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County Assembly of Meru St14ff Car,Loan and Housing Scheme Fund
Annual Rcport zrnd Financial Statements for thc year ended June 30,2022

l. I(ey Entity Information and Management

a) Bacl<ground information

The County Assernbly of Meru Staff Car Loan and Housing Schen-re Irund is established by
and derivcs its autl-rority and accountability from The Public Finance Management Act,2017
and Tlre County Assembly Service Act2017 on 28th June,2019. The Fund is wholly owned by
the County Government of Meru and is domiciled in Kenya.

The fund's objective is to provide loan facilities for the purchase, development, renovation or
repair of residential houses and purchase of personal motor vel-ricles to members of the scheme.

The Fund's principal activity is to consider and approve applications for loans presented to it
in accordance with existing terms for borrowing.

b) Principal Activitics

The principal activity/mission/ mandate of thc Fund is to be a model fund that meets tl-re needs
of the membersl-rip in the attainment of decent housing for members. The fund has a mission
to grow the fund to enable all the members gct car loans and housing loans benefit from the
fund.

c) IJoard of 'I'rustccs/Fund Administration Committec

\---l

I I{on. Joseph Kaberia I.A, MBS Chaipcrson

2 Mr. Jacob Kirari Mernber

J Mr. Charles Murithi Launi Mernber

4 Mr. Lawrence Gitaari Ndii Meniber

5 Mr. Stanley Kipkosgei Karonai Secrctary

(t Mr. Illias Kirimi Marete Mernber

7 Ms. Mercy Mwakachiu Nthuku Member

8 Mr. Benson Kinyua Ngure Mernber

9 Mr. Murithi Karundu Edward Member
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County Assembly of Meru Stpff Co; Loan and I-Iousing Scheme Fund
Annual li.cport and Financial Statcrnents for tltc yc:rr cnded Junc 30,2022

c) lLcgistercd 0lficcs

P.O. Box 3-60200
County Assembly of Meru
Kcnyatta Highway
Meru, Kenya.

0 Fund Contacts

Teleplrone: (254) 708 777 000
E-mail : assembly@meru. go.ke

Website : www.meru. go.ke

ta) Funcl llanl<crs

Equity Bank Ltd
NjuriNcheke Street,
P.O. Ilox 400,
Meru 60200,
Meru, Kenya.

h) Indcpcnclcnt Auditors

Auditor General
Office of the Auditor General
Anniversary Tow,ers, University Way
P.O. Box 30084
GOP 00100
Nairobi, Kenya

i) I'rincipal Lcgal Adviscr

The Attorney General
State Law Office
I{arambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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2. Thc Board f Trustees (or an1, other govcrning body for the Fund)
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NO IMAGE NAMII D.O.B DESIGI ATION
1 Hon Dr. Joseph Kaberia I.A,

MBS
Academic Profile
-LLB, Diploma In Law(KSL)
-MBA
-Phd

I 970 -Chairrnz

2 Mr. Jacob Kirari
Academic Profile
-Bachclor of Business Adrnin
-MBA
-Pursuing degree in Law

1 968 Clerk, M

[*

ber

Mr. Charles Muritlii Launi
-Bachelor of Arts-Public
Administration
-MRA

13.01.1964 Member

Mr. Lawrence Gitari Ndii
-cPA(K)
-BBA
-MBA

I 197 Member
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County Assentbly of Me ru Staff Ccr Loan and lfousirtg Scheme Fund
Annual Report and Financial Statcmcnts for thc year ended Junc 30,2022

5 Mr. Stanley Kipkosgei Karonai
-ct)A(K)
-cPS(K)
-BBA
-Dip. Project Management

04.01.1979

6 Mr. Elias Kirin-ri Marete
-BBA
-MBA(Human Resources)
-Member of Institute of HR
Practitioners

r 968 Mcmber

7 Ms. Mcrcy Mwakachiu Nthuku
-Degree in Mass Comunication
(Public Relations)
-Member of PRSK
-Diploma in Journalism
-Pursuing Master of Public
Policy and Administration

21.09.1980 Member

8 Mr. Benson Kinyua Ngure
-LLB, Diplorna hi Law(KSL)

Member

Mr. Murithi Karundu Edward
-Bsc. Sports Science
-Diploma in Forensic
Accounting
-Diploma in Criminal
Investigation

04.0s.1984 Member

Member
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3. Management Team
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4

NO IMAGE NAME D.O.B DESIGi\ ATION
I Mr. Jacob Kirari

Academic Profile
-Bachelor of Business Adrnin
-MBA
-Pursuing degree in Law

1 968 Clerk,
imber

2 Mr. Charles Murithi Launi
-Bachelor of Arts-Public
Administration
-MBA

13.01.1964 Member

Mr. Lawrence Gitari Ndii
-cPA(K)
-BBA
-MBA

197 | Member

Mr. Stanley Kipkosgei Karonai
-cPA(K)
-cPS(K)
-BBA
-Dip. Project Management

04.01.1979 Member
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Coutttlt Assembll, of Meru Staff Car Loan and Housirtg Scheme Fund
Annual Rcport and Fin:rncial Statcments for the l,car cnclccl Junc 30 ,2022

4. Fund Chairperson's ILcport

It is rny pleasure to present, on behalf of the fund, the Meru County Assembly staff Car Loan and
Hotrsirrg Scheme Fund financial statements for the year ended 3Otl'June, 2022.The financial
statements present the financial performance of the fund over the past year.

Sustainability

The fund and its stakeholdcrs are increasingly emphasizing on the need to ensure sustainability for
both its investments and its resource mobilization and fir-rancing capabilities with an objective of
ensuring that the fund's going concern is secured. The fund has conducted a basic assessment of
available options for feasible financing tools that would assure tl-re fund of its long term
sustainability. The fund lias rcviewed its current resource mobilization strategies and proposed
feasible sustainability financing options. There were no changes in the management team of the
fund during the year under review.

Rcvicw of performance
Income

Tlre fund earned revenues amounting to KShs. 4,919,8381: from the County Government of
Meru in tlic year ended 30tl' June, 2022. There was no additional revenue in the year under
review.

Disbursements during the period were carried out as per the plan with the coordinated efforts by
all stakel'rolders.

Expcnditures
The total disbursements amounted to Kshs. 39,996,500/: made to 7 members. The total
expenditures during the period arnounted to KShs. 7,439,030 l:.

Futurc outlook
Tlre outlook of the Fund for 202212023looks brighter. The fund focus is looking to build a
robust and sustainable fund with a motivated workforce and structures that enhance efficiency
and effectiveness in the service delivery.

Appreciation
I take this opportunity to express my sincere gratitude and appreciatior-r to the County Government
of Meru arrd the County Assen:rbly of Meru, the management committee and staff for their
continued support which has enabled us to attain these results.

-l look forward to your continued support in the year 202212023

l,iCN. IPIA[[R

I'Ion. Ayub IJuncli Solomon
Chairman, County Asscmbll, of Staff Car Loan anrl I{ousing Sc}r
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County Assembly of Meru Staff Cor Loan and Housing Sclreme Fund
Annual It rt ancl Finarrcial Statemcnts for thc ycar ended June30,2022

5. Rcport of the Fund Administrator

It is my pleasure to present the Meru Cor-urty Assen-rbly car loan and mortgage scheme fund
firrancial statements for the year ended 30tl'June 2022. The financial statements present the
financial performance of the fund over the past one year.

The fund was established on 2l'tJune 2017 and started witl-r an initial amount of Kshs.
25,000,000/: which was received in the period ended 3Otl' June 2017. The fund has grown over
tlre years and currently has a seed capital of Kshs. 162,445,5421:.

Financial Performance

a) Revenue

In tlre year ended 30tl'June, 2022, the fund did not receive any transfers from the exchequer. In
the table below, we present an analysis of revenue performance during the year.

Ilcvcn uc classifi cation Revenue
budget (KShs)

Actual
(KShs)

Realisation
(%)

Revcnue KShs I(Shs

Transfers frorn County Assembly 0 0

Interest income 4,919,83 8 4,919,83 8 100%

Total incomc 4,919,838 4,g1g,g3g 100,h

b) Loans

During the financial period under reporting, the fund disbursed loans to 7 members of staff.

Cash flows

In the FY 202112022,we were unablc to requisition the budgeted amount of Kshs. 20,222,771
due to cash flow challenges. The same has been rolled over to the FY 202212023.This amount,
togetlrer witl-r the budgeted amount of Kshs. 50,680,432l: will be requisitioned and received in
the financial year 202212023.

