
KWARA STATE INTERNAL REVENUE SERVICE

Mobilizing revenue for the strategic development of Kwara State

2018 ANNUAL REPORT

https://www.youtube.com/channel/UC0Pw8RIqtTp9AIaZRcNk2CA

https://www.instagram.com/kwirs/

07006959477

https://www.facebook.com/KwaraIRS/

https://www.twitter.com/KwaraIRS/

https://www.linkedin.com/company/kwara-state-internal-revenue-service





ANNUAL REPORT AND FINANCIAL STATEMENTS       2018

01

Vision

Mission

Core Values

S      H       I       R       T
Service         Honesty          Integrity       Responsiblity       Trust

To serve the residents of Kwara State using the most 
convenient strategies that will add value and integrity 
to the revenue mobilization process and actualize the 
developmental objectives of the Government

To Mobilize Revenue for the Strategic 
Development of Kwara State.
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Kwara State Board of Internal Revenue (BIR) was 

restructured to be known as Kwara State Internal Revenue 

Service (“here in referred to as the Service”) on 22nd June 

2015 through Kwara State Revenue Administration Law 

No. 6 (as amended by Law No. 2 of 2016) is further 

amended in section 38 as follows:

! In subsection (3) after the word “court” insert “in 

chamber”

! In subsection (4) after the word “may” insert 

application made ex parte

This law may be cited as the Kwara State Revenue 

Administration (Amendment) Law 2017. The Service 

commenced on 1st October, 2015.

The board shall be responsible for:

(a)  Providing general policy guidelines regarding the 

functions of the Internal Revenue Service and 

supervising the implementation of such policies

(b) ensuring assessment, the effective and optimum 

collection of all revenue, including taxes, levies and 

penalties due to the State Government under the 

relevant federal and state laws.

STATUTORY INFORMATION - LEGAL EXISTENCE

(c) doing all such things that may deemed necessary and 

expedient for the assessment and collection of revenue.

(d) accounting for all amounts so collected.

(e) making recommendations, where appropriate to the Joint 

Tax Board on tax policy, tax reform and tax legislation.

(f)  tax treaties and exemptions as may be required from time to 

time.

(g) appointing, promoting, transferring and imposing 

discipline on employees of Internal Revenue Service.

(h) making recommendations to the Governor regarding the 

terms and conditions of employment and the 

remuneration of staff of the Internal Revenue Service;

(i)  controlling the management of internal Revenue Service 

on matters of policy, subject to provisions of any 

regulations setting up the Internal Revenue Service; and 

(j) doing such other things as are in the opinion of the Board 

necessary to ensure the efficient performance of the 

functions of the Internal Revenue Service under this law.
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Kwara State is one of the 36 states that make up the 

Federal Republic of Nigeria, Africa’s most 

populous country. Kwara shares her boundaries 

with the Republic of Benin on the West and the 

River Niger on the North, Ekiti and Kogi States on 

the East, and Oyo and Osun States on the South.

The capital city, Ilorin is situated 306km inland 

from the coastal city of Lagos and 500km from the 

federal capital, Abuja. Major towns include Offa, 

Ajase-Ipo and Jebba. Other towns include Patigi, 

Erin-Ile, Ilofa, Osi, Lafiagi, Afon, Kaiama, Isanlu-

Isin, Omu-Aran, Share, Shonga, Ilesha Baruba and 

Igbaja.

Kwara State was created in May 1967, as one of the 

first 12 States to replace the nation’s four regions. 

Originally, the State was known as West Central 

State, but the name was later changed to Kwara, a 

local name for the Niger River. The size of the State 

has been reduced over the years, as new States have 

been created within the Federation. The total 

landmass of Kwara State today is 32,500 square 

kilometres.

Kwara State is known as the State of Harmony on 

KWARA
STATE

account of the peaceful 

relations that exist among 

its multi-cultural and 

diverse population of 

about 2.5 million people 

(2006 Census Figure) 

estimated to have grown to about 3.5 million now. 

Followers of the three great religious faiths to be 

found in Nigeria, Islam, Christianity and 

traditional, coexist within the State.

States in Nigeria enjoy a high degree of autonomy. 

Each State, for example, can set industrial policy 

and independently seeks to attract investment. 

