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I. I(EY I'NI-I-I'Y INI.'OITMAI'I0N ANI) MANA(;IiMIiN'f

a) Baekgroundinformation

'I'he Fund is constituted as per the constitution of Kenya and established through an Act of the
f'..,,-1., 7\.--^.Ll', 'T'L^ /r^,,-1., l;.,^^.,.:..^ ir^*L^- a^- rl:-^-^^ ^^.^Ll:^L^.J.L^ ^^..-.., ^ -^-...L1..nrrlrrn 4I
ol'Mct'u ('ar Loan liund and Clounty Asserlbly ol'Menr l-lousing Scheme Iund pursuanl lo Section
I l6 ( l) Public l"inancial Managenrents Act.2012 through the County Assembly of Meru C'ar [.oan
Schenre l"und Regulations, 2017 and County Assembly of' Meru I'lousing Schemc l;und
Ilegulations, 2017. fhcse regulations were merged into "l he Oounry Assembly ol'Meru Mcnrhcrs
(Car l-oan and llousing Schcme Irund) Rcgulations, 2019.

b) I'rincipal Activitics

llrt Itrrttl s princrpal acti\il) is proritic loan lacilities lblthc purchasc. devclopntent. rcnorulion
ot rcllair ol lesidcrttial houscs ol utcrttbcrs and purchasing pcrsonal motor vehicles 1o nrenrbcts ol
thc scheme.

c) Fiducinry Manage ntcnt

I he kev ntanagcment personnel who held office during thc flnancial period ended 30tr' Junc 2019
and u ho had direct fiduciarl responsibility wcre:

oN
l.
2.

I)esignation
Clerk- Accounting Offi cer
Director Finance & Accounts

N amc
- Charles M. Launi
- Lawrence Gitari
- Stanley KaronaiPrincipal Finance OlTicer

Countl' Asse mbll' of Meru Mcmbcrs Car Loan and Housing Schemc Fund
llcports and Financial Statenrcnts
ng{t f o'nglll,!f9!9q 91d"!:l u!: 10, ?!!e
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d) Kcy Management

o IMAGE NAME D.O.B
Hon Joseph Kaberia A. I
Academic Profile
-LLB, Diploma In Law(KSL)
-MBA
-Pursuing Phd

1970

Hon Victor Karithi Mutumah
-MCA Athwana Ward
Academic Profile
-Degree UON

05.12.'1979

Hon Ayub Bundi Solomon
-MCA Abuthuguchi Central
Ward
Academic Profile
Bachelor ol Education(Moi)

Hon Linus Thiaine Athinya
-MCA Kiguchwa Ward

20.07.197s

I)ESI(;NATION
-Hon. Speaker
-Chairman

Member

Mcmber

Menrber
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(lountr Assembly of Meru Membcrs Car Loan and Housing Scheme Fund

lleports and l'inancial Statements
l-or the l6 months period cnded Junc f0. 2019

5 1964

.<\r .-

Mcnrber

Hon Jediel Maula Mwanbia
MCA Ntunene Ward
Academic Prollle
-Diploma in Education
-Diploma in Building and

Construction

llon l,trcy' Make Ira .lasott

Norrrinatcd N4('A
Acaclcmic l'ro Il lc
-Dcgrcc in Cotrtmunity
Dcvclopnrent
-Diplonia in Governance and

l.eadcrship
-l)ursuir.rg Cqflicatc in Scnior
Managemcnt

1972

1961

Menrbcr

N4cnrbct'

It Mr. JLrstus Kiambi Ariithi 28.10. 1956 -County Assembll'
Clerk
-SeoretaryAcadcmic Prollle

-cPA(K)
-I]COM
.MBA
-l'ursu ing l)hcl

6

1l

Hon .lohn Kithini Ethaiba
MCA Nkomo Ward
Acadenric Profile
-Diplonta
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County Assembly of Meru Membcrs Car Loan and Housing Schcme Fund
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c) Registercd Offices

County Assembly of Meru Headquartcrs

P.O.Box3-60200
County Headquarters Building
Kenyatta Highway
Meru, KENYA

f) County Assembly of Mcru Mcmbers Car Loan and Housing Scheme Fund Contacts

g) County Assembly of Meru Mcmbcrs Car Loan and Housing Schcme Fund Bankcrs

Equity bank ltd
Meru branch

h) IndepcndcntAuditors

Auditor Ceneral
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

i) Principal Legal Adviscr

The Attomey General
State Law Office
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

5ll'rr Lr e

'lelephone: (25 4) 7 20088043
E-mail : assembly@meru.go.ke
Website: www.meru. go.ke
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('ountl Asse mbly of Me ru Mcnrbcrs (lar Loan and I{ousing Schcme Fund
Ilcports and Financial Statcmcnts
For thc l6 months pcriod cndcd Junc 30, 2019

2. Irt Nl) cllAIRI't,){soN's lUit,ott t'

It is rn1'plcasure to prcscnt. on bchall'ol'thc lirnd. tlie Meru (lounty Assembly Car Loan and
I lousing Schcnre Funcl llrrancial statcnlcnts lirr the l6 nronths' pcriod ended 30rl' June 20 I 9. 'l hc
Ilnancial statements present thc linancial pcrlbrn:ance ol'tlre lirnd ovcr the past I 6 montlrs.

