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1. Acronyms and Glossary of Terms

a) Acronyms

BOM
ICPAK
IPSAS
PFM
PSASB
Kshs

-

Board of Management

Institute of Certified Public Accountants of Kenya
International Public Sector Accounting Standards
Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings
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2. Key Entity Information and Management

a) Background information

The County Assemblies are established under Article 176(1) of the Constitution of Kenya. Section
12 of the County Governments Act establishes County Assembly Service Boards for each County
Assembly. These boards are responsible for preparing annual financial expenditure estimates,
exercising budgetary control, and performing other functions as prescribed by national legislation.
Section 116 of the Public Finance Management Act, 2012, authorizes the County Executive
Committee Member for Finance to establish County Public Funds with the approval of the County
Executive Committee and the County Assembly. Subsection 7 requires the administrator of a

County Public Fund to prepare accounts for each financial year and submit them to the Auditor
General.

Based on these provisions and the advice from the Salaries and Remuneration Commission
regarding benefits for Members of the County Assemblies, as outlined in circular Ref
SRC/ADM/CIR/1/13 Vol. 11T (128) dated December 17, 2014, the Tharaka Nithi County Executive
Committee Member for Finance, Budget, and Economic Planning authorized the establishment of
the Mortgage and Car Loan Scheme Fund with the approval of the County Assembly. The Clerk
of the County Assembly, as the Accounting Officer of the Assembly, was subsequently appointed
as the fund administrator. The Fund is wholly owned by the County Government of Tharaka Nithi
and is domiciled in Kenya. T

b) Principal Activities

The principal activity for the County Assembiy Révolving Members Scheme Fund is to is to
disburse loans to the Members of the Tharaka Nithi County Assembly to facilitate them acquire
residential property (Mortgage Loan) and motor vehicles (Car Loans).

Vision

To be a supreme, effective, efficient and self-sustaining County Assembly Fund Management
Committee as a major participant in the process of good governance.

Mission
To facilitate Members of the Tharaka Nithi County Assembly Fund Management Committee to
efficiently and effectively fulfil the Constitutional mandate in a representative system of Devolved
Government.
Core Objectives

i. Professionalism and Team work

ii. Accountability

iii. Transparency and Integrity
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iv. Courtesy

5 T .
v. Efficiency and Responsiveness
vi. Prudent use of Resources

¢) Fund Administration Committee

Hon. John Mbabu Chairperson

1

2 | Hon. Marengo Luke Nyagah Njeru Member

3 | Hon. Kabii Jones Kinegeni Member

4 | Mr. Amos Kiangwe Sikweya Fund Administrator

d) Key Management Steam

M

1 r. Amos Kiangwe Sikweya Fund Administrator
2 Ms. Polly Kagendo Mbae Fund Accountant

Key Entity and Management (Continued)

e) Fiduciary Oversight Arrangements
The fiduciary oversight arrangenient was offered by;
e The County Assembly’s Public Accounts Committee

e The National Audit Office

f) Registered Offices

Tharaka Nithi County Assembly

P.O Box 694-60400

Former Meru South County Council Offices,
Along Chuka-Meru Highway,

Chuka, Kenya.

g) Fund Contacts

Telephone: (254) 0202399828
E-mail: tharakanithicountyassembly(@gmail.com
Website: www.tharakanithiassembly.go.ke
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h) Fund Bankers

Kenya Commercial Bank
P.O Box 4- 60400,
Chuka,

Kenya.

i) Independent Auditors

Auditor General

Office of the Auditor General
Anniversary Towers, Univetsity Way
P.O. Box 30084

GOP 00100

Nairobi, Kenya

i) Principal Legal Adviser

The Attorney General

State Law Office

Harambee Avenue

P.O. Box 40112

City Square 00200

Nairobi, Kenya ]

k) Principal Legal Adviser

The County Attorney

County Government of Tharaka Nithi
P.O Box 10 -60400

Kathwana
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. Hon. John. Mbabu
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3. Fund Administration Committee

He was born on 4th March, 1974.

He holds a Bachelor’s Degree in Business Administration
with a working experience of over 15 years.

He is the Speaker of the County Assembly of Tharaka Nithi
and the Chairperson to the County Assembly Service

Board. He is also the Chairperson to the Car loan and
Mortgage Committee.

2. Hon. Marengo Luke Nyagah
Njeru

b
G |

He was born on 13th March, 1992.

He holds a Diploma in Community Development and
Social work. With a working experience of over 15 years.
He is a Member of the County Assembly of Tharaka Nithi
and the Leader of the Majority Party. He is also a Member
to the Car Loans and Mortgage Committee.

3. Hon. Kabii Jones Kinegeni

He was born on 10th October, 1978.

He holds O level and Computer proficiency certificates.
With a working experience of over 15 years.

He is a Member of the County Assembly of Tharaka Nithi

and the Majority Party Whip. He is also a Member to the
Car Loans and Mortgage Committee.

4. Mr. Amos KiangWe Sikweya

He was born on 9th December, 1983.

He holds a Master Degree of Arts in Public Policy and
Administration with a working experience of over 15
years.

He is the Clerk of the County Assembly of Tharaka Nithi
and the Secretary to the County Assembly Service Board.

He is also the Fund Administrator to the Car Loan and
Mortgage Fund.
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4. Management Team

L %

1. Mr. Amos Kiangwe Sikweya He was born on 9th December, 1983.

He holds a Master Degree of Arts in Public Policy
and Administration with a working experience of
over 15 years.

He is the Clerk of the County Assembly of
Tharaka Nithi and the Secretary to the County
Assembly Service Board. He is also the Fund
- | Administrator to the Car Loan and Mortgage
Fund.

She was born on 23rd December, 1979.

She holds a Master Degree in Finance and is a
CPK Finalist with over 14 years working
experience.

She is a Member of Staff in the County
Assembly of Tharaka Nithi serving at the
capacity of Director Finance and Accounts. She
is also the Fund Accountant to the Car Loan and
Mortgage Fund.