The fund has witnessed a systematic growth albeit a slow one since inception. The fund has seen
a groMh as shown in the table below:

20t6-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022 Total

Kshs. I(shs. Kshs. Kshs I(shs. Ksh. Kshs

80,000,000 50,000,000 12,000,000 20,445,542 162,445,54:,

x



County Assembly of Me ru Staff Car Loan and Housing Schente Fund
Annual Rcport and Financial Statemcnts for the year endcd Junc 30,2022

However as at the 30tl'June 2022,there is a total amount of fund deficit since there was a
requirement of Kshs. 1 18,600,000/: in pending applications for both car loan and housing
scheme. This means that the County Assembly requires this amount to be able to settle all the
applications.

In tlre financial year 2021-2022, the fund had a budget allocation of Kshs. 20,222,771which is
too low compared to the pending applications. The fund collects an average of Kshs. 1,400,000
frorn rnonthly repayments which is used to offset applications on a first come first served basis.

c) Kcy Risk Management Strategies

The car loan and housing scheme fund enabled the rnembers of staff the County Assembly of
Meru to purchase motor vehicles and construct or purchase rcsidential premises. As a risk
management strategy, the County Assembly ensured that all the collateral used by the staff to
access the loans were properly secured and the title deeds charged accordingly at the lands
registry.

Thc loans taken by the mernbers of staff of the County Assen-rbly were also insured for the entire
pcriod of thc loans.

d) Cash florvs

In tlre last FY 202112022, we were unablc to requisition the budgeted amount of Kshs. 20,222,771
due to cash flow cliallenges. The sarne has been rolled over to the FY 202212023.This amount,
togetlrer with the budgeted amount for the financial ycar 202212023 of Kshs. 50,680,432l: will be

requisitioned and received in the financial year 202212023. This rneans that there is need to further
enhance tlie staff car loan and housing scheme fund to ensure tl-rat all members of staff benefit
from the fund in the short term.

c) Conclusion

I take this opportunity to thank the rnembers of the management committee for their support. I
would also want to thank all staff whom we have worked l-rand in hand to ensure that County
Asser-nbly of Meru staff car loan and housing fund achieves its mission.

Signed

Charlcs M. Launi
Fund Administrator

C
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'Qounty Assembly of Meru Str{f Car Loan ond Housirtg Sclrcme Fund
Annual Rcport and tr'inancial Statcntcttts for thc year endcd June 30,,2022

6. Statement of Pcrformancc Agzrinst thc County Fund's Predctermined Objcctives

Introduction

Section 164 (2) (0 of the Public Financc Management Act, 2012 reqtires 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 perfonnance against predeterrnined objectives.

The key development objectives of tl-re Fund as per the strategic plan for 2018-2022 are to:

a) Consider and approvc applications for loans presented to it in accordance with existing
terms and conditions for borrowing;

b) Liaise with a housing company (if any) to set up a revolving fund for the disbursement of
the loans

c) Supervise the day to day running of the fund

Progrcss on attainment of Strategic development objectives
Below we provide the progress on attaining the stated objectives:

Tl-re County Assernbly currently has 86 rnembers of staff out of whom only 14 members have car

Ioans and 45 mortgages. Thc managcmcnt committee is committed to ensure that the fund is

managed and grown for the objective of rr-reeting luture demands of the fund. This will include

mechanisms to provide further funds to cnable all the members of staff benefit from tl're fr-rnd.

PcrformanccOb.fectivc Outcome I ndicatorI'rograrn
le
rd

IS.

1o

14% increase in
the staff car loan
and housing
schemc fund

Increase in tl

revolving fur
from Kst
162,445,542
Kshs.
r82,668,313

To increase the
revolvir-rg fund

Incrcased
revolving fund

Increase
revolving fund

llt

Increased numt
of beneficiari
from 48 to
staff

er
ES

t2

Incrcased numbcr
of staff accessing
the loans

1506 increase of
beneficiaries in
2022

Increase
disbursement
loans to staff

ln
of

To provide car
loans and housing
scheme funds for
all staff
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Couttty Assentbly of Meru Staff Car Loon and Housitrg Scheme Fund
Anntral Report and Financial Statcments for thc 1,ear cndcd Junc 30,2022

7. Corporate Governance Statemcnt

Thc County Assen-rbly of Meru Staff Car Loan and I-lousing Scheme Fund n-ranagement committee
lreld 4 nreetings between 1't July 2021 and 30tl' June 2022. The meetings were fully attended. The
Salaries and Remuneratiorr Commission circular is used to pay the members sitting allowances as

follows: Chairperson -Kshs.6,500l:, Vice Chairperson Kshs. 5,2001: and Members Kshs.
3,9001:. Apart from the sitting allowances paid to the fund management committee, there were
no renluneration paid to the members during the financial year under review.

Scction 6 (1) of the County Assernbly of Merr"r Staff Car Loan and Housing Scheme Fund
rcgulations,2019 appoints the following as nlcmbers of the loans management committee:

a) One member of the County Assembly Service Board nominated by a resolution of the
Board who shall be the Chairperson,

b) The Clerk of the County Assembly,

c) The Deputy Clerk of the County Assembly,

d) The Principal Finance Officer who sliall be the Secretary to the Committee and ex officio
member,

e) All heads of departments,

The committee shall perform tlie following functions

d) Consider and approve applications for loans presented to it in accordance with existing
terms and conditions for borrowing;

e) Liaise with a hor-rsing company (if any) to set up a revolving fund for the disbursement of
the loans

0 Supervise the day to day running of the fund

Tl-re fund conducted an induction training for tl-re members of the committee together with thc
secretariat in Mornbasa in August2021. The ir'rduction was conducted by Parliamentary stalf
owing to their experience in the managemcnt of parliament's car loan and mortgage fund.

During the financial year 2021-2022, the staff car loan and housing scheme fund management
conrmittee spent Kshs.235,l30/: on sitting allowances for the meetings attended.

I-{owevcr, the fund management corurnittee is yet to develop a service charter.

During the year under review, there was no casc of conflict of interest reported or brought to
the attention of the management committee.

Thc management committee has no major succession plan issues mostly occasioned by
General Elections.

xlll



'County Assembly of Meru Strff Car Loan and Housing Scheme Fund
An.nual Report and Financial Statcments for the year ended June 30,2022

8. Management Discussion and Analysis

The County Assernbly of Meru Staff Car Loan and Housing Scheme Fund Management
Committee has not been able to disburse car loans and mortgages to all the members of staff of
the County Assembly of Meru. The recoveries from the payroll are received on a monthly basis
and the committee is optimistic tliat progressive budgetary allocations will be allocated annually
to boost the seed capital to accomm.odate more staff members.

The fund management cornmittee has discussed options for investments to grow the fund into a

self-sufficient and robust fund that will meet the future objectives of the fund.
The County Assembly of Meru staff Car Loan and Housing Scheme Fund started with a seed
capital of Kslrs. 25,000,000/:. The seed capital has now grown to Kshs. 162,445,5421:

In the year under revicw, a total of Kshs. 39,996,500/: was disbursed to seven loan applicants.
The management committee is optimistic that it will grow the fund to be able to meet all the
needs of the members of staff of the County Assembly.

This will be attained through the annual budget process where the management committee has
provided for an additional allocation Kshs. 50,680,432l: in the financial year 202212023 to
benefit more staff.

Beneficia ries

, Current r Deficit .r r

There is a risk the fund failing to attain its objectives if the seed capital is not enhanced by in
subsequent
Meru.

especially with addition in the establishment of the Cour-rty Assembly ofbudgets

xlv
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County Assembly of Meru Stoff Car l.oan und Housing Sclrcme Fund
Anntral Ilcp ort and Financial Statcments for thc year cndcd June 30,2022

9. Environmental and Sustainability Ilcporting

The County Assembly of Merr"r Mcrnbcrs Car Loan and Housing Scheme exists to transform lives.
This is our pllrpose; the driving force behind everything wc do. It's what guides us to deliver our
strategy, which is founded on the following pillars: putting the customerlCitrzen Iirst, delivering
relevant goods and services, and improving operational excellence. Below is a brief highlight of
our achievements in each pillar

1. Sustainability strategy and profile -
The management is cornmitted to cnsure that the fund is built up progressively to the level
where all the members of the County Assembly would access loan on a timely basis. The
decision to invest in fixed deposit is geared towards achieving this goal in the long term.

2. Environmental performancc

The fund has not developed an environmental policy

3. Employee welfarc
The fund has not hired stafl'but makes use of the existing County Assembly establishment.
Thc human resource policy guides the hiring proccss

4. Market place practices-
Tire organisation should outline its efforts to:

a) Responsible conrpetition practice.
The organisation ensures responsible competition practices with issues like anti-
corruption, respor-rsible political involvement, fair competition and respect for
competitors by adhering to the Public Procurernent and Asset Disposal Act,2015
and thc Public Procurement and Asset Disposal Regulations,2020.

b) Responsible Supply chain and supplier relations- explain how the organisation
maintains good business practices, treats its own suppliers rcsponsibly by
honouring contracts and respecting payment practices.

c) Responsible marketing and ethical marketing practices are complicd with by
ensuring that the registered suppliers are accorded an equal opportunity in the
market through the use of open tendering which are advertised in local dailies.

