialyeat.

17. Comparative figures

where necessary comparative figures for the previous financiar year have been amended orreconfigured to conform to the required changes in presentation.

18. Events after the reporting period

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

19. Ultimate and Holding Entity

The entity is a county Public Fund established by Marsabit county Enterprise Fund Act under
lhe Department of rrade. Its urtimate parent is thl County Govemment of Marsabit.

20. Currency

The financial statements are presented in Kenya Shillings (KShs).

21. Signilicant judgments and sources of estimation uncertainty

The preparation of rhe Entity's financiar statements in conformity wirh IpSAS requires
management to make judgments,. estimates and assumptions that afrecithe ."port.a u.o,ll orrevenues, expenses, assets and liabilities, and the disclosure ofcontingent liabiiities, at the end ofthe reporting period. However, uncertainty about these assumptions and estimates could result inoutcomes that require a material adjustment to the carrying amount ofthe asset or liabiliry uffr"t"a
in future periods.

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

Fstimates and assumptions - The key assumptions concerning the future and other key sources
of.estimation uncertainty at the reporting date, that have a signiricant risk of causing 

" 
,ri"ri"r

fjus1pe1l to the carrying amounts of assets and riabirities 
-within 

the next finun.i"ur y"*,u."
described below. The Entity based its assumptions and estimates on parameters avairable whenthe consolidated financial statements were prepared. However, existing circumstances and
assumptions aboul future deveropments may chinge due to market chanles or circumstanles
arising beyond the control ofthe Enrity. Such changis are reflected in the assumptions when they
occur. IPSAS I.140.
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Marsabit County Enlerprise Fund
Reporls and Financial Statements
For lhe year ended June 30,2019

SUMMARY OF SIGNIFICANT ACCOT'NTING POLICIES (CONTINUED)

Useful lives and residual values

The rrseful lir cs and rcsidual ralucs r.rl'asscts arc assesscrJ usilg rlrc lbllor,,irrg indicators to infbrrr)
potential future use and value from disposal:

D The condition ofthe asset based on the assessment ofexperts employed by the Entity

F The nature ofthe asset, its suscepribility and adaptability to changes in rechnology and
processes

D The nature ofthe processes in which the asset is deployed

F Availability of funding to replace the asset

) Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the information
available Additional disclosure ofthese estimates ofprovisions is included in Notes to Accounr.

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

22. Financial risk management

The Fu-nd's activities expose it to a variety of financial risks including credit and liquidity risks
and effects of changes in foreign curency. The Fund,s overall risk-management progru.rn"
focuses on unpredictability of changes in ihe business environment and seeks to mlniriise the
potential adverse effect of such risks on its performance by setting acceptable levels of risk. The
Fund does not hedge any risks and has in piace poricies to ensure that credit is onry extende; to
customers with an established credit history.

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

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. credit risk arises from cash and cash equivalents, and deposits riith
banks, as well as trade and other receivabres and availabre-for-sare financiar investments.

Management assesses the credit qualityofeach customer, taking into account its financial position,
past experience and other factors. Individual risk limits are set based on internal or external
assessment in accordance with limits sel by the directors. The amounts presented in the stalement
of financial position are ner of aflowances for doubtfur receivabres, esrimared uy tr," "iiiiy',management based on prior experience and their assessment ofthe current economic enuironmJrt.
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For thc ar entled June 30 21119

(N8: The lotols column should tie to lhe intlivitluul elemenls o/ credit tisk tlisctosed in thc
e n t i ty's st ate me n f of ./i n o n c io t pos itio n)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The carrying amount of financiar assets recorded in the financiar statements representing thc
entity's 

.maximum exposure to credit risk without taking account of the value of any co a"t".al
ohtained is rnadc up as lbllows:

The customers under the furly performing category are paying their debts as they continue trading.
The credit risk associated with these reciivabJes'is minimaiand the allowancl for uncollectible
amounts that the entity has recognised in the financial statements is considered ua"qu"Jto 

"or",any potential ly irrecoverable amounts.

The entity has significanr concentration ofcredit risk on amounts due from 24,1g6,075

The board of trustees sets the Fund's credit policies and objectives and rays down parameters
within which the various aspects of credit risk management ar-e operated.

At 30 June 2019

Receivables from exchange
transactions

24,t86,075.00 24. t 86.075.00

Receivables from non-exchange
transactions

Bank balances 2,948,232.50
Total 27,596,837.34 2.1,186,075.00

At 30 June 2018

26,186,075.84 13,093,037.92

Receivables from non-exchange
transactions

Bank balances I ,71 4,688.50
Total 27,900,764.34 13,093,037.92
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b) Liquidity risk management

I Iltinlatc' responsihilitl ftrr Iiquiditl risk rnan;rgcrrrcrrt lcsts with Lhc liupd r\rJurinistrator, wlro hasbrilt an appropriate liquidity risk management framework for the management of the entity,s
slort, medium and long-term funding and riquidity management requiremenls. The entity manages
Iiquidity risk through continuous monitoring of forecasts-and actual cash flows.