Tharaka Nithi County Assembly Car loan and Mortgage Fund
Annual Report and Financial Statements for the year ended June 30, 2024

5. Fund Chairperson’s Report

The County Assembly Service Board is grateful to the County Executive Committee and the
County Assembly for their essential support in establishing the Tharaka Nithi County Assembly
Car Loan and Mortgage Fund, which has been operational since 2016. This initiative was timely
and aligns well with the Government's efforts to provide affordable housing, significantly aiding
Members in achieving this goal. The fund is currently managed by Fund Administration
Committee comprising Hon. Speaker, two Hon. Members, the Clerk of the Assembly and the

Director Finance and Accounting Services.
] 1 1

As of June 30, 2024, the revolving fund amount stood at Kshs. 102,950,013, with Kshs. 35,750,000
disbursed to members during the period, representing the approved loans for Hon. Members.
Despite this, there is a need for additional funding to fully accommodate loan applications from

Hop. Members, external Board Members, and permanent Staff. Y &

I take this opportunity to thank the County Treasury for its ongoing support, which has been
instrumental in fully operationalizing the scheme by providing the necessary funds. The
conti_Puous allocation of funds has been crucial in maintaining the fund's operationsjand Emeeting
the’ growing demand for loans. Additionally, we extend our sincere appreciatidn] to the fund
Administrator for their diligent guidance and support, which have been key to transforming this

scheme into a reality for Hon. Members and Staff.

Furthermore, I thank the Fund Administration Committee for their unwavering commitment and
dedication to actualizing the scheme. Their efforts have been vital in ensuring the scheme's success
and in facilitating the provision of affordable housing for Members. The collaborative efforts of
all involved parties have made this scheme a valuable resource for the County Assembly of

Tharaka Nithi, and we look forward to continued support and successful outcomes in the future.

Name: Hon John Mbabu Signature. ..o cnisen senaveissi Date. . ocmonmivaesssas
Chairperson of the Board/Fund
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6. Report of the Fund Administrator

L L L

I am pleased to present the financial statements for the year ended 30" June 2024,<in co;npliance
with section 116 (7) of the Public Finance Management Act, 2012. The objective of the Tharaka
Nithi County Assembly Car loan and Mortgage Fund is to provide loans for the purchase,
development, renovation or repair of residential houses to Hon. Members and Staff of the County
Assembly at low interest. During the period under review a total of Kshs.35,750,000 million have
been disbursed as at 30™ June 2024. It is encouraging to note that the beneficiaries of the scheme

have continued to service their loans as schedules, as contained in the financial statements.

In administering the fund, the Fund Administration Committee maintained adequate financial
controls to ensure compliance, transparency and accountability. The measures were aimed at
making sure that the funds are utilised prudently and included maintenance of proper accounting
records. Further, the financial statements have been prepared in accordance with thie International
Public Sector Accounting Standards (IPSAS) and represents a true and fair view of the state of
affairs of the fund for the period under view. As the Accounting Officer and Fund Administrator,.

I confirm the completeness of the Accounting records maintained for the Fund. Which have been

1
b

"

relied upon, in the preparation of the financial statements.
] !

Finally, I confirm that in preparing the financial statements, I have assessed the Fund’s ability to
continue as a going concern and nothing has come to my attention to indicate that the fund will

not remain a going concern for at least the next twelve months from the date of this statement.
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7. Statement of Performance against the County Fund’s Predetermined Objectives

Introduction b

Section 164 (2) (f) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Accounting officer when preparing financial statements of each County
Government entity Government entities in accordance with the standards and formats prescribed
by the Public Sector Accounting Standards Board includes a statement of the county government
entity’s performance against predetermined objectives.

The key development objective of the Fund as per the regulation is to:
a) Provide loans for the purchase, development, renovation or repair of residential
Progress on attainment of Strategic development objectives

Below we provide the progress on attaining the stated objectives:

To provide loans | Decent housing | No of Hon. | During
Provision of | for the purchase, | for Hon | Members and | FY,2023/24
Mortgage development, .Members and | Staff advanced | Hon. Members
facilities to Hon. | renovation or Staff loan facility to | accessed the
Members  and | repair of purchase facility and were
Staff residential residential able build their
houses houses ‘ own houses

i
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8. Corporate Governance Statement

)

During the review period, the Car Loans and Mortgage Management Committee held several
meetings to evaluate loan applications and assess fund performance from the Speaker and
Members of the County Assembly. The Committee's succession plan focuses on mobilizing
adequate funds through budgetary allocations and partnerships with financial institutions, ensuring
timely access to loans for Members and staff who meet the necessary requirements.

Although the Loan Management Committee currently lacks a formal charter, plans are underway
to develop one. According to Section 6(1) of the Tharaka Nithi Car and Housing Fund Regulations,
the Committee's membership is composed of the House Leadership, Consequently, if a member
resigns or is removed from the House Leadership, their membership in the Loan Management
Committee automatically ceases.

Section 6(5) of the Tharaka Nithi Car and Housing Fund Regulations outlines the roles and
functions of the Loan Management Committee, which include processing loan applications
according to existing borrowing terms and conditions, liaising with mortgage institutions to
establish a revolving fund for loan disbursement, and supervising the day-to-day operations of the
fund. Additionally, Sections 5(2) and 18(1) provide guidelines for utilizing the interest accrued
from loan disbursements.

During the review period, the Committee approved loan disbursements to the Speaker and
Members of the County Assembly who met the requirements. However; due to funding constraints,
the disbursements were phased. The Committee did not conduct any induction or training sessions
during this period but may do so in the future. All loans were disbursed in compliance with the
Circular issued by the Salaries and Remuneration Commission, ensuring no conflicts of interest.

In conclusion, the Loan Management Committee operates according to the guidelines specified in

the Regulations. Compliance is audited by the Office of the Auditor General, and a comprehensive
report is submitted to the County Assembly Service Board.

X1
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9. Management Discussion and Analysis
9.1 Financial Performance

In the fiscal year 2023/2024, the County Assembly of Tharaka Nithi’s Car Loan & Mortgage Fund
continued to provide critical financial support to its members. However, loan disbursements were
constrained due to a lack of additional funding, amounting to Kshs. 36,250,000. Despite this
limitation, the program maintained its commitment to offering low-interest loans to enhance the

financial stability of its members.