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

5. Community Engagements-
Tl-re County Assembly of Meru did not engage in any corporate social responsibility
activities in the year under review.

XV



' 'Courtty Assernbly of l:leru Stc{f Car Loatt and Housing Scltente Fund
Anntral Ileport and Financial Statcnrents for thc ycar cndccl June30,2022

10. Report of The Trustees

The Trustees submit their report together with the audited financial statemcnts for the year ended
June 30, 2022 which show thc state of the Fund affairs.

Principal activities

The principal activities of the Fund continue to be;

a) Consider and approve applications for loans presented to it in accordance with existing
terms and conditions for borrowing;

b) Liaise with the housing cornpany (if any) to set up a revolving fund for the disbursement
of the loans;

c) Supervise the day to day running of the fund.

Results

The results ofthe Fund for the year ended June 30, 2022 are set out on pages 1 to 8.

Trustees

The members of the Board of Trustees who served during the year are shown on pages vi to page
vii. The changes in the Board during the financial year are as shown below:

Auditors

The Auditor General is responsible for the statutory audit of the Fund in accordance with A
229 <y{-t1te Constitution o1'Kenya and the Public Audit Act 2015.

By Order of the Board

-4#' s#

! ltrtli

Hon. Ayub Ilundi Solomon

Chair of the Roard/Fund Administration Committcc

Date: 28tl' Septembcr, 2022

xvl
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Coltrtty Assembly of Meru Staff Cor Loan and Housing Sclteme Fund
Annuzrl Rcport and Financial Statemcnts for the year ended June30,2022

11. Statcnrcnt of Management's Ilesponsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each financial
ycar, the Administrator of a County Public Fund established by the County Assernbly Service Act,

2017 shall prepare financial statements for the Fund in accordance with the standards and formats

prescribed by the PLrblic Sector Accour-rting Standards Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund's financial statements, which give a true and fair view of the state of affairs of the Fund for
alrd as at the cnd of the finar-rcial year ended on June 30, 2022. This responsibility includes: (i)
naintaining adequate financial management arrangements and ensuring that these continue to be

effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose

with reasonablc accuracy at any time tl-re financial position of the Fund; (iii) designing, implernenting

and maintaining internal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are frec from material misstatements, whether due to error or

fraud; (iv) safeguardir-rg the assets of the Fund; (v) selecting and applying appropriate accounting

policies; and (vi) n-raking accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public 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 mamer required by the PFM Act, 2012 and the County

Assembly Servicc Acl,2Ol7. The Administrator of tl-re Fund is of the opinion that the Fund's

filancial statements givc a true and fair view of the state of Fund's transactions during the financial

year ended June 30,2022, and of the Fund's financial position as at that date. The Administrator

furlher confirrn the completeness of the accounting records maintained for the Fund, which have

been relied upon in thc preparatior-r of the Fund's financial statements as well as the adequacy of the

systems of intemal financial control.

L'r pleparing the financial statements, the Adn-rinistrator of the County Public Fund has assessed the

Fund's ability to continue as a going concern and disclosed, as applicable, matters relating to the use

of goir-rg concem basis of preparation of the financial statements. Nothing has come to the attention

of the Administrator to indicatc that the Fund will not remain a going concern for at least the next

twelve rnonths from the date of this statement.

Approval of the financial statements

The }rund's financial statements were approved by the Board on27tt'September, 2022 and signed

on its behalf by:

,C

Charlcs M. Launi
Adnrinistrator of thc County Public Fund

xvll



t

REPUBLIC OF KENYA

Telephone: +254-(zo) 32i4obo
E-mail: info@oagkenya.go.ie
Website: www.oagkenya.gb.ke

HEAD

Anniversary
Monrovi

P.O. Box 3oo8,

RS

owers
Street

oo
N IROBI

OFFICE OF THE AUDITOR-GENERAL

En h ancin g A c c ou n ta bi I i n'

REPORT OF THE AUDITOR.GENERAL ON COUNTY ASSEMBLY OF MERU
STAFF CAR LOAN AND HOUSING SCHEME FUND FOR THE YEAR ENDED
30 JUNE, 2022

PREAMBLE

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

A. Report on the 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
considers compliance with applicable laws, regulations, policies, gazette notices,
circulars, guidelines and manuals and whether public resources are applied in
prudent, efficient, economic, transparent and accountable manner to en
Government achieves value for money and that such funds are applied for t
intended purpose.

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

An unmodified opinion does not necessarily mean that an entity has complied with
relevant laws and regulations, and that its internal controls, risk management an
governance systems are properly designed and were working effectively in th
financial year under review.

The three parts of the report are aimed at addressing the statutory roles an
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 th
parts of the report, when read together constitute the report of the Auditor-General.

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of County Assembly of Me
Staff Car Loan and Housing Scheme Fund set out on pages 1 to 41, which comp
the statement of financial position as at 30 June, 2022, and the statement of financi
performance, statement of changes in net assets, statement of cash flows a
statement of comparison of budget and actual amounts for the year then ended, a

Report of the Auditor-General on County Assembly of Meru Staff Car Loan and Housing Scheme Fundfor
year ended 30 June, 2022
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a summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 35 of the Public Audit Act, 2015. I have obtained all the information and
explanations which, to the best of my knowledge and belief, were necessary for the
purpose of the audit.

!n 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 County Assembly of Meru Staff Car Loan and
Housing Scheme Fund as at 30 June, 2022 and of its financial performance and its
cash flows for the year then ended, in accordance with lnternational Public Sector
Accounting Standards (Accrual Basis), and comply with the Public Finance
Management Act, 2012 and the County Assembly of Meru Staff (Car Loan and
Housing Fund) Regulations, 2019.

Basis for Qualified Opinion

'1. Unsupported General Office Expenses

The statement of financial performance and as disclosed in Note 7 to the financial
statements reflects an amount of Kshs.1,439,030 in respect to use of goods and
services which includes Kshs.1,145,000 on general office expenses which further
includes Kshs.999,500 incurred by the Fund Management Committee on travel and
accommodation for a seminar held in Nairobi from 28 November, 2021, to
2 December,2021. However, supporting documents revealed that 15 persons were
paid for the seminar instead of nine (9) members who were listed as Board of Trustees.
No reason was provided for this anomaly.

Further, the seminar was held in Nairobi contrary to The National Treasury Circular
No.20l2015 of 4 November,2015 which states that in order to curtail expenditure on
workshops and retreats, accounting officers are required to ensure that all workshops
and retreats with majority of participants drawn from one duty station are held within
the duty station. ln addition, the requisition provided from the user department did not
contain full details on the areas of discussion, the location of the seminar and the
delegation therein. Also, the daily attendance register detailing how the members
attended the seminar, the place of the meeting and back to office report were not
provided for audit review.

ln the circumstances, the propriety of the expenditure of Kshs.999,500 could not be
confirmed.

2. Statement of Gash Flows

The statement of cash flows for the year ended 30 June, 2022 reflects
Kshs.20,445,542 in respect to transfers from the county government. However, the
same is not disclosed in the statement of financial performance or statement of
changes in net assts.

ln the circumstances, the accuracy of the financial statements could not be confirmed.

3. Lack ofApproved Budget

The approved budget for the Fund for the year was not provided for audit contrary to
Section 129(3) of the Public Finance Management Act, 2012 which states that each
County Assembly Clerk shall prepare and submit to the County Assembly the budget
estimates for the County Assembly.

Report of the Auditor-Generql on County Assembly of Meru Staff Car Loqn and Housing Scheme Fundfor the
year ended 30 June, 2022
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In the circumstances, the validity of the statement of comparison of budget and actual
amounts for the year ended 30 June,2022 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the County Assembly of Meru Staff Car
Loan and Housing Scheme Fund lt/anagement in accordance with ISSAI 130 on Code
of Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and
in accordance with other ethical requirements applicable to performing audits of
financial statements in Kenya. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

Key Audit Matters

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

Other Matter

1.0 Budgetary Control and Performance

1.1 Unbalanced Budget

The statement of comparison of budget and actual amounts reflects receipts budget
of Kshs.4,g19,838 and expenditure budget of Kshs.1 ,439,030 resulting to a variance
of Kshs.3,480,808. This is contrary to Section 31(c) of the Public Finance Management
(County Governments) Regulations, 2015 which states that budget revenue and
expenditure appropriations shall be balanced. ln addition, the statement reflects actual
amounts similar to those budgeted which is not realistic.

ln the circumstance, the budget is not realistic.

