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1. ACRONYMS AND GLOSSARY OF TERMS

a) Acronyms

1. BOM Board of Management

ii. [ICPAK Institute of Certified Public Accountants of Kenya
iii.  IPSAS International Public Sector Accounting Standards
iv. PFM Public Finance Management

v.  PSASB Public Sector Accounting Standards Board

vi. Kshs Kenya Shillings

b) Glossary of Terms

I Fiduciary Management  The key management personnel who had financial
responsibility

i. CLM Car Loan & Mortgage

iii.  CPIAC County Public Investments and Accounts Committee

iv.  BOT Board of Trustees

v. CASB County Assembly Service Board

vi. CLMA Car Loan and Mortgage Act

i
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F. KEY FUND INFORMATION AND MANAGEMENT

a) Background information

Migori County Assembly Car Loan & Mortgage Fund was established in the year 20 h and derives
its authority and accountability from The Migori Car Loan and Mortgage Act, 2014§ The Act was
amended|on. ... The Fund is wholly owned by the County Assembly of Migori and i* domiciled in
Kenya.

| .
The prinlcipal purpose and object of the Act is to establish a loan scheme to pr@vide loans to
Members of the Scheme to purchase Motor Vehicles or residential houses in addilJn to develop,
renovate or repair residential property.

b) Prin¢ipal Activities

‘of Coun

The principal mandate of the Fund is to provide affordable Car and Mortgage loa to Members
:@ Assembly and Staff

¢) Board of Management

‘ Ref lNamc Position
1 Chairperson Miss. Vincensia A. Kionge
) Committee Member Dr. John Achuora
g Fund Manager/ Administrator Alcent Matiku
4 ‘lCommiuec Member Philip Akumu Olella

d) Key Management Team

| Ref | Name Position

| 1 Fund Manager/ Administrator Miss. Vincensia A. Kionge
2 Fund Accountant Rayler Maeri
3 Member Salome Nguka
4 Member Caleb Onyinge
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KEY FUND INFORMATION AND MANAGEMENT (Continued)

¢)

Fiduciary Oversight Arrangements

SN Position Name

1 Ag Internal Auditor Beryl Pendo Mauko

2 Chigon (?Ol.lmy Asscn?bly Budget & Hon. Graham Kagali Angogo
Appropriation Committee

3 Mlgorl‘County Assembly Finance Hon. Ongele Caleb Owuor
Committee.

4 Migori County Assembly CPIAC Hon. Jacobs Akal

f) Migori County Assembly Headquarters

g)

h)

P.O. Box 985-40400 Suna-Kenya
ISOLATED BUILDING
Migori Level 4 hospital-Highway

Fund Contacts

Telephone: (254) 0721516006

E-mail: www.migorica.go.ke
Website: www.migoricountyassembly.go ke

FFund Bankers

1. Central Bank of Kenya
Haile Seclassie Avenue
P.O. Box 60000
City Square 00200
Nairobi, Kenya

2. Diamond Trust Bank
Migori Branch
Kenya
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KEY FUND INFORMATION AND MANAGEMENT (Continued)

i) Independent Auditors

Auditor General

Office of the Auditor General
Annjversary Towers, University Way
P.O,/Box 30084

GPQ 00100

Nairobi, Kenya

j) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

vi




MIGORI COUNTY ASSEMBLY CAR LOAN AND MORTGAGE FUND
Annual Report and Financial Statements for the year ended 30 June, 2023

3. BOARD OF MANAGEMENT

Name

Details of qualifications and experience

D.O.B: 31/08/1984

Academic Qualifications: Bachelor of Business
Administration, Post Graduate Higher Diploma in HRM
and Executive Certificate in HRM Information Systems
(HRMIS)

Work Experience: Was employed in Migori County
Assembly as Human Resources Officer in 2014. She rose
through the ranks to the position of Deputy Clerk in charge
of Human Resources and Administration. She is currently
serving has Acting Clerk of the County Assembly

D.O.B:
Academic Qualifications:

Work Experience: Currently Serving as the Migori
County Chief Officer of Finance and Planning

Mr. Alcent Matiku- Secretary
to the Board

D.O.B: 04/08/1989

Academic Qualifications: Bachelor of Commerce
(Human Resource Management Option), Diploma in
HRM

Work Experience: Employed in the County Assembly as
Human Resources Officer. Currently Serving as Senior
Administration Officer

Mr. Philip Akumu Olella

D.0.B:
Academic Qualifications:

Work Experience: Joined the Migori County Assembly
Service Board in 2022

Vil
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[ 4. MA\TIAGEMENT TEAM

T

Name |

Details of qualifications and expdrience

D.0.B: 31/08/1984

Academic Qualifications: Bachel@r of Business
Administration, Post Graduate Higher Diploma
in HRM and Executive Certificate jn HRM
Information Systems (HRMIS)

Work Experience: Was employedfin Migori
County Assembly as Human Resoffrces Officer
in 2014. She rose through the rank to the
position of Deputy Clerk in chargefof Human
Resources and Administration. Shd is currently
serving has Acting Clerk of the Caohinty
Assembly

Alcent Matiku- Fund Secretary

D.O.B: 04/08/1989

Academic Qualifications: Bache‘ir of
Commerce (Human Resource Manfgement
Option), Diploma in HRM
Work Experience: Employed in the County
Assembly as Human Resources Officer.

Currently Serving as Senior Admifjistration
Officer

Rayler Maeri- Fund Accountant

D.O.B:
Academic Qualifications: Masteg§ in Business
Administration
Work Experience: Currently Scr?ng as Senior
Finance Officer

Ca#cb Onyinge- Member

D.O.B: 16/08/1988
Academic Qualifications: Diploja in Law
Work Experience: Serving as the legal clerk

guka

D.O.B: 12/05/1985

Academic Qualifications: Bache#)r of Business
Administration

Work Experience: Currently serfing has
Principal Clerks Assistant

viii
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5. FUND CHAIRPERSON’S REPORT

The Financial Statements for the County Assembly Car Loan and Mortgage Fund for the financial
year 2021/2022 were prepared in accordance with the Accrual Basis of Accounting Method under
International Public Sector Accounting Standards (IPSAS) as prescribed by the Public Sector
Accounting Standards Board of Kenya.

The County Assembly Service Board entered into agreement with Diamond Trust Bank Limited
to run the day to day administration of the Fund on behalf of the Board. The Board Keeps a closer
supervision of the Bank and has to approve any amount being disbursed for adequate checks. All
the loans being disbursed are secured and an insurance cover is there to cushion the Assembly in
case of any eventuality.

