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1. Acronyms and Definition of Key Terms

A. Acronyms

ACTED Agency for Technical Cooperation and Development
ASAL Arid and Semi-Arid Lands

BOM Board of Management

CBK Central Bank of Kenya

CCCAP County Climate Change Action Plan

CEO Chief Executive Officer

CFA Community Forest Association

DG Director General

DRM Disaster Risk Management

ECL Expected Credit Loss

EMCA Environmental Management and Coordination Act
FAO Food and Agriculture Organization

FCDC Frontier Counties Development Council

FLOCCA Financing Locally-Led Climate Action Program
FY Financial Year

ICPAK [nstitute of Certified Public Accountants of Kenya
IMPACT [ndigenous Movement for Peace Advancement & Conflict Transformation
IPSAS [nternational Public Sector Accounting Standards
KFS Kenya Forest Service

KSH Kenya Shillings

MD Managing Director

NDMA National Drought Management Authority

NEMA National Environmental Management Authority
NRM National Resource Management

NT National Treasury

OAG Office of the Auditor General

OCOB Office of the Controller of Budget

OSHA Occupational Safety and Health Act of 2007

PCRA Participatory Climate Risk Assessment
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PFM Public Finance Management

PPE Property Plant & Equipment

PSASB Public Sector Accounting Standards Board
SAGAs Semi-Autonomous Government Agencies
SDG Sustainable Development Goals

SNV Netherlands Development Organization
SRC Salaries and Remuneration Commission
UNICEF United Nations Children's Fund

USAID US Agency for International Development
WARUA Water Resource User Association

WUA Water Users Association

B. Definition of Key Terms

Fiduciary Management - Members of Management directly entrusted with the entity's
financial resources.

Comparative Year- Means the prior period.

ii
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2.

a)

b)

<)

Key Fund information and management

Background information

Samburu County Executive Staff Mortgage (Members) Scheme Fund was established by and
derives its authority and accountability from Samburu County Executive Staff Mortgage
Scheme Fund Regulations, 2016. The Fund is wholly owned by the County Government of
Samburu and is domiciled in Kenya.

The Fund’s objective is to provide a loan scheme for the purchase, development, renovation or
repair of residential property by members of the scheme.

Principal Activities

The principal activity/mission/ mandate of the Fund is to provide loan facility to members. The
Fund is administered by the Fund Administrator. There is a committee charged with the
responsibility of processing loans from applicants in accordance with laid down approved
regulations, setting up a revolving Fund for the disbursement of loans, and supervising the day-
to-day operations of the Fund.

The fund administrator is responsible for the day-to-day operations.

Board of Trustees/Fund Administration Committee

SN | Position |

1 | Mr. Mike Lekadaa : Chair Person

2 | Mr. Samwel Saraphino Vice Chair Person
3 | Mr. Solomon Letirok Secretary

4 | Mr. Charles Lerantilei Member

S | Dr. Fred Ndeki Lekiluai Member

6 | Mr. Tyson Lemako Member

7 | Mrs. Rosemary Tenty Member

iv
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Key Fund and Information Management (Continued)

d) Key Management

g)

h)

SN Position

I | Mr, Mike Lekadas

Chair Person

2 | Mr. Samwel Saraphino

Vice Chair Person

3 CPA Solomon Letirok

Secretary

Fiduciary Oversight Arrangements

Position

1 Mr. Mike Lekadaa

Chair Person

2 Mr. Samwel Saraphino

Vice Chair Person

3 CPA Solomon Letirok

Secretary

Registered Offices

P.O. Box 3 — 20600

Samburu County Headquarters
Maralal-Nyahururu Road
Maralal, KENYA

Fund Contacts

Telephone: +254 065 62456, +254 65 62075
E-mail: info@samburu.go.ke
Website: www.samburu.go.ke

Fund Bankers

1. 1. Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya
2. Kenya Commercial Bank
P.O. BOX 260
Maralal, Kenya
Branch: Maralal
Account No. 1169663966
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Key Fund and Information Management (Continued)

i) Independent Auditor
Auditor-General
Oftice of The Auditor General
Anniversary Towers, University Way
P.O. Box 30084
GPO 00100
Nairobi, Kenya

j) Principal Legal Adviser
The Attorney General
State Law Office and Department of Justice
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya

vi
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3. The Board of Trustees/ Fund Administration Committee

5 h.si»ﬁl\ 'g‘jf‘q'pj&ji ifications and experience

Mike Lekadaa born in 1984, is a highly motivated
and dedicated professional with a strong
educational background in criminology and
forensic investigation. He holds a Bachelor of
Arts (B.A.) in Criminology from Egerton
University, where he developed a deep
understanding of the social and psychological
factors influencing criminal behaviour, as well as
the broader criminal justice system.

In addition, Mike has earned a Diploma in
Forensic and Criminal Investigations from the
same University. He brings vast experiences from
both private and public sector. He is currently the
chief officer for Lands and Physical Planning at
Samburu County Government.

He was appointed to the Committee in September
2022.

2. Mr. Samwel Sarafino

5 R 2N BRI 7~ R
Rl pgd

Mr. Samuel Sarafino Lasanguruguri born in
1970, holds a Bachelor degree in education-
special needs, a Diploma in special education
and a continuing Masters student in Education
Management and Planning. He has Served in the
Ministry of Education as an Assistant director of
education, managed education projects and
programs, Trainer of trainers in community lead
programs. Trainer of facilitators in partners lead
programs. Children rights advocate and
community mobilizer. Extensive experience in
teaching career. He is currently the chief officer
for public works.

He was appointed to the Committee in
September 2022.
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3. Mr. Solomon Letirok

Mr. Letirok Salaine Solomon born in 1979, has
extensive experience in public finance with
emphasis on Internal audit, financial
management, Performance audit and Risk
management.

He is a Certified Accountant, and a member of
the institute of Certified Public Accountants of
Kenya(ICPAK) and Institute of Internal
Auditors Kenya. He holds a bachelor’s degree in
Business Management (Accounting option).

He has experience in the Kenyan public service
at both the national government and county
levels. Held supervisory/managerial positions
while working at National Treasury in different
capacities and within the County Government of
Samburu and is presently Chief Officer Finance.

