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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June 30 ,2022

1. Key Entity Information and Management

a) Background information

The Bungoma County Assembly Member Car Loan and Mortgage Scheme Fund is a revolving fund
established pursuant to the Salaries and Remuneration Commission (SRC) circular number
SRC/TS/V/H/3/14 of 14tr'February 2014. Section 167 of the Public Finance Management (PFM) Act
2012 mandates the administrator of public funds with the preparation of annual financial statements.

For proper management of the fund and as advised by the SRC in the circular under the reference,
Bungoma county adopted the PFM regulations 2014 to guide in the operationalization of the fund. The
fund is internally administered in the county assembly by the office of the clerk.

The Bungoma County Assembly Members Car Loan and Mortgage Scheme Fund was
salaries and remuneration commission through circular Ref No. SRC/TS/CGOYT/3116
benefit to members of the scheme.

set up by the
of 2013 as a

The fund is wholly owned by the county government of Bungoma and is domiciled in Kenya.

b) PrincipalActivities

The principal activity/mission/ mandate of the fund is to provide car loan and Mortgage to Members of
the County Assembly.

c) Fund Administration Committee

d) Key Management

Ref Position
I Hon. James Barasa Mukhongo Chairperson
2 Hon. Jack Wambulwa Vice Chairperson
3 Hon. Jane Cheperenger Ingo Member
4 Hon. George Makari Member
5 Hon lvlillia Masungo Member
6 Ms. Rael Nekesa Member
7 Mr. Clurles Wanjala Secretary

No. Name Dcsignation
1 Charles Wanjala Fund Administrator from 9tr' Feb 2022
2 John Mosongo Fund Administrator up to 8tr' Feb 2022
3 Hon. James Barasa Mukhongo Chair person
4 Rael Nekesa Khisa CASB

ll
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June30r2022
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2. The Fund Committee

IIon. James Barasa Mukhongo- Chairman
He was elected MCA Chwele/Kabuchai Ward in August 2017. He is the

Chairperson Finance and Economic Planning Comrnittee

Hon. Jack Wambulwa - Member.

He was elected MCA Kimaeti Ward in August 2017. He is the Chair
Budget and Appropriation Committee.

Hon. Jane Cheperenger Ingo - Member

She was nominated MCA in August 2017. She represents women in the
Committee.

Hon.Milliah Masungo - Member
She was elected MCA Misikhu Ward in August 2017. She represents

women in the Committee.

iv

Name Details of qualifications and experience
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Bungoma Coupty Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Filnancial Statements
For the ded June 30,2022

Hon. George Makari-Member
He was elected MCA Musikoma Ward in August 2017. He is la member

of Welfare Committee.

Ms. Rael Nekesa-Member

Ms Rael Nekesa was competitively recruited as member representing

the public in 2017. She holds a Bachelor's degree in Business

Administration from Maseno University and Masters in Project

Planning and Management from University of Nairobi.

Mr Charles Wanjala Wafula

He was appointed to the position of Deputy Clerk on January 0022 and

Acting Clerk of the County Assembly of Bungoma on Februaty

2022.He previously worked in the Finance and Accounts department as

Accountant I and seconded to the Fund in June 2018. He holds an

undergraduate degree in Bachelor in Commerce (Accounting) from
KCA University with a Diploma in Accounts and CPA Part II. He has

also had training at Kenya School of Government Senior Maqagement
Course and Strategic Leadership and Development Program'

ll
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June30,2022

3. Management Team

John Mosongo-Fund Administrator
Mr Mosongo is the Clerk to the County Assembly of Bungoma' He

was initially seconded by the transition Authority before being
recruited by CASB on l2'h January 2014.
Mr Mosongo holds a Bachelor of Arts Degree from University of
Nairobi. He has undertaken a Senior Management Course and

Strategic Leadership Course offered by the Kenya School of
Govemment. Mr Mosongo is a member of the Labour relations at the

Society of Clerks at the Table (SOCATT). He previously served as

Clerk of various local authorities in the defunct local authorities

He retired on 8th February 2022

I

2.

Charles Wanjala Wafula -Fund Administrator

He was appointed to the position of Deputy Clerk on lanuary 2022

and Acting Clerk of the County Assembly of Bungoma on February
2022.He previously worked in the Finance and Accounts department

as Accountant I and seconded to the Fund in June 2018. He holds an

undergraduate degree in Bachelor in Commerce (Accounting) from
KCA University with a Diploma in Accounts and CPA Part II. He has

also had training at Kenya School of Government Senior Management

Course and Strategic Leadership and Development Program.

I

Hon. James Barasa Mukhongo- Chairman

He was elected MCA Chwele/Kabuchai Ward in August 2017. He is
the Chairperson Finance and Economic Planning Committee

J

Ms. Rael Nekesa-CASB Member
Ms Rael Nekesa was competitively recruited as member representing

the public in 2017. She holds a Bachelor's degree in Business

Administration from Maseno University and Masters in Project
Planning and Management from University of Nairobi.
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I take this
development
which made us

I look forward

Signed:

Hon. James

Fund
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's Report
to Members Car Loan and Mortgage schel

The financial statements present the

of the fund over the past year. During the year, the previous fund administrator

acting clerk took over the administration of the fund.

stakeholders are increasingly emphasizing on the need to ensure sustainability for bot

its resource mobilization and financing capabilities with an objective of ensuring tl
concern is secured

interest income amounted to Kshs. 581,594

during the period amounted to Kshs.5,468,972 meant to undertake fund

with regard to hospitality related activities and bank charges.

to express my sincere gfatitude and appreciation to the county governrnent,

stakeholders, management, staff and fellow members for their continued suppo

these results.