In the FY 2022/2023 Kshs 96,000,000 as an appropriation from Annual Budget of Migori County
Assembly. The Fund disbursed Kshs.300,000,000 and Kshs.18,500,000 to Honourable Members
and Staff respectively. Despite the challenges of the limited resources, the Assembly endeavours
to appropriate additional funding to the fund to benefit the remaining members of staff.

Chairperson of the Board

1X
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6. RETJORT OF THE FUND ADMINISTRATOR

' During the Financial Year ended 30" June 2023, Migori County Assembly’s Car Lafin & Mortgage
Board received a budget allocation of Kshs. 96,000,000.

te staff of the

The Migori County Assembly Car Loan and Mortgage was amended to accommo
1aries.

county assembly as the amended law excluded staff of the Assembly as the benefi

. The fund has
und. We hope
nefit from the

' The fund managed to grant loan to 60 Members of the County Assembly and 8 sta
limited resources which has made it impossible for eligible staft to benefit from th

'~ to get additional appropriation in the subsequent years which will enable staff to
fund.

We look forward to a better future.
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7. STATEMENT OF PERFORMANCE AGAINST THE FUND’S PREDETERMINED
OBJECTIVES

Introduction

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.

a) The fund is in the process of formulating strategic plan which will guide the fund for the period
of five years from 2023/2024 to 2028/2029

Progress on attainment of Strategic development objectives

Below we provide the progress on attaining the stated objectives:

Program Objective Outcome Indicator Performance

To ensure all Number % of staff taking | During FY ,20
Provision of | staff have access | mortgages Mortgage Members of
Mortgage to Mortgage successfully facilities staff  accessed
facilities to all | facilities applied the facility and
members of were able build
staff their own

houses

Program 2 Objective Outcome indicator Performance

X1
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8. CORPORATE GOVERNANCE STATEMENT
= \

Meeting Attendance in the year ended June 30,2023
| [

| No | | Name Position Meeting§ Attended
| 1 Vincensia Awino Chairperson 4
| |2 Alcent Matiku Secretary 4
3 Philip Olella Member 7
4 Dr. John Achuora Member 0
i

| Membegshxp of the Board is defined by Sec. 7 of The Migori County Assemblﬁ Car Loan and
Mortgage Act, 2014

The rol? of the Board 1s:

(a) Making recommendations with respect to the conditions under which afear loan and or

a mortgage shall be granted or repaid

| }b) Processing applications for the granting of loans and mortgages to
County Assembly subject to the provisions of any agreement relating to
| {he loan and or mortgage

embers of the
e provision of

— S

(c) Receiving, administering and investing the Migori Car Loan and Morfgage resources
of the Fund;

(d) Supervising the day-to-day running of the Fund

(e) Liaising with financial institutions (if any) to set up a revolvm& fund for the
disbursement of the loans;

and (1) Generally doing all that is expedient or necessary for the propef exercise of its
duties and functions with respect to the fund.

There was no Board training in the year ended June 30, 2023,

X1l
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9. MANAGEMENT DISCUSSION AND ANALYSIS

During the Financial Year ended 30th June 2023, Migori County Assembly’s Car Loan &
Mortgage Board received a budget allocation of Kshs.96,000,000.

The Migori County Assembly Car Loan and Mortgage was amended to accommodate staft of the
county assembly as the amended law excluded staff of the Assembly as the beneficiaries.

The fund managed to grant loan to 60 Members of the County Assembly and 8 staff. The fund
has limited resources which has made it impossible for eligible staff to benefit from the fund. We
hope to get additional appropriation in the subsequent years which will enable staff to benefit
from the fund.

Xiil
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10. ENVIRONMENTAL AND SUSTAINABILITY REPORTING

18

|
Sustainability strategy and profile -
Ihe top management especially the accounting officer should make

reference to

sustainable efforts, broad trends in political and macroeconomic at‘fectinisustainabilily

priorities, reference to international best practices and key achievements ar

gnvironmcntal performance

failure.

utline clearly, environmental policy guiding the organisation, provide évidence of the
policy. Outline successes, shortcomings, efforts to manage biodifersity, waste

management policy and efforts to reduce environmental impact of the
products.

Employee welfare

organisation’s

Give account of the policies guiding the hiring process and whether they take into account

the gender ratio, whether they take in stakeholder engagements and how

often they are

improved. Explain efforts made in improving skills and managing career§ appraisal and
eward systems. The organisation should also disclose their policy Pbn safety and

compliance with Occupational Safety and Health Act of 2007, (OSHA.)

Markct place practices-
The organisation should outline its efforts to:

a) Responsible competition practice.
for competitors

b) Responsible Supply chain and supplier relations- explain how
honouring contracts and respecting payment practices.

' marketing practices

Explain how the organisation ensures responsible competition pracices with issues
like anti-corruption, responsible political involvement, fair competifion and respect

e organisation

maintains good business practices, treats its own suppliers fesponsibly by

¢) Responsible marketing and advertisement-outline efforts to 1‘#3intain ethical

d) Product stewardship- outline efforts to safeguard consumer rights ﬁnd interests

Xiv
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11. REPORT OF THE TRUSTEES

The Trustees submit their report together with the audited financial statements for the year ended
June 30, 2023 which show the state of the Fund affairs.

Principal activities

The principal activities of the Fund is to establish a loan scheme to provide loans to Members of
the Scheme to purchase Motor Vehicles or residential houses in addition to develop, renovate or
repair residential property.

Results

The results of the Fund for the year ended June 30, 2023 are set out on page 1-6.

Trustees

The members of the Board of Trustees who served during the year are shown on page iv. There
were no changes in the Board during the financial year.

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

Ag. Clerk Vincensia Awino

Chair of the Fund Administration Committee
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12. STAT EMENT OF MANAGEMENT’S RESPONSIBILITIES

| I
Section 167 of the Public Finance Management Act, 2012 requires that, at the end of egch financial
year, the Administrator of The Migori County Assembly Car Loan and Mortgage Fundlestablished
bfr The MiEori County Assembly Car Loan and Mortgage Fund Act, 2014 shall prepfre financial
statements for the Fund in accordance with the standards and formats prescribed by the Public
Sector Accpunting Standards Board.

The Administrator of the Migori County Assembly Car Loan and Mortgage Fund is responsible for
the preparation and presentation of the Fund’s financial statements, which give a true alid fair view
E)[ilthe state|of affairs of the Fund for and as at the end of the financial year ended on Jufle 30, 2023.
is respoI‘xsibiIity includes: (i) maintaining adequate financial management arrangbments and
ensuring that these continue to be effective throughout the reporting period; (ii) maintajhing proper
agcounting records, which disclose with reasonable accuracy at any time the financialf position of
tlﬁe Fund; (Jii) designing, implementing and maintaining internal controls relevant to th
and fair presentation of the financial statements, and ensuring that they are free fr
nqisstalemerl\ts, whether due to error or fraud; (iv) safeguarding the assets of the Fund;
and applyihg appropriate accounting policies; and (vi) making accounting estimafes that are
ra‘asonable in the circumstances.