He was appointed to the Committee in
September 2022.

4. Mr. Charles Lerantilei

Charles Lerantilei born in 1985, is a dynamic
professional with a solid educational foundation
and extensive expertise in Community
Development and Project Management. He
holds a Bachelor of Science (BSc) in
Community Development from Laikipia
University, which has provided him with a
comprehensive understanding of the socio-
economic, cultural, and environmental factors
that shape communities.

He is also currently pursuing a master’s degree
in Project Planning and Management from
Mount Kenya University. He has been a project
coordinator for various organization such as
Child fund, AMREF and world vision. He is
currently the Chief Officer for irrigation and
fisheries at the Samburu County Government.

He was appointed to the Committee in
September 2022.
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5. Dr. Fredrick Ndeki Lekilq i

T

Dr. Fredrick Ndeki Lekiluai born in 1978, is the
current chief officer of heath — Public Health and
Sanitation in Samburu County Government.

He is a health professional who has a rich
experience in health administration & health
care financing. He previously Served as the sub-
county Medical Officer — Samburu East.

He is a graduate of Bachelor of Medicine &

Bachelor of Surgery, in addition he also holds a
higher diploma in Lung &Skin diseases. He was
appointed to the Committee in September 2022.

Mr. Lemako Tyson born in 1974, is currently the
Chief Officer in Department of Skills
Development & Vocational Training. He holds
BSc Degree in Agricultural Educational &
Extension from Egerton University. Awaiting
graduation for MSc in Agriculture and Rural
Development. He brings a wealth of experience
as a Former High Principal and Director of
Agriculture. He has attended several Managerial
Courses in Kenya School of Government SMC
and SLDP. He was appointed to the Committee
in September 2022.

7. Mrs. Rosema

ry Tenty

Mrs Rosemary Tenty born in 1969, holds a
bachelor’s degree in Education from Kenyatta
University. She has taught and headed several
schools in Samburu and Kajiado counties. She
has also worked in Samburu county as a CEC
for two years. Currently, she is the Chief Officer
for Gender, Social Services and Culture. She

was appointed to the Committee in September
2022.
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4. Management Team

“Details of qualifications and experience

Mike Lekadaa born in 1984, is a highly motivated
and dedicated professional with a strong
educational background in criminology and
forensic investigation. He holds a Bachelor of
Arts (B.A.) in Criminology from Egerton
University, where he developed a deep
understanding of the social and psychological
factors influencing criminal behaviour, as well as
the broader criminal justice system.

In addition, Mike has earned a Diploma in
Forensic and Criminal Investigations from the
same University. He brings vast experiences from
both private and public sector. He is currently the
chief officer for Lands and Physical Planning at
Samburu County Government.

He was appointed to the Committee in September
2022.

9. Mr. Samwel Sarafino Mr. Samuel Sarafino Lasanguruguri born in

. . ST 1970, holds a Bachelor degree in education-
special needs, a Diploma in special education
and a continuing Masters student in Education
Management and Planning. He has Served in the
Ministry of Education as an Assistant director of
education, managed education projects and
programs, Trainer of trainers in community lead
programs. Trainer of facilitators in partners lead
programs. Children rights advocate and
community mobilizer. Extensive experience in
teaching career. He is currently the chief officer
for public works.

He was appointed to the Committee in
September 2022.
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10. Mr. Solomon Letirok

Mr. Letirok Salaine Solomon born in 1979, has
extensive experience in public finance with
emphasis on Internal audit, financial
management, Performance audit and Risk
management.

He is a Certified Accountant, and a member of
the institute of Certified Public Accountants of
Kenya(ICPAK) and Institute of Internal
Auditors Kenya. He holds a bachelor’s degree in
Business Management (Accounting option).

He has experience in the Kenyan public service
at both the national government and county
levels. Held supervisory/managerial positions
while working at National Treasury in different
capacities and within the County Government of
Samburu and is presently Chief Officer Finance.

He was appointed to the Committee in
September 2022.

11. Mr. Charles Lerantilei

Charles Lerantilei born in 1985, is a dynamic
professional with a solid educational foundation
and extensive expertise in Community
Development and Project Management. He
holds a Bachelor of Science (BSc) in
Community Development from Laikipia
University, which has provided him with a
comprehensive understanding of the socio-
economic, cultural, and environmental factors
that shape communities.

He is also currently pursuing a master’s degree
in Project Planning and Management from
Mount Kenya University. He has been a project
coordinator for various organization such as
Child fund, AMREF and world vision. He is
currently the Chief Officer for irrigation and
fisheries at the Samburu County Government.

12. Dr. Fredrick Ndeki Lekiluai

L PN 2

Dr. Fredrick Ndeki Lekiluai born in 1978, is the
current chief officer of heath — Public Health and
Sanitation in Samburu County Government.

He is a health professional who has a rich
experience in health administration & health
care financing. He previously Served as the sub-
county Medical Officer — Samburu East.

He is a graduate of Bachelor of Medicine &
Bachelor of Surgery, in addition he also holds a
higher diploma in Lung &Skin diseases.
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He was appointed to the Committee in
September 2022.

13. Mr. Tyson Lemako Mr. Lemako Tyson born in 1974, is currently the

‘ D Chief Officer in Department of Skills
Development & Vocational Training. He holds
BSc Degree in Agricultural Educational &
Extension from Egerton University. Awaiting
graduation for MSc in Agriculture and Rural
Development. He brings a wealth of experience
as a Former High Principal and Director of
Agriculture. He has attended several Managerial
Courses in Kenya School of Government SMC
and SLDP. He was appointed to the Committee
in September 2022.