Sustainabilitl

'l hc lirnd and its slakcholders arc incrcasingly emphasizing or.r the nced to ensure sustainahilitl' lirr
both its investments and its resource mobilization and financing capabilities with an objective of
ensuring that the fund's going concern is secured.

I he lirnd has corrducted a basic asscssmcnt of availablc options lirr llasible financing tools that
r.rrrrrltl assurc thc lund ol'its long tcrm srrstainability. Thc lirnd has reviewed its currenl rcsoLrrcc
nrobilization slralcgies and proposctl l'casiblc strstainability lirrrureirrg trptions.

Ito iov ol pcrlbrmitncc
lncomc

I lrc lirnd carned rcverrrrcs anrotmting to KShs. 350.(XX)-O(X) lionr thc (iourrty Covernrncut ol
\4crLr. l)isbursenrenls during thc pcriod r.r,ere carried out as pcr thc plan rvith the coordinatcd
ellirrts br all stakeholclers. Ihc lirrrtl had no opening cash balancc as this is the firsl the yeal ol'
tigii ra ti tin .

l,)x pcnd itu re s

'I'he total disbursements anrountcd to Kshs. 363,820,000/= ntadc to 7l ntembers. Tlre total
cxpcndilures during the pcriod anrounted to KShs. 2.504,3031=.

Apprcciation

I takc this opportunily lo express nry sincere gratitude and appreciation to the County Government
of Meru and the County Assembly of Meru, the management committee and staff lor their
continued support which has enabled us to attain these results.

Sigrrcd

I lon. .loscph Kabe ria I.A, M lls
(ihairman, Coun$ Asscnrbh ol'i\'lcru Mcmbcrs Car Loan and Ilousing Scheme Fund

6l

I frrok foru,ard to your corrtinuccl supporl in tlte year 201912020.



County Assembly of Meru Members Car Loan and Housing Scheme Fund
Reports and Financial Statements
For the l6 months period ended June 30,2019

3. REPORT OF THE FUND ADMINISTRATOR

lt is my pleasure to present the Meru County Assembly car loan and mortgage scheme fund
financial statements for the l6 months period ended 30th June 2019. The financial statements
present the financial performance of the fund over the past year. The fund was established on 2 I st

March 2018 and started with an initial amount of KShs 350,000,000/: which was received in the
period under reporting.

a) Revcnue

In the year ended 30th June 2019, the fund had projected revenues ofKShs 350.000.000 that the
fund was able to realise KShs 350,000,000 in actual revenues, representing 10002 performance.
In the table below, we present an analysis of revenue performance during the year.

I{ev cn u e

budgct
(KShs)

Actual (KShs) II:alisltion ((7,)

llcvcn uc KShs K Shs

Transfers from County
Assemblv

-150,000,000 350,000,000 100"1,

I ntcrest irrcome I l,2l1,001 l l,2l t ,00l 100,'t

'l-otaI inconrc -i6 t,2l 1,0() I 361,21 I,(X) I 100(,1,

b) Cash flows

c) Conclusion

I take this oppo(unity to thank thc fund management committee for their support. I would also

w,urt to thank all staff whom we have worked hand in hand to ensure that County Assembly of
Meru car loan and housing fund achieves its mission.

Signed: 0,&u*lt"
lr7

Charles M. Launi
Fund Administrator

llcvcnuc classifi cation

In the FY 201812019, we have not had many liquidity disruptions. However, the funds were
received way into the financial year and therefbre the members were only able to benefit from
the fund and repay in less than 4 years as opposed to the approved repayment period of 5 years.

This meant that there was a financial strain on the members as a result ofthe reduced repayment
period occasioned by the increased repayment instalments.

7l '' ,' ' "



County Asscmbly of Mcru Mcmbers Car Loan and Ilousing Schemc !.und
lleports and l'inancial Statemcnts
For tho l6 months period ended June 30,2019

4. STA'I'IiMENT OF' FI]ND ADMINISI'IIATOIT It!]SPONSIBILITIES

lhe atlnrinistratr)r accepts lcsponsibility lirr the Fund's linarrcial stalcntents. which havc bccn
preparcd on the Accrual llasis of accounting melhod undcr the International Public Sector
Accounting Stapdards (IPSAS). 'fhe administrator is of tl.rc opinion that the Fr-rnd's linancial
statenlents give a true and lhir vicr.l,of tl.re state ol'the Fund's lransactions during the financial period
cnded .lune 30. 20 I 9, and of its llnarrcial posrtion as at that date. 'l lre Adntinistrator further confirms
thc conrplctcttcss ol'the accounting records maintained lbr the lrund which have been relied upon in
tlie prcparation ol'its linancial slatements as well as the adequacy ofthe systems of intemal financial
control.