The Administrator of the Migori County Assembly Car Loan and Mortgage Fifnd accepts
résponsibility for the Fund’s financial statements, which have been prepared usingfappropriate
a¢counting policies supported by reasonable and prudent judgements and estimates, infconformity
ith International Public Sector Accounting Standards (IPSAS), and in the manner reqiired by the
PEM Act, 2012 and The Migori County Assembly Car Loan and Mortgage Fund Acl} 2014. The
Administrator of the Fund is of the opinion that the Fund’s financial statements give a frue and fair
view of th# state of Fund’s transactions during the financial year ended June 30, 2023} and of the
Fund’s financial position as at that date. The Administrator further confirm the complefeness of the
a¢countingrecords maintained for the Fund, which have been relied upon in the prepaffation of the
Fund’s fszncial statements as well as the adequacy of the systems of internal financial fontrol.

Nothing hat come to the attention of the Administrator to indicate that the Fund will ffot remain a
gbing concern for at least the next twelve months from the date of this statement.

Approval ?f the financial statements

The Fund’§ financial statements were approved by the Board on ‘(,L.f & .1 J 2023 and

signed on its behalf by: 4

Vincensia Awino
| !

Adminisqrator of the County Public Fund

XVi
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OFFICE OF THE AUDITOR-GENERAL # P.O.Box30084-00100

Enhancing Accountability dedeina:

REPORT OF THE AUDITOR-GENERAL ON MIGORI COUNTY ASSEMBLY CAR
LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 202

PREAMBLE

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

|
|

A. Report on the Financial Statements that considers whether the finangjal statements
are fairly presented in accordance with the applicable financial reportihg framework,
accounting standards and the relevant laws and regulations that havela 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 not! es, circulars,
guidelines and manuals and whether public resources are appliedjin a prudent,
efficient, economic, transparent and accountable manner to ensur§ Government
achieves value for money and that such funds are applied for the intenfled purpose.

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

entity.
An unmodified opinion does not necessarily mean that an entity has capnplied with all
relevant laws and regulations, and that its internal controls, risk mal agement and
governance systems are properly designed and were working effectively in the financial

| year under review. !

The three parts of the report are aimed at addressing the statutbry roles and
responsibilities of the Auditor-General as provided by Article 229 of the q nstitution, 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-Genera

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

i
| have |audited the accompanying financial statements of Migori Countyf Assembly Car
Loan and Mortgage Fund set out on pages 1 to 24, which comprise of the statement of

i
Report af the Auditor-General on Migori County Assembly Car Loan and Mortgage Fund E@r the year ended
30 June, 12023 ,




financial position as 30 June, 2023 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, because of the significance of the matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the Migori County Assembly Car Loan and Mortgage Fund as at
30 June, 2023, and of its financial performance and its cash flows for the year then ended,
in accordance with the International Public Sector Accounting Standards (Accrual Basis)
and do not comply with the Migori County Assembly Car Loan and Mortgage Fund Act,
2014 and the Public Finance Management Act, 2012.

Basis for Adverse Opinion
1.0 Inaccuracies in the Financial Statements

The statement of financial position reflects accumulated deficit of Kshs.3,824,396 which
differs with re-computed accumulated deficit of Kshs.72,649,900 resulting to a variance
of Kshs.68,825,504 representing opening balance of accumulated deficit. However, no
explanation has been provided for excluding the latter amount in the computation of
accumulated deficit as at 30 June, 2023.

Further, the statement of financial position reflects revolving fund opening balance of
Kshs.109,080,993 while the statement of changes in net assets shows a corresponding
balance of Kshs.40,255,156 resulting to unexplained and unreconciled variance of
Kshs.68,825,837.

In the circumstances, the accuracy and completeness of the financial statements could
not be confirmed.

2.0 Undisclosed Interest Income

The statement of financial performance reflects Nil interest income. However, records
and documents provided for audit indicated that during the year under review, loans
amounting to Kshs.318,500,000 were advanced at an interest rate of 3%. No satisfactory
explanation has been provided for failure to disclose interest on these car loans and
mortgages.

In the circumstances, the accuracy and completeness of the statement of financial
performance could not be confirmed.

3.0 Cash and Cash Equivalents

The statement of financial position and as disclosed in Note 4 to the financial
statements reflects cash and cash equivalents balance of Kshs.131,163,306. The
following unsatisfactory matters were noted:

Report of the Auditor-General on Migori County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2023
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' Board of Survey Committee report on cash balances to support t

3.2 Undisclosed Bank Account(s)

balance of Kshs.178,000,000 was disbursed by Migori County Executive

|
3.1 Unsupported Cash and Cash Equivalents

Management did not provide for audit cash book, bank reconciliation s

Kshs.131,163,306.

tements and
balance of

The balance of Kshs.131,163,306 was held in one (1) bank account at DTB|Bank. Review
of the lpan disbursement schedule from the DTB provided for audit revedled that loans
disbursed during the year under review amounted to Kshs.318,500,000}comprising of

Kshs.300,000,000 disbursed to sixty (60) Members of the County Assemb
Kshs.18,500,000 to the staff of the Assembly. Management has clarified
amount of Kshs.318,500,000, Kshs.140,500,000 was disbursed by the F

Mortgage Fund. However, the disbursements of Kshs.140,500,000 could

(MCAs) and
hat out of the
ind, while the
Car Loan and

r the audit as

t be traced in
the bank statement of the disclosed bank account for the year under review, an indication
fi

that there was (were) other bank account(s) that had not been disclosed
at 30 June, 2023.

In addition, the disbursement by the Fund of Kshs.140,500,000 was not ihcluded in the

statement of cashflows.

In the circumstances, the accuracy and completeness of the financial st
not be confirmed.

ements could

3.3 Unsupported Current Portion of Long-Term Receivables fr&n Exchange

| following supporting documents were not provided for audit:

i.  Supporting schedule and dully filled application forms by the MCAs t¢

| 30 June, 2023

Transactions

amortization

The statement of financial position reflects current portion of long-term reJeivabIes from

exchanige transactions balance of Kshs.24,928,425 whose supportin
schedule was not provided for audit review.