[o your continued support.

nrasa Mukhongo
tration Chairperson
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June30,2022

5. Report of the Fund Administrator

It is my pleasure to present the County Assembly of Bungoma car loan and Mortgage Scheme financial
statements for the year ended 30th June 2022.The financial statements present the financial performance

of the fund over the past year.

Financial Performance

a) Revenue

In the year ended 30th June 2022,the fund was able to realise KShs 581,594 in actual interest. There was

a drop in interest realised (from KSh.3 ,118,229 in the prior year) as a result of most beneficiaries clearing
their loans at the beginning of the current financial year.

b) Loans

During the financial year 202112022, the fund did not disburse any loans to beneficiaries as a result of
their election term coming to an end.

c) Cash flows

In the financial period, we have not had many liquidity disruptions. The cash and cash equivalents was

Kshs 2,579,172 as at 30th June 2022.

It has been a good period in general. I take this opportunity to thank the fund administration committee
for their support. I would also want to thank all staff who we have worked hand in hand to ensure that

County Assembly of Bungoma MCA's Car Loan and Mortgage achieves its mission.

Signed

WANJALA WAFULA
FUND ADMINISTRATOR
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and nancial Statements
For the June 2022

6. Corporate Governance Statement

THE F'UND
The Bungoma county assembly Members car loan and mortgage scheme fund is a revolving $rnd
established pr{rsuant to the Salaries and Remuneration Commission (SRC) circular nuniber

SRC/TS/Wlltiltq of 14'h February 2014 Section 167 of the Public Finance Management (PFM) Act
2012. Its mandate is to provide car loans and mortgage to Members of County Assembly. The fund is
committed to eprsuring compliance with regulatory and supervisory corporate governance requiremfftts.

Essential to tht establishment of a corporate govemance framework in the fund is a formal governdnce

structure with tire Loans Management Committee at its apex. The operations of the fund are governed by
the Membe.s Car Loan and Mortgage regulations made on 26th April, 2014. The structure is designed to

ensure an informed decision making process based on accurate reporting to the board.

AUDIT AI{D RISK COMMITTEE
..t.

In ensuring that corporate governance and integrity is enhanced in between the governance ofl the

fund, the Ftlnd Administration Committee engages an audit and risk committee established by Corfnty

Assembly $ervice Board. The members of this committee during the year under review were:

I fablc l: Audit Committee Members

STATEdNT OF COMPLIANCE ]

The Fund,4d*i.,i.,.ution Committee confirms that the fund has throughout the period complied ni,itn utt

statutory arfd regulatory requirements and that the fund has been managed in accordance with the

principles dfgood corporate governance 
i

The fringe tax is expected to be paid by the employer (County Assembly Service Board).

Internal Control
I_l

The Fund .lA.dministration Committee is responsible for reviewing the effectiveness of the fu[d's
system of fntemal control which is designed to provide reasonable, but not absolute, assurfnce^

regarding the safeguarding of assets against unauthorized use or disposition and the maintenande of
p-p". acclunting records ancl the reliability of financial infonnation used within the business of for
publication] Tf,es" controls are designed to manage rather than eliminate the risk of failure to ackiieve

[mf* . "d:""ir*. 4"" to circurnstances which may reasonably be foreseen and can only proluide

reasonable [nd not absolute assurance against material misstatement or loss.

Position in committeeNames/No.

Chairman Audit committee1 Dr. Destaings N. Nyongesa
Member Audit committee2 Mr. Fred Wasike
Member Audit committeeJ Mr. Murambi Njibwakale
Member Audit committee4 Mrs. Diana Khaemba

Secretary Audit committee5 Mr. Alfred Makokha

lx
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June 30, 2022

Internal Control Framework

The fund continues to review its internal control framework to ensure it maintains a strong and

effective intemal control environment. Business processes and controls are reviewed on an on-going
basis. No significant failings or weaknesses were identified during the period.

Management Team
The management team headed by the Fund Administrator implements the Loans Management

Committee decisions and policies through committee meetings. The team meets regularly to ensure

that the Committee's objectives are achieved effectively and efficiently. During the period, the

committee held 5 meetings.

Auditor
The fund is audited by the Auditor-General.

x
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Fund's overall
environment
setting
that credit is

We have not
KShs.2,579,1 AS

The has ensured that we comply with statutory requirements relating to the functions of
fund and seeks make sure that statutory deductions are remitted on time to avoid incurring

and interests non-compliance.

BUSINBSS
Revenue
In the year 30th June 2022, the fund was able to realise KShs 581,594 in actual interest. There

a drop in
MCAs.

realised (from KSh.3,118,229 in the prior year) as a result of the Car Grant to

3,500,000
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Figure l: Revenue ComParisons

Cash flows

Discussion and Analysis

to grow and the management has put measures in place to safeguard against

expose it to a variety of financial risks including credit and liquidity risks.

risk management programme focuses on unpredictability of changes in the

seeks to minimise the potential adverse effect of such risks on its performance by

levels of risk. The Fund does not hedge any risks and has in place policies to

extended to members with an established credit history.

many liquidity disruptions for the period. The cash and cash equivalents

at 30th June 2022 which is a reduction from the prior year's cash flow of
8,323,563 due increased cash outflow

-
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June30,2022
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Figurc 2: Cash flow Comparisons

Loans Disbursements
During the financial year 202112022, the fund did not disburse any loans to beneficiaries as a result of
their election term coming to an end.