2. Unresolved Prior Year Audit lssues

ln the audit report of the previous year, several issues were raised under the Report
on Financial Statements, Lawfulness and Effectiveness in Use of Public Resources
and Effectiveness of lnternal Controls, Risk Management and Governance. However,
some issues remained unresolved as at 30 June, 2022 contraryto Section 149(2Xl)
of Public Finance Management Act, 2012 which require Accounting Officers
designated for County Government entities to try to resolve any issues resulting from
an audit that remain outstanding.

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 matter described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I 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 of Conclusion

Non-Compliance with Regulations

The statement of financial position and as disclosed in Note 12 to the financial
statements reflects a balance of Kshs.175,767,812 in respect to receivables from

Report of the Auditor-General onCounty Assembly of Meru Staff Car Loan and HousingScheme Fundfor the
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exchange transactions. However, review of the loan application forms, logbooks, title
deeds and agreements revealed non-compliance with the regulation as detailed
below;

i. A loan of Kshs.780,000 was issued to a member of staff using the valuation report
from a private valuer contrary to Section 10(2) of the County Assembly of Meru
Staff (Car Loan and Housing Fund) Regulations, 2019 which states that for the
purpose of the Regulations, the value of a new vehicle shall be as quoted on the
invoice from the supplier whereas the value of a used vehicle shall be determined
by a report from the Automobile Association of Kenya, or the Government
department dealing with such matters.

ii. A loan of Kshs.2,500,000 was issued to a scheme member whose Mortgage
Protection Policy and Fire Policy were not provided for audit review as required.
Also, payment receipts for all rates, rents and insurances were not provided.

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

The audit was conducted in accordance with ISSAI 4000. The standard requires that
I comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK TVIANAGETUENT
AND GOVERNANCE

Conclusion

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

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and overall
governance were operating effectively, in all material respects. I believe that the audit
evidence I 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 lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as [Vlanagement
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to continue to sustain 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.

Report of the Auditor-General on County Assembly of Meru Staff Car Loan and Housing Scheme Fund for the
year ended 30 June, 2022
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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 Audil
Act, 2015.

ln addition to the responsibility for the preparation and presentation of the financia
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 with relevant legislative and regulatory requirements, ensuring that
effective processes and systems are in place to add
in relation to governance and risk management,
effectiveness of the control environment.

Aud itor-General's Responsi bi I ities for the Aud it

The audit objectives are to obtain reasonable assu

ress key roles and responsibilit ies
and ensuring the adequacy a ,,ol

rance about whether the financia
statements as a whole are free from material misstatement, whether due to fraud
error, and to issue an auditor's report that includes my opinion in accordance with the
provisions of Section 48 of the PublicAuditAct,20l5 and submitthe audit report in

compliance with Article 229(7) of the Constitution. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with
lSSAls will always 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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the
activities, financial transactions and information reflected in the financial statements
are in compliance with the authorities that govern them and that public resources are
applied in an effective way, in accordance with the provisions of Article 229(6) of the
Constitution and submit the audit report in compliance with Article 229(7) of the
Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the
effectiveness of internal controls, risk management and overall governance processes
and systems in accordance with the provisions of Section 7(1)(a) of the Public Audit
Act, 2015 and submit the audit report in compliance with Article 229(7) of the
Constitution. My consideration of the internal control would not necessarily disclose alll
matters in the internal control that might be material weaknesses under the lSSAls. Al
material weakness is a condition in which the design or operation of one or more ofl
the internal control components does not reduce to a relatively low level the risk thati
misstatements caused by error or fraud in amounts that would be material in relation
to the financialstatements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become

Report of the Auditor-General on County Assembly of Meru Sta/f Car Loan and Housing Scheme Fundfor the
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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 lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also.

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

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

Conclude on the appropriateness of the Management's use of 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
Scheme's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence
obtained up to the date of my audit report. However, future events or conditions
may cause the Scheme to cease to continue 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 I consider necessary in the circumstances.

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

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

CPA CBS
AUDITOR-GENERAL

Nairobi

19 April, 2023
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J{shsKshs

Reycnue From Non-Exchange Transactions

IPublic Contributions and I)onations

2

JFines, Penalties and Other Levies

Revcnue From Exchangc Transactions

4,400,0534 4,919,838Interest Income

5Other Income

4,400,0534,919,838

4,919,838Total Revenue

Expenses

6Emplol'ee Costs

1,843,9807 1,439,030Use of goods and service s

8Depreciation and Amortization Expense

9Finance Costs

1,439,030 1,843,980Totnl Expenses

Other Gains/Losses

10Gain/Loss on Disposal of Assets

3,480,808 2,556,073Surplus/(Dcficit) For Thc l'eriod

County Assembly of Meru Staff Car Loan and Housing Scheme Fund
Annual R ort and Financial Statements for the year ended June 30,2022

13. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 3
JUNE,2022

The notes set out on pages 20 to 30 form an integral part of these Financial Statements

6 'G4tsP
Charles nt CPA Stanley I(ipliosgei Karonai

Fund Accountant

ICPAK Member Numbcr: 8068

Administrator of the Funcl

Transfers From the County Government

I

I

I

4,400,053 
I

I
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County Assembly of Meru Staff Car Loan and Housing Scheme Fund
Annual Report ancl Financial Statemcnts for the year ended Junc 30, 2022

14. STATEMENT OF FINANCIAL I'OSITION AS AT 30 JUNE 2022

Asscts

Currcnt Assets

Cash and Cash Equivalents 11 138,325 110,865
Cunent Portion of Long- Term Receivables From
Exchange Transactions 12 11,701,432 11,352,671

Prepayments l3

Receivables 12 20,445,542

14Inventories

11,839,757 32,569,084

Non-Currcnt Asscts

Property, Plant and Equipment 15

Intangible Assets r6

Long Tenn Receivables fiom Exchange Transactiorrs 12 164,066,380 139,856,246

164,066,380 139,856,24(t

Total Asscts 175,906,137 172,425,330

Liabilitics
Current I-iabilitics
Trade and Other Payables from Exchange Transactions 17

Provisions 18

Current Portion o1' 13orrowings l9

Employee Benetlt Obli gations 20

Non-Currcnt Liabilitics
Non-Current Employee Ilenefit Obligation 20

Long Tenr-r Portion of Borrorvings 19

Total Liabilitics

Net Assets 175,906,137 151,979,787

Revolving Fund 162,445,542 162,445,542

Reserves

Accunrulated Sulph-rs 13,460,595 9,979,787

Tot:rl Net Asscts antl Liabilitics 175,906,137 172,425,330

a
J

t\',i 0 t t: 2021)-2021

I(shs



'Qounty

Annual

The accounting
of the financial r

and signed by:

Administrato

of X[eru Sta,ff Cor Loan and Housirtg Scheme Fund
ended June30,2022rt nd Financial Statcments for the

policies and explanatory notes to these financial statements fonn an integral palt
statetnents. The entity f-rnancial statements were approved on 27tl' September,2022

qw-

of the Fund
Cl'}A Stanlcy Kipkosgci Karonai
Fund Accountant

ICPAK Member Number: 8068
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Courtty Assembly of Meru Staff Car Loan and llousing Scheme Fund
Annual Rcport and Financial Statcments for the year ended June 30,2022

15. Statemcnt Of Changes in Nct Asscts for thc year ended 30tr' Junc 2022

qe
Charlcs M. Launi
Aclnrinistrator of thc Fund

CI'}A Stnnley Kipkosgci Karonai
Fund Accountant

ICPAK Member Numbcr: 8068

IJalancc As At I July 2020 142,000,000 7 ,423,714 149,423,714

S urplus/(Defi cit) For the
Period 2,556,073 2,556,073

Funds Received During the
Year 20,445,542 20,445,542

Transfers

Rcvalr,ration Gain

Ilalance As At 30 Jtrnc 2021 162,445,,542, 9,979,787 772,425,329

lJ:rlance As At 1 July 2021 162,445,542 9,979,797 772,425,329

Surplus/(Deticit) For the
Period 3,480,808 3,480,808

Funds Received During the
Year

Transf'ers

I{cvalr-ration Gair-r

Balance As At 30 June2022 162,445,542 13,460,595 175,906,137
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'Courtty Assembly of Meru Staff Car Loan and Housing Scheme Fund
An.nual Ilcport and l'irrancial Statemcnts for the year enclcd June30,2022

