SMALL AND MICRO ENTERPRISE
PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

FINANCIAL STATEMENTS

31 DECEMBER 2002



SMALL AND MICRC ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTERE)

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

CONTENTS

Corporate information
m

Report of the directors

Statement of directors responsibilities

Report of the auditors

Income statement

Bualance sheet

Cash tflow statement

Notes to the financial statements

PAGES

L2

n

9-16



g
%

SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

CORPORATE INFORMATION

DIRECTORS

J Muriu - Chairman
M Musyimi

S Awuor

A Ngugi

A Abuom

V Awori

R Mutiso

CHIEF EXECUTIVE OFFICER
B Nkungi

SECRETARY

L Ndolo

REGISTERED OFFICE
Kirichwa Road Property

LR No. 2/187

P O Box 64063

Nuairobi

AUDITORS

Delottie & Touche

“Kirungii™, Ring Road, Westlands
P O Box 40092

Nairobi

BANKERS

Barclays Bank of Kenva Limited
P O Box 20413

Nuirobi

Co-operative Bank of Kenva Limited

P O Box 6788}
Nairobi



SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

CORPORATE INFORMATION

DIRLECTORS

J Nvunu - Chairman
M Musyvimi

S Awuor

A Ngug

A Abuom

oA

R Nty
CHIFF ENECUTIVE GFIFICER

B3 Nhungi

SECRETARY

REGISTERED OFF

Kinchwa Road Propert:
LR No 2/IsT
P B G300

Nalroh
ATIITORS

Deloitre & Touche

“hirungn”, Ring Road, Westlands
PO Bov o2

Nairob

Barcians Bunk o

AR

DR
PRy

Natin b

Comaperatice Bank o ~enna Lmied
PO R nTa
Nuirobi



SMALL AND MICRO ENTERPRISE PROGRAMDME
(A COMPANY LINMITED BY GUARANTEL)

REPORT OF THE DIRECTORS

The directors have pleasure i presenting their report and the audited financial statements of the company for the
vear ended 31 December 2002,

PRINCIPAL ACTIVITIES

The company focuses on poverty alleviation and emplovment ereation through the support of micro and small
enterprises, and 1s 4 natonal netsork with operations in all provinees.

RESULTS

Surplus for e veor [33]13.352

DIVIDENDS
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As the company s net for profit no dividends have bean Jdeclared surplus realised during the vear.
DIRECTORS

The present directors are shewn on pa

Delonte &Touche. having expressed then siilingness, continue in office in accordancs with Section 15921 of the

Companies At
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SMALL AND MICRO ENTERP

ERPRISE PROGRAMMI:
(A COMPANY LIMITED BY (U1

ARANTER)

STATEMENT OF DIRECTORS™ RESPONSIBILITIES

Company law requires the directors w prepare financial statements tor each financial vear, which give a true and fai
view of the state ofaftairs of the company as at the end of the finuncial vear and Of the surplus or deficit of the
company foeihat penod. In preparing those financial statements. the Jirectors are required 1o

o Schecbsuitable secounting pelicies and then apply them consistently:

e Make judgements and estiniates that are reasoniabic and prudent

»  Stale whether lpl’“ able accounung standards have been followed:

s Prepare the financial statements on the goiy concarn basis unless 1t i IPProprde W presume that the

company will contnue m husiess,

The dir Coresponsiitie for Ao roper aescunting recordsowhich disclose with reasonabie scouracy at any

e the Noanead position ot the company and o enable them o ensure that the financial statements cumpiy with “he

Companies Aot They are abso rosponsible for mmﬂkmiil g the assets of the company and hencs ror waking
aud and other irrezularives,

roasondaie steps tor the prevention and detecton ot ;

Phe directors accept responsibiliny for the annual financial statements, which have heer 1 prepared using appropriate
aweountig pelicies suppecied Dy reasenabic and prodent judzements and ostiniaies. in confernut, souh International
Avcountny Standards and the requiremens 2f the Companies Aot The directors are of the opinion that the financial
statements give atrue and Tr e of the stute 9f the company’s financial aftairs and of its surplus. The directors
ik maaienance ef accounuing reconds at may he relied dpen inche preparation of
ihe Dnanciad siatements, as well as adequwte systems of internal financial control.