9.2  Loan Disbursements and Repayments

Loan disbursements totalled Kshs. 37,750,000, reﬂecfing a decrease compared to previous years
due to limited funding. However, loan repayments during the period were strong, totalling Kshs.
38,878,881.

9.3  Operational Expenditure

Operational expenses for managing the fund were, kept under control, amounting to Kshs.
3,020,309. These costs were necessary to maintain the fund's administrative efficiency and support
services.

Table: Budget against actual expenditure

Budget Category Budgeted Amount | | | Actual
Fund Administration 3,500,000 I 3,020,309
Expenses

9.4  Receivables and Outstanding Loans

Short-term receivables during the period were recorded at Kshs. 5,906,985, reflecting the amount
due within the current financial year. Long-term outstanding loans amounted to Kshs. 97,353,298,
representing the total loan portfolio still under repayment.

9.5  Risk Management

The fund faced challenges due to the limited availability of additional funding, which restricted
the ability to meet the growing demand for loans. To manage this risk, the Assembly has
maintained strict credit assessments and proactive follow-up on loan repayments, ensuring the
fund remains financially sound.

9.6 Future Outlook

Looking forward, management has proposed securing additional funding to expand the loan
program, ensuring that all eligible members can benefit from the low-interest loans. This initiative

X1l
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is crucial to meet the increasing demand and support the financial well-being of the Assembly's
members. ;

The Car Loan & Mortgage Fund continues to be a vital financial tool for the County Assembly of
Tharaka Nithi, despite the funding challenges faced in the current year. With proposed additional

funding, the fund aims to broaden its reach and maintain its commitment to offering affordable
financial solutions to its members.

X111
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10. Environmental and Sustainability Reporting
1. Sustainability strategy and proﬁlé -

The County Assembly of Tharaka Nithi is dedicated to sustainable development,
emphasizing economic growth, social equity, and environmental protection. Our strategy
includes integrating environmental considerations into legislation, promoting community
engagement, and optimizing resource efficiency. Key initiatives involve eco-friendly
infrastructure, renewable energy support, and improved waste management. By prioritizing
education and awareness, we aim to empower the community to adopt sustainable
practices. Our goal is to ensure a resilient, thriving county that meets current needs while
safeguarding the environment fo'r future generations.

2. Environmental performance

The Fund Administration Committee recognizes that, due to the nature of the Fund's
operations, its environmental impact is minimal. However, we are aware that our daily
activities do have some environmental consequences. The Fund is committed to
minimizing any negative effects and places great importance on developing and
implementing environmental standards. Therefore, we strongly advocate for the
internationally recognized 3Rs: Reduce, Reuse, and Recycle.

3. Employee welfare

The Fund's success hinges on our human capital, we prioritize recruiting, retaining,
rewarding, and developing top tdlént. We emphasize creating a culture of safety, security,
social responsibility, and environmental awareness, ensuring employees act with integrity
and accountability in all their interactions. Comprehensive training helps employees value
and support each other, fostering acceptance of cultural diversity. Robust support systems
address diverse needs, reinforcing a sense of inclusion and respect within the organization.

Furthermore, we are dedicated to upholding gender parity, ensuring equal opportunities
and representation for all genders. This commitment to diversity and inclusion not only
enhances our work environment but also drives our overall success. By fostering a
responsible and inclusive culture, we aim to maintain a cohesive, motivated workforce that
contributes to our ongoing achievements.

4. Market place practices-
a) Responsible Competition Practices
The County Assembly of Tharaka Nithi is committed to maintaining responsible
competition practices. This includes stringent anti-corruption measures to ensyre
transparency and accountability in all dealings. The Assembly actively avoids any form of

corrupt practices and has established a zero-tolerance policy towards bribery and
corruption. In terms of political involvement, the Assembly ensures that its engagements

X1V
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are responsible and within the legal framework, avoiding any undue influence or bias. Fair
competition is upheld by respecting all competitors, fostering an environment where ideas
and policies can be freely shared and debated without fear of unfair practices.

b) Responsible Supply Chain and Supplier Relations

The County Assembly maintains high standards in its supply chain management, ensuring
that all suppliers are treated fairly and with respect. The Assembly honors all contractual
obligations and ensures timely payments to suppliers, promoting a healthy business
relationship. This responsible approach not only builds trust but also encourages long-term
partnerships. By adhering to fair payment practices and maintaining clear communication,
the Assembly fosters a reliable and ethical supply chain.

¢) Responsible Marketing and Advertisement

In all its communications and promotional activities, the County Assembly adheres to
ethical marketing practices. This involves providing accurate and honest information about
its initiatives and programs, avoiding any misleading or deceptive claims. The Assembly
ensures that all marketing materials are respectful and uphold the dignity of all stakeholders
involved. This commitment to ethical marketing helps build a trustworthy and credible
reputation among the public and other stakeholders.

d) Product Stewardship

The County Assembly prioritizes safeguarding the rights and interests of its constituents.
This includes ensuring that all sérvices and products provided meet high standards of
quality and safety. The Assembly actively engages with the community to understand their
needs and feedback, continuously improving its offerings to better serve the public.
Through these efforts, the Assembly demonstrates its commitment to product stewardship,
ensuring that all constituents receive fair and beneficial services.

5. Corporate Social Responsibility / Community Engagements

During the fiscal year, the County Assembly of Tharaka Nithi did not conduct any formal
Corporate Social Responsibility (CSR) activities. However, the Assembly remains committed
to the principles of community engagement and social responsibility, recognizing the
importance of these efforts in fostering positive relationships with the community and
contributing to the overall well-being of society.

While there were no specific CSR initiatives undertaken, the Assembly engaged with the
community through various channels, particularly in its core function of public participation.
This engagement ensured that the voices of the citizens were heard and considered in the
legislative process, promoting transparency and accountability in governance.

Although formal charitable giving and corporate social investment activities were not executed
during the year, the Assembly contin\m;:d to support the community indirectly through its public
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participation forums. These forums are designed to ensure that legislative decisions reflect the
needs and priorities of the citizens, contributing to social equity and community development.