This is normally located within a broader national 

policy and must naturally comply with federal rules 

(with regard to import duties, for example). 

Energy policy is the sole pressure of the Federal 

Government, although this is changing, as the 

option of using Independent Power Producers 

(IPP) becomes more attractive. Each State is 

divided into Local Government Areas (LGAs) and 

in the case of Kwara, there are 16 such LGAs, 

namely: Asa, Baruten, Edu, Ekiti, Ifelodun, 

Irepodun, Isin, Ilorin East, Ilorin South, Ilorin 

West, Kaiama, Moro, Patigi, Offa, Oke-Ero and 

Oyun.

Geography

Kwara State comprises rainforest in the southern 

parts with wooded savannah covering the larger 

part of the State. The soil is fertile and the State is 

well watered by the various tributaries of the Niger 

River which run through hills and valleys, none of 

which rise to any great height. The western section 

of the State is at a slightly higher altitude than the 

eastern.

Kwara is a summer rainfall area, with an annual 

rainfall range of 1,000mm to 1,500mm. The 

month of December and January coincide with the 

cold and dry harmattan period. Average maximum 

temperatures vary between 300°C and 350°C.

Unique Selling Point

Kwara State is known for its peaceful character, its 

innovation and its strong educational sector. In 

recent years, it has come to be known as the home 

of commercial agriculture, as a result of the New 

Nigerian Farmers Initiative. Also known as the 

Shonga Farms Project, after the name of the town 

where the commercial farming is being practised, 

the New Nigerian Farmers Initiative has got 

Nigerians and foreigners talking about Kwara 

State in a new way.

Kwara State has changed in the public eyes from 

being a ‘civil service’ State to being the State where 

the Shonga Farmers are succeeding Kwarans 

believe this could happen on a broader scale in the 

Federal Republic of Nigeria, a land of immense 

agricultural potential. Following the success of the 

Project, over 20 other commercial farm projects 

have been sited in the State successfully. Milk 

products and rice currently make up US$1.2billion 

of the nation’s US$4billion food-importation-bill a 

situation that a well-organized commercial 

agriculture has the potential to reverse.
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Alhaji (Dr) Abdulfatah Ahmed
Executive Governor, Kwara State
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Elder Peter Kisira
Deputy Governor, Kwara State
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Muritala Awodun, PhD
Executive Chairman
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Board                                                          
1. Muritala Awodun, Ph.D  Executive Chairman

2. Mrs. Adenike Babajamu  Member

3. Mr. Babatunde Idris Mahmud Member

4. Dr. Ismail K. Waheed  Member

5. Mr. Joshua F. Afolayan  Member

6. Alh. Rasaq Olorunmako  Member

7. Alh. Muhammed R. Umar  Member

8. Alh. Mudashiru A. Oladapo  Member

9. Mr. Ahmed Abu Mohammed Member

10. Mallam Issa Ndaman Ibrahim Member

11. Mr. Shola Johnson Ogunbiyi Member

12. Jimoh A. Mumini Esq.  Member

13. Alh. Ibrahim Salaudeen  Member

14. Alh. Nuhu O. Muhammed  Member

15. Mr. Lateef A. Okandeji Esq.  Secretary/Legal Adviser

CORPORATE INFORMATION

Manangement Staff  

Muritala Awodun, PhD. ACTI   Executive Chairman 

Adenike Babajamu, ACTI   Director, Admin & Operations 

Iyabo Abubakar, ACTI   Director, Other Revenue  

Nuhu O. Muhammed, FCTI  Director, Corporate  

Olusegun Olaniyi ACTI   Director, Special Duties  

Olalekan Rotimi, ACTI   Director, MDA’s  

Lateef A. Okandeji, FCTI, ACIS   Director, Legal & Enforcement 

Omolara M. Ojulari, ACA, ACTI  Assistant Director, Internal Audit 

Mohammed Kabiru Rufai, FCA, ACTI  Principal Manager, Account and  

      Finance 
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Registered Office:

27, Ahmadu Bello Way, 

GRA, Ilorin. 

Kwara State. 