Further, an approved letter of offer was issued by the Bank to the Mem
Assemﬁly (MCAs) on 11 January, 2023, indicating total loan amount of
comprising Kshs.3,000,000 for mortgage and Kshs.2,000,000 for car loan

required by the Act.
prior to disbursement.
il

custody.

disbursements.

rs of County

Kﬁf\sB,OO0,000,

However, the

the Board as

Evidence of collateral charge or joint registration of securities as required by the Act
Evidence of acknowledgement of receipt of security documents gnd their safe

. The valuation reports of the securities given as collateral agalnst the loan

Report of the Auditor-General on Migori County Assembly Car Loan and Mortgage Fund
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In the circumstances, the accuracy and completeness of the current portion of long-term
receivables from exchange transactions balance of Kshs.24,928,425 could not be
confirmed.

4.0 Unsupported Trade and Other Payables from Exchange Transactions

The statement of financial position reflects trade and other payables from exchange
transactions balance of Kshs.23,660,971 whose supporting schedule and other relevant
documents were not provided for audit.

In the circumstances, the accuracy and completeness of the trade and other payables
from exchange transactions balance of Kshs.23,660,971 could not be confirmed.

5.0 Unsupported Repayment of Borrowings Amount

The statement of cash flows reflects repayment of borrowings amount of Kshs.24,928,425
under financing activities. However, the schedules and other relevant documentation
showing the loan beneficiaries who repaid the loans were not provided for audit.

In the circumstances, the accuracy and completeness of the repayment of borrowing
amount of Kshs.24,928,425 could not be confirmed.

6.0 Non-Compliance with the Prescribed Reporting Requirements

The Fund Accountant signed the statement of financial performance and statement of
financial position without indicating ICPAK membership number as required by the
reporting template prescribed for County Public Funds and Schemes. This is contrary to
Section 164(1) of the Public Finance Management Act, 2012 which requires Accounting
Officer of a County Government entity to prepare financial statements of the entity in
format to be prescribed by the Accounting Standards Board.

In the circumstances, the financial statements do not comply with the accounting
standards as prescribed by the Public Sector Accounting Standards Board. In addition,
Management was in breach of the law.

The audit was conducted in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). | am independent of the Migori County Assembly Car Loan and
Mortgage Fund Management in accordance with ISSAI 130 on 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 adverse opinion.

Emphasis of Matter
Lack of Approved Expenditure Budget

The statement of comparison of budget and actual amounts shows the Fund incurred
expenses amounting to Kshs.3,824,390 without an approved expenditure budget. This is
contrary to Regulation 31(a) of the Public Financial Management (County Governments)

Report of the Auditor-General on Migori County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2023
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____

Regulations, 2015 which requires all revenues and expenditures to be gntered in the
budget estimates.

In then:ircumstances, the regularity of the expenditure of Kshs.3,824,39Q could not be
confirmed. In addition, Management was in breach of the law.

My opinion is not modified in respect of this matter.

Key Audit Matters

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

Other Matter
‘ Unresdlved Prior Year matters

In the audit report for the previous year, several issues were raised underithe Report on
Financial Statements and Report on Lawfulness and Effectiveness in Use of Public
Resources sections. However, the Management had neither resolved thg issues as at
30 June, 2023 nor given any explanation for failure to resolve the prior ye:lraudit matters.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE JOF PUBLIC
RESOURCES

Conclusion

' As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Adverse Opinion and Basis for $onclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of myl report, based
on the audit procedures performed, | confirm that, public resources have ndt been applied
lawfully and in an effective way.

Basis (or Conclusion
| Violation of One-Third Rule in Booking Car and Mortgage Loan Installments

During the year under review, Management disbursed loans totaling to Kshis.300,000,000
to sixty (60) Members of County Assembly each of whom earned a monthly basic salary
of Kshs.144,375. However, the sixty (60) were booked for monthly instalments of
Kshs.100,908 each while, according to Section 19(3) of the EmploymentjAct, 2007, the
maximum instalment to be booked ought to be Kshs.96,250 per MCA, regulting to over
booking of Kshs.4,658 each.

In the ¢ircumstances, Management was in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The Standardirequires that |
comply with ethical requirements and plan and perform the audit to oblain assurance
about whether the activities, financial transactions and information réflected in the
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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 ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, because of the significance
of the matters discussed in the Basis for Adverse Opinion and Basis for Conclusion on
Lawfulness and Effectiveness in Use of Public Resources sections of my report, based
on the audit procedures performed, | confirm that internal controls, risk management and
overall governance were not effective.

Basis for Conclusion

The audit was conducted in accordance with the International Standards for Supreme
Audit Institutions 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 those Charged with Governance

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 such 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 overall governance.

In preparing the financial statements, Management is responsible for assessing the
Fund’'s ability to sustain its services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
Management is aware of the intention to terminate the Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

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

Those charged with governance are responsible for overseeing the Fund’s financial
reporting process, reviewing the effectiveness of how Management monitors compliance
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with relevant legislative and regulatory requirements, ensuring that effeclive processes

and syfstems are in place to address key roles and responsibilities fin relation to
governance and risk management, and ensuring the adequacy and effecliveness of the
control environment.

Auditor-General’s Responsibilities for the Audit

- The audit objectives are to obtain reasonable assurance about wheth
statements as a whole are free from material misstatement, whether due t¢

and to issue an auditor’s report that includes my opinion in accordance wit

the financial
fraud or error,
the provisions

of Section 48 of the Public Audit Act, 2015 and submit the audit report in cmpliance with
~ Article 229(7) of the Constitution. Reasonable assurance is a high level of issurance, but
" is not a guarantee that an audit conducted in accordance with ISSAIs willlalways detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregale, they could

reasonably be expected to influence the economic decisions of users tak
of these financial statements.

In addition to the audit of the financial statements, a compliance audit i
performed to express a conclusion about whether, in all material respect
financial transactions and information reflected in the financial stat
compliance with the authorities that govern them and that public resource
an effective way, in accordance with the provisions of Article 229(6) of t
and submit the audit report in compliance with Article 229(7) of the Consti

Further, in planning and performing the audit of the financial statemen
- compliance, | consider internal controls in order to give an assurance on th
of internal controls, risk management and governance processes a
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2
the audit report in compliance with Article 229(7) of the Constitution. My
the inte{rnal controls would not necessarily disclose all matters in the intern
might be material weaknesses under the ISSAls. A material weakness i
which the design or operation of one or more of the internal control compo
reduce|to a relatively low level the risk that misstatements caused by e
amounts that would be material in relation to the financial statements bei
occur and not be detected within a timely period by employees in the na
perfornﬁing their assigned functions.

on the basis

planned and
the activities,
ents are in
are applied in
Constitution
tion.

and audit of
effectiveness
systems in
15 and submit
nsideration of
| controls that
a condition in
ents does not
or or fraud in
audited may
mal course of

Because of its inherent limitations, internal controls may not prevrnt or detect

misstatements and instances of non-compliance. Also, projections of an)
effecti\lﬁness to future periods are subject to the risk that controls

evaluation of
may become

inadequate because of changes in conditions, or that the degree of compliance with the

policies and procedures may deteriorate.