Looking forward, the Assembly aims to explore opportunities for more structured CSR
activities in the coming years. These may include partnerships with local organizations,
charitable giving, and direct community investments that align with the Assembly’s
commitment to enhancing the socio-economic well-being of the people of Tharaka Nithi.

-~
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6. Report of the Fund Administration Committee

The Fund Administratioﬁ,Comfnittee submit the financial statements for the year ended 30" June
2024, which shows the state of the Fund affairs

Principal activities

The principal activities of the Fund is to administer a mortgage and car loan scheme for members
of staff to access loan facilitates for purchase, development, renovation or repair of residential
houses.

Performance
i)

The performance of the Fund for the year ended June 30, 2024 are set out on page one (1).

Fund Administrative Committee

The Members of the Administrative Committee who served during the year are shown on page
Vi.
i

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.

............................................................

Chair.ofthe Board/Fund Administration Committee
Date: 27" August, 2024
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7. Statement of Management s Responsibilities

Section 167 of tﬁe Public Finance Management Act, 2012 requires that, at the end of each ﬁnancml
year, the Administrator of a County Public Fund established by (The Fund should state the
appropriate legislation establishing the Fund) shall prepare financial statements for the Fund in

accordance with the standards and formats prescribed by the Public Sector Accounting Standards
Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund’s financial statements, which give a true and fair view of the state of affairs of the Fund for
and as at the end of the financial year ended on June 30, 2024. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose
with reasonable accuracy at any time the financial position of the Fund,; (iii) designing, implementing
and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate accounting
policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund’s fiancial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with International Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and (quote the
applicab!e legislation establishing the County Public Fund). The Administrator of the Fund is of the
opinion that ;the Fund’s financial statements give a true and fair view of the state of Fund’s,
transactions c}urmg the financial year ended June 30, 2024, and of the Fund’s financial posmzn as
at that date. The Administrator further confirm the completeness of the accounting re ords’
maintained for the Fund, which have been relied upon in the preparation of the Fund’s financial
statements as well as the adequacy of the systems of internal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed the
Fund’s ability to continue as a going concern and disclosed, as applicable, matters relating to the use
of going concern basis of preparation of the financial statements. OR

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

Approval of the financial statements

The Fund’s financial statements were approved by the Board on 27" August, 2024 and signed on its
behalf by:

Administrator of the County Public Fund

P ] b
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OFFICE OF THE AUDITOR-GENERAL NAIROBI

Enhancing Accountability

REPORT OF THE AUDITOR-GENERAL ON THARAKA NITHI COUNTY
ASSEMBLY MORTGAGE AND CAR LOAN FUND FOR THE YEAR ENDED
30 JUNE, 2024

PREAMBLE
| draw your attention to the contents of my report which is in three parts:

A. Report on Financial Statements that considers whether the financial statements are
fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in the Use of Public Resources which
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in a
prudent, efficient, economic, transparent and accountable manner to ensure the
Government achieves value for money and that such funds are applied for the
intended purpose.

C. Report on Effectiveness of Internal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of Internal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS
Qualified Opinion

| have audited the accompanying financial statements of Tharaka Nithi County
Assembly Mortgage and Car Loan Fund set out on pages 1 to 20, which comprise of the

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
30 June, 2024



statement of financial position as at 30 June, 2024 and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. | have obtained all the information and explanations which to the best of my
knowledge and belief, were necessary for the purpose of the audit.

In my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Tharaka Nithi County Assembly Mortgage and Car Loan
Fund as at 30 June, 2024 and of its financial performance and its cash flows for the year
then ended, in accordance with International Public Sector Accounting Standards
(Accrual Basis) and comply with the Tharaka Nithi County Assembly Housing Fund
Regulations, 2018 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion
Long Overdue Loans

The statement of financial position reflects long term receivables from exchange
transactions amounting to Kshs.97,353,298 as disclosed in Note 4 to the financial
statements. The amount includes previous year's accrued principal loans amounting to
Kshs.6,718,521 in respect to car loan and mortgage for three (3) members of staff who
are no longer in employment. However, as previously reported, no provisions have been
made for bad and doubtful debts and there was no evidence of follow-ups on outstanding
loans through demand notes. Further, there were no documentary evidence to confirm
the staff signed letters authorizing board to sell property in case of default.

In the circumstances, the existence and recoverability of the long-term receivables from
exchange transactions amount of Kshs.6,718,521 could not be confirmed.

The audit was conducted in accordance with International Standards for Supreme Audit
Institutions (ISSAIs). | am independent of the Tharaka Nithi County Assembly Mortgage
and Car Loan Fund Management in accordance with ISSAI 130 on the Code of Ethics. |
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. | believe that the audit evidence | 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 in the year under review.

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
30 June, 2024
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Other Matter

Unresolved Prior Year Matters

In the audit report of the previous year, several issues were raised under the Report on
Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources. However, Management has not provided an explanation of how the issues
were resolved.

Other Information

The Management is responsible for the other information set out on page iii to xviii which
comprise of project information and overall performance, statement of performance
against Fund’s predetermined objectives, environmental and sustainability reporting and
statement of project's Management responsibilities. The Other Information does not
include the financial statements and my audit report thereon.

In connection with my audit on the Tharaka Nithi County Assembly Mortgage and Car
Loan Fund financial statements, my responsibility is to read the other information and in
doing so, consider whether the other information is materially inconsistent with the
financial statements or my knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work | have performed, | conclude that there is a
material misstatement of this other information and | am required to report that fact. |
have nothing to report in this regard.

My opinion on the financial statements does not cover the Other Information and
accordingly, | do not express an audit opinion or any form of assurance conclusion
thereon.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN THE USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the effect of the matters described in the Basis for Conclusion on
Lawfulness and Effectiveness in the Use of Public Resources section of my report, |
confirm that nothing else has come to my attention to cause me to believe that public
resources have not been applied lawfully and in an effective way.