nzither dceept z'e>p(_vn.\'1h|lm

Nothing has come o the attenten of the directors t indicate that the company sl notremain o geing Joncern for at
least nwelve moenths from the date of this stement.
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REPORT OF THE AUDITORS TO THE MEMBERS OF
SMALL AND MICRO ENTERPRISE PROGRAMME
(A CONMPANY LIMITED BY GUARANTED)

W have audited the r'irmr'g; stements on pages 0w 1o and huve obrained all the informaton and e expluanauons,
which, o the hester wr knowledve and helier. were necassany for the purposes of our audir,

Respective responsibilities of directors and auditors
Aadevenbed on page 4othe directers are respensible for e prenaration of the Fnaacial statements. Our

FespatisiMIT s o capress an epinion on these Sinancial sements hased on our dudit

Basis of opinion
Wee conducted v audio mn aocordance s Iernatonal Standaids o Audivng, Those standards require that we

Alan and rer

vihe auditto obtan reasonable assurance as o ahether the financal statements are trez of material

Vo s
e

RTINS

udiCinciudes aaimnming. en west bass, evidence supperting the amounts and disclosures in the
nancial stemenis. assessing the accaunting penciples used wnd stemsficant evtimares made by the directors. and

crabuating the cveradb nnancad slement presentiton. W betien e that our audic prenides areasonabic hasis for our
RINHHYELY

Opinion

I ur piiee i freper Sooks o GC2ount s e teen xepthy the company and the financial statements. which are in

wemient therswith, give wirue and fr wiew or the stare of affairs of the company at 2 December 2002 and of its
s ius and w\h Hoses torthe vedr then ended 1n accordance with Internatenal Financial Reporting Standards and

Complyowirhy the Companies Aot
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SMALL AND MICRO E P

NTERPRISE PROGRAMME:
(A COMPANY LIMITED B\ GUA

31
UARANTEE)
INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2002

2002 2001

Note Sh Sh
INCOME 2 76.837.803 71.849.470
STAFF COSTS 3 42,954,680 37.170.518
ADMINISTRATION COSTS 1307382 S.286.963
OTHER OPERATING COSTS 4 22213948 18907323
TH.07S010 6-+4,363.208
GPERNTING SURPLES [76,793 TASL262
FINANCE COSTS VEIO00T 06R 13633537
DEFICIT BEFORE GRANTS 1482727, 18131375
GRANTS TOR SUPPOR T cOsTS H 342807 30087 464
URPLUS FOR THE YEAR 12 (33153552 21.933889



SMALL AND MICRO ENTERPRISE PROGRAMME

(A COMPANY LIMITED BY GUARANTEE)

BALANCE SHEET
31 DECEMBER 2002

ASSETS

Bank and cash balances
Short term deposits
Loans receivable

Siatf loans

Crther recetvables
Inventory

Property and equipment

TOTAL ASSETS

RESERVES AND LIABILITIES
RESERVES
Accumufated surplus

LIABILITIES

Bank overdraft isecuredh
Group foan contributions
Trade ard other pavabies
Due o NCCK

Loans

Collarated tfunds tdestenated tunds)

TOTAL RESERVES AND LIABILITIES

The financial stremenes on pages &0 Lo were

and were signed on irs behalt by

,\ﬁ,“, )

s T ) Dipectors

Note

D 00 ]

n

2002
Sh

21.368.530
51.672.369
217,688,132
1,648,979
1.615.113
703.007
19,663,325

2001
Sh

10,041,120
40,645,324
192,478,924
2,728,227
13,936,862
467,931
20.039.633

314.5360.35

~d

286,338,021

116401121 101,085.589
44644234 58.001,204
34.119.664 32,370,212
+,126,799 5515614
330.709 7,060,282
70.083.770 37,653,120
44,632,000 44,652,000
197.959.2306 185.252.432