14. Mrs. Ros
Tk s

v

emary Tenty Mrs Rosemary Tenty born in 1969, holds a

o - bachelor’s degree in Education from Kenyatta
University. She has taught and headed several
schools in Samburu and Kajiado counties. She
has also worked in Samburu county as a CEC
for two years. Currently, she is the Chief Officer
for Gender, Social Services and Culture. She
was appointed to the Committee in September
2022.
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5. Chairman’s Report

I would like to thank members of stalY involved in the day to day operations of the Fund that

include the payroll stall, Fund Accountant and the reporting unit of the County Treasury. | take
spectal notice that tinancial reports tor this fund have been continuously done on monthly basis
in the last financial vear, accurate financial standing trom wheree future decisions will be based

On.
No new loans were issued during the Financial Year ended June 2025,

From these Financial Reports, we noted the following challenges;
*  Onovenll total acerued principal and interest to date amounts to KES  76.200.039 being
an werease from the amount of KES 55,869,244 reported at the close of last Financial
Year.

o 35% of Members that initially benefitted did not make any repayments for their loan in
10/,

FY 2024725, This is an improvement from last year's 63%.

Finally, [ therefore take this opportunity to thank the members of staff who have been
instrumental in the day to day running of the Fund and the County Treasury Management for
giving us the opportunity to administrate the Fund.

Name: Mike Lekada Signature....

Chairperson of the Board/Fund

T
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6. Report of the Fund Manager/ Administrator

On behalt of the Commuttee charged with administration of Samburu County Executive Stafr
Morgage (Members) Scheme Fund, [would like to take this carly opportunity to register my
deep appreciation to all the stakeholders that have undertaken any function or task in the
management of this Fund in the tinancial year ended June 2028,

[he reporting team has been in a position to generate monthly financial reports that have kept
management of the fund abreast with current Ginancial information of the fund. Just like we had
wdicated last financial y ear, the committee still needs to intensify its meetings in order to address
isues that come up on timely basis,

Key implementation challenges noted in the year include;
¢« Lower than expected threshold on repayments by beneficiaries in prior periods. While the

commitice put up some eflorts in recovery process, not much was achieved so far since

this is an on-going process. _

Some of our fornmer stafl members whose employment were temminated for one reason or

the other have stopped making monthly repayments. The committee will keep pursucing

the defaulters by serving them with demand letters before engaging other recovery
measures.

*  Use of manual excels in generation of reports — This has been possible due to the few
number of beneficiaries but this may not be feasible in future. The Fund had initiated the
process of procurement an accounting system for the fund and we are glad the system is
currently in its testing stage.

¢ Funds borrowed to implement county activities amount to KSH 24,631,070 needs to be
repaid back to the Fund account. The mentioned amount represents the sum total of
withdrawals done from the fund's bank account during periods of extreme cash
unavailability to facilitate urgent activities that were time bound. Nonetheless, Samburu
County Executive has made good its earlicr promise to reduce the amounts outstanding
by remitting a total of KES 7,765,893 by June 2025. However, an additional KES
18,022,000 was again lent out to the Executive in the same arrangement bringing total
outstanding amount to date to KES 24,631,070. The County Executive will make
arrangements to scttle the entire amount in this financial year.

Having identified the mentioned gaps and with measures already put in place, the Fund is ina
better place relative to prior periods.

In conclusion, [ would like to thank all the stakeholders who have contributed positively to the
wellbeing of the fund and it is my hope that we will be able to continue to serve with the same
spirit going into the future in order 1o ensure that the intent and objective of the scheme come to
fruition.

Sizned: m ’

Soloman | etirok

NN
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7. Statement of Performance Against Predetermined Objectives

Right from its commencement, the objective of Samburu County Executive Staff Mortgage
(Members) Scheme fund has always been to provide loan schemes for the purchase,
development, renovation or repair of residential property by members of the Scheme.

Up until June 2025, the Fund had disbursed a total of KSH 393,750,000 to sixty eight
members. One of the pre-requisites for members to qualify for loans has been submission of
residential building plans on bona-fide land ownership.

On repayments schedule, a total of KSH 159,102,978 had been repaid as of June 2025.
However, this was noted as an under repayment of KSH 55,869,244 majorly due to prior
years under recovery on all beneficiaries at the payroll level. Consequently, a few of former
employees stopped making their repayments shortly after they left employment. Lastly, three
of the most recent beneficiaries had not assumed repayments by the close of the Financial
Year.The Management Committee of the fund will deliberate on this and issue out its
recommendations.

XV
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8. Corporate Governance Statement

The top decision making organ charged with corporate governance with regards to the
management of Samburu County Executive Staff Mortgage (Members) Scheme Fund is the
Loans Management Committee. With its recent appointment, the Committee endeavours to
execute its mandate in line with the provisions of the Act.

The appointment of the Committee stems its authority from Samburu County Executive Staff
Mortgage Scheme Fund Regulations, 2016. This therefore means, members of the committee are
bound to hold office for the duration that they will be employed by Samburu County
Government as Chief Officers in the respective departments defined in the Act. This therefore
means should there be an occurrence either in form of dismissal or transfers to departments not
defined by the Act, they cease to be members of the Committee and the CEC member

automatically appoints a new office bearer to take up the vacant position in adherence with the
Act.

Members are expected to hold quarterly meetings or adhoc meetings should there arise an urgent
need to do so. Members require trainings on the administration of the fund especially at this

point when they are all newly appointed. Performance of members is expected to be in line with
the recommendations of the Act.

Should there be a conflict of interest in the execution of Committee duties, concerned members
are encouraged to declare the interest in writing and communicate the same to the Chairperson.
Members are expected to draw sitting allowances from the Fund commensurate with amounts
recommended by the SRC should there be meetings.

[t is the expectation of public, employer and all other stakeholders that members act impartially
and with decorum in the execution of their duties.

XVi
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9. Management Discussion and Analysis

According to management, the Fund has performed fairly well given the conditions that pre-
existed in the year.

A lot have been identified as challenges and the committee now that it has the mandate to
Operate will endeavour to bridge the gaps identified in order to improve the standing of fund
going into the future.

The committee does not have intentions to conduct investments or implement projects at this
point in time. The committee will continue to neutralize the challenges identified in order to
optimize its operational capacity and ensure that members’ confidence is built in the scheme.

The fund is governed by Samburu County Executive Staff Mortgage Scheme Fund Regulations,
2016 and will endeavour to comply with the Act and other statutory requirements in execution of
its mandates.

The major risk that the Fund faces is risk of defaults as a result of members who may no longer

be in employment. Though these are covered by the collaterals provided at the point of loan
application.