Auditors:

Adeboye Taiwo & Co, (Chartered 

Accountants), 

Office Road, Opp National Population 

Commission, 

Off Ahmadu Bello Way, GRA, Ilorin, Kwara 

State  

Principal Bankers:

Guaranty Trust Bank Plc

First City Monument Bank Plc

First Bank Plc
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2017 2018
JAN 2,129,585,168.88 2,206,654,861.23 

FEB 1,703,499,804.17 2,372,653,995.13 

MAR 2,761,882,349.45 1,808,574,120.20 

APR 856,699,870.61 1,279,467,897.15 

MAY 931,339,128.30 1,198,879,329.65 

JUN 2,293,483,279.02 1,174,087,740.24 

JUL 1,623,547,631.50 1,323,483,814.12 

AUG 2,205,980,537.05 2,500,630,503.70 

SEP 1,234,993,457.75 2,143,556,517.35 

OCT 1,390,453,093.68 1,598,853,591.73 

NOV 1,070,561,163.68 2,790,663,333.83 

DEC 1,435,848,028.43 2,736,016,870.99 

TOTAL 19,637,873,512.22 23,133,522,575.32 

0.00

500,000,000.00

1,000,000,000.00

1,500,000,000.00

2,000,000,000.00

2,500,000,000.00

3,000,000,000.00
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2017 2018
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2017 BUDGET                2017 ACTUAL
JAN 2,671,429,533.50 2,129,585,168.88 
FEB 2,671,429,533.50  1,703,499,804.17 
MAR 2,671,429,533.50 2,761,882,349.45 
APR 2,671,429,533.50 856,699,870.61 
MAY 2,671,429,533.50 931,339,128.30 
JUN 2,671,429,533.50  2,293,483,279.02 
JUL 2,671,429,533.50  1,623,547,631.50 

AUG 2,671,429,533.50  2,205,980,537.05 
SEP 2,671,429,533.50 1,234,993,457.75
OCT 2,671,429,533.50 1,390,453,093.68
NOV 2,671,429,533.50 1,070,561,163.68
DEC 2,671,429,533.50  1,435,848,028.43 

TOTAL 32,057,154,402.00 19,637,873,512.22 
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2018 BUDGET                2018 ACTUAL
JAN 2,210,520,307.19 2,206,654,861.23 
FEB 2,210,520,307.19 2,372,653,995.13 
MAR 2,210,520,307.19 1,808,574,120.20 
APR 2,210,520,307.19 1,279,467,897.15 
MAY 2,210,520,307.19 1,198,879,329.65 
JUN 2,210,520,307.19 1,174,087,740.24 
JUL 2,210,520,307.19 1,323,483,814.12 

AUG 2,210,520,307.19 2,500,630,503.70 
SEP 2,210,520,307.19 2,143,556,517.35 
OCT 2,210,520,307.19 1,598,853,591.73 
NOV 2,210,520,307.19 2,790,663,333.83 
DEC 2,210,520,307.19 2,736,016,870.99 

TOTAL 26,526,243,686.30 23,133,522,575.32 

2018
IGR REPORT

BUDGET AND ACTUAL PERFORMANCE

 -
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 1,000,000,000.00
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The Directors have pleasure in presenting to the members of the Service their 

report together with the audited financial statements for the year ended 31st 

December, 2018

Legal Form

Kwara State Board of Internal Revenue (BIR) was restructured to be known as 

Kwara State Internal Revenue Service (”here in referred to as the Service”) on 

22nd June 2015 through Kwara State Revenue Administration Law No. 6 by 

the Executive Governor of Kwara State. The Service commenced on 1st 

October, 2015.

Principal Activities

The Service`s principal activities are collection of tax revenue, levies and 

penalties due to Kwara State Government. 

State of Affairs

In the opinion of the Directors, the state of the Service`s affairs continues to be 

satisfactory and no events have occurred to date which would affect the 

financial statements presented

Result for the year (Income & Expenditure)         N

Revenue        5,842,379,252

Expenses       (5,328,598,138)

Surplus/(Deficit) for the Year                     513,781,114

Internally Generated Revenue Performance

The Service generated a total sum of N23,047,698,925 during the year ended 

31st December, 2018. 

DIRECTOR’S REPORT

Financial Statement for the Year Ended 31st December, 2018

Details of the statement of Internally Generated Revenue and disbursements for 

the year ended 31st December, 2018 are shown on page 30 of this Financial 

Statements

Auditors

The Auditors, Adeboye Taiwo & Co, (Chartered Accountants), having 

indicated their willingness to continue in office will do so in accordance with 

section 357(2) of the Companies and Allied Matters Act, Cap C20, Laws of the 

Federation of Nigeria 2004

By Order Of the Board

Secretary

Lateef A. Okandeji Esq.