OPERATIONAL PBRFORMANCE

The fund's core operating activity has been the offering car loans and mortgage to Members of the
County Assembly. The county government has supported the fund and has made provisions to refund car
grant granted to 2nd county assembly members.

III
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Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements
For the year ended June 30, 2022

9. Statement of Management's Responsibilities

Section 167 of the Public Finance Management Act,2012 requires that, at the end of each financial year,
the Administrator of a County Public Fund shall prepare financial statements for the Fund in accordance
with the standards and formats prescribed by the Public Sector Accounting Standards Board.

The Administrator of the Bungoma County Assembly Car Loan and Mortgage Scheme Fund is responsible
for the preparation and presentation of the Fund's financial statements, which give a true and fair view of
the state of affairs of the Fund for and as at the end of the financial year ended on June 30, 2022. This
responsibility includes: (i) maintaining adequate financial management arrangements and ensuring that
these continue to be effective throughout the reporting period; (ii) maintaining proper accounting records,

which disclose with reasonable accuracy at any time the financial position of the Fund; (iii) designing,
implementing and maintaining intemal controls relevant to the preparation and fair presentation of the

financial statements, and ensuring that they are free from material misstatements, whether due to error or
fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate accounting policies;
and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial statements,
which have been prepared using appropriate accounting policies supported by reasonable and prudent
judgements and estimates, in conformity with International Public Sector Accounting Standards (IPSAS),
and in the manner required by the PFM Act, 2012. The Administrator of the Fund is of the opinion that the

Fund's financial statements give a true and fair view of the state of Fund's transactions during the financial
year ended June 30, 2022, and of the Fund's financial position as at that date. The Administrator further
confirm the completeness of the accounting records maintained for the Fund, which have been relied upon
in the preparation of the Fund's financial statements as well as the adequacy of the systems of internal
financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed the Fund's
ability to continue as a going concern and disclosed, as applicable, matters relating to the use of going
concem basis of preparation of the financial statements. Nothing has come to the attention of the

Administrator to indicate that the Fund will not remain a going concem for at least the next twelve months
from the date of this statement.

Approval of the financial statements

The s fraahciiltstatements were approved by the Loans Management Committee on 30th September
signed on its behalf by: .rand

nty Public Fund

xlv
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June, 2022
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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. I have obtained all the information and explanations which,
to the best of my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Bungoma County Assembly Members' Car Loan and
Mortgage 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 Public Finance Management (Bungoma County Assembly Members' Car Loan
Scheme Fund) Regulations, 2018.

Basis for Qualified Opinion

1. Unsupported Prior Year Adjustments

The statement of changes in net assets reflects an amount of Kshs.89,500,000 and
Kshs.32,000,000 being amounts refunded as principal car loan car grant and principalcar
loan written off respectively, under the revolving fund. However, the amounts are at
variance with the balances of Kshs.92,500,000 and Kshs.31,500,000 respectively,
reflected in the audited financial statements for the year ended 30 June, 2021. The
respective variances of Kshs.3,000,000 and Kshs.500,000 have not been explained or
reconciled.

!n addition, Note 6 to the financial statements on prior year adjustments reflects
adjustments during the year of Kshs.45,625,458. However, the balance includes an
adjustment of Kshs.9,010,351 relating to receivables which was not supported by a
detailed analysis.

ln the circumstances, the accuracy and completeness of the prior year adjustment
balances could not be confirmed.

2. Non-Recovery of Long Outstanding Loans

The statement of financial position reflects a balance of Kshs.21 ,457,620 in respect of
longterm receivables from exchange transactions as disclosed in Note 4B to the financial
statements. However, the balance includes an amount of Kshs.5 ,177,571which has been
outstanding since 201812019. No explanation was provided for the failure to recover the
long outstanding loans.

ln the circumstances, the recoverability of the loan balances totalling Kshs.S,177,571
could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Bungoma County Assembly Car Loan and

Report of the Auditor-General on Bungomo County Assembly Members'Car Loan and Mortgage Scheme Fundfor
the year ended 30 June, 2022
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Conclusion
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!
Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance 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 Gharged 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 Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
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 its operations.

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

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how [t/lanagement monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsi bilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7\ of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always 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

Report of the Auditor-General on Bungoma County Assembly Members'Car Loan and Mortgage Scheme Fundfor
the year ended 30 June, 2022
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of these fi statements.

ln addition
performed

a

the audit of the financial statements, a compliance audit is planned
express a conclusion about whether, in all material respects, the activ

financial nsactions and information reflected in the financial statements are
compliance
an effective
and submit

Further, in

the authorities that govern them and that public resources are appl
way, in accordance with the provisions of Article 229(6) of the Con
e audit report in compliance with Article 229(7) of the Constitution

anning and performing the audit of the financial statements and audit of

of
at
in
ot
in

in
it

compliance, I consider internal control in order to give an assurance on the effective
of internal rols, risk management and governance processes and systems
accordance the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and s
the audit re rt in compliance with Article 229(7) of the Constitution. My consideration
the internal ntrol would not necessarily disclose all matters in the internal control
might be terial weaknesses under the lSSAls. A material weakness is a condition
which the ign or operation of one or more of the internal control components does
reduce to a relatively low level the risk that misstatements caused by error or fraud
amounts th would be material in relation to the financial statements being audited m
occur and n be detected within a timely period by employees in the normal course of

of
e

performing ir assigned functions

Because its inherent limitations, internal control may not prevent or d
misstateme and instances of noncompliance. Also, projections of any evaluation
effective to future periods are subject to the risk that controls may
inadequate use of changes in conditions, or that the degree of compliance with
Fund's polic