The fund has not borrowed any funds from outside and doesn't have any payabres. Its riquidity
risk is minimal.

c) Market risk

The board has put in place an internal audit function to assist ir in assessing the risk faced by the
entity on an ongoing basis' evaluate and test the design and effectiveness offts internal accounting
and operational controls.

Mark-et risk is the risk arising.from changes in market prices, such as interest rate, equity prices
and foreign exchange rates whici will affect the entity,s income or the value of its hoiding of
financial instruments. The objective of market risk mariagement is to manage and control market
risk exposures within acceptable. qar_ameters, while optiriising the retum.6verall responsibility
for managing market risk rests with the Audit and Ris[ Management Committee.

Th.e Fund's Finance Department is responsible for the development ofdetailed risk management
policies (subject to review and approvar by Audit and Risk Munuge."rt committee) anJ"ror *re
day to day implemenration of those policiis.

There has been no change to the entity's exposure to market risks or the marner in which it
manages and measures the risk.

i. Foreign currency risk

The entity has no transactional currency exposures has all its transactions are done through local
curTency.

ii. Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a
result ofchanges in interesl rate levels- The entity's interest rate ris-k arises lromiank deposits.
This exposes the Fund to cash flow interest rate riik. The interest rate risk exposure arises mainly
from interest rate movements on the Fund's deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer
favourable interest rates.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Sensitivity analysis

The Fund analrses its intercsl 
.rarc c\posurc.n a tl;rranric basis by conrructing a sensitivrryanalysis. This involves determining the impact on i.ofit or ross of defined ra-te shifts. Thesensitivity analysis for interest rate risk assumes thai a[ other variabres, in particurar foreignexchange rates' remain constant. The anarysis has been performed on the same'basi, ,. ir,. p.i",yeaf.

d) Capital risk management

I:.,"_?f:1"-" glhe Fund's capiral risk management is to safeguard the Fund,s ability roconunue as a gorng concern. The entity capitar structure comprises ofthe fo[owing funds:

Revaluation reserve

Revolving fund 30,000,000.00 30,000,000.00
Accumulated surplus (2,403,t62.66) (2,099,23s.66)
Total funds 27,596,837.31 27,900,764.34

Total borrowings

Less: cash and bank balances 2,948,232.50 r,714,688.50
Net debt/(excess cash and cash equivalents)

Gearing
00 0Yo
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I2.7. NOTES TO THE FINAI\ICIAL STATEMENTS

l. Interest income

2. General expenses

J, Cash and cash cquivalents

'1. Longterm Receivables

lnlerest income from Business loans 56,t78.42
Tolal interest inconre 56,178.42

Printin and stationery 300,000.00
Bank Charges 3,927.00
Other expenses 3,128,900.00
Tottl 303,927.00 3,128,900.00

Current account-KCB Bank 2,948,232.50

Total cash and cash cquivalents 2,918,232.50 1,714,688.50

Openin Balancc 26,186,07 s.84 27,025,008.42

I,123,568.42
Loan Repayment (t,s37,471.00) (1,962,50t.00 )
Ilalanced c/d 2.1,6{8,60{.8.t 26,186,075.8{

30 lPa se

I ,714,688.50

Loan Disbursed
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5. Revolving Fund

6, Accumulated SurPlus

30,000,000.00
Transfer from County Govemment

30,000,000.0030,000,000.00

975,218.422,099,235.66Opening Balance
(3,074,4S4.08)(303,927.00)Accumutated surPlus/(Deficit)

2,,099,233.662,403,167.66llalance c/d

3ll[)asc

30,000,000.00

Balance c/d



J

Marsabit County Enlerprise Fund
Reports and Financial Statements
For the ear ended June 30 2019

13. PROGRESS ON FOLLOW UP OF ATIDITOR RECOMMEN'DATIONS

The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the audilor. we have

i.XT,'J:j" 
focal persons to resolve the various iisues as shown Lelo* with the;ociatea time irame witrrin which we expect the issues to be

Guidance Notes:

32 lPa ge

a) Use the same reference numbers as contained in the extemal audit report;

t' 
flffiJff:sue/observation" 

and "management comments", required above, from finar extemal audir report rhat is signed by

' ff3:ii'rlJ::ing 
the report, discuss the timefiame with the appointed Focal Point persons within your entity responsibte for implementation

d) Indicate the status of"Resolved" or "Not Resolved" by the date of submitting this report to county Treasury.