Company Secretary/Legal Adviser

Ilorin, Nigeria

FRC/20/NBA/000000

...................................... 2018.
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Statements of Director’s Responsibilities

The Kwara State Revenue Administration Law No 6 of 22 June 2015 

as amended requires the directors to prepare financial statements for 

each financial year that gives a true and fair view of the state of 

financial affairs of the Service at the end of the year and of its 

Statement of Financial Performance. The responsibilities include 

ensuring that the Service:

(a)  Keeps proper accounting records that disclose, with 

reasonable accuracy, the financial position of the Service and 

comply with the requirements of the Kwara State Revenue 

Administration Law No. 6 of 22 June 2015 as amended;

(b) Establishes adequate internal controls to safeguard its assets 

and to  prevent and detect fraud and other 

irregularities; and

(c) Prepares its financial statements using suitable accounting 

policies supported by reasonable and prudent judgments and 

estimates, and are consistently applied.

The directors accept responsibility for the annual financial statements, 

which have been prepared using appropriate accounting policies 

supported by reasonable and prudent judgments and estimates, in 

conformity with International Public Sector Accounting Standards 

issued by the International Federation of Accountants as adopted by 

the Financial Reporting Council of Nigeria and the requirements of 

the Kwara State Revenue Administration Law No. 6 of 22 June 2015 

as amended.  

DIRECTOR’S REPORT

Financial Statement for the Year Ended 31st December, 2018

The directors are of the opinion that the financial statements give a true 

and fair view of the state of financial affairs of the Service and of its 

financial performance. The directors further accept responsibility for the 

maintenance of accounting records that may be relied upon in the 

preparation of financial statements, as well as adequate systems of 

internal financial control.

Nothing has come to the attention of the directors to indicate that the 

Service will not remain a going concern for at least twelve months from 

the date of this statement.

   

………………………..              …….………………………

Muritala  Awodun, PhD      Mr. Lateef A. Okandeji, Esq.
Executive Chairman                        Company Secretary/Legal Adviser

FRC/20/IMN/00000014515 
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We have audited the accompanying financial statements of Kwara State 
st

Internal Revenue Service as at 31  December, 2018, set out on pages 2 to 30 

which have been prepared on the basis of the significant accounting policies on 

pages 13 to 20 and other explanatory notes on pages 13 to 30.

Directors’ Responsibilities for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these 

financial statements in accordance with the Kwara State Revenue 

Administration Law No. 6 of 22 June 2015 as amended.  This responsibility 

includes: designing, implementing and maintaining internal control relevant to 

the preparation and fair presentation of financial statements that are free from 

material misstatement, whether due to fraud or error; selecting and applying 

appropriate accounting policies; and making accounting estimates that are 

reasonable in the circumstances

Auditors’ Responsibilities

Our responsibility is to express an opinion on these financial statements based 

on our audit.  We conducted our audit in accordance with Nigerian Auditing 

Standard issued by Institute of Chartered Accountants of Nigeria and 

International Standards on Auditing. Those standards require that we comply 

with ethical requirements and plan and perform the audit to obtain reasonable 

assurance as to whether the financial statements are free from material 

misstatement.

An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the financial statements. The procedures selected 

depend on the auditors’ judgment, including the assessment of the risks of 

material misstatement of the financial statements, whether due to fraud or 

error.  In making those risk assessments, the auditors consider internal control 

REPORT OF THE INDEPENDENT AUDITORS

Financial Statement for the Year Ended 31st December, 2018

relevant to the entity’s preparation and fair presentation of the financial 

statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the entity’s internal control.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting 

estimates made by management, as well as evaluating the overall presentation of 

the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate 

to provide a basis for our audit.

Opinion

In our opinion, the financial statements give true and fair view of the state of 

affairs of the Service as at 31st December 2018 and of the statement of financial 

performance and cash flows for the year ended on that date, and have been 

properly prepared in accordance with International Public Sector Accounting 

Standards, Financial Reporting Council of Nigeria Act No. 6 of 2011 and the 

requirement of the Kwara State Revenue Administration Law No. 6 of 22 June 

2015 as amended.