As part of

and procedures may deteriorate

n audit conducted in accordance with lSSAls, I exercise profess
judgement maintain professional skepticism throughout the audit. ! also

!dentify nd assess the risks of material misstatement of the financial statem

tn

in

whether ue to fraud or error, design and perform audit procedures responsive
those and obtain audit evidence that is sufficient and appropriate to p
basis for
fraud is
forgery, i

opinion. The risk of not detecting a material misstatement resulting ft

igher than for one resulting from error, as fraud may involve collus
nal omissions, misrepresentations, or the override of internal

a Evaluate e appropriateness of accounting policies used and the reasonableness
accounti g estimates and related disclosures made by the Management

a Conclud on the appropriateness of the Management's use of the applicable basis
accounti g and, based on the audit evidence obtained, whether a material uncerta
exists rel
ability to
required
financial r

to events or conditions that may cast significant doubt on the Fun

conclus ns are based on the audit evidence obtained up to the date of my a

,S

m

it

sustain its services. lf I conclude that a material uncertainty exists, I

draw attention in the auditor's report to the related disclosures in e
or, if such disclosures are inadequate, to modify my opinion

Report of the

a
m
n,

on Bungoma County Assembly Members' Car Loan and Mortgage Scheme Fund

5

June, 2022the year ended 3
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a.

I
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.

o Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
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

Nairobi

31 March, 2023

Report of the Auditor-General on BungomaCounty Assembly Members'Car Loan and Mortgage Scheme Fundfor
the year ended 30 June, 2022
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xchange transactions

I 581,594 3,118,229

581,594 3,118,229

2 5,469,972 4,914,105

5,469,972 4,914,105

for the period 4,997,379 1,795,876

Bungoma Cour
Reports and Fit
For the year en

11. Statement o

Nanre+€tiSiles

(The

Administrator

Assembly - Members Car Loan And Mortgage Scheme Fund
Statements

June 2022
Financial Performance For The Year Ended 30th June 2022

on pdges l6 to I9 form an integral part of these Financial Statements)

anjala Wafula
the Fund

Name: Elias askin

Fund Accountant

I

Note r-lv202112022 rw020D02l

KShs KShs

Revenue from r

lnterest income

Total revenue

Expenses

General expenses

Total expenses

Surplus/( deficit



Bungoma
Reports and
For the

12.

The
of the
2022 and

Administr

Assembly - Members Car Loan And Mortgage Scheme Fund

of Financial Position as at 30 June 2022

June 2022
Statements

Assets

Current a lse ts

8,323,563J 2,579,172Cash and r ash equilalents

4A 100,005,321 100,329,485Ctrrent po rtion oflong term receivables from exchange transactiors

Non-currt nt assets

70,277,7034B 21,457,620l,ong term receivables from exchange transactiom

20,686,22120,643,5',7 |4COther t orl ; term Receivables

144,685,685 199,616,973Total assr ts

Liabilities

Current I- iabilities

36,600,0005Trade and Other Payables from Exchange Transactions

36,600,000Total Lial rilitie s

163,016,973144,685,685tNet asset

193,500,000191,000,000Revolving lund

6 45,625,458 - 34,681,548Prior year ldjusfnent

Accrmrrlal 688,857 4,198,521:d surplus

163,016,973144,685,685Total net assets and liabilities

rg policies and explanatory notes to these financial statements form an integral part

ai itatements. The entity dnancial statements were approved on 30th September

red by:

2

tor of the Fund

anjala Wafula Name: Elias Taskin

Fund Accountant

rw0201202LNote r.stz0zln022I

KShs
I

(



Bungoma County Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Financial Statements

i

For the ended June30,2022
13. Statement of Changes in Net Assets for the year ended June2022

Wanjala Wafula Name: Elias Taskin

Fund AccountantAdministrator of the Fund

)

320,994,391Balance as at 1 July 2020 315,000,000 5,994,397

89,500,000 99,500,000kss:- Principal Car [oan Amount Ref,rnded as Car Grant

32,000,000 32,000,000lrssi Principal Car loan Amount outstanding written off

t,795,876 L,795,976Suqrlus(deficit) fbr the period

197,698,521193,500,000 4,198,521Balance as at 30 ,Iune 2021

4,198,521 197,698,521Balance as at I July 2020 193,500,000

2,500,000Lrss:- Prirrcipal Car [-oan Amount Reflurded as Car Grant 2,500,000

4,997,378 4,997,379Surplus(deficit) for the period

191,000,000 688,857 190,311,143Balance as at 30 Jurc 2022

3

Rcvolviug liund
:\cctrnrulatetl

surplus
'l otll

liShs KShs NShs



Bungoma Assembly - Members Car Loan And Mortgage Scheme Fund
Reports and Statements
For the June 2022

14. Of Cash Flows For The Year Ended 30 June 2022

(TPSAS 2 an entity to present the cash flow statement using the direct or indirect method

but the direct method. PSASB also recommends the use of direct method of cash flow

anjala Wafula ame: Elias Taskin

Admi ofthe Fund Fund Accountant

4

Cash flows fn m operating activities
Receipts

I 581,s94 3,llg,22gInterest receive J

581,594 3,118,229Total Receipt I

Payments
5,468.972 4,914,1052General expens 9S

5,468,972 4,914,105Total Paymen ts

(4,887,378) (1,795,876)Cash flows fn m operating activities

Adiustments;
5 ( 1 5,1 07)Prior year Adit s[nent

(s9,736,8s8) (123,47 t,712)vmgs 4ADebtors Borro'
2r,068,337 91,222,073rnents 4ADebtors Repay