As part of an audit conducted in accordance with ISSAIs, | exercise profesanal judgment

- and méintain professional scepticism throughout the audit. | also:

whether due to fraud or error, design and perform audit procedures

Identify and assess the risks of material misstatement of the financial statements,

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

Obtain an understanding of internal controls relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Fund’s internal controls.

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

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

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

Perform such other procedures as | consider necessary in the circumstances.

| communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal controls that are identified during the audit.

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

FCPA Nan a ~CBS
AUDITOR-GENERAL

Nairobi

13 March, 2024

Report of the Auditor-General on Migori County Assembly Car Loan and Mortgage Fund for the year ended
30 June, 2023

8



‘Migori é’()tt::ty Assembly Car Loan and Mortgage Fund
Annual Report and Financial Statements for the year ended 30 June, 2023

| 14. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENBED 30 JUNE
202:

2022/2023 21/2022
Kshs Kshs

l)escri&:tion Note

Revenue From Non-Exchange Transactions

'l‘rmsl'qrs From the County Government 1 - -
\

Revenue From Exchange Transactions

Interest [Income 2

Total Revenue -
\ 1

Expenfcs

L

Use of"goods and services 3,824,396 180
| Total i]xpcnscs 3,824,396 180
Other Gains/Losses

| Surplﬁs/(l)eﬁcit) for the Period (3,824,396) (180)

" The notes set out on pages 6 to 23 form an integral part of these Financial Statem#ts

| l ....... L‘-&%& .... : )2<1\§2h ..... R — s ol - S—

Name: Vincensia Awin Name: Rayler Maeri
| A(lmﬁnistrator of the Fund Fund Accountant
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15. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2023

Description

Note

2022/2023

2021/2022

Kshs

Kshs

Assets

Current Assets

Cash and Cash Equivalents

131,163,306

40,255,156

Current Portion of Long- Term Receivables From
Exchange Transactions

24,928,425

76,905,840

Total current assets

156,091,731

117,160,996

Non-Current Assets

Property, Plant and Equipment

Intangible Assets

Long Term Receivables from Exchange Transactions

Investment Property

Total non- current assets

Total Assets

156,091,731

117,160,996

Liabilities

Current Liabilities

Trade and Other Payables from Exchange Transactions

23,660,971

76,905,840

Total current liabilities

23,660,971

76,905,840

Non-Current Liabilities

Long Term Portion of Borrowings

Non-Current Employee Benefit Obligation

Social benefit liabilities

Total Liabilities

23,660,971

76,905,840

Net Assets

Revolving Fund

136,255,156

109,080,993

Reserves

Accumulated Surplus

(3,824,396)

(68,825,504)

Total Net Assets and Liabilities

156,091,731

117,160,996

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

and signed by:

Name: Vincensia Awin
Administrator of the Fund

2023

Ky

---------------------------------

Name: Rayler Macri
Fund Accountant




I Migori ({'ountyAssembly Car Loan and Mortgage Fund

Annual Report and Financial Statements for the year ended 30 June, 2023

16. STA{’I‘EMENT OF CHANGES IN NET ASSETS FOR THE YEAR END 30™ JUNE
2023
Desctibdok Revolving | Revaluation Accumulated
P Fund Reserve surplus Total
Kshs Kshs Kshs Kshs
Balancé As At 1 July 2021 109,080,660 109,080,660
Surplus{(Dcﬁcil) For the Period (68,825,504) (68,825,504)
Funds Received During the Year 0
Transfers 0
Revaluation Gain 0
Bal:lncié As At 30 June 2022 40,255,156 -1 40,255,156
BaluncF As At 1 July 2022 40,255,156 40,255,156
Surplug/( Deficit) For the Period (3,824,396) (3,824,396)
Funds Received During the Year 96,000,000 96,000,000
'l'l'zlnsllirs
Revaluation Gain
136,255,156 (3,824,396) 132,430,760

Balamic As At 30 June 2023
1
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17. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2023

2022/2023 2021/2022

Description Note
Kshs Kshs

Cash flows from operating activities
Receipts
Transfers from the county government :
[nterest received
Total receipts -
Payments
General expenses (3,824.,396)
Finance cost 180
Other payments
Net cash flows from operating activities 7 (3,824,396) (180)
Cash flows from investing activities
Purchase of property, plant, equipment and
Intangible assets
Proceeds from sale of property, plant & equipment
Proceeds from loan principal repayments 23,660,971 8,080,335
l.oan disbursements paid out - (76,905,840)
Net cash flows used in investing activities 23,660,971 | (68,825,504)
Cash flows from financing activities
Proceeds from revolving fund receipts 96,000,000
Additional borrowings
Repayment of borrowings (24,928,425)
Net cash flows used in financing activities 71,071,575
Net increase/(decrease) in cash & cash
Equivalents 90,908,150 (68,825,504)
Cash and cash equivalents at 1 July 40,255,156 | 109,080,660
Cash and cash equivalents at 30 June 131,163,306 40,255,156
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18. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30 JUNE 2023

Actual on ' '

Description Original comparable Performance
budget Adjustments | Final budget | basis difference % Ultilization
Kshs Kshs Kshs Kshs Kshs
a b C=(at+b) d e=(c-d) f=d/c*100
Revenue

Public Contributions and
Donations - - - = =

Transfers From County Govt.

Interest Income - = - - -

Other Income . - - . i}

Total Income - - o - -

Expenses

Fund Administration

Expenses - - - - -

General Expenses - - - 3,824,396 (3,824,396)

Finance Cost - - - - -

Total Expenditure - - - 3,824,396 (3,824,396)

Surplus For the Year - - - (3,824,396) 3,824,396
Caprearexpenditare 26:008:888———76-000,000 06000000 96 000,000 - 100%
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19. NOTES TO THE FINANCIAL STATEMENTS

1. General Information

The Migori County Assembly Car Loan and Mortgage Fund entity is established by and derives
its authority and accountability from The Migori County Car Loan and Mortgage Act, 2014
and as amended in 2021. The entity is wholly owned by the Migori County Assembly and is
domiciled in Kenya. The entity’s principal activity is to establish a loan scheme to provide loans
to members of the scheme to purchase motor vehicles or residential houses.