For: Adeboye Taiwo & Co.,

(Chartered Accountants)

Adeboye  Joseph Taiwo, FCA, CISA, ACTI

Managing Partner     
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Financial Statement for the Year Ended 31st December, 2018

The financial statements on pages 2 to 30 were approved by the Board 

of Directors on ……………. 2018 and signed on its behalf  by: 

……………………….   …………………………….

Muritala Awodun, PhD             Lateef Okandeji, Esq
Executive Chairman                        Company Secretary/Legal Adviser

The notes on page 12 to 29 are integral part of these financial 

statements. 
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STATEMENT OF FINANCIAL PERFORMANCE

Financial Statement for the Year Ended 31st December, 2018
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STATEMENT OF CHANGES IN NET FUNDS

Financial Statement for the Year Ended 31st December, 2018
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STATEMENT OF CASH FLOWS

Financial Statement for the Year Ended 31st December, 2018
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STATEMENT OF COMPARISON OF ACTUAL AND BUDGET AMOUNTS

Financial Statement for the Year Ended 31st December, 2018

*The 10% Operational income of N1,767,027,584 as originally approved for the year represents the 50% of 10% of Budgeted revenue that was 

expected to be moved to Retention Account. This is the directive from His Excellency.
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NOTES TO FINANCIAL STATEMENTS

Financial Statement for the Year Ended 31st December, 2018

1. Reporting Entity

Kwara State Board of Internal Revenue (BIR) was restructured to be known as 

Kwara State Internal Revenue (“here in referred to as the Service”) on 22nd 

June, 2015 through Kwara State Revenue Administration Law No. 6 by the 

Executive Governor of Kwara State. The Service commenced operations on 1st 

October, 2015. The Service’s principal activities are collection of   tax revenue, 

levies and penalties due to Kwara State Government. The Service office address 

is at 27, Ahmadu Bello Way, Kwara State.

1.1 Statement of Compliance and Basis of Preparation– IPSAS 1

The Service’s financial statements have been prepared in accordance with and 

comply with International Public Sector Accounting Standards (IPSAS). The 

financial statements are presented in Naira, which is the functional and 

reporting currency of the Service.

The accounting policies have been consistently applied to all the years 

presented. The financial statements have been prepared on the basis of 

historical cost, unless stated otherwise. The cash flow statement is prepared 

using the indirect method.  The financial statements are prepared on accrual 

basis. 

2.  Summary of Significant Accounting Policies

a) Revenue Recognition

1 Revenue from non-exchange transaction –IPSAS 23

Transfer from other government entities

Revenue from non-exchange transactions with other government entities are 

measured at fair value and recognized on obtaining control of the assets (cash, 

goods, services and property) if the transfer is free from conditions and it is 

possible that the economic benefits or service potential related to the asset 

will flow to the Service and can be measured reliably.

2 Revenue from exchange transactions-IPSAS 9

Rendering of services

The Service recognizes revenue from rendering of services by reference to 

the total amount of taxes and other revenue collected on behalf of Kwara 

State Government when the monthly outcome of the transactions/ revenue 

generated can be estimated reliably. 

The statutory retention as operational revenue is usually 10% of the 

monthly reconciled value of all the Internally Generated Revenue (IGR) 

collected by the Service

 

Interest Income

Interest income is accrued using the effective yield method. The effective 

yield discount estimated future cash receipts through the expected life of the 

financial assets to that asset net carrying amount

The method applies this yield to the principal outstanding to determine 

interest each period.
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NOTES TO FINANCIAL STATEMENTS

Financial Statement for the Year Ended 31st December, 2018

Rental  Income

Rental income arising from operating leases on investment properties is 

accounted on a straight- line basis over the lease terms and included in the 

revenue. The Service does not currently earn Interest Income and Rental Income 

during the reporting year.

 

b)  Budget Information- IPSAS 24

The annual budget is prepared on the cash basis that is all planned costs and 

income are presented in a single statement to determine the needs of the Service. 

As a result of the adoption the accrual basis for budgeting purposes there is a 

need to 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) Investment Property-IPSAS 16

Investment properties are measured initially at cost, including transaction cost. 