172,8894C 42,650Irswance Rep; yrnents
(32,091,857)(38,625,871)

(33,887,734)(43,5t3,249)Net Cash flov s from Operating Activities
Cash flows fn m investing activities

48 41,368,858 80,988,973loan principal repawrcntsProceeds from
(2,500,000) (92,500,000)Car Grant

(l,800,000)4B (1,100,000)Loan disbtnsen Lents paid out

37,768,858 (13,311,027)Net cash flowt used in investing activities
(5,744,391) (47,198,762')Net increase/( decrease) in cash and cash equivalents

55,522,3258,323,563:quivalents at I JULY 5Cash and cash

9,323,5632,579,1723Cash and casl r equivalents at 30 JUNE

Note r\202y2022 FUZ020t202tI

KShs KShsI



Bungoma County Assembly - Members Car Loan And Mortgagc Scheme Fund
Reports and Financial Statements
For the year ended June 30, 2022

15. Statement of Comparison of Budget and Actual Amounts for the Period

Wanjala Wafula Name: Elias'laskin
Fund AccountantAdministrator of the Fund

KShs KShsRevenue I(Shs KShs KShs

100%581,594 581,594 581,594Interest inconp

Other income

100%581,594 581,594Total income 581,594

Expenses

5,468,972 (4,887,378) 940%581,594 581,594General expenses

5,468,972 (4,887,378) 940o/"581,594 581,594Total expenditure

4,997,378- 4,887,378Surplus forthe period

5

Original
budget

Adjustments Final budgel

Actual on

comparable

basis

Performance

difference

o//o

utilisation

2021 2021 2021 202r 2021 2021



Bungoma Assembly - Members Car Loan And Mortgage Fund
Reports and Statements
For the June30,2022
16. Notes to Financial Statements

l. General tion

The County Assembly Car Loan and Mortgage Scheme Fund is a revolving fund

established to the Salaries and Remuneration Commission (SRC) circular number

S 14 of 14m February 2014. Section 167 of the Public Finance Management

(PFM) Act 12 mandates the administrator of public funds with the preparation of annual

financial

anagement of the fund and as advised by the SRC in the circular under the

a county adopted the PFM regulations 2014 to guide in the

of the fund. The fund is internally administered in the county assembly by

the office of clerk.

The county Assembly car Loan and Mortgage Scheme Fund was set up by the

salaries and uneration commission through circular Ref No. SRC/TS/CGOVT/3/16 of
to members of the scheme.

The fund is holly owned by the county government of Bungoma and is domiciled in Kenya,

ective is to;the fund's

For proper
reference,

2013 as a

a)

b)

2. Sta

otherwise.
statements

funds for the imptementation of the objectives contemplated in (a) above.

of compliance and basis of preparation

The Fund's ial statements have been prepared in accordance with and comply with
Public Sector Accounting Standards (IPSAS). The financial statements are

presented in shillings, which is the functional and reporting culrency of the Fund. The

have been consistently applied to all the years presented.accounting

The statements have been prepared on the basis of historical cost, unless stated

a Ioan scheme for the purchase of vehicles and purchase, development,

or repair of residential houses to members of the scheme

cash flow statement is prePared using the direct method. The financial
prepared on accrual basis.

3. of new and revised standards

(i) new standards and amendments to published standards effective for the

year ed 30 June 2022

IPSASB the application date of standards from I't January 2022 owing to Covid 19

This was to provide entities with time to effectively apply the standards. The deferral

6

was set for 't January 2023



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June30,2022

New and amended standards and retations in issue but not effective in the ended 30 June2022

The objective of IPSAS 4l 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 4l 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.

Applicable: I January 2023:IPSAS 4l: Financial

Instruments

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

information that a reporting Entity provides in its financial statements about social benefits. The information

provided should help users of the financial statements and general-purpose financial reports assess:

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

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

Applicable: I January 2023IPSAS 42: Social Benefits

7

Effective date and impact:Standard



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June30r2022

/c\ The imnqnt nf qrrnh social henefits nrovided on the F,nfitv's financial nerformance- financial nosition and

cash flows

Applicable: lst January 2023:

a) Amendments to IPSAS 5, to update the guidance related to the components of borrowing costs which

were inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and credit risk which were

inadvertently omitted when IPSAS 41 was issued.

c) Amendments to IPSAS 30, to update the guidance for accounting for financial guarantee contracts which

were inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifying financial instruments on initial adoption of

accrual basis IPSAS which were inadvertently omitted when IPSAS 4l was issued.

Amendments to Other

IPSAS resulting from

IPSAS 41, Financial

Instrunrents

o IPSAS 22 Disclosure of Financial Information about the General Government Sector.

Amendments to refer to the latest System of National Accounts (SNA 2008).

o IPSAS 39: Employee Benefits

Now deletes the term composite social security benefits as it is no longer defined in IPSAS.

o IPSAS 29: Financial instruments: Recognition and Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now superseded by IPSAS 41 which is

applicable from l't January2023.

Applicable January 2023Other improvements to

IPSAS

8

Effective date and impact:Standard

--'r



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the r ended June 2022

(iii)Early adoption of standards
The entity clid not early - adopt any new or amended standards in year 2022

9

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.

Applicable ld January 2025IPSAS 43

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured at the lower of carrying amount 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 the statement of

financial position and the results of discontinued operations to be presented separately in the statement of

financial performance.