The Administrator confirms thal the F-und has complied fully with applicable Govemment
Regulations and that the tunds received during the period under audit were utilized for the eligible
purposes lbr which they were intended and were properly accounted for. Further the Administratsr
cotrflmts that the Fund's financial statements have been prepared in a fbrm that complies with
relevant accounting standards prescribed by the Public Sector Accounting Standards Furrd of
Ken1,a.

/Lc (

Charles M, Launi

Ag. Cle rk, Countl Asscmbll of Meru

8l

Seclions I l6 (7) ol'thc Public liinance Managemenl Act,2012 requires that, al the end of each
linancial pcriod. the adtninistralor lor a counly public lund shall prepare financial statements in
respect ol llrat lund.

'I'he- administrator in charge ol'County Asscmbly of Meru Members Car Loan and Housing Scheme
l'un'd is respotrsible lbt tlrc prcparaliur arrd preslntation ol'thE-rurd' fin uciat staterrrerrts: which
give a true and fair view ol'lhe state ofaflairs ofthe Fund lbr and as at the end ol'the linancial period
ended on June 30, 2019. This responsibility includes: (i) maintaining adequate financial
management arrangements and ensuring that these continue to be effective throughout the
reporling period; (ii) maintaining proper accounting records, which disclose with reasonable
accuracy at any time the llnanoial position of the County Assembly of Meru Members Car Loan
and lJousing Scheme I]und; (iii) designing, implementing and maintaining internal conrrols
relevanl to thc preparation and l'air presentation of thc Ilnancial slatements, and ensuring that they
are liec lionr malerial nrisstatements, whelher due to error or fraud; (iv) sal'cguarding thc assets
ol' the Irund; (v) selecrrng and applying appropriate accounling policiesi and (vi) making
accounting estimates that are reasonable in the circumstanccs.

Approval of the financial statcments
The Fund's llnanoial statements were approved and signed by the administlator on lgrl' Novcnrbcr.
20I e.



County Assembly of Meru Members Car Loan and Housing Scheme Fund
Reports and Financial Statements
For the l6 months period ended June 30,2019

5. COIII'OIIATECOVEITNANCII S1'ATEMtrNT

In the year under review, the management committee conducted twenty one (2 I ) meetings and
disbursed loans to sixty seven (67) applicants.
The County Assembly of Meru car loan and housing scheme fund has the following mandare:

(a) Process applications lor loans in accordance with the existing terms and conditions of
borrowing

(b) Liaise with the housing company, ifany, to set up revolving fund for the disbursement of
the loans

(c) Supervise the day-to-day running of the fund

The management committee has not undertaken any induction and training. The fund
administrator has written to the Senate to have an induction of the committee to assist enhance
the capacity of the committee.

The committee has a commitment to maintain high standards of integrity in executing its
mandate.

9ll'.r r:c



(lountt' Asscmbll of Mcrrr Mcmhtrs (lar l,oan antl l lousing Schcnre Fund
lleports and Financial Statcmcnts
For the l6 months period cnded.lunc -10,2019

(r. MANA(lllMIINI' l)lSCLiSSlON AND ANAI.YSIS

'l he ('ounty Assenrbly ol'Mcru car loan ancl housing schenre lirnd has rcceived a total ol'Kshs
--i50.000.000/= sumnrarizcd as lbllo''vs:

.\ctual ( KShs )

KSh s lr.Slrs

150.000.000 350,000.000l ransl'ers f}om County Govt. 20 I 8-201 9

Tot:tl incomc 350,000,000 .i50,000,000

l{cr cnrre llcvcn u c llurlget
( liShs )

ln thc 1-eal undcr rcvicw. a total of'Kshs. 363,820.000/- was disburscd to various loan
applicants. Ihe managcrrent conrnritlcc is optinristic tlrat it rvill grow lhe I'und t<l be ahle 1o nrect
all thc nectis ol'the nrcnrhcrs o1'thc ('ourrlv Assenrtrlr'.

7. ( ()til,ol{A-il,. s(x lAt. Iil,tst,()NsttilLI t Y s t'A'il,tNlI,lN I'

'l 
hc (.ountl Assenrbll ol'Meru slal'l'car loan and housing lirnd nlanagcnrent comnriltee did not

carr\ ()ut any corporate social responsibilitl' activitl" in the llnancial period under review. I lie
conrnrittee conlmits lo identify at least one activily in the llnancial year 2019/2020 to 6e

runde rtake n.

t0 
|

I
I
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OFFICE OF THE AUDITOR.GENERAL

Enhancing Accoutabiliq,

REPORT OF THE AUDITOR.GENERAL ON COUNTY ASSEMBLY OF MERU
MEMBERS CAR LOAN AND HOUSTNG SCHEME FUND FOR THE SIXTEEN (16)
MONTHS' PERIOD ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of County Assembly of Meru
Members Car Loan and Housing Scheme Fund set out on pages 12 to 25, 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 period then ended, and a summary
of significant accounting policies and other explanatory information in accordance with
the provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public
Audit Act, 2015. I have obtained all the information and explanations which, to the best of
my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present faidy, in all material
respects, the financial position of the County Assembly of Meru Members Car Loan and
Housing Scheme Fund as at 30 June, 2019, and of its financial performance and its cash
flows for the period then ended, in accordance with lnternational Public Sector Accounting
Standards IPSAS (Accrual Basis) and comply with County Assembly of Meru Housing
Scheme Fund Regulations, 2017 and Public Finance Management Ac!2012.