16. Statemcnt of Cash Florvs For The Year Ended 30 June 2022

Cash flow's fror n operating activities

Rcceipts

Public contributions and donations

20,445,542Transfers from .he county government

4,91 9,83 8 4,400,053Interest received

Receilrts lrorn other operating activities

25,365,380 4,400,053Total rcceipts

Payments

1,439,030 1,843,980Fund administration expenses

General expenses

Finance cost

Other payments

23,926,350 2,556,07321Nct cash {'[on's frotn opcrating activities

Cash flows from invcsting activities

Purchase of property, plant, equipment and

lntangible assets

Procceds frorn sale of property, plant & equipment

15,437,610 8,953,5 10Proceeds liom ioan principal repayrnents

-39,996,500 - 12,3 59,800Loan disbursetnents paid out

-24,558,890 -3,406,290Nct cash florvs uscd in invcsting activitics

Cash flo'rvs fro m financing activities

Proceeds fiom revolving fund receipts

Additional borrorvings

Repayrnent o1't rorrowlllgs

Nct cash llorvs usecl in financing activities

-632,,541 -850,218
Net increzrse/(decrease) in cash & cash

Equivalents
1,621,082t1 770,865Cash and cash equivalents at I .Iuly

770,8651l 138,324Cash ancl cash equivalents at 30 June

6
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Anntral Ilcport and Financial Statcmcnts for thc year endcd June 30, 2022

C

Charles M. Launi

Administrator of thc Funcl

qd-
CI'>A Stanley Kipl<osgei Karonai

Fund Accountant

ICPAK Member Number: 8068
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County Assentbly of Meru Stoff Cor Loatt and llousitrg Scheme Fund
Annual Rcport and Financial Statements for the ycar ended June30,2022

. 
17. STATEMENT OF COMI'ARISON OF BUDGtrT AND ACTUAL AMOUNTS FOR THE

PERIOD

Ret,eltttc Kshs Kshs Kshs Kshs Kshs

PLrblic Contributions
And Donations

Transltrs From
Cor:nty Govt.

4,919,83 8 4,919,83 8 4,919,83 8 100]nterest Income

Other Income

4,919,83 8 4,919,838f'otal Incomc 4,919,838

Expenscs

Fund Administration
Expenses 1,439,030 1,439,030 1,439,030

Genelal Expenses

Finance Cost
I

1,439,030 1.439,030 1,439,030 100Total Ilxpencliturc

3,480,{108 3,4go,g0g 3,490,808
cStrrplus For Th

Pcriocl

8
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Cotuttlt Assembly of Meru Stcff Car Loan nnd Housing Sclteme Fund
Annual Rcport ancl Financial Statemcnts for the year cnded June 30,,2022

18. Notcs to thc Financial Statements

1. Gcncral Inforrnation

The County Assembly of Meru Staff car loan and Housing Fund is established by and derives its

authority and accountability from Public Finance Management Act, 2012 and, The County

Assenrbly Service Act,20ll. The cntity is wholly owned by the County Government of Meru and

is domiciled in Kenya. The entity's principal activity is to consider and approve applications for

loans presented to it in accordance with existing terms of borrowing.

2. Staternent of compliance and basis of prcparation

The Fund's financial statements have been prepared in accordance with and comply with
International Public Sector Accounting Standards (IPSAS). The financial statements arc 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) Relevant new standards and amendments to published standards effective for the ycar
ended 30 June2022

(ii) Nov and amcnded stanclards and interpretations in issuc but not yet effective in the
r endcd 30 Junc2022

Sitanrla rd I,lflcctivc tl:rtc :rntl ir:r;'r:rct:

IPSAS 41: Financial

Instruments

Applicable: l't January 2023:

The objective of IPSAS 41 is to establish principles for the financial

reporting of financial assets and liabilities that willpresent relevant and

useful informatior-r to users of finar-rcial statements for their assessment

of the amounts, tiuring and uncertainty of an Entity's future cash flows.

9

IPSASB deferred the application date of star-rdards from 1't January 2022 owrngto Covid 19. This

was done to provide entities with time to effectively apply the standards. The deferral was set for

1't January 2023.



County Assenbly of Meru Stoff Car Loon and llousing Scheme Fund
Annual Report nd Financi:rl Statenrcnts for thc r endecl Junc 30,2022

IPSAS 41 provides users of financial statements with more useful

inforrnation than IPSAS 29,by:

. Applying a single classification and measurement n.rodel 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 arrangernents 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: S

Benefits

ocial Applicable: l't January 2023

The objective of this Standard is to improve the relevance, faithful

representativene ss and comparability of the infbrmation that a reporting

Ilntity provides in its financial statements about social benefits. The

inforr-nation provided should help users of the financial statements and

general-purpose financial reports assess:

(a) The nature of sr:ch social benefits provided by tl-re Entity;

(b) Thc key features of the operation of those social benefit schemes;

and

(c) The impact of sr.rch social benefits provided on the Entity's financial

performance, financial position and cash flows.

10
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County Assembly of Meru Staff Car Loan and Ifousittg Scheme Fund
Annual Ileport and Financial Staternents for the year ended June30,2022

Amendments to Other

IPSAS resulting from

IPSAS 41, Financial

Instrurnents

Applicable: 1st January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the

cornponents of borrowing costs which were inadvertently

ornitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted

when IPSAS 4l was issued.

c) Amendments to IPSAS 30, to update the guidance for

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 41 was issued.

Amendments to IPSAS 33, to update the guidance on classifying

financial instruments on initial adoption of accrual basis IPSAS which

were inadvertently ornitted when IPSAS 41 was issued.

Other improvements

to IPSAS

Applicable I't January 2023

. IPSAS 22 Disclosure of Financial Information about the General

Government Sector,

Amendments to refer to the latest System of National Accounts (SNA

2008).

. IPSAS 39: Employee Benefits

Now deletes the tenn composite social security benefits as it is no

longer defined in IPSAS.

. IPSAS 29: Financial instruments: Rccognition and

Measurcment

Standard no longer included in tl're 2021 IPSAS har-rdbook as it is now

superseded by IPSAS 41 which is applicable from l't January 2023.

IPSAS 43 Applicable I't January 2025

ll
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I 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 cash flows 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-

Current Assets Ileld

for Sale and

Discontinucd

Operatior-rs

Applicable I't January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be

measured at the lower of carrying arnount and fair value less costs to

sell and the depreciation ofsuch assets to cease and:

Assets that meet the criteria to be classified as held for sale to be

presented separately in tl-re statement of financial position and the

results of discontinued operations to be presented separately in the

statement of fi nancial performance.

(iii)Early adoption of standards
Tlre entity did not early - adopt any new or amended standards in year 2022.

12
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County Assetnbl.lt of Meru Stuff Car Lourt and Housing Schenre Fund
Annual Rcport ancl Financial Statemcnts for the year cnded June 30,2022

1. Significant Accounting Policics

a) Revenue recognition

i. Revenue from non-exchange transactions

Transfers frorn other goverrunent entities

Ilevenues from non-cxchange transactions with other governmeut entities are measured at fair
value and recognized on obtaining control ofthe asset (cash, goods, services and property) ifthe
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. Revcnuc from exchange transactions

Interesl inconre

Interest income is accrued using the effectivc 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. Thc n-rethod applies this yield to the principal outstanding to determine interest income
each period.

b) Budget information
The original budgct for FY 2021-2022 was approved by the Cor-rnty Assembly on 29tr' June,202l.
Subsequent rcvisions or additional appropriations were made to the approved budget in accordance
with specific approvals from the appropriate authorities. The additional appropriations are added
1o the original budget by the entity upon receiving the respective approvals in order to conclude
tlre final budget. Thc Fund did not record any additional appropriations on the FY 2O2l-2022
budget.

Thc entity's budgct is prepared on a diffbrent basis to the actual incorne and expenditure disclosed
in the financial statements. The financial staternents 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
thc accrual basis to the cash basis and reclassificd by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a comparable basis to
the approved budget, is then presented in the staternent ol comparison of budget and actual
arnounts.

In addition to the Basis difference, adjustr-r-rents to amounts in the financial statements are also
made for differer-rces ir-r the formats and classification schemes adopted for the presentation of the
financial statements and the approved br-rdget.

A statement to reconcile the actual amounts on a comparable basis included in the staternent of
comparison of br-rdget and actual amounts and the actuals as per the statement of financial
perlormance has been presented under section xxx of these financial statements.
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Cognty Assembly of l[eru Stoff Car Loan and Housing Scheme Fund
Annual Report and Financial Statemcnts for the ycar ended Junc 30 ,2022

SUMMARY OF SIGNIFICANT ACCOUNTING I'OLICIES (CONTINUED)

c) Property, plant and cquipment
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 equipn-rent are required to be replaced at intervals, the entity
rccognizes such parls as individual assets with specific useful lives and depreciates them
accordingly. Likewise, when a major inspection is perfornred, its cost is recognized in the carrying
amount of the plant and equiprnent as a replacement if the rccognition criteria are satisfied. All
otl-rer repair and maintenance costs are recognized in sr-rrplr.rs or deficit as incurred. Where an asset
is acquired in a non-exchange transactiorr for nil or nominal consideration the asset is initially
measured at its fair vahre.