314360337 286.338.021

L. Y
approved hy the bourd of directors on



SMALL AND MICRO ENTERPRISE PROGRAMME

(A COMPANY LIMITED BY GUARANTEFE)

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2002

Cash used in operations
Finance costs
Grants for suppurt costs

Net cash used in operating activiiies

Net cash used in investing activities

Purchase of property and equipment

Financing activities

Loans received

Lo renavmenr

Net cash from financing activities

Net increase/ decrease: in cash
and cash equivalents

Cash and cash cquivalents at | Januars

Cash and cash equivaients at 21 December

w3

Note

18¢a)

2002
Sh

(13.623.814)

(13.007.068)
30.142.807

(2233050,

2001t
Sh

(19,483,294

(3.031.667)

38.210.000 36.700.000
13777350 (219263783
32.4532.650 7434215

29711423

(L3760

28.206.0663



SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2002

1 ACCOUNTING POLICIES

The financial statements have been prepared in accordance with International Financial Reporting
Standards. The principal accounting policies adopted remain unchanged from the previous year and are set
out helow:

Basis of accounting
The company prepares ity financial statements on the historical cost basis of accounting.
income

[ncome comprises interest on loans dishursed. interest on fixed deposits held. membership fees. loan
application fees. disbursement tees and other sundry interest amounts.

Recognition of income

Interest income is recovnised when earned.

Grants for support costs

Grants for support costs are brought into account when recerved.

Inventory

Inventory represents stecks of sttionery at the end of the vear and 1s stated at cost.
Property and equipment

Freehold land is stated at cost. All the other property and squipment is stated at cost less accumulated
depreciation.

Depreciation
Frechold land is not depreciated.

Depreciation for all the other  property is caleulated on a straizht hine basis at aonual rates estimated to
write off the cost of the ussets over their expected usetul lives. The annual rates generally in use are as
tollows:

Permanent huildings

Prefabricated huildings

Mortor vehicies

Compurers

Office furniture. fittngs and equipment

Taxation

The company is not a profic making orgasisation and has applied w the Kenva Revenue Authority for tax
exemption. Should the tux exempuon be dented. the amount of tses pavable by the company would he
fimited 1o a penalty of Shv2.000 per vear us the company has heen realising adjusted tax losses for each vear
of is operanons rom the date of s meorporation. Provision for these taxes have. nevertheless. not been
included i these financial starements as. in the apinion of the Jirectors. the amounts are not material
Morevver, the directors are of the opinion that the tax exempuon wiil be granted viven the charitable nature
of the company’s principal activites.
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SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

i ACCOUNTING POLICIES (Continued)
Group loan contributions
Group loan contributions represent amounts deposited by customers and are interest bearing.
Bad debts provision

A general provision for bad and doubtful loans is made based on recoverability rates in each region.
Specific provisions are made for those debts whose recovery is known o he doubttul.

Retirement benefits

The company participates in a defined contribution retirement henefit scheme operated by the National
Council of Churches of Kenva (NCCK).

A sepurate benevolent fund is set aside for statf not in the retirement henetit scheme.

The company also makes contributions to the National Soctal Security Fund (NSSF), which is a statutory
defined contribution pension scheme, The scheme is registered under the National Social Security Act.

The company’s obligations under the scheme are limited specific contributions legislated from time to
tme and are currenty limited o Sh 200 per employes per month. The company’s contributions are charged
to the income statement as they full due.

2002 2001
Sh Sh
2 INCOME

Interest on touns 39012507 33.819.108
Loan disbursement feey 6.979,820 6.021.107
Interest on tised deposits +.382.183 3.325.730
Loan application fees 2.350.633 +.073.760
Sundry incume 1.303.048 1,493,365
Membership fees 946300 L.113.900

76.857.803 71.849470

3 STAFF COSTS

Basic salaries 23133581 20,482,433
House allowances LEITL640 9.482.117
Statf raining 3102572 1468927
Provident fund contributions 1.301.363 1,479,497
Medicul expenses 1.730.197 1.916.760
Other start costs 580,742 933365
Casual wages 549.386 633329
Benevolent fund contributions 3250133 409.780
NSSE - costs © 201360 63.960
Leave pay [20.704 273050