The carrying amount includes the replacement cost of components of an existing 

investment property at the time that cost is incurred if the recognition criteria are 

met and excludes the cost of day-to-day maintenance of an investment property.

 

Investment property acquired through a non-exchange transaction is measured 

at its fair value at the date of acquisition. Subsequent to initial recognition, 

investment properties are measured using the cost model and are depreciated 

over its estimated useful life period.

Investment properties are derecognized either when they have been disposed off 

or when the investment property is permanently withdrawn from use and no 

future economic benefit or service potential is expected from its disposal.

The difference between the net disposal proceeds and the carrying of the asset is 

recognized in the surplus or deficit in the period of de-recognition. Transfers 

are made from investment property only when there is change in use. 

d) Property, Plant and Equipment- IPSAS- 17

All property, plant and equipment are stated at cost less accumulated 

depreciation and impairment loses. Cost includes expenditure that is directly 

attributable to the acquisition of the item. When significant parts of property, 

plant and equipment are required to be replaced at intervals the Service 

recognize 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 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. When an asset is acquired in a non-exchange 

transaction for nil or nominal consideration the asset is initially measured at its 

fair value.

Deprecation on other assets is calculated using the straight-line method to 

allocate their cost to their residual values on a systematic basis over their 

estimated useful lives. The average useful lives are as follows:

Land    Nil

Building   5%

Furniture & Fittings  20%

Computer Equipment  20%

Motor Vehicle   25%

Plant & Machinery  10%
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ANNUAL REPORT AND FINANCIAL STATEMENTS       2018

25

Each part of an item of office equipment, furniture and other tangible assets with a 

cost that is significant in relation to the total cost of the item is depreciated 

separately.

The asset`s residual values, useful lives and depreciation method are reviewed on 

an annual basis and are adjusted if appropriate. An asset`s carrying amount is 

written down to its recoverable amount if the asset`s carrying is greater than its 

estimated recoverable amount.

Gains and losses on disposal are determined by comparing proceeds with the 

carrying amount. These are included in the surplus or deficit under other 

operating expenses.

e) Intangible Assets- IPSAS-31

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. Useful life of the intangible assets is assessed as 

either finite or indefinite.

f) Research and development cost

The Service expenses research cost as incurred. Development costs on an 

individual project are recognized as intangible assets when the Service can 

demonstrate.

1) The technical feasibility of completing the asset will be available for use or 

 sale.

2) Its intention to complete and its ability to use or sell the asset.

3) How the asset will generate future economic benefit or service   

potential.

4) The availability of resource to complete the asset.

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

Following initial recognition of an asset, the asset is carried at cost less any 

accumulated amortization and accumulated impairment losses. Amortization of 

the asset begins when development is complete and the asset is available for use. It 

is amortized over the period of expected future benefits. During the period of 

development the asset is tested for impairment annually with any impairment 

losses recognized immediately in surplus or deficit.

g) Financial instruments- IPSAS 29

Financial assets

Financial assets within the scope of IPSAS 29 Financial Instrument 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 Service 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 as 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 cost 

that are an integral part of the effective rate. Losses arising from impairment are 

recognized in the surplus or deficit. 
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Held-to-maturity

Non-derivative financial assets with fixed or determinable payments and fixed 

maturities are classified as held-to maturity when the Service has the positive 

intention and ability to hold it to maturity. After initial measurement, held-to- 

maturity investments are measured at amortized cost using the effective interest 

method, less impairment. Amortized cost is calculated by taking into account any 

discount or premium on acquisition and less or costs that are an integral part of 

the effective interest rate. The losses arising from impairment are recognized in 

surplus or deficit.

Impairment of financial assets

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

financial asset or a service of financial assets is impaired. A financial asset or a 

service 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 assets or the service of financial 

asset that can be reliably estimated.

Evidence of impairment may include the following indications

1) The debtors or a service of debtors are expecting significant financial  

 difficulty.

2) Default or delinquency in interest or principal payments.

3) The probability that debtors will enter bankruptcy or other financial 

reorganization.

4) Observable data indicates a measurable decrease in estimated   

future cash flows (e.g changes in arrears or economic condition that  

correlate with default).

Financial liabilities    

Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial 

liabilities at fair value through surplus or deficit or loans and borrowings as 

appropriate. The Service 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.