Basis for Conclusion
1. Failure to Prepare Separate Financial Statements

As previously reported, the financial statements provided for audit has reported on both
Tharaka Nithi County Assembly Housing Fund and Tharaka Nithi County Assembly Car
Loan (Members) Scheme Fund which are established under separate regulations. This
is contrary to Regulation 18(1)(d) of the Tharaka Nithi County Assembly Housing Fund
Regulations, 2018 and Regulation 17(1)(d) of the Public Finance (Tharaka Nithi County

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
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Assembly Car Loan (Members) Scheme Fund) Regulations, 2022 respectively which
requires the officer administering the Fund to prepare, sign and transmit to the Auditor-
General in respect of each financial year, a statement of accounts relating to the Fund.

In the circumstances, Management was in breach of the law.
2. Failure to Register Charge on Properties

The statement of financial position reflects balance of outstanding loan disbursed to
members and staff totaling to Kshs.97,353,298 as disclosed in Note 4 to the financial
statements. However, review of loan records revealed that there was no documentary
evidence in support of registered charges on properties acquired through the loan. This
is contrary to Regulation 15.(1) of the Tharaka Nithi County Assembly Housing Fund
Regulations, 2018, which requires that management of Fund shall register a charge on
any property financed through a loan granted under these regulations and such charge
shall impose an obligation on the charge not mortgage, charge, surrender the lease or
sell or agree to sell or part with possession of the charged property or any part thereof
without the prior written consent of the Board.

In the circumstances, Management was in breach of the law.

3. Failure to take Mortgage Protection and Fire Policy on Loans

The statement of cash flows reflects loan disbursements amounting to Kshs.35,489,571.
The amount represents the total loans disbursed to the Members of County Assembly
and staff of the Assembly. However, the loan beneficiaries did not take and maintain a
mortgage protection insurance policy and fire insurance policy. This is contrary to
Regulation 16(1) of the Tharaka Nithi County Assembly Housing Fund Regulations, 2018
which requires a borrower to take and maintain a mortgage protection policy and fire
policy with an insurance firm approved by the Board, the cost of which shall be paid out
of the Fund and debited in the borrower’s account. Further, no documentary evidence in
support of registered charges on properties acquired as required by Regulation 15 of the
Public Finance Management (Tharaka Nithi County Assembly Housing Fund)
Regulations, 2018.

In the circumstances, the Fund may be exposed in event of occurrence of the risk and
Management is in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that |
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. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
30 June, 2024
4



REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, except for the effect of the matters described in the Basis for
Conclusion on Effectiveness of Internal Controls, Risk Management and Governance
section of my report, | confirm that nothing else has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Ineffective Internal Audit Function

As previously reported, although the Internal Audit Department was inexistence at the
County Assembly level, there were no approved internal audit charter, audit plan and
audit reports on areas reviewed by the internal audit in respect to the fund during the year.
In the circumstances, the assurance on effectiveness and efficiency of the internal
controls in respect to the operations of the fund is in doubt.

2. Irregular Interest on Car Loans and Mortgages of 3.5% Instead of 3%

Review of loan records revealed that management was charging an interest rate of 3.5%
on loan repayments. However, this rate was higher than the maximum threshold of 3%
as prescribed by Salaries and Remuneration Commission and the guiding regulations.
This is contrary to Regulation 14.(1) of the Tharaka Nithi County Assembly Housing Fund
Regulations, 2018 which require that the interest chargeable on a loan shall be three per
centum per annum on a monthly reducing balance for the duration of the loan.

In the circumstances, effectiveness of internal controls could not be confirmed.

3. Use of Manual System in Loan Calculations

As reported in the previous years, Management still maintains manual accounts for each
member using Microsoft excel worksheet instead of a loan management software. The
use of the manual system requires manual calculation of interest and loan balances by
the human resource officers and constant monthly and/or annual updates of the data
which could be prone to human error and manipulation contrary to Section 110(1)(2) of
the Public Finance Management (County Governments) Regulations, 2015 which states
that the Accounting Officer for a county government entity shall institute appropriate
access controls needed to minimize breaches of information confidentiality, data integrity
and loss of business continuity. Further, access controls to be instituted shall include (d)
use of multi-factor authentication including standardization of user primary identity linked
to national identification numbers, payroll numbers and assigned responsibilities.

In the circumstances, the Individual members accounts may easily be manipulated and
may lead to misstatements in the financial statements or loss/ misappropriation of the
Fund's assets.

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
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The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that | plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk Management and overall governance
were operating effectively in all material respects. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and the Fund Administration Committee

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

In preparing the financial statements, Management is responsible for assessing the
Fund’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless Management
is aware of the intention 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.

In 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
comply with the authorities which govern them and that public resources are applied in
an effective way.

The Fund Administration Committee is responsible for overseeing the fund'’s financial
reporting process, reviewing the effectiveness of how Management 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

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Section 35 of the Public Audit Act, 2015 and the
International Standards for Supreme Audit Institutions (ISSAIls). The standards require
that, in conducting the audit, | obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor’s report that includes my opinion in accordance with Section 48
of the Public Audit Act, 2015. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with IFPP will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and
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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.

In conducting the audit, Article 229(6) of the Constitution also requires that | express a
conclusion on whether or not in all material respects, the activities, financial transactions
and information reflected in the financial statements are in compliance with the authorities
that govern them and that public resources are applied in an effective way. In addition, |
consider the entity's control environment 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, 2015.

Further, | am required to submit the audit report in accordance with Article 229(7) of the
Constitution.