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 Standards (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 method. The 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 2023

Standard Effective date and impact
IPSAS 41: Financial
Instruments Applicable: 1% January 2023

The objective of IPSAS 41 is to establish principles for the financial
reporting of financial assets and liabilities that will present relevant
and useful information to users of financial statements for their
assessment of the amounts, timing and uncertainty of an Entity’s
future cash flows.
IPSAS 41 provides users of financial statements with more useful
information than IPSAS 29, by:
« Applying a single classification and measurement model for
financial assets that considers the characteristics of the asset’s
cash flows and the objective for which the asset is held;
+ Applying a single forward-looking expected credit loss
model that is applicable to all financial instruments subject to
impairment testing; and

« Applying an improved hedge accounting model that
broadens the hedging arrangements in scope of the guidance.
The model develops a strong link between an Entity’s risk
management strategies and the accounting treatment for
instruments held as part of the risk management strategy.

IPSAS 42: Social Applicable: 1** January 2023
Benefits




MIGORI COUNTY ASSEMBLY CAR LOAN AND MORTGAGE FUND
Annual Report and Financial Statements for the year ended 30 June, 2023

Standard Effective date and impact
The objective of this Standard is to improve the relevanc, faithful
} ‘ representativeness and comparability of the informatign that a
| reporting Entity provides in its financial statements abgut social
| benefits. The information provided should help users of thg financial
| ‘ statements and general-purpose financial reports assess:

(a) The nature of such social benefits provided by the Entify;

(b) The key features of the operation of those social benefiffschemes;
| and
| (¢) The impact of such social benefits provided on thﬁ Entity’s
financial performance, financial position and cash flows.

Aniendments to | Applicable: 1% January 2023

Other [PSAS a) Amendments to IPSAS 5, to update the guidancejrelated to
} resulting from IPSAS the components of borrowing costs which were inaflvertently

41, Financial omitted when IPSAS 41 was issued.

Instruments b) Amendments to IPSAS 30, regarding illustrative exfimples on
| ‘ hedging and credit risk which were inadverlentlt' omitted

when IPSAS 41 was issued.
¢) Amendments to IPSAS 30, to update the guillance for
1 | accounting for financial guarantee contracts which were
inadvertently omitted when IPSAS 41 was issued.
_ ‘ Amendments to IPSAS 33, to update the guidance on @lassifying
! ‘ financial instruments on initial adoption of accrual bagis IPSAS
which were inadvertently omitted when IPSAS 41 was issfied.

‘ Ot}ler improvements | Applicable I*' January 2023
to IPSAS e [PSAS 22 Disclosure of Financial Information about r#’ General
Government Sector.
Amendments to refer to the latest System of National AccoTnls (SNA
2008).
e [PSAS 39: Employee Benefits
! Now deletes the term composite social security benefitsfas it is no
' longer defined in IPSAS.
e IPSAS 29: Financial instruments: Recognifion and
Measurement
Ls

it is now
ry 2023.

| Standard no longer included in the 2021 IPSAS handbook
| superseded by IPSAS 41 which is applicable from 1* Jan

(ii)\New and amended standards and interpretations in issue but not yet effective ifa the year

| ended 30 June 2023.
Standard Effective date and impact:
IPSAS 43 Applicable I'' January 2025

measurement, presentation, and disclosure of leases. Thefobjective is
to ensure that lessees and lessors provide relevant infoffnation in a
| manner that faithfully represents those transactions. This§nformation
‘ gives a basis for users of financial statements to assess the effect that

l The standard sets out the principles for the Ecognition,
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Standard LEffective date and impact:

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: Non- Applicable ¥ January 2025

Current Assets Held | The Standard requires,

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

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.

(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 entity’s financial statements.)

4. 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 the 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.
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Renhal income

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

b) Eudgct information

The priginal budget for FY 2022/2023 was approved by the County Assembly on 21 June 2022.
Subsequent revisions or additional appropriations were made to the approvedfbudget in
acccirdance with specific approvals from the appropriate authorities. The fadditional
appropriations are added to the original budget by the entity upon receiving thefrespective
approvals in order to conclude the final budget. Accordingly, the Fund recordedfadditional
appropriations of Kshs.96,000,000 on the FY 2022/2023 budget following thefgoverning
bod?'s approval.

The entity’s budget is prepared on a different basis to the actual income and gkpenditure
disclosed in the financial statements. The financial statements are prepared on agkrual basis
usint; a classification based on the nature of expenses in the statement of financial p&formance,
whereas the budget is prepared on a cash basis. The amounts in the financial statefhents were
recast from the accrual basis to the cash basis and reclassified by presentation to be ¢n the same
basig as the approved budget. A comparison of budget and actual amounts, prépared on a
comparable basis to the approved budget, is then presented in the statement of cotiparison of
budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statemefits are also
made for differences in the formats and classification schemes adopted for the prcs’lnlation of
the fmancial statements and the approved budget.
A statement to reconcile the actual amounts on a comparable basis included in the iatement of
comlparison of budget and actual amounts and the actuals as per the statement §f financial
performance has been presented under section xxx of these financial statements.

¢) "ropcrty, plant and equipment

All [property, plant and equipment are stated at cost less accumulated depreiation and
impfxirment losses. Cost includes expenditure that is directly attributable to the acuisition of
the items. When significant parts of property, plant and equipment are required to e replaced
at intervals, the entity recognizes such parts as individual assets with specific useffl lives and
depreciates them accordingly. Likewise, when a major inspection is performedy its cost is
recagnized in the carrying amount of the plant and equipment as a replacefpent if the
recognition criteria are satisfied. All other repair and maintenance costs are refognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transagtion for nil
or nominal consideration the asset is initially measured at its fair value.

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 thg exchange.
Following initial recognition, intangible assets are carried at cost less any #cumulated
amortization and accumulated impairment losses. Internally generated intangible assets,
excluding capitalized development costs, are not capitalized and expenditure is feflected in
surplus or deficit in the period in which the expenditure is incurred.
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Significant Accounting Policies (Continued)
The useful life of the intangible assets is assessed as either finite or indefinite.

¢) 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 vy-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.

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.
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hY igJy ificant Accounting Policies (Continued)

Subsequent measurement
Baséd on the business model and the cash flow characteristics, the entity classifies s financial
assets into amortized cost or fair value categories for financial instruments. Movenffents in fair
value are presented in either surplus or deficit or through net assets/ equity subjedt to certain
criteria being met.

Amortized cost

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

ash flows
fair value
iment that

Fair value through net assets/ equity
Financial assets that are held for collection of contractual cash flows and forjselling the
financial assets, where the assets’ cash flows represent solely payments of prncipal and
interest, are measured at fair value through net assets/ equity. Movements in the carrying

amaunt are taken through net assets, except for the recognition of impairment gaig or losses,
interest revenue and foreign exchange gains and losses which are recognized in surfjlus/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 througlf net assets/
equity are measured at fair value through surplus or deficit. A business model whefle the entity
manages financial assets with the objective of realizing cash flows through solelyfthe sale of
the Fsscts 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 uficollectible
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 ampunts at the
year end.