42934080 37170518
The average number of employees during the vear was $1 12001 - 78



SMALL AND MICRO ENTERPRISE PRQGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2002 2001
Sh Sh
4 OTHER OPERATING COSTS
Programme costs 7,190.454 4,622,102
Travel and transport costs 3,671,937 4,241,249
Lezaland professional fees 3,931,440 4539759
Depreciation 2.537.097 2,434,763
Provision tor doubtful debts - specitic 2,177,480 753,461
- general 280,000 -
Bank charges 1.369.280 1.553.229
Auditors’ remuneration tinclusive of VAT 725,700 673.000
Subscriptions and Jonrations 332300 38,162
22215948 18.907,725
3 FINANCE COSTS
Interest on overdratt 7707344 10.264.428
Interest on foans 7.299.724 5.371,409
13.007.0638 153,635,837
6 GRANTS FOR SUPPORT COSTS
EED~ 15.039.384 14.710.830
USAID#* 6.135.887 10.431.390
Hivos-Triodos Fonds 5.920.036 2.400.053
Plan International 1.340.000 1.000,000
Dutch Interchurch Aid 177500 1.5345.189
NCCN WCS == 480.000 -
30.142.307 30.087 464

Tntals stand for Evaneeliscacr Entwickiungsdienst
Imtials stand for United States of America Agency for International Development
7 Tnntials stand for Nanional Council of Churches of Kenva Women and Children under Stress



SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2002 2001
Sh Sh
7 SHORT TERNM DEPOSITS
Co-operative Bank of Kenva Limited 51.672.369 46,645,324

The effective interest rate on the fixed deposit as at 31 December 2002 was 9% (2001 - 11 %).

2002 2001
Sh Sh
S LOANS RECEIVABLE
Loans - gross 219.365.085 196,185,144
Less: Provision (1.876.954) (3.706.220)

2117.688.132 192.478.924

fe loan muterins periods rangs from 26 @ 7S weeks from the date of the loan disbursements. The loans are
dishursed 1o micro and small enterprise and the effective interest rate at 31 December 2002 and 2001 was

2002 2001
Sh Sh
0 STAFF LOANS RECEIBARBRLE
Receivuble within une vear 937.745 968.326
Recervable after one vear 691,234 1,759.901
Total start founs 1648979 2.728.227

[ocluded in stari loans s an amount of Sh 46,982 2001 — Sh | L3633 due from a company officer.



SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2002 2001
Sh Sh
10 OTHER RECEIVABLES
Interest receivable 387,543 832,406
Staft debtors 412,472 706,812
Prepayments 581,447 364,179
Withholding tax recoverable 233,633 233,633
Others - 11,799,812
Lol31is 13.936.862
11 PROPERTY AND EQUIPMENT

Freehold Computers,

Land office furniture.

And Motor fitings and

Buildings vehicles equipment Totl

Sh Sh Sh Sh

CosT
At January 2002 12.270.092 3.374.648 11190679 31.325.419
Additions 921.000 - 1312150 21235130
Disposals - (26.000) {(+6.360) (72.360)
At 31 December 2002 16.191.092 5.348.648 12436460 33.996.209
DEPRECIATION
At 1 Junuary 2002 462582 3444938 7.388.266 11,795,786
Charge for the vear 423.857 964855 1.183.006 25375718
Eliminated on disposal - (26.000) (12.620; (38.260)
AL 3T December 2002 S58.4350 +4.383.792 YUH60.0632 14332384
NET BOOK VALUES
At 31 December 2002 13.302.633 964,832 3393317 19663325
At 31 December 20014 14507310 1020710 3302415 20.039.633

Included in moror vehicles. office turniture and equipment are assets with a cost of Sh $.062.532
(2001 - Sh3.088.75 1y whneh were fuily depreciated. The nermal depreciation charge on these assets would
have heen Sh 2146101 (2001 - Sh L.870.326).



st b et

SMALL AND MICRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (C ‘ontinued)

2002 2001
Sh Sh
2 ACCUMULATED SURPLUS
At I January 101,085.389 79,149,700
Surplus for the vear 15.315532 21,935,889
At 31 December 1164010121 101.085.589

I3 BANK OVERDRAFT

I 1e hank overdratt s secured by a tfixed deposit and other hank balances held at the Co-operative Bank of
enva Limited. The overdraft offective interest rate as at 31 December 2002 was 165 (2001~ 18

4 GROUP LOAN COGNTRIBUTIONS

Group lean congributions reprasent amounts deposited as collateral by the groups within which me
company’s custoniers belong. The contributions are vptional and attract interest at the rate of 7% per year.