Basis for Qualified Opinion

1.0 Presentation of the Financial Statements

The Fund's financial statements provided for audit review reflects the following anomalies

i) The Fund's financial statements on pages 16 to 25 reflects a header indicating that
the financial statements are for the year ended 30 June, 2019 implying that the
financial statements are for twelve (12) months from 30 June, 2018 to 30 June, 2019.
However, the financial statements have been prepared for the sixteen (16) months'
period ended 30 June, 2019.

ii) The statement of changes in net assets is indicated as being for "16 months as at
30 June, 2019" contrary to lnternational Public Sector Accounting Standards

Repo of the Audiror-Generol on Co ntt' Assembly ol lvteru Menbers Car Loqn and Howing Scheme Fund for the

Sixteen (16) llonths'period ended 30 June. 2019



(IPSAS) 1 (lG 4 at pages 76 and 77) which stipulates that the statement of changes
in net assets should be for the 16 months' period ended 30 June, 2019.

ln the circumstances, the presentation of the financial statements for the sixteen (16)
months period ended 30 June, 2019 are not in accordance with the prescribed PSASB
and IPSAS format.

2.0 Cash and Cash Equivalents

The Fund's statement of financial position as at 30 June, 2019 reflects Kshs.89,506,338
in respect to cash and cash equivalents. However, the bank reconciliation statements
provided for audit review reflects Kshs.89,511,297 as the cashbook balance for the year

the bank reconciliation statements reflects Kshs.2,960 in respect to payments in the bank
statement not recorded in the cash book resulting to an overstatement of the cash and
cash equivalents balance by a similar amount.

ln the circumstances, the validity and accuracy of the cash and cash equivalents balance
of Kshs.89,506,338 as at 30 June, 2019 could not be confirmed.

3.0 Accounts Receivables

The Fund's statement of financial position as at 30 June, 20'19 reflects Kshs.9,296,308 in
respect to accounts receivables. However, the respective supporting schedules and
ledgers in support of this balance were not provided for audit review.

ln addition, the statement of comparison of budget and actual amounts reflects
I(shs366,324,303 in respect to actual receipts which includes an amount of
Kshs.5,1 16,302 in respect to repayments. However, the respective supporting documents
including ledgers were not provided for audit review.

ln the circumstances, the accuracy and completeness of the accounts receivables
balance of Kshs.9,296,308 and repayments of Kshs.5,116,302 both totaling to
Kshs.14,412,610 for the period under review could not be confirmed.

4.0 Loan Disbursements

The statement of cash flow reflects Kshs.363,820,000 in respect to loan disbursements
during the period under review. However, included in the Kshs.363,820,000 is an amount
of Kshs.1 05,000,000 in respect to subsequent loan disbursements which were not
supported by building valuation certificates from a qualified valuer. This is contrary to
Section 9(b) of the County Assembly of Meru Housing Scheme Fund Regulati ons,2017
which requires that the subsequent disbursements be based on the rate of completion of
the various phases of development as certified by a qualified valuer at the cost of the
applicant.

ln the circumstances, the Fund was in breach of the law and the accuracy and validity of
the subsequent loan disbursements of Kshs.105,000,000 during the period under review
could not be confirmed.

Report of the Arditor-General on County Assembly ol Meru Members Car Loan and Housing Scheme Fundfor the
Sbteen (16) Months' period ended 30 June, 2019
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the County Assembly of Meru Staff Car Loan
and Housing 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 qualified opinion.

Key Audit Matters

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

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

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

Conclusion

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

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. lbelieve that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Reporl of he Audilor-General on County Assembly of Meru Members Car Loan and llousing Schene Fund lor the
Sixteen (16) Months' period ended 30 June, 2019
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REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE



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 Financial Reporting 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
Members Car Loan and Housing Scheme Fund ability to sustain services, disclosing, as

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.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in

Report of the Auditor-General on Counq' tr5s"r61, ,7 Meru Members Car Loon and Housing Scheme Fund lor the

Sixteen (16) Months' period ended 30 June, 2019

4

Those charged with governance are responsible for overseeing the Members Car Loan
and Housing Scheme Fund 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 submrt 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 delecl
a materialmisstatement 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.



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) ol 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
Members Car Loan and Housing Scheme Fund's policies and procedures may
deteriorate.