Sig+1iﬁcant Accounting Policies (Continued)

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 assetsfequity. The
entity recognizes a loss allowance for such losses at each reporting date. Critical eftimates and
significant judgments made by management in determining the expected credit log (ECL) are
set Fut in Note xx.
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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.

¢) 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 course 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.

h) 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.

i) Social Benefits

Social benefits are cash transfers provided to i) 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
is measured at the best estimate of the cost (the social benefit payments) that the entity will
incur in fulfilling the present obligations represented by the liability.
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Sig)uﬁcant Accounting Policies (Continued)
j) Contingent liabilities

The‘ Entity does not recognize a contingent liability but discloses details of any cofitingencies
in the notes to the financial statements, unless the possibility of an outflow af resources

embodying economic benefits or service potential is remote.

Covtingent assets

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

k) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements. Iintit)Jl(o state the
re.s'tfrves maintained and appropriate policies adopted.

1) Changes in accounting policies and estimates
The Entity recognizes the effects of changes in accounting policy retrospectively §The effects
of changes in accounting policy are applied prospectively if retrospective application is

impractical.

m) [Employee benefits — Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined gontribution
plans are post-employment benefit plans under which an entity pays fixed contrib§ftions into a
separate entity (a fund) and will have no legal or constructive obligation tojpay further
contributions if the fund does not hold sufficient assets to pay all employee benefifp relating to
employee service in the current and prior periods. The contributions to fund obligafions 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-contriffution plans.
The defined benefit funds are actuarially valued tri-annually on the projected unit clledit method
basis. Deficits identified are recovered through lump sum payments or incrffased future
contributions on proportional basis to all participating employers. The contributiops and lump
suth payments reduce the post-employment benefit obligation.

n) | Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of g§xchange on
thd date of the transaction. Trade creditors or debtors denominated in foreignrlurrency are
reported at the statement of financial position reporting date by applying the exchiinge rate on

13
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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.

o) 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.

p) 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.

q) 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 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.

r) 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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5. Figniﬁcant 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 reporgd 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 estifnates could
result in outcomes that require a material adjustment to the carrying amount of fhe 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 utertainly at

the reporting date, that have a significant risk of causing a material adjustment to

e carrying

amounts of assets and liabilities within the next financial year, are described below!
based its assumptions and estimates on parameters available when the consolida
statements were prepared. However, existing circumstances and assumptions

The Entity
d financial
out future

developments may change due to market changes or circumstances arising beyondthe control
of the Entity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

b) Useful lives and residual values

Th4 useful lives and residual values of assets are assessed using the following ifdicators to

inform potential future use and value from disposal:
» | The condition of the asset based on the assessment of experts employed by th

|
» |The nature of the asset, its susceptibility and adaptability to changes in techno
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

Entity

gy and

Pravisions were raised and management determined an estimate based on tthnformalion

available. Additional disclosure of these estimates of provisions is included in No

XXX.

Pravisions are measured at the management's best estimate of the expenditure requfred to settle
he effect is

thiobligation at the reporting date and are discounted to present value where
material.
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6. Notes To The Financial Statements

1. Transfers from County Government

2022/2023 2021/2022
Description
Kshs Kshs
Transfers From County Govt. —Operations 96,000,000 -
Payments By County On Behalf Of The Entity - -
Unconditional Development grants - -
Total 96,000,000 -
2. Interest Income
2022/2023 2021/2022
Description
Kshs Kshs
Interest Income from Mortgage Loans = :
Interest Income From Car Loans - -
Interest Income From Investments in financial i
assets i
Interest Income On Bank Deposits - -
Total Interest Income - -
3. Use of Goods and Services
L. 2022/2023 2021/2022
Description
Kshs. Kshs.
l.oan Processing Costs 3,185,000
Bank Charges 639,396 180
Total 3,824,390 180
4. Cash and cash equivalents
2022/2023 2021/2022
Description
Kshs Kshs
Migori Car and Mortgage Loan Account 131,163,306 40,255,156
Total Cash And Cash Equivalents 131,163,306 40,255,156
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Notés to the Financial Statements (Continued)

|. . - . ~
l)ctjlled analysis of the cash and cash equivalents are as follows:

IR - Account 2022/2023 2§21/2023
Financial Institution .
i number Kshs Kshs
turrcnt Account
DTB- Migori County
Assembly Car Loan & 0029608001 131,163,306 4255,156
Mortgage
Grand Total 131,163,306 4,255,156
S: cheivablcs from exchange transactions
| . 2022/2023 202y2022
| DcTcrlptum
| Kshs Kbhs
Current Receivables
Intérest Receivable
Cufrent Loan Repayments Due 24,928,425 78,905,840
Olﬂcr Exchange Debtors
Legs: Impairment Allowance
Total Current Receivables 24,928,425 74,905,840
Non-Current Receivables
Long Term Loan Repayments Due
Total Non- Current Receivables
Total Receivables From Exchange Transactions 24,928,425 76,905,840
6. ?‘radc and other payables from exchange transactions
]
I 2022/2023 2021/2022
Description
| r Kshs Kshs
| Trade Payables 23,660,971 75,905,840
i Total Trade and Other l
' Payables 23,660,971 75,905,840
1
Ageing analysis (Trade and % of the % of the
other payables) 2022/2023 Total 2021/2022 Total
Under one year 23,660,971 100% 76,905,840 100%
| [-2 years % %o
2-3 years % %
Over 3 years % %
Taotal (tie to above total) 23,660,971 100% 76,905,840 100%
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Notes To The Financial Statements (Continued)

7. Cash generated from operations

2022/2023 2021/2022

Description
: Kshs Kshs

Surplus/ (Deficit) For the Year Before Tax (3,824,396) (180)

Adjusted For:

Depreciation

Amortisation

Gains/ Losses On Disposal Of Assets

Interest Income

['inance Cost

Working Capital Adjustments

Increase In Inventory

Increase In Receivables

Increase In Payables

Net Cash Flow From Operating Activities (3,824,396) (180)

18
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Notf's To The Financial Statements (Continued)