Detailed description of my responsibilities for the audit is located at the Office of the

Auditor-General's website at: https://www.oagkenya.qo.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

~
FCPA'Nancy Ga CBS

AUDITOR-GENERAL

Nairobi

24 December, 2024

Report of the Auditor-General on Tharaka Nithi County Assembly Mortgage and Car Loan Fund for the year ended
30 June, 2024
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Tharaka Nithi County Assembly Car loan and Mortgage Fund
Annual Report and Financial Statements for the year ended June 30, 2024

9. Statement of Financial Performance for the Year Ended 30™ June 2024

>

[

Description : Note FY 2023-24 | FY 2022-23

Kshs Kshs
Revenue From Exchange Transactions
Interest Income 1 3,829,473 2,763,848
Total Revenue 3,829,473 2,763,848
Expenses
Use of goods and services 2 3,020,309 1,866,047
Total Expenses 3,020,309 1,866,047
Surplus/(Deficit) for the Period 809,164 ' | 897,801

Name: Amos Kiangwe Sikweya Name: Polly Kagendo Mbae
Administrator of the Fund ’ Fund Accountant
ICPAK Member Number: 18586

}
g



}

L |

Tharaka Nithi County Assembly Car loan and Mortgage Fund
Annual Report and Financial Statements for the year ended June 30, 2024

10: Statement of Financial Position as at 30 June 2024

Description Note FY 2023-24 | FY 2022-23
Kshs Kshs

Assets
Current Assets
Cash and Cash Equivalents 3 129,893 91,680
Current Portion ofI‘,ong- Term Receivables From 4 5,906,985 3,721,661
Exchange Transactions
Total current assets 6,036,878 3,813,341

il y
Non-Current Assets
Long Term Receivables from Exchange Transactions 4 97,353,298 | 98,767,672
Total non- current assets 97,353,298 | 98,767,672
Total Assets (A) 103,390,176 | 102,581,012
Represented By: 1 }
Revolving Fund .| 86,974,460 | 86,974,460
Reserves . . )
Accumulated Surplus 16,415,716 | 15,606,552
Net Assets 103,390,176 | 102,581,012

7
i

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 27" August, 2024

and signed by:

.e YT s e s T vraags s eeen e
Name: Kagendo Mbae
Fund Accountant

ICPAK Member Number: 18586

Administrator of the Fund

o
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Annual Report and Financial Statements for the year ended June 30, 2024

11. Statement of Changes in Net Assets for the year ended 30" June 2024

L
Revaluation

Accumulated

i Revolvin

esmpion Fund ’ Reserve surplus Total

Kshs Kshs Kshs
Balance As At 1 July 2022 56,974,460 14,708,751 71,683,211
Surplus/(Deficit) For the Period 897,801 897,801
Funds Received During the 30,000,000 30,000,000
Year
Transfers -
Prior year Adjustments =
Balance As At 30 June 2023 86,974,460 | - 'l 15,606,552 102,581,012
Balance As At 1 July 2023 86,974,460 | - 15,606,552 102,581,012
Surplus/(Deficit) For the Period 809,164 809,164
Funds Received During the )
Year
Transfers 1 \ -
Revaluation Gain -
Balance As At 30 June 2024 86,974,460 | - 16,415,716 - 103,390,176




Tharaka Nithi County Assembly Car loan and Mortgage Fund
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12. Statement of Cash Flows for the Year Ended 30 June 2024

FY 2023-24

Description Note FY 2022-23
Kshs Kshs
Cash flows from operating activities
Receipts
Interest received 1
3,389,310 2,763,848
Total receipts
3,389,310 2,763,848
Payments
Fund administration expenses 2 '
(3,020,309) | (1,866,047)
Net cash flows from operating activities
369,001 897,801
Cash flows from investing activities |
Proceeds from loan principal repayments
: 35,489,571 | 29,663,610
Loan disbursements paid out (35,820,359)
(102,527,749)
Net cash flows used in investing activities (330,788) (72,864,206)
Cash flows from financing activities ‘
Proceeds from revolving fund receipts
30,000,000
Net cash flows used in financing activities
- 30,000,000
Net increase/(decrease) in cash & cash
Equivalents 38,213 (41,966,405)
Cash and cash equivalents at 1 July 3
91,680 42,058,084
Cash and cash equivalents at 30 June 3
129,893 91,680
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13. Statement of Comparison of Budget and Actual Amounts for the Period 2024

e=(c-d)

f=d/c*100

Total Expenditure

Surpliis For the Period

B et bl b s

- [3,500,000  |3,20309

69,

25,

—_—

a C=(a+b)
Revenue
Interest Income 3,500,000 3,500,00 3,389,310 1107,690 97%
Total Income ' 89,310 97%
Expenses i
FFund Administration Expenses 3,500,000 3,020,309 479,691 86%
3,500,01 ) 36 : 86%

1




Tharaka Nithi County Assembly Car loans & Mortgage Fund
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14. Notes to the Financial Statements &

Significant Accounting Policies

1. General Information

Tharaka Nithi County Assembly Carloan and Mortgage Fund is established by and derives its
authority and accountability from Public Finance Management Act 2012. The fund is wholly
owned by the Tharaka Nithi County Government and is domiciled in Kenya. The entity’s
principal activity is to disburse loans to the members of Tharaka Nithi County Assembly to

facilitate them acquire residential property (mortgage) and motor vehicles (carloan).

2. Statement of compliance and basis of preparation

The Fund’s financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Stand‘ards (IPSAS). The financial statements are
presented in Kenya shillings, which is the functional and reporting currency of the Fund. 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 direct methc}d. Th;e financial statements are prepared on

accrual basis.

3. Adoption of new and revised standards

(i) New and amended standards and interpretations in issue but not yet effective in the
year ended 30 June 2024

Standard Effective date and impact:

IPSAS 43 Applicable I'" January 2025

The standard sets out the principles for the recognition, measurement, presentation,
and disclosure of leases. The objective is to ensure that lessees and lessors provide
relevant information in a manner that faithfully represents those transactions. This
information gives a basis for users of financial statements to assess the effect that
leases have on the financial position, financial performance and cashflows of an
Entity.

The new standard requires entities to recognise, measure and present information on
right of use assets and lease liabilities.

IPSAS 44: Applicable I January 2025

Non- Current | The Standard requires, - .

Assets Held | Assets that meet the criteria to be classified as held for sale to be measured at the
for Sale and |lower of carrying amount and fair value less costs to sell and the depreciation of such
assets to cease and:




e
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Discontinued
Operations

Assets that meet the criteria to be classified as held for sale to be presented separately
in the statement of financial position and the results of discontinued operations to be
presented separately in the statement of financial performance.