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

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

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

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

Reporl of ,he Audilor-General on County Assenbly of Meru Members Car Loan and Housing Scheme Fund for lhe
Sixteen (16) Months' period ended 30 June, 2019
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Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

o 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

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

CPA N nc , CBS
AUDITOR-GENERAL

Nairobi

15 December, 202f

Report of the Audilor-General on County Assenbly of Meru Members Cqr Loan and Housing Scheme Fund for the
Sixteen (16) Months' period ended 30 June, 2019
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County Assembly of Meru Members Car Loan antl Housing Schcme Fund
Reports and Financial Statcments
For the 16 months period ended June 30, 2019

9.2. STATEMENT OF FINANCIAL POSITION FOR 16 MONTHS AS AT 30 JUNE
2019

Note
l6 months ended

30t06t2019
Kshs

Current Assets
Cash and Cash uivalents 4 89,506,33 8

Receivables 7 9,296,30&
Current Po(ion of Lo tenn balances 5 90,939,4 r 0
Total Currcnt Assets 189,742.,056

Non-Current Assets
Lon term Ioan balances 6 168.964,642
Total Non-Current Assets 168,964,642

TOTAL ASSETS 358,706,698

RNPRBSENTED BY
Capital Contribution 1 3 50,000,000
Surplus/Deficit for the year 8,706,698
NET FINANCIAL POSITION 358,706,698

'l'hc accour.rting policies and explanatory notes to these iinancial statements lbrm an intcgral part
ofthe flnanoial statements. The entity financial statements were approved on I 9rh November 201 9
and signed by:

C
Assembly Cler
Charles M. I-auni

kz Adnr IS tor ol'thc Iir,Lnd D irector- Iiinancc & Accounts
CPA Lar,,,rence Cilari Ndii
ICPAK Member No. 9200

ASSETS

(Je,-

13 lr'r, ,.



County Assembly of Meru Membe rs Car Loan and Housing Schene Fund
Rcports and Financial Statemcnts
For the 16 months period ended June 30,2019

9.3. STATEMENT OF CHANGES IN NET ASSETS FOR I6 MONTHS AS AT 30.IUNE
20t9

Notc
ItEVOT,VtNG

FUNT)
REVALUATION

ITESliRVIi
ACCUMULATF]I)

SURPLUS
Kshs Kshs Kshs

TOTAI,

Kshs
I

Additional
Revolving Fund I 350.000,000 3s0,000,000

8,706,698
8.706.69ttSurplus (Defict) lbr

Iia Ia ncc irs at
-i0.0(r.201 9 350,000,000

Balance as at
0r.03.2018

8,706,698 358,706,(r9tl

'l'ltc accounting policics and {jxplanatory notes to thcse financial statetnents lbrrn an integral pall
ol'thc financial staterncnls. 'l'hc entity linancial statemcnts wcre apltrovcd on lgLr'Novenrbcr 2019
arrd signed by:

itt C k
D irector-Finance & Accounts
CPA I-arvrencc Gitari Ndii
ICPAK Member No. 9200

Assernbly
Charlcs M

lcrk/ Ad tll s trator ol'the Fund
l.auni

t4l

l

I

I
thc

I



County Assembly of Meru Mcmbers Car Loan and Housing Scheme Fund
Reports and Financial Statements
For the 16 months period cndcd June 30, 2019

9,4. STATEMENT OF CASII FLOW F'OR THE I6 MONTHS ENDI.]D 30 JTINE 20I9

Notc 2018-2019 (16 MONTHS)
Kshs

CASH FLOW FROM OPERATINC ACTIVITIES

llccci as for o era ain tncomc
Transfers liom Cou Assembl I 350,000,000
Other Revenues 11,211,001
Receipts From operating Activities 94,619,640
Total Recei pts 455,830,641

Payments for operating expenscs

S irting Allowances t ,152,240
Domeslic Travel I ,271 ,800
Printing and Stationery 3 65,630
Bank Charges J t 4,633
Loan Disbursements 363,820,000

366,32,t,303

Net cashflow from operating activities 89,506,338

CASHFLOW FROM INVESTING ACTIVITlES
Proceeds fionr Sale of Assets

Ne( cash flows from Investing Activitics

CASII FLOW T'ROM BOIIROWING AC'I'IVITIES
Proceeds fiom Domestic Borrowings
Proceeds from Foreign Borrowings
Repayment ofprincipal on Domestic and Foreign
borrowing
Nct cash flow frorn fina cing activilies

NET INCREASE IN CASH AND CASH
EQUIVA LENT 4 89,s06,338

Cash and cash equivalcnt at BIiGINNING of thc year
{ 89,506,318

The accounting policies and explanatory notes (o these llnancial stalenrents lblnr an inlegral pzrrt

ol'the llnancial sutements. 1'he entity fjnancial statclnents u,cre apploved on lgLl' Novenrbcr 2019
and signcd bv

L
Assembly lerk/ Ad ilfrator ol'the Fund
('hlrlcs i!1. [.auni

Director- Ii'inance & Accounts
CPA [,awrer.rce Gitari Ndii
ICPAK Member No. 9200

l5 | l' ,r , e

Cash and cash equivalent at END of thc ycar

Cz--=-



County Assembly of Meru Members Car Loan and Housing Scheme Fund
lleports and Financial Statements
For the vcar ended .Iunc 30,20t9
9.5. STATEMEN'I'OT COMPAIIISON OF BUDCET AND ACTUAL AMOUNTS