2002 2001
Sk Sh
13 TRADE AND OTHER PAYABLES
Trade pavablos 726949 732.629
Client savings - 1.210.233
Accruals and other purahles 3380.83 3,366,747




SMALL AND MiCRO ENTERPRISE PROGRAMME
(A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

LOANS

K-Rep Bank Limuted loan: mterest pavable
at the rate of 20% per annum
K-Rep Development Agency loan without interest
Jitegemee Trust loan: interest payable at the rate of 7% per year
Plan International bullet loan without interest:
repavment commences i April 2003
Hivos-Triodos Fonds — loan repavable in one instalment not
later than I April 20027 annual interest rate pegued (o the
annual Kenya Gevernment treasury hills interest rate plus 2% pa
NCCK Advocacy Programime loan

Repayable as foilaws:

Within one veur

After one vear

The louns from K-Rep Bank Limited and Jiregemee Trust are secured by separate debentures on all the

2002
Sh

5,076,927
98,343
30,000,000

10,910,000

23.000.000
1.000.0000

2001
Sh

9.657,709
1,295,411

2.760,000

23.000,000
1.000,000

5785432
31.867.688

assels of e company up o a maximum of the outstanding loan balances.

he foans from Hivos-Triodos Fonds. Plan International. K-Rep Development Agency and NCCK

Advecaey Programime are unsecured.

COLLARATED FUNDS

These are tfunds obatied from USAID and have been deposited with Co-operative Bank of Kenya Limited
as cuilaerdl for the hank overdraft facthiny and the fixed deposit balance as at 31 December 2002 was as

stated monote 7ot these financial statements.

N



SMALL

AND MICRO ENTERPRISE PROGRAMME

(A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS (Continued)
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2002 2001
Sh Sh
NOTES TO THE CASH FLOW STATEMENT
(a) Reconciliation of operating surpius to cash
used In operatons
Operating surplus 179,793 7,484,262
Adjustments:
Depreciation 2573718 2,434,763
Loss on equipment disposals 33,740 -
Cash gencrated from operations hefore
working capitaf changes 2.789.251 5.919.025
{Increasei/decrease in inventory (233,976) 100,11t
Increase 1 loans receivahle 23.209.20%) (28.246.496)
Decrease/tinerease) in statt loans receivable 1.079.248 G4
Dcvrmse,!mu:mu in other receivables 12.321.747 (11 115.040)
Increase in group ioan contributions 1749452 17.805,302
Dc rease/lincrzase) in trade and other pavables (138851 929,333
Decrease in amounts due to NCCK 16,729.313%) (8.136.352)
Cash used in operations (12623314 {19.4832,204)

(h CASH AND CASH EQUIVALENTS
Bank and cash halances 21.368.330 10.041.120
Short term deposits S1.672.369 46.645.324
Buank overdrart (4404423 (38.001.204)
28.396.663 (1.314.760)

For the purpose of the cash flow statemenc. cash equivalents include short term liquid investments
which are readity convertible into known amounts of cash and which were within three months of
maturity whea acguired. less advances tram the hunks repavable within three months from the

dates ot advance.

2002 2001
Sh Sh
CAPITAL COMMITNENTS
Authorised but not contracted for 1.800.000 9.127.351

COUNTRY OF INCORPORATION

The company 15 incorporated in Kenva under the Companies Act. 1 1s regisierad as a private company
limited by guarantee and not having a share capirad.

The tancial starements are presented in Kenva shilhngs (Sho.