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 capitalizcd 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 ir-rdefinite.

c) Financialinstrumcnts

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficit, loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate. The
Entity determines the classification of its financial assets at initial recognition.

Loons and receivahles

I-oans and receivables are non-derivative llnancial asscts witl-r fixed or determinable payn-rents tha
are not quoted in an active market. Afler initial measurement, such financial assets
subsequently measured at amortizcd cost using the cffective interest method, less impainnent
Arnortized cost is calculated by taking into account any discount or premium on acquisition
fees orcosts that are an integral part of thc effective interest rate. Losses arising fron-r impai
are recognized in the surplus or deficit.
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Couttty Assembly of Meru Stoff Cur Loan and Housittg Scheme Fund
Annual Report ancl Financial Statcrncnts for the year ended June 30,2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
IIeld-to-maturity

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

classified as held to matr"rrity when the Entity has the positive intention and ability to hold it to
rr-raturity. After initial measurement, held-to-maturity investments are measured at amortized cost
using thc effective interest method, less in-rpainlent. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part of the
effective interest rate. Tl-re losses arising fron-r impairment are recognized in surplus or deficit.

I mp a ir nte nt of fin an cial as s ets

The Entity assesses at each reporting date whether therc is objective evidence that a financial asset

or a entity of financial assets is inrpaired. A financial asset or a entity of financial assets is deemed
to bc in-rpaired if, and only if, thcre is objectivc evidence of impairment as a result of one or more
cvents that has occurred after the initial recognitiorr of the asset (an incurred'loss event') and that
loss event has an impact on the estimated future cash llows of the financial asset or the entity of
financial assets that can bc reliably cstimated. Evidence of impairment may include the following
indicators:

in arrears or economic conditions that correlate with defaults)

Financial liabilities

I n iti al reco g rtitio n and me as ure me nt

Irinancial liabilities within the scope o1'IPSAS 29 are classified as financial liabilities at fair value
through surplus or deficit or loans and borrowings, as appropriate. The Entity determines thc
classification of its financial liabilities at initial recognitiorr.

AII finar-rcial liabilities are recognized initially at lair value and, in the case of loans and

borrowir-rgs, plus directly attribr"rtable transaction costs.

Loans ond borrowing

Aftcr initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the eff'ective interest method. Gains and losses are recognized in surplus or
deficit when the liabilities are derecognized as well as through the effective interest method
arnortization precess.
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Cognty Assentbly of Meru Staff Car Loon and Housing Scheme Fund
Annual Report ancl Financial Statements for the year ended June30,2022

Amortized cost is calcr,rlated by taking into account any discount or premium on acquisition and
fees or costs that are an integral part ofthe effective interestrate.
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County Assentbly of NIcru Stcgff Cur Loan ancl Housing Schenrc Fund
Annual Ileport and Financial Statcmcnts for the ycar cnded June30,,2022

S umnm ry Of S ig n i,fi c o rt t A c c o u n t i n g P o I i c i es (C o nti n ue d)

0 Inventories

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

throulh non-exchange transactions (for no cost or for a norninal 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:

manufacturing overl-reads 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

estirnated costs of completion ar-rd the estirnated costs necessary to make thc sale, exchange, or
distribution.

Inventories are recognized as an expense when deployed for utilization or consumption in tl-re

ordinary course of operations of the Entity.

g) 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 resourccs 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 Ilntity expects somc or all of a provision to be reimbursed, for exan-rple, under an

insurance contract, the reimbursement is recognized as a separate asset only when the

reimbursement is virtually certain.

The expcnse relating to any provision is presented in the statement of financial performance net of
any reimbursement.

C o rtt in gent I ia b ilit i es

The Entity does not recognize a contingent liability but discloses details of any contingencies in
the notes to thc financial stater"nents, unless the possibility of an outflow of resources embodying
economic benefits or service potential is remote.
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County Assembly of Mcru Sta,ff Car Loan tnd Hor.tsing Scheme Fund
Annual Report and Financial Statemcnts for thc ycar ended June30,2022

SUMMAITY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contingent ossets

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

h) Nature and purposc of reserves

The Entity creates and maintains reserves in terms of specific requiremcnts

i) Changes in accounting policies and cstimates

The Entity rccognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively if retrospective application is impractical.

j) Employec bcncfits - Retirement benefit plans

I-he Entity providcs retirement benefits for its employees and directors. Defined contribution plans
are post-employntent benefit plans under wliich an entity pays fixed contributions into a separate
entity (a fund) and will have no legal or constructive obligation to pay further contributions if the
fr,rnd does not hold sufficient assets to pay all employee benefits relating to employee service in
the current and prior periods. The corrtributions to fund obligations for the payment of retirement
ber-refits arc chargcd against income in tlie year in which they become payable.

Defirred benefit plans are post-employrnent benefit plans other than defined-contribution plans.
The defined benefit funds are actuarially vah-red tri-annually on the projected unit credit method
basis. Deficits ider-rtilled are recovered through lump sum payments or increased future
contributions on proportior-ral basis to all participating eniployers. The contributions and Iump sum
payments reduce lhe post-employment benefit obligation.

l{) Foreign currency transactions

lransactious in foreign currencies are initially accounted for at thc ruling rate of exchange or-r the
date of the transaction. Trade creditors or debtors denor-ninated ir-r foreign currency are repofted at
thc statemcnt of llnar-rcial position reporting date by applying the exchange rate on that date.
Exchange differences arising frorn the scttlement of creditors, or frorn the reporting of creditors at
ratcs different from those at whicli they were initially recorded during the period, are recognized
as income or expenses in the period in which they arise.
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Summary of SigniJicant Accotttting Policies (Continued)

I) 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 arc charged to the statement of financial perfonnance.

m) Itclatcd 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 sigr-rificant influence over the Entity, or vice versa. Members
of key management are regarded as related partics and comprise the directors, the CEO and senior
managers.

n) Cash and cash cquivalcnts

Cash and cash equivalents comprise cash on liand 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 arc subject to insignificant risk of changes in vah-re.

Bank account balances include amounts held at tl-re Central Bank of Kenya and at various
commercial banks at the end of the financial ycar. For the pllrposes of these financial statements,
cash and cash equivalents also include short term cash irnprests and advances to authorised pLrblic
officers and/or institutions which were not surrendered or accounted for at the end of the financial
year.

o) Conrparative figurcs

Wl-rere necessary comparative figures for the previous financial year have been amended or
reconfigured to conforrn to the required changes in presentation.

p) Events aftcr thc rcporting period

Therc were no material adjusting and non- adjusting events al'ter the reporting period

q) Ultimate and Holding Entity

The entity is a County Public Fund establislied by the County Assenibly Service Act, 2017. Its
ultir-nate parent is the County Government of Meru.

r) Currency

The financial staterr.rents are presented in Kenya Shillings (Kshs)
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AnnualReport and Financial Statcments for thc year endcd June30,2022

SUMMARY OF SIGNIFICANT ACCOUNTING I'OLICIDS (CONTINUED)

5. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in confonnity with IPSAS requires
lnanagement to make judgments, estimates and assumptions that affect the reported amounts of
revellues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of
the rcporting period. However, uncertainty about these assumptions and estirnates could result in
outcomes tl-rat require a rnaterial adjustment to the carrying amount of the asset or liability affected
in future periods.

a) Estimates and assumptions - The key assun-rptions concerning the future and other key sources
of estimation uncefiainty at the reporting datc, that have a significant risk of causing a material
adjustnrent to the carrying amounts of assets and liabilities within the next financial year, are
described below. The Entity bascd its assumptions and estimates on parameters available when the
consolidated fir-rancial staternents were prepared. However, cxisting circumstances and
assumptiot-ts about future developrnents may change due to market changes or circumstances
arising beyond the control of the Entity. Such changes are reflected in the assumptions when they
occur. IPSAS 1.140.

b) Uscful lives and residual values

The r.rseful lives and residual values of assets are assessed using the following indicators to inform
potential future use and value frorr disposal:

processes

c) Provisions

Provisions were raised and managenlent determined an estimate based on the information
available. Additional disclosure of these estimates of provisions is included in Note xxx.