Xvii
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10, Environmental And Sustainability Repaorting

Samburu County Water and Environment sector comprises Water and Sanitation: Environment;
Natural Resources and Energy. The sector is one of the key enablers towards the achievement of
Sustainable Development Goals (SDGs), specifically Goal 6: Ensure availability and sustainable
management of water and sanitation for ail; Goal 7: Ensure access lo affordable, reliabie,
sustainable and modern energy for all; Goal 13: Take urgent action to combat climate change and
its impacts; and Goal 15: Protect, restore and promote sustainable use of terrestrial ecosystems,
sustainably manage forests, combat desertification, and halt and reverse land degradation and halt
biodiversity loss. It is also an enabler in several other SDGs, Vision 2030 and Agenda 4 items.
The economy of Samburu County is highly dependent on livestock, agro-pastoralism and tourism
which is vulnerable to climate risks and shocks. The increasing frequency of extreme weather
events e.g. floods and droughts, poses challenge to sustainable socio-economic development. To
safeguard these development gains, the sector. in consultation with various stakeholders, has put in
place several adaptive mechanisms to mitigate negative impacts of the climate change to achieve
sustainable development. Samburu has demonstrated its commitment to climate action by enacting
legislations that are aligned to the national and international frameworks to ensure sustainable
development.

The Environmental Management and Coordination Act (EMCA) of 1999 (amended in 2015 to
align with the Kenya constitution, 2010) creates the County Environment Committee comprising,
inter alia, representatives of pastoralists within Samburu County. Further, the National
Environment Policy (2013) aims to a better quality of life for present and future generations (of all
Kenyans) through sustainable management and use of the country's environment and natural
resources. Its provisions most relevant to ASALs and rangelands are found in several sections such
as provisions for forest ecosystems, provision for ASALSs, provision for land resource, provision
for biodiversity and wildlife resources. and provision for livestock resources.

The County government has made efforts to formulate environmental policies and acts such as:
Samburu County Climate Change Policy. 2022; Sustainable Forest management and Tree
Growing Policy, 2022; Rangelands management and grazing Policy, 2022 as well as the Climate
Change Act, 2022. Samburu Climate Change Policy, in its policy objective number two highlights
the Strengthening of community resilience to enhance their adaptive capacities to climate change
and liveiihood diversification and further in objective six policy statement speaks of reducing
vulnerability of women to climate change impacts thus providing for policy framework to
assessment of climate Risks and women participation in climate change interventions. The
Samburu County act of 2022 on the other hand has the objective of anchoring the process that
ensures climate resilience is enhanced through development, management, implementation of

rlivvsnta anttane Tha At alen canl-o ¢
Citinatle aclions. (11 ACL &30 38CR5 WO P

otect the climate system for the benelit of the present and
future generations by supporting the national and international legislations and policies. With
regards Lo waste management, the county is yet to formulate county specific policy, however, the
National Environment policy of 2003 and the National Sustainable Waste Management policy of
2021 and Environmental Management and Coordination Act of 1999 (Revised in 2015) are

aufticient in euidine how waste management is manaeced and handled at the county.
g 2 & g 3

The sector has also conducted countywide Participatory Climate Risk Assessment (PCRA) whose
outcomes and recommendations has informed the development of a five-year County Climate
Change Action Plan (CCCAP) aimed at providing a clear and concise response priorities to
climate variability and change. With the climate change policy and the Action Plan in place, the
sector is focused on implementing key interventions that can help to achieve the goal of low

XVili
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carbon climate resilient development pathway. These efforts will go a long way in addressing
adverse effects of climate change cutting across key sectors that are important to the economy and
society: Environment, Water and Forestry; Agriculture, Livestock and bee keeping; Trade; Energy;
Physical [nfrastructure; Tourism; and Health.

These efforts have enabled the success of the sector in increasing county forest cover from 15.8%
t0 23.29% (KFS 2021) from tree planting initiatives and establishment of NRM institutions such as
Community [orest Associations (CFAs), Water Resource User Associations (WRUAs), Water
Users Associations (WUASs). These institutions are key in protection and management of fragile
ecosystems within the county. The sector has also secured material recovery sites in Wamba,
Suguta Marmar Archers Post and Maralal for proper solid waste management within major towns
in the county. Plans are also underway in the fencing of Kisima and Baragoi sites. We have also
rehabilitated 200 hectares ol degraded areas under vasive species on pilot basis Meibae and
West-Gate community conservancies and developed soil conservation structures (such as
gabions and terraces) to control soil erosion

XIX
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11. Report of The Trustees/ Fund Administration Committee

The Trustees/Fund Administration Committee submit their report together with the audited

financial statements for the year ended June 30, 2025, which show the state of the Fund’s affairs.
Principal activities

The principal activity of the Fund is issuance and management of mortgage loans to members of
staff.

feriormance

The results of the Fund for the year ended June 30, 2025 are set out on page |.

Trustees
The Loans Management Committee who served during the year are shown on page vii.

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.

By Order of the Board

Chair of the Board

XX
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12, Statement of Management’s Respaonsibilities

Section 84 (1) of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Administrator of a Fund established by Samburu County Executive Staff

v

010 shall prepare financial statements for the Fund in

~
/

Morigage Schene Fund Regulations,
accordance with the standards and formats prescribed by the Public Sector Accounting Standards

Board.

I'he Administrator of the bund is responsible for the preparation and presentation of the Fund's
tinancial 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, 2025. This responsibility includes: (i)maintaining
adequate financial management arrangements and ensuring that these continue to be eflective
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

o estimates that are reasonable in the circumstances.

(=

policies, and (vi)Making accountin

The Administrator of the Fund accepts responsibility for the Fund’s financial 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 Samburu County Executive Staff
Mortgage Scheme Fund Regulations, 2016. The Administrator of the Fund is of the opinion that the
I'und’s financial statements give a true and fair view of the state of Fund’s transactions during the
financial year ended June 30, 2024, and of the Fund’s financial nosition as at that date.

The Administrator turther confirm the completeness of the accounting records maintained for the
Fund. which have been relied upon in the preparation of the Fund’s financial statements as well as
the adequacy ot the systems ot internal tinancial control. [n preparing the linancial statements. the
Administrator of the Fund has assessed the Fund’s ability to continue as a going concern. 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.