Applicable January 2025IPSAS 44: Non- Current

Assets Held for Sale and

Discontirtued Operations

Effective date and impact:Standard



Bungoma C ty Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the ended June 2022

Accounting Policies

non-exchange transactions

other government entities

non-exchange transactions with other govemment entities are measured at fair

the transfer
gnized on obtaining control ofthe asset (cash, goods, services and property) if
free from conditions and it is probable that the economic benefits or service

t.s
a) Revenue

i. Revenue

Transfers

Revenues
value and

Interest
estimated

accordance

potential to the asset will flow to the entity and can be measured reliably-

ii. Revenue m exchange transactions

Interest in

is accrued using the effective yield method. The effective yield discounts

cash receipts through the expected life of the financial asset to that asset's

net carrying The method applies this yield to the principal outstanding to determine

interest each period.

b) Budget
The original for FY 202l-2022 was approved by the County Assembly on I 9th August
2021 revisions or additional appropriations were made to the approved budget in

specific approvals from the appropriate authorities. The additional

In addition

the

are added to the original budget by the entity upon receiving the respective

approvals in to conclude the final budget.

The entity's
disclosed in

budget is prepared on a different basis to the actual income and expenditure

financial statements. The financial statements are prepared on accrual basis

uslng a based on the nature of expenses in the statement of financial
whereas the budget is prepared on a cash basis. The amounts in the financial

statements recast from the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and

actual prepared on a comparable basis to the approved budget, is then presented in
of comparison of budget and actual amounts.

the Basis difference, adjustments to amounts in the financial statements are also

made for in the formats and classification schemes adopted for the presentation of
the statements and the approved budget.

l0



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June30,2022
Summary of SigniJicant Accounting Policies (Continued)

c) Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and

impairment losses. Cost includes expenditure that is directly attributable to the acquisition of
the items. When significant parts of property, plant and equipment are required to be replaced

at intervals, the entity recognizes such parts as individual assets with specific useful lives and

depreciates them accordingly. Likewise, when a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the

recognition criteria are satisfied. All other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

d) Intangible Assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

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

a) Financialinstruments

Financial assets

Initial recognition and measurement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classif,red 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.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. After initial measurement, such financial
assets are subsequently measured at amortized cost using the effective interest method, less

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

acquisition and fees or costs that are an integral part of the effective interest rate. Losses

arising from impairment are recognized in the surplus or deficit.

lt



Bungoma Clunty Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June30,2022
Summary of$ignificant Accounting Policies (Continued)

Held-to-matilrity

Non-derivati{re financial assets with fixed or determinable payments and fixed maturities are

classified as [reld to maturity when the Entity has the positive intention and ability to hold it
to maturity. After initial measurement, held-to-maturity investments are measured at

amortized cqst using the effective interest method, less impairment. Amortized cost is

calculated by taking into account any discount or premium on acquisition and fees or costs

that are an idtegral part of the effective interest rate. The losses arising from impairment are

recognized irf surplus or deficit.

I mp a irm e nt of Jin o n cia I as sets

The Entity a$sesses at each reporting date whether there is objective evidence that a financial
asset or u 

"rlity 
of financial assets is impaired. A financial asset or a entity of financial assets

is deemed tolbe impaired if, and only if, there is objective evidence of impairment as a result
of one or mfre events that has occurred after the initial recognition of the asset (an incurred
'loss event') and that loss event has an impact on the estimated future cash flows of the

financial asspt or the entity of financial assets that can be reliably estimated. Evidence of
impairment rhay include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

Financial tiltitities

Initial recogTrition and measurement

Financial liapilities within the scope of IPSAS 29 are classified as financial liabilities at fair
value throu$h surplus or deficit or loans and borrowings, as appropriate. The Entity
determines tfie classification of its financial liabilities at initial recognition.

All financiaf liabilities are recognized initially at fair value and, in the case of loans and

borrowings, plus directly attributable transaction costs.

Loons and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized c$st using the effective interest method. Gains and losses are recognized in surplus

or deficit u,trhen the liabilities are derecognized as well as through the effective interest

rnethod amoflization plocess.

Amorlized lost is caloulated by taking into acoount any disot-runt or pretnium on acquisition
and fees or (osts that are an integral part of the eft'ective interest rate.

t2



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For thc year ended June30,2022
Summary of Signilicant Accounting Policies (Continued)

Co ntingent liabilitie s

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

embodying economic benefits or seruice potential is remote.

Contingent assets

The Entity does not recognize a contingent asset, but discloses details of a possible asset

whose existence is contingent on the occunence or non-occulTence of one or more uncertain

future events not wholly within the control of the Entity in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are

appropriately reflected in the financial statements. If it has become virtually ceftain that an

inflow of economic benefits or service potential will arise and the asset's value can be

measured reliably, the asset and the related revenue are recognized in the f,rnancial statements

of the period in which the change occurs.

b) Nature and purpose ofreserves

The Entity creates and maintains reserves in terms of specific requirements.

c) 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.

d) Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a

separate entity (a fund) and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to employee service in the cument and prior periods. The contributions to fund obligations for
the payment of retirement benefits are charged against income in the year in which they
become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proporlional basis to all participating employers. The

contributions and lump sum payments reduce the post-employment benefit obligation.

l3



StS

being or
construction the asset is complete. Further borrowing costs are charged to the statement of
financial

0 Rel

The Entity

parties

a related party as a person or an entity with the ability to exert control

individually
Members of

jointly, or to exercise significant influence over the Entity, or vice versa.

management are regarded as related parties and comprise the directors, the

CEO and managers.