Provisions are measured at the managerllent's best estimate of the expenditure required to settle
the obligation at the reporting date and are discounted to present value where the elfect is material.
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6. NOTES TO THE FINANCIAL STATEMENTS

t. Public contributions and donations

2. Transfers from County Government

3. Fines, penalties and other levies

4. Interest income

Donation From Development Partners

Contributions From The Public

Total

Transfers From County Govt. -Operations

Payments By County On Behalf Of The Entity

Total

Late Payment Penalties

Fines

Total

Interest Income From Mortgage Loans 4,919,839 4,400,053

Interest Income From Car Loans

Interest Income From Investments

22
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County Assembly of Meru Staff Cor Loan ond Housing Scheme Fund
Annual Repo rt and Financial Statements for the year ended June 30,2022

Interest Income On Bank Deposits

Total Intcrest Income 4,919,838 4,400,053

Notes to the Financial Statements Continued

5. Other income

6. Employee Costs

7. Use of (Joods and Services

Insurance Recoveries

Income From Sale Of Tender Documents

Miscellaneous Income

Total Other Income

Salaries And Wages

Staff Gratuity

Staff Training Expenses

Social Security Contribution

Other (Specfy)

'l'otal

General Office Expenses 1,145,000 1,662,300

Loan Processing Costs

Professional Services Costs

Administration Fees

Committee Allowances 235,130 175.980

Description 2021-2022 2020-2021

Kshs Kshs

Dcscription 202U22 2020tzt

Kshs. Kshs.
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Cotrttty of Maru Str{f Cur Loan and Housing Sclrcme Fund
Annual Report tr'inancial Statcrnents for the cndcd June 30,,2022

8. Deprcciat

9. Ilinancc

10. Gain/(loss)

Bank Charges

Electricity And

Fuel And Oil C

Insurance Costt

Postage And Cr

Printing And

Rental Costs

Security Costs

5,1 60

52,200 1,680

4,020

Water Expenses

sts

Communication ExpensesTelephone And

Bank Charges

Audit Fees

Provision For I )oubtful Debts

1,540Stamp Duty

1,439,030 1,943,990Total

r ancl Amortiz:rtion Ilxpcnse

Property Plant and Equiprnent

Intangible Assr )ts

Total

ts

Interest On Ba rk Overdralis

ans From BanksInterest On Lo

Total

on disposal of assets

Drscl'iptiort z$il122 202{\t21

Iislr.s. I(shs.

202U22 2{t20t21Dc.scription
Kshs. Kshs.

2{t21-2022 2020-2071l)oscriptiorr

Kshs

2020-2{t21

I(shs
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Property, Plant And Equipment

Intar-rgible Assets

Totnl
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Notcs to thc Financial Statcmcnts Continucd
11. Cash and cash equivalents

Detailed analysis of the cash and cash equivalents are as follows:

a) Fixcd I)cposits Account

Kenya Cornmercial Bank

Equity Bank, Etc.

Sub- Total

b) On - Call Dcposits

Kenya Commercial Bank

Equity Bank - Etc

Sub- Total

c) Current Account

Equity Bank 0t40267706704 l3 8,325 770,865

I

Sub- T'otal 138,325 770,865

d) Othcrs(Spccif1,)

Cash In Transit

Cash In Hand

County Assembll,of Meru staff Car Loan and Mo rtgage Account 138,325 770,965

Fixed Deposits Account

On - Call Deposits

t AccountCurren

Others

Total Cash And Cash Equivalents 138,325 770,865
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Sub- Total

Grand Total 138,325 770,865

12. Itcccivables from exchange transactions

Additional disclosu on intcrcst rcccivable

13. l'rcpaynrcnts

Currcnt lleccivablcs

Interest Receivable

Current Loan Repayments Due I I ,7 0l ,432 11,352,617

Other Exchange Debtors 20,445,542

Less: hnpairrnent Allou,ance

Total Current Rcccivables 17,701,432 31,798,219

Non-Cu rrcnt Ileccivablcs

Long Tenn Loan Repayrnents Due 164,066,3 80 139,856,246

Total Non- Cun'cnt llcceivablcs 164,066,380 139,,856,246

Total Recciv:rbles From Exchange Transactions 775,767,$12 177,,654,465

Intcrcst llcccivablc
interest receivable fi'om cunent portion o1 long-ternr loans o1'

plevious years

Accrued interest receivable frorn of long-tenn loans of
previous years

Interest receivable fi'om current portior-r o1'lor-rg-term loans
issued in the current year

Currcnt loan rcpayments due

Current portion of long-tenn loans frorn previous .vears

.Accrued principal froni long-terms loans lrom prcvioLrs pcriods

Current portion o1'long-term loans issued in the current year

27
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Kshs



Prepaid Rent

Prepaid Insurance

O ther Prepayrnents (Speci fy)

Prepaid El Costs

Total

Consurnable Stores

Spale Parts Metels

Catering

s (Specify)Other In

Total Inventories At The Lorvcr Of Cost And Nct
I{ealizable Value

county Assembly of Meru strff car Loan and lrousittg scheme Fund
Annual Rcport and Financial Statcments for the ar encled June 30,2022

14. Invcntories
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Courtty Assembly of Meru Stoff Car Loon and lfousing Schenrc Fund
Annual Rcport and Financial Statemcnts lor the year cnded June 30,2022
Notes To The Financial Statements (Continuccl)

15. Property, plant and cquipmcnt

i| , ,r'.-

At 1st Julr, 2020
I
I

l

I(sh.s

Additions

Disposals
Transltrs/Adjustrnen
ts

At'tgtt' June 2021

At lst July 2021

Additions

Disposals
Transt-er/Adjustment
S

At tgtt' Junc 2022
f)epreciation And
Impairmcnt
At l't July2020

Deprcciation

Lnpairrncnt

At 30th June 2021

At lst July 2021

Deprcciation

Disposals

Inipairmeut

Trans I'er/Adj usturent

At jgtt' Junc2022

Nct llook Valucs

At 30th June 2021

At 30th June 2022

29



County of Meru Sto,ff Car Loatr ancl Housing Sclteme Fund
Annual Report d Firrancial Statcme nts for the year endecl June 30,2022

Notes To'fhc nancial Statemcnts (Continued)

16. Intangible cts

17. Tradc and

18. Provisions

Cost

At Reginning )f Thc Ycar
Additions

At Encl Of TIr : Ycar

Amortizntion 4.nd Impairment

At Beginning, )f Thc Year

Arnortization

At End Of Th l Ycar
Impainnent Lo SS

At End Of Th : Ycar

NI}V

rthcr payables from exchangc transactions

Trade Payables

Refundable Deposits

Accrued Expenses

Other Payables

Total Traclc Ancl C)thu'Pav:rblcs

Balance At Th
(1.07 .2021)

e Beginning Of The Year

Additional Prc vlslons

Provision Util sed

Changc Due T
For Money

c Discount And Time Vah-re

30
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I)escription 2021-2022 2t)20-2021

tr)cscrigrtion
Lt::u'e

l)r()t'tsloIl
lionus

I)r{)\/ts I{)n
Otircr'

i) rol'rs!t))r 'l'otal

I(shs I(shs



County Assemhly of Mcru Sta.,(f Cur Loan und Housing Sclteme Fund
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Transl-ers From Non -Current Provisions

Balance At The trnd Of The Ycar
(30.06.2022)
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Notcs To Thc cial Statcments (Continuecl)

19. Borrolvings

Thc table below

The table

Balance At of Thc Pcriod
External Borrowings During the Year

Domestic Borrowings During the Year

Repayments Of Ilxternal Borrowings During the Period

Repayments
Period

Domestics Borrowings During the

Balance At End of The Period

the classification of borrowings into external and domestic borrowings:

Extcrnal IJorr xvings

Dollar Denorni rated Loan Florn 'X Organisation'

Sterling Pound
Organisation'

Denominated Loan From'Y

Euro Denomini Lted Loan fromZ Organisation'

Dorncstic IJorr owings

Kenya Shilling Loan From KCB

Kenya Shilling Loan from Barclays Bank

Kenya Shilling Loan from Consolidated Bank

Borrowings Frr rm Other Government Institutions

Total Ilalance at Encl Of Thc Ycar
shows the classification of borrowings long-term and current borrowings

Short l-crm Bo :rowings(Current Portion)

Long 1'cmr Ilo 'rowll-rgs

Total

)L

2020-2021

2071:21t22 202$-2021

Kshs Kslrs

L)csrripl ion 2021-2022 2024-2021
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Notes To Thc Financial Statements (Continued)

20. Employcc bcnefit obligations

21. Cash generated from operations

Kshs Kshs Kshs Kshs Kshs
Current Bencfit
Obligation
Non-Curuent
Benefrt Obligation
Total

Strrplus/ (Dcficit) For the Ycar Ileforc Tax 1,439,030 1,943,990

Atl.justcd For:

Depreciation

Arnortisation

Gains/ Losses On Disposal 01'Assets

Interest Incorne 4,919,93 g 4,400,053

Finance Cost

Worl<ing Capital Atljustnrents

Increase In Inventory

Increase In I{eceivables

Increase Li Payables

Nct Cash Flon, From C)pcrating Activitics 3,480,80{l 2,556,073

aa
JJ

. :., l.