IPSAS 45-
Property Plant
and
Equipment

Applicable I January 2025

The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS 45 has
additional guidance/ new guidance for heritage assets, infrastructure assets and
measurement. Heritage assets were previously excluded from the scope of IPSAS 17
in IPSAS 45, heritage assets that satisfy the definition of PPE shall be recognised as
assets if they meet the criteria in the standard. IPSAS 45 has an additional application
guidance for infrastructure assets, implementation guidance and illustrative
examples. The sta]ndard has clarified existing principles e.g valuation of land over or
under the infrastructure assets, under- maintenance of assets and distinguishing
significant parts of infrastructure assets.

IPSAS 46
Measurement

Applicable I January 2025
The objective of this standard was to improve measurement guidance across IPSAS
by:
i.Providing further detailed guidance on the implementation of commonly
used measurement bases and the circumstances under which they should
be used.
ii.Clarifying transaction costs guidance to enhance consistency across
IPSAS;
iii.Amending where appropriate guidance across IPSAS related to
measurement at recognition, subsequent measurement and measurement
related disclosures.
The standard also introduces a public sector specific measurement bases called the
current operational value.

IPSAS 47-
Revenue

Applicable I January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions, IPSAS 11
Construction contracts and IPSAS 23 Revenue from non- exchange transactions.
This standard brings all the guidance of accounting for revenue under one standard.
The objective of the standard is to establish the principles that an entity shall apply
to report useful information to users of financial statements about the nature, amount,
timing and uncertainty of revenue and cash flow arising from revenue transactions.

IPSAS 48-
Transfer
Expenses

Applicable I'' January 2026

The objective of the standard is to establish the principles that a transfer provider
shall apply to report useful information to users of financial statements about the
nature, amount, timing and uncertainty of expenses and cash flow arising from
transfer expense transactions. This is a new standard for public sector entities geared

to provide guidance to entities that provide transfers on accounting for such
transfers.

IPSAS 49-
Retirement

Benefit Plans

Applicable I’ January 2026

The objective is to prescribe the accounting and reporting requirements for the public
sector retirement benefit plans which provide retirement to public sector employees
and other eligible’participants. The standard sets the financial statements that should
be presented by a‘retirement benefit plan.
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>

(i) Early adoption of standards

The Entity did not early — adopt any new or amended standards in the financial year or the entity
adopted the following standards early (state the standards, reason for early adoption and
impact on entity’s financial statements.)

e
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1. Summary of Significant Accounting Policies
: ‘
a) Revenue recognition

i. Revenue from non-exchange transactions
Transfers from other government entities

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

ii. Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the Entity’s
right to receive payments is established.

B ] !
Rental income

Rental income arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget for FY 2023/24 was approved by the County Assembly on 27" July 2023.
Subsequent revisions no additional appropriations were made to the approved budget.

The 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 financial 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 reclassified by presentation to be on the same
basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

9
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Summary of Significant Accounting Policies (Continued)

In addition to the Basis difference, adjustments to amounts in the financial statements are also
made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section - of these financial statements.

¢) Property, plant and equipment

All property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced
at intervals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the
recognition criteriatare satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

a) Intangible Assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a rlon-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

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

b) Investment property

Investment properties are measured initially at cost, including transaction costs. 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 costs 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
an year period or investment property is measured at fair value with gains and losses
recognised through surplus or deficit.(entity to amend appropriately) Investment properties
are derecognized either when they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit or service potential is
expected from its disf)os&l.' The difference between the net disposal proceeds and the carrying
amount of the asset s recognized in the surplus or deficit in the period of de-recognition.
Summary of Significant Accounting Policies (Continued)

=
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¢) _ Financial instruments .

L g 3 L
IPSAS 41 addresses the classification, measurement and de-recognition of financial assets and
financial liabilities, introduces new rules for hedge accounting and a new impairment model
for financial assets. The entity does not have any hedge relationships and therefore the new
hedge accounting rules have no impact on the Company’s financial statements. (amend as
appropriate). A financial instrument is any contract that gives rise to a financial asset of one
entity and a financial liability or equity instrument of another entity. At initial recognition, the
entity measures a financial asset or financial liability at its fair value plus or minus, in the case
of a financial asset or financial liability not at fair value through surplus or deficit, transaction
costs 'that are directly attributable to the acquisition or issue of the financial asset or financial
liability.

Financial assets

Classification of financial assets

The éntity classifies its financial assets as subsequently measured at amortised cost, fair value
through net assets/ equity or fair value through surplus and deficit on the basis of both the
entity’s management model for financial assets and the contractual cash flow characteristics of
the financial asset. A financial asset is measured at amortized cost when the financial asset is
held within a management model whose objective is to hold financial assets in order to collect
contractual cash flows and the contractual terms of the financial asset give rise on s eciﬁcjad
dates to cash flows that are solely payments of principal and interest on the principal
outstanding. A financial asset is measured at fair value through net assets/ equity if it is held
within the management model whose objective is achieved by both collecting contractual
cashflows and selling financial assets and the contractual terms of the financial asset give rise
on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding. A financial asset shall be measured at fair value through surplus
or deficit unless it is measured at amortized cost or fair value through net assets/ equity unless
an entity has made irrevocable election at initial recognition for particular investments in equity
instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial
assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain
criteria being met.
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Summary of Significant Accounting Policies (Continued) -
b 3

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value
through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that
is subsequently measured at amortized cost and is not part of a hedging relationship is
recognized in profit or loss when the asset is de-recognized or impaired. Interest income from
these financial assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity ]

Financial assets that are held for collection of contractual cash flows and for selling the
financial assets, where the assets’ cash flows represent solely payments of principal and
interest, are measured at fair value through net assets/ equity. Movements in the carrying
amount are taken through net assets, except for the recognition of impairment gains or losses,
interest revenue and foreign exchange gains and losses which are recognized in surplus/deficit.
Interest income from these financial assets is included in finance income using the effective
interest rate method..