g) Cash cash equivalents

Cash and equivalents comprise cash on hand and cash at bank, short-term deposits on

call and liquid investments with an original maturity of three months or less, which are

readily to known amounts of cash and are subject to insignificant risk ofchanges

in value. account balances include amounts held at the Central Bank of Kenya and at

vanous banks at the end ofthe financial year. For the purposes ofthese financial

e)

Borrowing
equipment.

statements,
authorised

h)

Where

i)

There were

i)

The entity
Car Loan

Bungoma C Assembly - Members Car Loan And Mortgage Fund

Reports and Statements
For the June30,2022
Summary of iJicant Accounting Policies (Continued)

g costs

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

borrowing costs are capitalized over the period during which the asset is

constructed and borrowings have been incurred. Capitalization ceases when

Fund) Regulations,20lT on 16th January 2017 atd The Public Finance

Mr (Bungoma I

on l gth
County Assembly) (EmPloYees'
April 2018. Its ultimate Parent

Mortgage Scheme Fund)

2018 is the County Assembly of
Bungoma.

k) Cu

statements are presented in Kenya Shillings (Kshs).

and cash equivalents also include short term cash imprests and advances to

officers and/or institutions which were not surrendered or accounted for at

the end of financial year

figures

comparative figures for the previous financial year have been amended or

to conform to the required changes in presentation.

after the reporting period

material adjusting and non- adjusting events after the reporting period.

and Holding Entity

a County Public Fund established The Bun goma County Assembly (EmPloYees'

The

l4



Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June30,2022
Summary of Significant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset

or liability affected in future periods.

State all judgements, estimates and assumptions made e.g.

a) Estimates and assumptions - The key assumptions concerning the future and other key
sources of estimation uncertainty at the reporting date, that have a significant risk of causing a

material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are described below. The Entity based its assumptions and estimates on parameters
available when the consolidated financial statements were prepared. However, existing
circumstances and assumptions about future developments may change due to market
changes or circumstances arising beyond the control of the Entity. Such changes are reflected
in the assumptions when they occur. IPSAS 1.140.

b) Useful lives and residual values

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

processes

l5
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Bungoma Assembly - Members Car Loan And Mortgage Fund
Reports Financial Statements
For the ended June 2022

6. Notes to Financial Statements

1. Interest

2. Use of and Services

3. Cash cash equivalents

Detailed ofthe cash and cash are as follows:

*

:}

3,118,229Interest incorfie from Car & Mortgage Loan 581,594

581,594 3,118,229Total interest incomc

5,444,800 4,g94,8ooHospitality (l Jlowarces)

19,30524,172.00Other experu es-Bank Charges

4,g14,lo55,468,972Total

8,323,5632,579,172Current acco mt

9,323,5632,579,L72Total cash a nd cash equivalents

Current acc Dunt

2,466,2r4 8,202,37rKenya Corrrrrcrr ;ial bank 1220563730

12t,t931265050945 112,958Kenya Connrnn :ial bank Collectbn

Bank Of Africa 2624950004

2624950017Bank Of Africa

8,323,5632,579,172Total

l6
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Fv202012021Fv202112022Description
KShs KShs
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Bungoma County Assembly - Members Car Loan And Mortgage Fund
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4. Receivables from exchangc transactions

*

*

*

*

*

Current Receivables

Balance b/f 100,329,485 67,079,846

t23,47 t,712Add:- Additional bonowings 59,736,858

1,000,000Add:- Bonowings adiustnent

160,066,343 191,551,558

2t,068,337 91,222,073[rss:- [-oan repayrrrcnts

2,252,431Less: other borowings adjuslnent

[rss:- Tax on Car prant paid bv CASB 36,600,000

lrss:StaffDeductions Credited to MCA A/c t,960,254
100,329,48598,185,321

1,820,000.00Payro ll Deductions receivable

100,005,321.03 100,329,485.13Total Current rece ivables

Non Current receivables

70,27',7,703 117 ,533,117Balance b/f
Less:- Old [.oan repayrrrents adiushrpnt 11,34t,705

r,933,559Add:- Outstanding loans aditsnrent 2,358,048

61.294,047 179,466,677Ad.iusted Balance b/f
32,000,000kss:-Car loan outstanding balance written off

147,466,677

l,800,000Add :- Loan disbursments 1,100,000

2,2s2.431 2,000,000Addi Loan disbursments adiurrpnt

64,646,478 151,266,677

80,988,973Less:- I-oan repayrrrcnts 43, I 88,858

21,457,620 70,277,703[,<lng term loan repaynre nts due

Othe r e xchange de btors-Ins urance Re ce ivable

20,686,221 20,859,1l0Balance b/f
(42,6s0) (l 72,889)Less:- Irsurance received

Other Exchange Debtors 20,643,571 20,686,221

90,963,92542,101,191Total Non current receivables

140,286,512 191,293,410Total reccivables from e.xchange trlnsactions

t7
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ended June30,2022
5. Trade other payables from exchange transactions

6. Prior ustment

Prior year detailed analysis
Prior ycar

*

36.600,000Balance b/f
36,600,000Tax on Car Gr rnt Payable

36.600.000[rss:-Payrrent oftaxbyCASB
36,600,000

8,323,9838,339,090 I 5,1 07Bank Account Balances
9,010,351 61,267,35270,277,703Receivables

36.600.000- 36,600,000.00Payables
4s.625,4s8 32,991,33678,616,794

2020D021
(Restated)

2020n021
(Rcportcd)