XX
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Approval of the financial statements

The Fund s (inancial statements were approved by the Board on 30" August 2025 and signed on its

behalf by:

L S
7 -
Name: Mike Lekadaa Name: Solomon Letirok
Chairman of the Fund Fund Administrator

XX
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REPORT OF THE AUDITOR-GENERAL ON SAMBURU COUNTY EXECUTIVE STAFF
MORTGAGE (MEMBERS) SCHEME FUND FOR THE YEAR ENDED 30 JUNE, 2025

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 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;
and,

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 Samburu County Executive Staff
Mortgage (Members) Scheme Fund set out on pages 1 to 54, which comprise of the
statement of financial position as at 30 June, 2025 and the statement of financial

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
ended 30 June, 2025



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 effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Samburu County Executive Staff Mortgage
(Members) Scheme Fund as at 30 June, 2025 and 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 Samburu County Executive Staff
Mortgage (Members) Scheme Fund Act, 2023 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Unexplained Variance on Interest Income

The statement of financial performance reflects interest income for year 2023/2024 of
Kshs.6,956,049 while the corresponding Note 7 to the financial statements discloses
Kshs.6,583,787, resulting to unexplained variance of Kshs.372,262.

In the circumstances, the accuracy of the interest income of Kshs.6,956,049 could not be
confirmed.

2. Non-Performing Loans

The statement of financial position and Note 17 to the financial statements reflects current
receivables from exchange transactions of Kshs.54,532,005 and non-current receivables
from exchange transactions of Kshs.240,007,948, totalling Kshs.294,539,953. Included
in the balance is Kshs.14,218,327 relating to loans to beneficiaries who had defaulted on
both principal and interest payments for an extended period. Despite the loans being long
overdue, Management had not initiated any recovery actions. This is contrary to
Regulation 17 of the Public Finance Management Act (Samburu County Executive Staff
Mortgage Scheme Fund) Regulations, 2016 which states that the Committee may call in
a loan and in default sell the charged property by public auction or private treaty where
the borrower is in breach of the terms under the loan agreement or the covenant
contained in the charge of the mortgage instrument.

In the circumstances, the completeness and recoverability of the receivables totalling
Kshs.14,218,327 on defaulted loans could not be confirmed.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). | am independent of the Samburu County Executive Staff Mortgage
(Members) Scheme 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.

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
ended 30 June, 2025
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Emphasis of Matter
1. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects both final receipts
budget and actual amounts on comparable basis of Kshs.7,035,654, or 100% of the
budget funding. However, the Fund spent a balance of Kshs.4,122,109 against actual
receipts of Ksh.7,035,654, resulting to an under-absorption of Kshs.2,913,456, or 41% of
actual receipts.

The under-absorption affected the planned activities and may have impacted negatively
on service delivery to the public.

2. Unapproved Budget

The statement of comparison of budget and actual amounts reflects final revenue and
expenditure budget of Kshs.7,035,654 and Kshs.4,122,109 respectively. However, the
Fund’'s budget was not approved, contrary to Section 149(2) of the Public Finance
Management Act, 2012, which requires the Accounting Officer to prepare estimates of
the expenditure of the entity in conformity with strategic plan and submit the estimates of
an entity which is not a County Corporation to County Executive Committee Member for
Finance for approval by the County Executive Committee and subsequently by the
County Assembly.

In the absence of an approved budget, it was not possible to confirm whether the
expenditures were legitimate and aligned with the Fund’s objectives and Management
was in breach of the law.

My Opinion is not modified in respect of these matters.
Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the effects of the matters
described in the Basis for Qualified Opinion section, | have determined that there are no
other key audit matters to communicate in my report.

Other Matter
Unresolved Prior Year’s Matters

In the prior year’s audit reports, several issues were raised under the Report on Financial
Statements, Lawfulness and Effectiveness in Use of Public Resources, and Effectiveness
of Internal Controls, Risk Management and Governance, respectively. Review of the
status during audit of the Fund in 2024/2025 revealed that the following matters remained
unresolved;

Unsupported Expenditure on Employee Costs
Unsupported Cash and Cash Equivalents

Unsupported Receivables from Exchange Transactions
Non-Performing Loans

Unapproved Budget

Disbursement of Unsecured and Uninsured Loans

93 1 B LA DD
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7. Unauthorized Borrowing by the County Executive
8. Lack of a Risk Management Policy

Other Information

Management is responsible for the Other Information set out on page iv to xxi which
comprise of Key Entity Information and Management, Fund Administration Committee,
Management Team, Chairman’s Report, Report of the Fund Administrator, Statement of
Performance Against Predetermined Objectives, Corporate Governance Statement,
Management Discussion and Analysis, Environmental and Sustainability Reporting,
Report of the Fund Administration Committee and Statement of Management’s
Responsibilities. The Other Information does not include the financial statements and my
audit report thereon.

In connection with my audit on the Fund’s 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, | 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 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 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. Disbursement of Unsecured and Uninsured Loans

The statement of financial position and Note 17 to the financial statements reflects current
receivables from exchange transactions of Kshs.54,532,005 and non-current receivables
from exchange transactions of Kshs.240,007,948, totalling Kshs.294,539,953. Included
in the balance is Kshs.61,562,837 relating to loans disbursed to members of staff of the
Samburu County Executive that were granted without any form of collateral. Further, the
loans and mortgages issued to members were not covered by mortgage protection or fire
insurance policies as required under Regulation 16(1) of the Public Finance Management
(Samburu County Executive Staff Mortgage Scheme Fund) Regulations, 2016, which
states that a borrower shall take out and maintain a mortgage protection policy and a fire

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
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policy with an insurance firm approved by the Committee, the cost of which shall be borne
by the borrower.

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

2. Unauthorized Borrowing by the County Executive

The statement of financial position and Note18 to the financial statements reflects
receivables from non-exchange transactions balance of Kshs.24,631,070, being
outstanding loan balances from the County Executive of Samburu. As previously
reported, the balance relates to cash withdrawals made from the Fund’s bank account,
for which supporting documentation was not provided for audit review. Further, the
withdrawals were not approved by the County Assembly, contrary to Section 142 of the
Public Finance Management Act, 2012, which requires that County Government entities
seek the authority of the County Assembly to borrow cash on a short-term basis for cash
management purposes only and ensure that the money borrowed is repaid within a year
from the date on which it was borrowed.