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through netassets/
equity gre measured at fair value through surplus or deficit. A business model where the entity
manages financial assets with the objective of realizing cash flows through solely the sale of
the assets would result in a fair value through surplus or deficit model.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the
year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss (‘ECL’) associated
with its financial assets carried at amortized cost and fair value through net assets/equity. The
entity recognizes a loss allowance for such losses at each reporting date.
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Summary of Significant Accounting Policies (Continued)
Financial liabilities
Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss.

d) Inventories

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. ! \

Costs incurred in bringing each product to its present location and conditions are accounted for,
as follows:

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

» Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

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 a
' 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 coufse of operations, less
the estimated costs of completion and the estimated costs necessary to make the sale, exchange,
or distribution. Inventories are recognized as an expense when deployed for utilization or
consumption in the ordinary course of operations of the Entity.

e) Provisions

Provisions are recognized when the Entity has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
or service potential will be required to settle the obligation and a reliable estimate can be made
of the amount of the obligation. Where the Entity expects some or all of a provision to be
reimbursed, for example, under an insurance contract, the reimbursement is recognized as a
separate asset only when the reimbursement is virtually certain. The expense relating to any
provision is presented in the statement of financial performance net of any reimbursement.

f) Social Benefits

Social benefits are cash transfers provided to 1) specific individuals and / or households that
meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit
scheme at the same time that it recognises a liability. The liability for the social benefit scheme
1s measured at the best estimate of the cost (the social benefit payme,]ms) that the entity will
incur in fulfilling the present obligations represented by the liability.
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Summary of Significant Accounting Policies (Continued) -

C}

2) Contingent liabilities

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

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset whose
existence is contingent on the occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Entity in the notes to the financial statements.
Contingent assets are assessed continually to ensure that developments are appropriately
reflected in the financial statements. If it has become virtually certain that an inflow of
economic benefits or service potential will arise and the asset’s value can be measured reliably,
the asset and the related revenue are recognized in the financial statements of the period in
which the change occurs.

h) Nature and purpose of reserves

The Entity ¢reates and maintains reserves in terms of specific requirements. Entity to state the
reserves maintained and appropriate policies adopted.

') Changes in accounting policies and estimates |

The Entity recognizes the effects of changes in accounting policy retrospecnv’ely. The effects
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

j) Employee benefits — Retirement benefit plans

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

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.
The defined benefit funds 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 participating employers. The contributions and lump
sum payments reduce the post-employment benefit obligation.
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Summary of Significant Accounting Policies (Continued) _

L
k) Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the transaction. Trade creditors or debtors denominated in foreign currency are
reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange differences arising from the settlement of creditors, or from the reporting
of creditors at rates different from those at which they were initially recorded during the period,
are recognized as income or expenses in the period in which they arise.

1) 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 of
financial performance.

m) Related parties

The Entity regards a related party as a person or an entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Entity, or vice versa.
Members of key management are regarded as related parties and comprise the directors, the
CEO and senior managers. 1 |
n) Cash and cash equivalents ’ “l
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 the Central Bank of Kenya and at
various commercial banks at the end of the financial year. For the purposes of these financial
statements, cash and cash equivalents also include short term cash imprests and advances to

authorised public officers and/or institutions which were not surrendered or accounted for at
the end of the financial year.

0) Comparative figures

Where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.
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Summary of Significant Accounting Policies (Continued) -
5. Significant judgments and sources of estimation uncertainty

The preparation of the Entity'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.

State all judgements, estimates and assumptions made e.g.
a) Estimates and assumptions —

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are described below. The Entity
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising beyond the control
of the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

b) Useful lives and residual values

1

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

» The condition of the asset based on the assessment of experts employed by the Entity

» The nature of the asset, its susceptibility and adaptability to changes in technology and
processes

» The nature of the processes in which the asset is deployed
» Availability of funding to replace the asset

» Changes in the market in relation to the asset

¢) Provisions

Provisions were raised and management determined an estimate based on the information
available.

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date and are discounted to present value where the effect
is material
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6. Notes to the Financial Statements Continued
1. Interest income

Description FY 2023-24 FY 2022-23
Kshs Kshs
Interest Income Received from Mortgage Loans 3,389,310 2,758,390
Interest Income Accrued 440163
Interest Income From Car Loans - 5,458
Total Interest Income 3,829,473 2,763,848
This is interest earned from loan repayment for the financial year. _ . .
2. Use of Goods and Services
Description FY 2023-24 FY 2022-23
Kshs Kshs
Professional Services Costs - 497,500
Committee Allowances 2,987,878 1,331,101
Bank Charges 32,431 37,446
Total 3,020,309 1,866,047
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3. Cash and cash equivalents

| Description FY 2023-24 FY 2022-23
Kshs Kshs
| Mortgage & Car Fund Account 129,892 85,508
] Mortgage & Car Repayment Account 1 6,171
Total Cash And Cash Equivalents 129,893 91,680
Detailed anaiysis of the cash and cash equivalents are as follows:
Financial Institution Account number | FY 2023-24 FY 2022-23
B Kshs Kshs
| a) Current Account
| Kenya Commercial bank(Fund) 1155825268 129,892 85,508
Kenya Commercial bank(Repayment) 1157609368 1 6,171
Grand Total 129,893 91,680
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4. Receivables from exchange transactions

Description FY 2023-24 FY 2022-23
Kshs Kshs
Current Receivables
Interest Receivable 440,163 341,325
Current Loan Repayments Due — 5,466,822 3,380,337
Total Cuzrent Receivables 5,906,985 3,721,661
Non-Current Receivables
Long Term Loan Repayments Due 97,353,298 98,767,672
Total Non- Current Receivables 97,353,298 98,767,672
Total Receivables From Exchange Transactions 103,260,283 102,489,333
Additional disclosure on interest receivable
Description FY 2023-24 FY 2022-23
Kshs Kshs
Interest Receivable
Interest receivable from current portion of long-term loans of previous years 461,800
Accrued interest receivable from of long-term loans of previous years 5,592 299,718
[nterest receivable from current portion of long-term loans issued in the current year
Current loan repayments due
Current portion of long-term loans from previous years 4,959,054
Accrued principal from long-terms loans from previous periods 40,376 6,718,521
Current portion of long-term loans issued in the current year

19
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5. Revolving Fund

Description

FY 2023-2024

FY 2022-2023

Kshs Kshs
Bal B/F 86,974,460 56,974,460
' Revolving Fund Receipts 30,000,000
Total Cash & Cash Equivalents 86,974,460 86,974,460
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