FOIT TIIE I6 MONTHS PEITIOI) ENDI,D 3OIh JUNE 20I9

Budget
Utilisati

on
Dilfercn

'h of
Utilisati]Rcceipt/lixpc Original Adjustnre

I{e mcnts

1,.\'t t\lt,tN't s
Adnr in istrar iv
cLx ltscs 2.504,303

366,324,1
03

l00vo

100v.

l00tYo

Final
--S{rdges--

Actual on
Compara

-*le-Ilrsis--
T b c=a+b f=dlc oke=c-d

llM'ta ''t's
Transfers
from County
Covernment

350,000,0
00

3s0,000,0
00

350,000,00
0 lloyo

Inlcrcst
lncome

I t,2 I 1,00
I

I l,2 r r,00
I I t,2 I 1,00 t

5. t I3.002 5, r I 3.002 5. I I3.002 lr00,/o
366,324,3

03

366,324,10
3

2.501.303 2.5 04.10
Loan
Disburserrent
to Members

363,820,0
00

363,820,0
00

363,820,00
0

1'0t At,
366,324,3

03
366,,324,3

03
366,r24,30

l

l00yo

t00"1

16 r

'r'o't Al.
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County Assembly of Meru Members Car Loan and Housing Scheme Fund
Reports and Financial Statements
For the year ended June 30,2019
9.6. SUMMAITY OF SIGNIFICANT ACCOUNTING POLICIBS

l. Statement of compliance and basis of preparation

l-he Fund's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statemenrs are
presented in Kenya shillings, which is the functional and reporting currency ofthe Fund. Thc
accounting policies have been consistently applied to all the years presented.

-['he financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The flnancial
statements are prepared on accrual basis.

2. Revenuc recognition

i) lievenrc fronr non-exchangc transactions

Transfers from othcr govcrnmcnt entities

Revenues from non-exchange transactions with other government entities are measured at
fair value and recognized on obtaining control of the asset (cash, goods, services and
prope(y) if the transfer is free fronr conditions and it is probable that the economic benefits
or service potential related to the asset will flow to the entity and can be measured reliably.

ii) Revcnue from exchange aransactions

Inlerest income

Interest income is accrued using the eflbctive yield method. The eftbctive yield discounts
estimated future cash receipts through the expected life ofthe financial asset to that asset's
net carying amount.'l'he method applies this yield to the principal outstanding to determine
interest income each period.

Iludgct information

The original budget for FY 201712018 was approved by the County Assembly on

30.06.2017.

-['he entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature of expenses in the statement of linancial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from the accrual basis to the cash basis and reclassificd by
presentation to be on the same basis as the approved budget. A comparison of budget and

actual amounts, prepared on a cornparable basis to the approved budget, is then presented in

the statement ofcomparison ofbudget and actual arnounts.

In addition to the Basis diffcrence, adjustments to amounts in the llnancial staternents arc

also made for differences in the formats and classitlcation schemes adopted for thc

presentation ofthe financial statements and the approved budget.

17l l',r .. u



County Assembly of Mcru Mcmbers Car Loan and Housing Scltemc Fund
Ilcports and li'inancial Slatcnren ts

For the 1'car cndcd .lunc 30, 2019

A statemcnt to reconcile thc actuat antounts on a comparablc basis included in the slatcmcn(

ol'comparison ol'budget and actual anrounts and the aclualS as per the statement ot'llnancial
pcrlirrrnance has bccn prescnteti under Lhesc llnancial statell'lcllts.

iii) l)ropcrty, Jtlunt and eqtlipntcnt

All propcrtl. plant and cclttiptttent arc statcd at cosl lcss itccutttLtlalcd depreciation atttl

of thc itcrns. When signilicant parts ol'propcrty, plant and cquiprnent are required 1o bc

replaced at intervals, the entity recognizes such parts as individual assets with specillc uselul

lives and depreciates lhem accordingly. Likewise, whcn a major inspection is performed, its

cost is recognized in the carrying amount ol'the plant and equipment as a replacement il'the
recognilion criteria arc satislied. All other rcpair and mainlenance costs are recognized in

surplus or deficit as incurrcd. Wherc an asset is acquired in a non-exchange transaction li)r
nil or nonrinal considcration lhc assct is initiallr ntcasttrecl at its l'air valtlc.

iv) I n tangit)le nsscis

lntangible assets acclLrired scparately are initially recognizcd at cost. l'he cost ol intangihle

asscts actluircd in a non-exchangc transaction is thcir lirir varlLte a1 thc date of the exchangc.

l.ollorling initial rccognition. intangihlc assets are carried at cost less any accutr:ulalcd

arrror(iz,ation and accumulated irnpairmcnt losscs. lntcrnally generated intangiblc assets.

cxclLrding capitalized devclopnrcnt costs, arc nol capilalized and expenditurc is retlccted in

iurplus or dellcit in thc pcriod in which the cxpenditurc is incurred.

l-hc uselirl lilc ol'the intangible assets is assessed as cithcr flnite or indctjnite

r') Fin a ncial inslrunrcnts

I;inunciul assL,ts

Inilial recognilion and meosurcmenl

Enancial assets r&ithin thc scope rrl- IPSAS 29 Financial lnstrumglts: [ecogrition and

Measuretr1ent are classified as llnancial assets al l'air value throLrgh surplus or detlcit, loans

and receivablcs. held-to-rnaturity investnlents or availab le-lbr-sale Iinancial assels. as

appropriate. 'l he llntity detcrtrtines the classillcation of its llnancial assets at initial
recognition.