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

3. Invalid Legal Framework Governing Fund Operations

Audit review of the legal instruments governing the operations of the Samburu County
Executive Staff Mortgage Scheme Fund established that the Fund is administered under
the Public Finance Management (Samburu County Executive Staff Mortgage Scheme
Fund) Regulations, 2016. However, no evidence was provided to confirm that these
regulations were enacted through a valid County-Specific Principal Act of the Samburu
County Assembly from which they would derive legitimate legal authority. Instead, the
regulations appear to have been adopted as subsidiary legislation to the National Public
Finance Management Act, 2012, without evidence of lawful delegation to the County
level.

As a result, the Fund operates without a properly constituted legal framework enacted
and approved by the County Assembly as required under Article 185(1) of the Constitution
of Kenya (2010) which states that the legislative authority of a County is vested in, and
exercised by, its County Assembly and Section 116(1) of the Public Finance Management
Act, 2012 which states that a County Executive Committee Member for Finance may
establish other public funds with the approval of the County Executive Committee and the
County Assembly.

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

4. Lack of Financial Management System

Audit review established that the Fund had not implemented a reliable financial
management system. Instead, the Fund relies on Microsoft excel for recording and
managing financial transactions, which lacks the necessary controls, audit trails, and
reporting capabilities to support effective financial management and informed decision-
making. This is contrary to Regulation 22(1)(b) of the Public Finance Management

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
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(County Governments) Regulations, 2015, which requires Accounting Officers, in
accordance with Article 226(2) of the Constitution and Section 149(1) of the Public
Finance Management Act, 2012, to maintain effective systems of internal control and
ensure that they operate efficiently.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
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 comply, 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 ON THE 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. Lack of a Risk Management Policy

During the year under review, Management did not provide evidence of the existence of
a risk management policy to guide Management on risk assessment and formulation of
risk mitigation strategies. This is contrary to the Regulation 158(1) (a) and (b) of the Public
Finance Management (County Governments) Regulations, 2015 that requires accounting
officer to develop risk management strategies, which include fraud prevention
mechanisms, and internal controls that builds robust business operation.

In the circumstances, the effectiveness of internal controls within the financial and
operational systems could not be confirmed.

2. Failure to Conduct Internal Audit

During the year under review, Management did not provide evidence to confirm that
internal audit was conducted by the County Internal Audit Department to provide
independent assurance on the effectiveness of internal controls, risk management, and
governance processes within the Fund.

In the circumstances, the internal audit oversight and assurance mechanisms could not
be confirmed.

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
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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 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.

SRt

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 of Supreme Audit Institutions (ISSAIs). 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 ISSAIs will always detect a
material misstatement 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

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
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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.go.ke/auditor-generals-
responsibilities-for-audit/. This description forms part of my auditor’s report.

FCPA , CBS
AUDITOR-GENERAL

Nairobi

19 November, 2025

Report of the Auditor-General on Samburu County Executive Staff Mortgage (Members) Scheme Fund for the year
ended 30 June, 2025
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14, Staterment of Financial Performance for the year ended 30th June 2025,
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(The notes set out on pages 0 to 0 form an integral part of these Financial Statements).
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15. Statement of Financial Position as at 30th June 2025
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Assets 7 '

Current assets

Cash and cash equivalents 16 2,622,993 34,996,093

Receivables from exchange transactions 17 54,532,005 35,267,645

Receivables from non-exchange transactions 18 24,631,070 14,374,963

Receivables from unremitted payroll deductions | 19 6,064,426 0

[nventory 20 0 0

[nvestments in Financial Assets 21 0 0

Prior Year Adjustment 30 (1,075,745) (319,549)

Total Current Assets 86,774,749 84,319,152

Non-current assets

Receivables from exchange transactions 17 240,007,948 238,687,835

Property, plant, and equipment 22 0 0
I[ntangible assets 23 0 0

Investment Property 24 0 0

Total Non-Current Assets 240,007,948 238,687,835

Total assets (A) 326,782,697 323,006,987

Liabilities

Trade and other payables 25 2,596,645 1,734,480
Borrowings 26 0 0

Prior Year Adjustment 28

Total Current Liabilities 2,596,645 1,734,480
Non- current liabilities

Borrowings 26 0
Total non- current liabilities

Total liabilities (B) 2,596,645 1,734,480
Net Assets (A-B) 324,186,052 321,272,507
Represented By:
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Car loan revolving fund 0 0

Mortgage revolving fund 271,992,000 271,992,000
Accumulated surplus/Deficit 52,194,052 49,280,506
Net Assets 324,186,052 321,272,506

The accounting policies and explanatory notes to these financial statements form an integral part of the
financial statements.

The Fund financial statements were approved on 30" Aug 2025 and signed by:

Name: Mike Lekadaa Name: Solomon Letirok Name: Joseph Lekalkuli
Chairperson of the Fund Administrator Fund Accountant
Board/Fund

ICPAK M/No. 6711
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16. Statement of Changes in Net Assets for the year ended 30th June 2025

=Mortgage Fund

Kshs:

Total

As at 1 July 2023 247,992,000 44,791,882 319,549 1,734,480 294,837,911
Surplus/(Deficit) For the Period 4,488,624 4,488,624
Funds Received During the Year 24,000,000 24,000,000
Prior Year Adjustment -319,549 -319,549
Reversal of Insurance cheques -1,734,480 -1,734,480
As at 30 June 2024 271,992,000 49,280,506 0 0 321,272,506
Balance as at 1 July 2024 271,992,000 49,280,506 - - 321,272,506
Surplus/(Deficit) For the Period 2,913,546 2,913,546
Funds Received During the Year -

Prior Year Adjustment - -
Reversal of Insurance cheques -

As at 30 June 2024 271,992,000 52,194,052 0 0 324,186,052

(Provide details on the nature and purpose of reserves. Include a column for any other fund that the entity may be managing.)