Loan and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently 

measured at amortized cost using the effective interest method. Gains and losses 

are recognized in surplus or deficit when the liabilities are derecognized as well as 

through the effective interest method amortization process IPSAS 29. 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 12

Inventory is measured at cost upon initial recognition. To the extent that 

inventory was received through non-exchange transactions (for no cost or for a 

nominal cost), the cost of the inventory is its fair value at the date of acquisition.

After initial recognition, inventory is measured at the lower of cost and net 

realizable value. However, to the extent that a class of inventory is distributed or 

deployed at no charge or for s nominal charge, that class of inventory is measured 

at the lower of cost and current replacement cost. Net realizable value is the 

estimated selling price in the ordinary course of operations, less the estimated 

costs of completion and the estimated costs necessary to make the sale, exchange 

or distribution.
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Inventories are recognized at an expense when deployed for utilization or 

consumption in the ordinary course of operations of the Service. 

i) Provision- IPSAS 19

Provisions are recognized when the Service has a present obligation (legal or 

constructive) as a result of a past event, it is probable that an outflow of resource 

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 Service 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 expenses relating to any 

provision is presented in the statement of financial performance net of any 

reimbursable.

Contingent Liabilities 

The Service does not recognize a contingent liability, but discloses details of any 

contingencies in the notes to the financial statements, unless the possibility of an 

out flow of resources embodying economic benefits or service potential is remote.

Contingent Assets 

The Service does not recognize 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 Service in the 

notes to the financial statements. Contingent assets are assessed continually to 

ensure that development are appropriately reflected in the financial statements.

If it has become virtually certain that an inflow of economic or service potential will 

arise and the asset`s value can be measured reliably, the asset and related revenue are 

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

j) Nature and purpose of reserves

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

Service states reserves maintained and appropriate policies adopted.

k) Changes in accounting policies and estimates- IPSAS 3

The Service recognizes the effects of change in accounting policy retrospectively. 

The effects of changes in accounting policy are applied prospectively is 

retrospective application is impractical.

l) Employee benefits-IPSAS- 25

Retirement benefit plans

The Service provides retirement benefits for its employees and Directors. Defined 

contributory plans are post-employment benefit plans under which Service pays 

fixed contributions into a separate Service (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 employment benefits relating to employee service in the 

current and prior periods. The contribution to fund obligations for the payment of 

retirement benefits are charged against income in the year in which they become 

payable. 

m)  Foreign currency transactions – IPSAS 4 

Transactions in foreign currencies are initially accounted for at the ruling rate of 

exchange on the date of the transaction.  Payables or  Receivables  denominated  in  

foreign  currency  are  reported  at  the  statement  of  financial  position  

reporting   date  by  applying  the  exchange  rate  on  that  date.  Exchange 

differences arising from the settlement of creditors, or from the reporting of 

creditors at rates different from  those  at  which  they  were  initially  recorded  

during  the  period, are  recognized  as  income  or expenses in  the period in 

which they arise. 
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 n)  Related parties – IPSAS 20 

The Service regards a related party as a person or a Service with the ability 

to exert control individually or jointly, or to exercise significant influence 

over the Service, or vice versa. Members of key management are regarded as 

related parties and comprise the Board of Directors and senior 

management staff.

o) Cash and cash equivalents 

Cash  and  cash  equivalents  comprise  cash  on  hand  and cash  at  bank,  

short-term  deposits  on call  and highly  liquid  investments with  an  

original  maturity of  three  months  or  less,  which  are  readily 

convertible to known amounts of cash and are subject to  insignificant risk 

of changes in value. Bank account balances include amounts held at 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 authorized persons 

which were not surrendered or accounted for at the end of the financial 

year.

p)  Significant judgments and sources of estimation uncertainty –   

          IPSAS 1 

The preparation of the Service's financial statements in conformity with 

IPSAS requires management to make  judgments,  estimates and  

assumptions  that  affect  the  reported  amounts  of  revenues,  expenses, 

assets  and  liabilities,  and  the  disclosure   of  contingent liabilities, at  the  end  

of  the  reporting  period.  However,  uncertainty  about  these  assumptions  

and  estimates  could  result  in  outcomes  that  require  a material adjustment 

to the carrying amount of the asset or liability affected in future periods.
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