Itruns on rccaivuhlcs

Loans and reccivables arc non-dcrivative tlnancial assets rvith fixed or delerrninablc
payments that are not quotcd in an active market. Afier initial measurement' such llnancial
assets are subsequentll mcasurcd at amortized cost Llsing the effective interest melhod. lcss

impairment. Amortized cost is calculated by taking into account any discount or premium

on acquisition and fees or costs that are an integral part olthe effective interest rale. Losses

arising frorn impairment are recognized in the surplus or deficit.

ltt r ,



County Assembly of Mcru Me mbers Car Loan and Housing Scheme Fund
Reports and Financial Statemenas
For the year ended Junc 30,2019
Heldlo-maturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Entity has rhe 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 lees or costs
that are an integral part ofthe eft'ective interest rate. The losses arising from impairment are
recognized in surplus or deflcit.

Impairment of litutrciol assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or a entity of financial assets is impaired. A financial asset or an entity of financial
assets is deemed to be impaired il, and only il; there is objective evidence of impairment as
a result ofone or more events that has occurred after the initial recognition ofthe asset (an
incurred 'loss event') and that loss event has an impact on the estimated future cash flows
ofthe financial asset or the entity offinancial assets that can be reliably estimated. Evidence
of impairment nray include the lollowing indicators:

! The debtors or an entity ofdebtors are experiencing significant financial difficulty

) Default or delinquency in interest or principal payments

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

), Observable data indicatcs a measurable decrease in estimated luture cash flows (c.g.
changes in arrears or economic conditions that correlate with defaults)

Iri no nc ia I I ia bi I it ics

lnili l recogtrilion orul nrcosuremen!

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at thir
value through surplus or deficit or loans and borrowings, as appropriate. The Entiry
determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case olloans and
borrowings, plus directly attributable transaction costs.

Loans ond borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured
at amortized cost using the effective interest mcthod. Cains and losses are recognized in
surplus or deficit when the liabilities are derecognized as well as through the eflective
interest method amoftization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part ofthe eft'ective interest rate.
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Countl'Asse mbly of Mcru Membcrs Car Loan and Housing Schemc Fund
llcporls and Finanr:ial Statemcnls
For thc ycur cntlcd .lunc 30, 2019

!'i) lnven tories

lnventor) is nreasurcd al cosl upon initial recognitiorr. lir the extent that inventory uas
receivctl through non-cxchangc transactions (lilr no cost or ltrr a nonrinal cost), thc cosl ol
the invcnlory is its lair value at thc datc o I'acqu isitiorr.

Costs incurred in bringing each product to its prescnt location and conditions are accounted
lhr :rs lh llnrrs'

z llaw materials: purchase cost using the weighted average cosl method

z Finished goods and work in progress: cost ol'direct rnaterials and labor and a proportion
ol'manulacturing overheads based on the normal operaling capacity, but excluding
borrowing costs

Alier initial recognition. invenlory is measured at the lower ol'cost and net realizablc valLre.

Ho*'ever, to the extent that a class of inventory is distributed or deployed at no charge or lirr
a nominal charge, thal class ol' inventory is nreasured at the lower of cost and current
replacenrcnt cost.

),let rcalizablc valLrc is lhc estirllatcd selling pricc in thc ortiinarl coLrrse ol'operations. lcss
thc cslinralcd costs ()l conrplctiorr and the cstimated c()sts necessary to tnake the sale.
crchangc. or d istribrrt ion.

Invenlories are recognized as an expense rvhen deploved lbr utilization or consumption in
the ordinary course o,'operations ol'the Enlity.

v ii) l'ror isions

Provisions are recognized whcn thc Entity has a present obligation (legal or constructivc) as

a result o,'a past cvent. it is probable that an oulflow ol'resources embodying economic
benellls or service potential will be required to settle thc obligation and a reliable estimate
oan be made of llre arnount ol the obligation.

Where the Entity expects some or all ofa provision to be reimbursed, for example, undcr an
insurance contracl, the reimbursement is recognized as a separate asset only when the
reimbursement is virtually cenain.

The expense relating to any provision is presented in the statemenl of financial performance
net of any reimburscmenl.

Conti nge nl I iu bilitics

I'he l:ntity docs nol recognize a contingent liability. bur discloses delails ol' an)
conlingcncics in the notcs to thc llnancial statctnents. unlcss lhe possibility ofan outflow of
resources embodying econornic bcneflts or scrvice potential is remote.