*Where the Fund provides for interest to be revolved into the fund, such interest should not be recognized in the statement of financial

performance.
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17. Statement of Cash Flows for the year ended 30th June 2025

Cash flows from opratin activities

Receipts

Transfers from County Executive - 24,000,000
Interest received 7,035,654 6,956,049
Other Income (refunds by Executive for 7,765,893 175,885
borrowings made)

Reversal of loans insurance deductions from staff 595,326

Other income received from former County 1,892,035

Assembly staff

Total receipts 17,288,908 31,131,934
Payments

Employee costs 4,000,000 2,463,992
Lending the Executive 18,022,000

Finance cost 12,824 3,433
Unremitted Payroll Deductions 6,064,426

Total payments 28,099,250 2,467,425
Net cash flow from operating activities 27 (10,810,342) 28,664,509
Cash flows from investing activities

Purchase of PPE and intangible assets

Proceeds from sale of PPE

Proceeds from loan principal repayments 18,087,242 16,785,626
Loan disbursements paid out (39,650,000) (42,200,000)
Net cash flows used in investing activities (21,562,758) (25,414,374)
Cash flows from financing activities

Receipts into the mortgage revolving fund 0 0
Receipts into the car loan revolving fund 0 0

Net cash flows used in financing activities 0) 0)

Net increase/(decrease) in cash and cash equivalents (32,373,100) 3,250,135
Cash and cash equivalents at 1 July 16 34,996,093 31,745,958
Cash and cash equivalents at 30 June 16 2,622,993 34,996,093

(PSASB has prescribed the direct method of cash flow preparation/ presentation for entities reporting

under IPSAS Accrual basis of accounting)
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18. Statement of Comparison of Budget and Actual Amounts for the year ended 30th June 2025

‘f)/,l_:.j\, cription

Revenue

Transfers from County Executive

Interest income 7,035,654 7,035,654 7,035,654 100%
Other income

Total Revenue 7,035,654 7,035,654 7,035,654 100%
Expenses

Fund Administration Expenses 4,000,000 4,000,000 4,000,000 100%
Provision for overpayment of loan 109,285 109,285 109,285 100%
Finance cost (Bank Charges) 12,824 12,824 12,824 100%
Expenditure 4,122,109 4,122,109 4,122,109 100%
Surplus for the period 2,913,546 2,913,546 2,913,546 100%
Capital Expenditure - - - 0%

(Budget notes

e Provide explanation of differences between actual and budgeted amounts (10% over/ under) IPSAS 24.14

e Provide an explanation of changes between original and final budget indicating whether the difference is due to reallocations
or other causes. (IPSAS 24.29)

e Where the total of actual on comparable basis does not tie to the statement of financial performance totals due to differences in
accounting basis (budget is cash basis, statement of financial performance is accrual) provide a reconciliation).
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19. Notes to the Financial Statements

1. General Information

Samburu County Executive Staff Mortgage (Members) Scheme Fund entity is established
by and derives its authority and accountability from Samburu County Executive Staff
Mortgage Scheme Fund Regulations, 2016 Act. The Fund is wholly owned by the

Government of Kenya and is domiciled in Kenya. The Fund’s principal activity is 0.

2. Statement of Compliance and Basis of Preparation

The financial statements have been prepared on a historical cost basis except for the
measurement at re-valued amounts of certain items of property, plant, and equipment,
marketable securities and financial instruments at fair value, impaired assets at their
estimated recoverable amounts and actuarially determined liabilities at their present value.
The preparation of financial statements in conformity with International Public Sector
Accounting Standards (IPSAS) allows the use of estimates and assumptions. It also
requires management to exercise judgement in the process of applying the Fund’s
accounting policies. The areas involving a higher degree of judgment or complexity, or
where assumptions and estimates are significant to the financial statements, are disclosed
in Note xx. The financial statements have been prepared and presented in Kenya Shillings,
which is the functional and reporting currency of the Fund. The financial statements have
been prepared in accordance with the PFM Act, (include any other applicable legislation),
and International Public Sector Accounting Standards (IPSAS). The accounting policies

adopted have been consistently applied to all the years presented.
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3. Adoption Of New and Revised Standards

i.  New and amended standards and interpretations in issue effective in the year
ended 30 June 2025.

There are no new standards effective in the FY.

ii. ~ New and amended standards and interpretations in issue but not yet effective in
__the) ear ended 30 June 2025.

Standard @ 0t Effect nd huq"t‘(uﬁ, SRS
IPSAS 43: Appltcable I* January 2025
Leases 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.

State the expected impact of the standard to the Entity if relevant

IPSAS 44: Applicable I* January 2025

Non- Current The Standard requires,

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

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.

State the expected impact of the standard to the Entity if relevant
IPSAS 45: Applicable I January 2025
Property Plant and/The standard supersedes IPSAS 17 on Property, Plant and Equipment. IPSAS
Equipment 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.
[PSAS 45 has an additional application guidance for infrastructure assets,
implementation guidance and illustrative examples. The standard 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.

State the expected impact of the standard to the Entity if relevant

[PSAS 46: Applicable I*' January 2025

Measurement
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The objective of this standard was to improve measurement guidance across
[PSAS by:

1. 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
[PSAS.

iii.  Amending where appropriate guidance across [PSAS 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.
State the expected impact of the standard to the Entity if relevant

[PSAS 47:
Revenue

Applicable I*' January 2026

This standard supersedes IPSAS 9- Revenue from exchange transactions,
[PSAS 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.

State the expected impact of the standard to the Entity if relevant

[PSAS 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.

State the expected impact of the standard to the Entity if relevant

[PSAS 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.
State the expected impact of the standard to the Entity if relevant

iii.  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 enlity’s financial statements.)
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4.

a.

i)

Significant Accounting Policies
Revenue recognition

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 the asset will flow to the Fund and can be measured reliably.
To the extent that there is a related condition attached that would give rise to a liability to
repay the amount, the amount is recorded in the statement of financial position and realised
in the statement of financial performance over the useful life of the assets that has been

acquired using such funds.

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 for each period.

Dividends

Dividends or similar distributions must be recognized when the shareholder’s or the Entity’s

right to receive payments is established.

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.