Othr:r
i'l'llr iiiirlns ?\)21-2$22 2020-2022

2021-2{)22 202$-2021

Kshs lishs



County
Annual
Other Dis

22. Related

a) Nature

Entities and
control or
parties
fund/scheme

b) ltclated

c) Key

d) Duc fro relatecl partics

of Meru Stt{f Car Loun and llousirtg Schenrc Fund
rt and Financial Statements for thc ycar cncled June30,2022

of

P

Board

a)

b)
c)
d)

The
The
Key

parties related to the Fund include those parties who have ability to exercise
significant influence over its operating and financial decisions. Related

management personnel, their associates and close family members. The
related to the following entities:

rcs

etc

transactions

arty balanccs

rclated party relationships

County Government Ministry;
Government;

Transfers From Related Parties'

Transfbrs To Related Parties

gement remuneration

Board Of Tr ustees

Key Managr :ment Compensation

Total

Due Irrom P arent Ministry

Dr-re Irrom C ounty Government
'I-otal

.A
J.+

21t21-2022 2020-2021

Kshs Kshs

2{t21-2022 202{.t-2{)21

Kshs Kshs

2q\21-7022 2{t20-2021

I Kshs I{s }rs
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l

Other Disclosures Continuecl

c) Due to related parties

23. Contingent asscts and contingent liabilities

(Gi,-e detail.s)

Duc To Parent Ministry

Due To County Government

Due To Key Management Personnel

'I'otal

Court Case Against The Fur-rd

Bank Guarantees

f'otal
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Other Disclosures Continued
24. Financial risl< management

The Fund's activities expose it to a variety of financialrisks including credit and liquidity risks
and effects of changes in foreign cllrrency. The Fund's overall risk management programme
focuses on unpredictability of char-rges in the business envirorulent and seeks to rninimise the
potential adverse effect of such risks on its perfonnance by setting acceptable levels of risk. The
Fund does not hedge any risks and has in place policies to ensure that credit is only extended to
customers with an established credit history.

The Fund's fihancial 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 unable to pay
amounts in full when due. Credit risk arises fi'om cash and cash equivalents, and deposits with]
banks, as well as trade and other receivables and available-for-sale financial investments. I

Management assesses the credit qLrality of each customer, taking into account its financiall
position, past experience and other factors. Individual risk limits are set based on internal or
external assessrnent in accordance with limits set by the directors. The amounts presented in the
statement of financial position are net of allowances for dor-rbtful receivables, estirnatecl by the
entity's management based on prior experience and tlieir assessment of the current economic
environrnent.

The carrying amount of financial assets rccorded in the financial statements representing the
entity's maximum exposure to credit risk without taking account of the value of any collateral
obtained is made up as fbllows:

'l'otal anrount
I(slrs

pair
tr(shs

At30 June2022
Receivables From Exchange
Transactions 17 5,767 ,gl2 17 5,7 67 ,812
I{eceivables From Nor-r-Exchange
Transactions

Bank Balances 138,325 138,325
'f otal 175,906,137 175,906,137

At 30 June 2021

Receivables From Exchange
Transactions 17 1,654,465 171,654,465

Receivables Frorn Non Exchange
Transactions
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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 amouuts that the errtity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.

The board of trustees scts the Fund's credit policies and objectives and lays down parameters
within which the various aspects of credit risk rnanagement are operated.

b) Liquidify risk management

Ultimate responsibility for liquidity risk n-ranagement rests with the Fund Adrninistrator, who
has built an appropriate liquidity risk n"ranagement framework for the management of the
entity's short, medium and long-temr 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 amor.rnts
disclosed in the table are the contracttral undiscounted cash flows. Balances due within l2
months equal their carrying balances, as the impact of discounting is not significant.

Bank Balances 770,965 770,865
'f otal 172,425,330 172,425,330

At 30 Junc 2022

Trade Payablcs

Current Portion 01 Borrowings

Provisions

Employee Benefit Obligation

'fotzrl

At 30 Junc 2021

Trade Payables

Current Portion Of Borrowings

Provisions

Employee Benefit Obligation
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c) Market

Tl're board pr,rt in place an internal audit function to assist it in assessing the risk faced by
tl-re entity on ongoing basis, evaluate and test the design and effectiveness of its internal
accounting operational controls.

Markct risk is risk arising from changes in market prices, such as interest rate, equity prices
ar-rd lbreign ratcs which will affect the entity's income or the value of its holding of

The objective of market risk management is to manage and control marketflnancial
risk expo within acceptablc parameters, wl-rile optimising the return. Overall responsibility
for nranaging risk rests with the Audit and Risk Management Committee.

The Fund's Fi Departtncnt is responsible for the development of detailed risk management
policies (subj to review and approval by Audit and Risk Managernent Committee) and for
the day-to implementation of those policies.

There has b no chauge to the entity's exposure to market risks or the rnanner in which it
manages and the risk

i. Forcign cy rish

The entity
goods and

transactioual currency exposures. Such exposure arises through purchases of
that are done in currencies other than the local currency. Invoices

clcnonriuatcd i foreign currencies are paid after 30 days fiom the date of the invoice and
conversion at time o1'payrnent is done using the prevailing exchange rate

The carrying
monetary liab

of the entity's foreign currency denominated monetary assets and
ies at the end of the reporting period are as follows

At 30 Junc 2( t2t

Financial Asst :ts

Investments

Cash

Debtors/ Rece Lvables
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The litnd manages foreign exchange r i s k fo r m ft t I t u" e c o ntnt er c ial I r ans ac t io ns and r e c o gnis e d
assets and liabilities by projecting for expected sales proceeds and matching the same with
expected payments.

Foreign currency scnsitivity 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.

ii. Intcrest rate risli

Interest rate risk is the risk tliat the entity's financial condition may be adversely affected as a
result of changes ir-r 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
n-rainly from interest rate movements on tl-re Fund's deposits.

Management of interest rate risk

To manage the intcrest rate risk, lnanagernent has endeavoured to bank with institutions that
offer favourable ir-rterest rates.

Liabilitics

Trade And Other Payables

Borrowings

Net Forei gn Currency Asset/(Liability)

2022

Euro 10%

USD t0%

2021

Iluro 10%

IJSD t0%
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Annual
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analysis. This involves determining the irnpact
sensitivity analysis for interest rate risk assunles

exchange rates, remain constant. The analysis has

Sensitivity

The Fund analyses its interest ratc exposure on a dynamic basis by conducting a sensiti
on profit or loss of defined rate shifts.
that all other variables, in particular
been perlormcd on the same basis as the

year.

Using thc of the year figures, the sensitivity analysis indicates the impact on the

income if current floating interest rates increase/decrease by one

The objective
continue as it

point as a lncreasc o1' KShs 49,199. A rate increase/dccrease of 5Yo would result in
decrc in profit before tax of KShs 245,992 (2021 - KShs 220,003)

d) Capital risk management

of the Fund's capital risk management is to safbguard the Fund's ability to
concern. Thc entity capital structure conrprises of the following fr.rnds

Revaluatiorr reserve

762,445,542162,445,542Revolving fund

9,979,78813,460,595Accumulated surplus

172,425,330175,1)06,137Total funds

Total borrowings

138,325 170,865Less: cash ernd bank balances

138,325 770,865r)Net debt/(excess cash and cash equivalents

0.45%0.08%Gcaring
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I9. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDITOII'S

RECOMMENDATIONS

'fhe fbllowing is the summary of issures raised by the cxternal auditor, and management
corltrnents that were provided to the auditor. We have nominated focal persons to resolve the
various issues as shown below with the associated timc fiame within which we expect the
issues to be resolved.

)

\)(,

I Unsupported Loan
Repayments

'['hc clcrk is
cornmitted to ensure
conrpliance

Not
resolved

7't luly,2022

2 Variance in capital Risk
Management Disclosure

Variance rcconciled I{csolvccl

-) Prescntation o1'thc
Financial Statcrncnt

The clcrk is
committed to ensure
compliance.

Not
resolved

I'r Jrtly,2022

Rcport on lalvfulness ancl cffcctiveness in use of public resources

I Non-Cornpliance with car
loan and I{ousing Scheme
Fund Regulations

Thc clcrk is
cornmitted to ensure
cornpliance.

Not
resolved

l't July,2022

1 Irregular out of Station
Committce Meetings

The clerk is
committed to ensure
compliance

Not
resolved

|'t July,2022

Ilcport on effectivencss of intcrnal controls, risk managcmcnt and Govcrnance

1 Failure to carry out
internal ar-rdit on thc car
loan and n'rortgagc Fund

The fund lias not
recruited staffand so

rclies on the
worktbrce of the
County Assembly.
The clerk is
contmitted to build
the capacity of
internal audit to
carry out this task.

Not
resolved

7't July,2022
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