Contingenl assels

The Entity does not recognize a contingent asset, but discloses details of a possible asset
whose exislence is contingent on the occurrence or non-occurrence ofone or more uncertain

20 I



County Assembly of Meru Members Car Loan and Housing Scheme Fund
Reports and Financial Statements
For thc year ended June 30,2019
I'u ture events not wholly within the control of the Entity in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the llnancial statements. lf it has become virtually certain that an
inflow of economic benefits or service potential will arise and the asset's value can be
measured reliably, the asset and the related rev€nue are recognized in the financial
statements ofthe period in which the change occurs.

viii) Changes in accounting policies and estimates

The Entity recognizes the effects ofchanges in accounting policy retrospectively. The eft'ecrs
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

ix) Iimployec bcn€fits - Rctirement hcnefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benellt plans under which an entity pays lixed contributions into
a separate entity (a fund), and will have no legal or constructive obligation to pay further
contributions ifthe fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the current and prior periods. The contributions to fund obligations
tbr the payment of retirement benefits are charged against income in the year in which they
become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans.'lhe defined benefit lunds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proportional basis to all panicipating ernployers.'lhc
contributions and lump sum paymcnts reduce the posGemployment benefit obligation.

x) FOreign cu rrency transactions

Transactions in foreign currencies are initially accounted lor at the ruling rate ofexchange
on the date of the transaction. J'rade creditors or debtors denominated in foreign currency
are reponed at the statement of'financial position reponing date by applying the exchange
rate on that date. Fixchange diu'erences arising from the settlement olcreditors, or from the
reporting ol creditors at rates dill'erent fiom those at which they were initially recorded
during the period, are recognized as income or expenses in the period in which they arise.

xi) Borrowing costs

Borrowing costs are capitalized against qualifying assets as part of property, plant and

equipment. Such borrowing costs are capitalized over the period during which the asset is

being acquired or constructed and borrowings have been incurred. Capitalization ceases

when construction of the asset is complete. Further borrowing costs are charged to the

statement ol fi nancial perlormance.

r ii) Ilclatcd pa rtics

1'he Entity regards a related party as a person or an entity with the ability to exert control
individually orjointly, or to exercise significant influencc over the Entity, or vice versa.

2l I l'ir r .



County Asse mbly of Meru Mombers Car Loan and Housing Schcnte Fund
Rcports and Financial Statcmcnts
For thc year cnded June 30,2019
Members olkey managerncnt are regarded as relatcd parties and comprisc the directors. the
CIiO and senior managers.

riii) (lush anrl ctsh cquilrrlenls

Clash and cash cqLrivalents cornprise cash on lrand and cash at bank. short-tcrm deposits on

call and highly lic;uid invcstmcnts with an original rnaturity ol'three nronths or less. uhich

changes in valuc. llank account balances include arnounts held at the Central []ank ofKcnla
and at various commercial banks at the end of the linancial year. For the purposes of these
financial statements, cash and cash equivalents also include short term cash imprests and
advances to aulhorised public officers and/or inslitutions which were not surrendered or
accounted tbr at thc cnd of'the linancial year.

(-ornparative ligurcs lbr thc previous linancial year have not bcen indicated as this is the
base ycar.

xv) l!vcnts aftcr the rcporting pcriod

fherc rvere no rnatorial adjusting and non- adjusting cvcnts alicr thc reporting pcriod.

xvi) Cu rrcncl

'l'he tlnancial statements are presented in Kenya Shillings (KShs).

22 I i',r r, .
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County Assembly of Meru Mcmbers Car Loan and Housing Schemc Fund
Reports and Financial Statements
For the year endcd June J0,2019
9.7. NOTES TO THE FINANCIAL STATEMENTS

l. Transfers from County Government

2. In aerest income

3. Fund administration cxpcnscs

Transfers from County Govtcrnment 350,000,000
'l'otal

3 50.000.000

lnl.erest income lrom loans(mortgage or
car loans) il,2 il,00 t

Total interest income |l ,2 ,001

Sitting Allowances -MCA Car Loan & Mortgage 7,752,240
Domestic Travel L,27 7,800

65,630Printing and Stationery
Bank Charges 14,63 3

'l'otal
2,504,303.00

I

.;.
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County Assembly of Me ru Membcrs Car Loan and Housing Schemc Fund
Ilcports and Financial Stalcnlcnls
For the year cntled .lune 30, 2019

NO'IES TO THtr FINANCIAI, S1'ATIiMENTS (CoNTINUIiD)

4. Cash and Cash liquivllcnls

tiqrrit)' Banlr,\ee, ltle, 0l 40276l916l5

It9,506,338l otal crrslr antl crsh cqui|alenls

5. ('urrtnl l)orlion ol l,ong - l crnr l,oans

Loan Ilalanccs Duc Witlrin I lcar

Tolal

6. Long -Tcrm l,oan lialanccs

90.9J9.41 0

90.919.4 r0

l.oan llalances Duc allcr I vcar t68,964,642

'l'otal 168,964,642

24t
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County Assembly of Meru Members Car Loan and Housing Scheme Fund
Reports and Financial Statements
For the year ended June 30, 2019
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

7, Accounts Receivable

Receivables- lnsurance t.3 I 1.l]8
Receivables- Ilepayments 7,985, r70

Total 9,296.308
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