10
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b. Budget information

The original budget for FY 2024/25 was approved by the County Assembly on 30th June
2024. Subsequent revisions or additional appropriations were made to the approved budget
in accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the Fund upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the Fund recorded additional
appropriations of nil amount in FY 2024/2025 budget following the governing body’s
approval. The Fund’s budget is prepared on a different basis from 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. 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 as
per the statement of financial performance has been presented under section 0 of these

financial statements.

c. Property, plant, and equipment (PPE)

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 Fund 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 criteria are 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.

11
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d. Intangible assets

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

either finite or indefinite.

e. 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 xx-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 disposal. The difference between the net disposal proceeds and the carrying amount of
the asset is recognized in the surplus or deficit in the period of de-recognition

f. Financial instruments

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.

12
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I. Financial assets

Classification of financial assets

The entity 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 specified 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 cash flows 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.

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.

13
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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 net assets/
equity are 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. Critical estimates and

significant judgments made by management in determining the expected credit loss (ECL) are

set out in Note xx.

14
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II. Financial liabilities

Classification

The entity classifies its liabilities as subsequently measured at amortized cost except for financial

liabilities measured through profit or loss.

g. Contingent liabilities
The Fund 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.

h. Contingent assets
The Fund 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 Fund 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.

i. Nature and purpose of reserves

The Fund creates and maintains reserves in terms of specific requirements. (Fund to state the

reserves maintained and appropriate policies adopted).

j- Changes in accounting policies and estimates

The Fund recognizes the effects of changes in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is

impractical.

15
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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.
l. Related parties

The Fund regards a related party as a person or entity with the ability to exert control
individually or jointly, or to exercise significant influence over the Fund, or vice versa.
Members of key management are regarded as related parties and comprise the Directors/

Trustee, the Fund Managers, and Fund Accountant.

m. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on
call, and highly liquid investments with an original maturity of three months or less, which
are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances include amounts held at the Central Bank of Kenya

(remove if not applicable) and at various commercial banks at the end of the financial year.

n. Comparative figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

o. Events after the reporting period

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

p. Ultimate and Holding Fund
The Fund is established under Section 24 (4) PFM Act under the Department of 0/ State
Corporation. Its ultimate parent is the Government of Kenya.

q. Currency

The financial statements are presented in Kenya Shillings (Kshs.).
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5. Significant judgments and sources of estimation uncertainty

The preparation of the Fund'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.)
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. However, existing circumstances and assumptions about future developments may
change due to market changes or circumstances arising beyond the control of the Fund.

Such changes are reflected in the assumptions when they occur. (see IPSAS 1.140.)
b) Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators
to inform potential future use and value from disposal:
1) The condition of the asset is based on the assessment of experts employed by the
Fund
i) The nature of the asset, its susceptibility and adaptability to changes in
technology and processes
iii) The nature of the processes in which the asset is deployed
1v) Availability of funding to replace the asset

v) Changes in the market in relation to the asset

17
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Notes to the Financial Statements

6. Transfers from the Parent Ministry/SC/SAGA

Pesc ription

Transfers from Government entities
Payments by Government entity on behalf of the Fund

Unconditional Development grants
Total

SO © [ O
SO © | O

6(b)Transfers from the Parent Ministry/SC/SAGA

\mount Amount

Transfers from the

Parent

Ministry/SC/SAGA 0 0 0 0
Total 0 0 0 0

Amount recognised in the statement of financial performance should be the recurrent grant and the

development grant to the extent that there are no conditions attached. Total of column I should tie to note
6 above.

7. Interest income

Descripfion

KSshs.

Interest Income from Mortgage Loans - 7,035,654 » 6,956,049
Interest Income from Car Loans 0 0
Interest Income from Investments in financial assets 0 0
Interest Income on Bank Deposits 0 0
Other (Specify) 0 0
Total Interest Income 7,035,654 6,956,049
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8. Other income

Description

Insurance recoveries

Income from Sale of Tender documents

Bad debts recovered

Miscellaneous income (Specify) *

S| OO OO
SOOI OO

Total Other income

*Disclose any writebacks included as miscellaneous income

9.Employee Costs

Description

Salaries and Wages 0 0
Staff Gratuity 0 0
Staff Training expenses 0 0
Social Security Contribution 0 0
Other (Specify) 4,000,000 2,463,992
Total 4,000,000 2,463,992

10. Use of Goods and Services

Descri DIION

Loan processing costs 0 0
General office expenses 0 0
Professional services costs 0 0
Administration fees 0 0
Committee allowances 0 0
Printing and Stationery 0 0
Telephone a communication expense 0 0
Bank charges 12,824 3,433
Audit fees 0 0
Provision for Doubtful Debts 0 0
Other (Specify) 0 0
Total 12,824 3,433
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11.  Provision for overpayments due for repayments

Description

Provision for refunds to staff that over paid 109,285 0
Intangible assets 0 0
Total 109,285 0

12. Finance costs

Description

Interest on Bank Overdrafts

Interest on Loans from Banks

Total

13.  Gain/(loss) on disposal of assets

Description

Property, Plant, and Equipment 0 0
Intangible Assets 0 0
Total 0 0

14.  Gain/ (loss) on Fair Value Investments

Description

[nvestments at Fair Value- Equity investments

Fair value — Investment property

Fair value- other financial assets (specify)

Total Gain

SO |0 |IO

olo|o|of

15. Taxation

Description

Income tax charge

Tax Charged on Interest Income

Income Tax expense
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16. Cash and cash equivalents

Description

I oh o
WA

Samburu County Mortgage Loan Account 2,622,993 34,996,093
Fixed Deposits Account 0 0
On — Call Deposits 0 0
Current Account 0 0
Others (Specify) 0 0
Total Cash and Cash equivalents 2,622,993 34,996,093

16 a) Detailed analysis of the cash and cash equivalents

Kinan tion

Mortgage and Car Loan Fund

Commercial Bank Account 0 0
Fixed Deposit Accounts

Xx Commercial Bank 0 0
Sub- Total 0 0
On- Call Deposits

Bank 0 0 0
Sub- Total 0 0
Current Account

Samburu County Mortgage 2,622,993 34,996,093
Loan Account

Bank B 0 0
Sub- Total <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>