8. Financial risk management

The Fund’s activities expose it to a variety of financial risks including credit and lighidity risks
and leffects of changes in foreign currency. The Fund’s overall risk management programme
focuses on unpredictability of changes in the business environment and seeks to n nimise the
pote‘f‘ntial adverse effect of such risks on its performance by setting acceptable leyels of risk.
The|Fund does not hedge any risks and has in place policies to ensure that cr@dit is only

extended to customers with an established credit history.
Thc‘Fund’s financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be ugiable to pay
amounts in full when due. Credit risk arises from cash and cash equivalents, and dgposits with
banks, as well as trade and other receivables and available-for-sale financial iffvestments.
Management assesses the credit quality of each customer, taking into account ils financial
position, past experience and other factors. Individual risk limits are set based onffinternal or
external assessment in accordance with limits set by the directors. The amounts esented in
the statement of financial position are net of allowances for doubtful receivables,
the Tr:ntity‘s management based on prior experience and their assessment of
economic environment. The carrying amount of financial assets recorded in the financial
statgments representing the entity’s maximum exposure to credit risk without takinglaccount of
the value of any collateral obtained is made up as follows:

Total Fully
Description amount performing | Past due meaircd
Kshs Kshs Kshs shs

At30 June 2022

Receivables From Exchange
Transactions

Receivables From Non-Exchange
Transactions

Bank Balances
Tokal
At30 June 2021
Receivables From Exchange
Tr#nsactions
Receivables From Non-Exchange
Transactions
Ba}ﬂ{ Balances
Total
(NBL' The totals column should tie to the individual elements of credit risk disclosed in the
entity’s statement of financial position)
\
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Notes To The Financial Statements (Continued)

The customers under the fully performing category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the entity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due from Xxxx

The board of trustees sets the Fund’s credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who
has built an appropriate liquidity risk management framework for the management of the
entity’s short, medium and long-term funding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12
months equal their carrying balances, as the impact of discounting is not significant.

Less than 1 | Between 1- | Over 5
Description month 3 months months Total
Kshs Kshs Kshs Kshs
At 30 June 2023

Trade Payables

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation

Total

At 30 June 2022

Trade Payables

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation

Total
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Notes To The Financial Statements (Continued)
|
¢) Market risk

The board has put in place an internal audit function to assist it in assessing the rigk faced by
theﬁfntity on an ongoing basis, evaluate and test the design and effectiveness offfits internal
accounting and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, efuity prices
and foreign exchange rates which will affect the entity’s income or the value of itgholding of
financial instruments. The objective of market risk management is to manage gnd control
marﬂet risk exposures within acceptable parameters, while optimising the retufn. Overall
responsibility for managing market risk rests with the Audit and Risk Management fommittee.

The| Fund’s Finance Department is responsible for the development of ddailed risk
manlagemenl policies (subject to review and approval by Audit and Risk nagement
Committee) and for the day-to-day implementation of those policies.

Thefe has been no change to the entity’s exposure to market risks or the manner§n which it
manages and measures the risk.

i. Foreign currency risk

The entity has transactional currency exposures. Such exposure arises through plirchases of
goods and services that are done in currencies other than the local currency. Invoices
den(#minated in foreign currencies are paid after 30 days from the date of the ihvoice and
conyersion at the time of payment is done using the prevailing exchange rate.

The| carrying amount of the entity’s foreign currency denominated monetary fassets and
monetary liabilities at the end of the reporting period are as follows:

Other
Description currencies Tolhl
! Kshs Kshs Kshs

At 30 June (Current FY)

Fin]ancial Assets

Investments

Cash

Debtors/ Receivables

Liabilities
Trade And Other Payables

Borrowings

Net Foreign Currency Asset/(Liability)

The ;’: und manages foreign exchange risk form future commercial transactions and recogni.\‘jl assets and
Iiahi‘ities by projecting for expected sales proceeds and matching the same with expected payment

21




MIGORI COUNTY ASSEMBLY CAR LOAN AND MORTGAGE FUND
Annual Report and Financial Statements for the year ended 30 June, 2023

Notes To The Financial Statements (Continued)
Foreign currency sensitivity analysis

The following table demonstrates the effect on the Fund’s statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate of the three
main transaction currencies, with all other variables held constant. The reverse would also occur
if the Kenya Shilling appreciated with all other variables held constant.

Effect on surplus/
Change in deficit Effect on
Description currency rate equity
Kshs Kshs Kshs
(Current FY)
Euro 10%
USD 10%
(Comparative FY)
Euro 10%
USD 10%

ii. Interest rate risk

Interest rate risk is the risk that the entity’s financial condition may be adversely affected as a
result of changes in interest rate levels. The entity’s interest rate risk arises from bank deposits.
This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises
mainly from interest rate movements on the Fund’s deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavoured to bank with institutions that
offer favourable interest rates.

Sensitivity analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the prior
year. Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by one
percentage point as a decrease/increase of Kshs 0 (2022: Kshs 0). A rate increase/decrease of
5% would result in a decrease/increase in profit before tax of Kshs 0 (2021 — Kshs 0).
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Notfs To The Financial Statements (Continued)

d) Capital risk management.

The objective of the Fund’s capital risk management is to safeguard the Fund’s ab!ty to

continue as a going concern. The entity capital structure comprises of the following funds:
iy Current FY Compardtive FY
Description
Kshs llhs

Revaluation reserve
4

Rc{/olving fund

Accumulated surplus

Total funds

Total borrowings

[Less: cash and bank balances

Net debt/(excess cash and cash equivalents)

Gchring

9. Events after the reporting period

Thete were no material adjusting and non- adjusting events after the reporting perigd.

|
10. Ultimate and Holding Entity

The lentity is a County Public Fund established by The Migori County Assembly Cir Loan

and P/lortgagc Act, 2014.
11. Currency

The financial statements are presented in Kenya Shillings (Kshs).
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20. ANNEXES

Annex I: Progress on Follow Up Of Prior Year Auditor’s Recommendations

The following is the summary of issues raised by the external auditor, and management
comments that were provided to the auditor.

audit Report

Timefram |
Status: e:
Reference

. (Resolved / | (Put a date

No. on the | Issue/ Observations Management
. Not when you

external from Auditor comments

Resolved) expect the

issue to be

. resolved)
I int
1.0 nlaccuracy in the Not Resolved | 6 Months
Financial Statements
h and
2.1 fiasupporisd San Not Resolved | 6 Months
Cash Equivalents
iscl
2.2 UI‘IdlS(:‘. ke Not Resolved | 6 Months
Transfer 7
Unsupported Current
i f Long-t
3.0 POI‘ll(?ﬂ 0. Long-er Not Resolved | 6 Months
Receivables from
- Exchange Transactions
Unsupported Trade and
4.0 other trade payables from Not Resolved | 6 Months
Exchange Transactions
5.0 Unsupponefi G .ﬂc')\.vs Not Resolved | 6 Months
from Investing Activities
Effectiveness of Internal
Is, Risk
6.0 Contiels; Ris Not Resolved | 6 Months

Management and,
Governance
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