Efrect on

2020t202r Commcnt

Kshs Kshs Kshs

420 Being bank charges from the collection bank accotutt

of last finarcial year Ieft out in the firnncial statenEnts.
General Expenses 2 4,9t4,105 4,9 r 3,688

l. Being adjustnrent of Bank of A-frica balances of
Kshs. 15,107 to NIL as a result of closure of the

Accounts in the financial year 2017D018.
8,139,090 8,323,563 15,527

2. Being adjustnrcnt ofbank balance for collection

Account captured as Kshs. 121,613 instead of
Ksts.l2l,l93

Cash ard cash

equivalents
3

l. Being reversalof Kshs.1,500,000 car gant

payrEnt to Godfrey Mukhwana caph[ed errorrously

as refiud ofCASB borrowing

2. Being ban issued to Ermrnnuel Situra of Kshs.

500.000 wrondy classifed as borrowinp

4A 100,329,485 99,329,485 1,000,000Current Receivabl :s

I . Kshs. 1,933,559 being adjuhnent in ban

outstanding brought furward as a result of
reconciliation with nenpbers' arnrotization schedules.

2. Kshs. 500,000 being loan issue to Ben Kipkut

caphred enoneously as car grant (32,000,000 tom
3 r,500,000)

3. Kshs 1,500,000 erroneously captured as car grant

irstead of Lnan issues ( Rael and Kipkut). Kshs.

500.000 erroneously capnred as CASB borrowing

rnstead of loan issue. (Ernmanuel Siturna)

70,277,703 66,844,t44 3,433,5 5eNon Current rece vables 4B

1/. r)()o (xy) Being introcluction of rax payable to Car grant trot

captured rn the prevous year
l'r./rOO 000

t8

Adiusted **Balance h/f Adiustments
drrrinp fhe vear Balance UfFY202O-2021as

FV2020-2021
KshsKshs KshsDescriotion C)1 The Error

(



Bungoma County Assembly - Members Car Loan And Mortgage Fund
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For the year ended June 30,2022
Other Disclosures

7. Related party balances

a) Nature of related party relationships

Entities and other parties related to the Fund include those parlies who have ability to
exercise control or exercise significant influence over its operating and financial decisions.
Related parlies include management personnel, their associates and close family members.
The fund/scheme is related to the following entities:

a) The County Government;
b) The Parent County Government Ministry;
c) Key management;
d) Fund administration committee; etc.

b) Due from related parties

Due ftom the County Assembly Board 98,185,321 100,329,485

98,185,321 100,329,485Total

l9
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Bank Ileconciliation Statements Fo-30
REPUBLIC OF KENYA

COUNTY GOVERNMENT OF BUNGOMA
COUNTY ASSEMBLY OF Bt'NGOMA

C(JUN I Y ASsIIIVII'LY (-,! I'UNL,('IYIA LAK L(JAI\ DLTIIIIVIE
ACCOU\T NO:1265050945
BAn. K R ECONCI LIATION STATEMENT
AS AT 3OTH FEBRUARY 2022

Balancc as t)er Bank Certificate

LESS:
COLUMN I:
Paynerrt n thc ('aslr Book mt yet presented for payrnent

COI.,UIVIN II:
Receipt irr tlre llarrli Staterrent rct yet recorded in the Cash Book

ADD:
col.l-JMN lll:
Paynent nr the Bank Staternent not yet recorded in the Cash Book
COI-Lll\,t N l\/:
Recci)t rr tlre ('ash Book rlot yet recorded in the Bank Staternent

Balance as per The Cash Book

Caslr bor,k llahnce
Diffcrerrcc

I Cenlly rlmL I have veriH tlre Bank Bahnce in the cash Book with the

AMOUNT
I 12,958.00

1 12,958.00

112,958.00

COLUMN I
Date Details

COLUMN II
Date Details

COLUMN III
Date Details

COLUMN IV
Date Details

Cheque No. Amount

Cheque No. Amount

Cheque No. Amount

Cheque No. Amount

the above rccorpilbtbn b cogggL

]y1.,(i,v,'',14*\ * aT ( .-t ['l'o -=-.I..\...."......."
Desigrntbn Date

Signatrre Designatbn Date

30

Sigl)atr[.c Desrgrrattrn Date
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REPUBLIC OF KENYA
COUNTY GOVERNMENT OF BI]NGOMA

COLINTY ASSEMBLY OF BI]NGOMA
COUNTY ASSEMBLY OF BLINGOMA CAR LOAN SCHEME
ACCOUYt NO:1220563730
Bru.* K RE CO N C ILIATION STATEMENT
AS AT 30TH JLrNE 2022

AMOT]NT
2,404,460.19

COLIJMN I
Date Details

COLUMN II
Date Details

COLT.JMN III
Date Details

COLT'MN IV
Date

23/O9/2021

FO 30

Cheque No. Amount

Cheque No. Amount

Cl.reque No. Amount

Cheque No. Amount
6l 754.27

6t 754.27

Balance as per Bank Certificate
LESS:

COLI.JNIN I:
Payrr:rrt in tlre Cash Book not yet presented for paynrcnt

COLI.]IVIN II:
Reccipt irr tlre Bank Statement not yet recorded in ttre Cash Book

ADD:
COLI-jl\lN llI:
Payrcnt in m\ Batrk StaterrEnt rrct yet recorded in tirc Cash Book

COLIIIVIN IV:

Receipt rrr thc Casl] Book not yet recorded in the Bank Staternent

Balance as per'fhe Cash Book

Cash bo,rk BaLrrrcc

Dillbrerrcc

I Cerrily rlrat I lril,c veritied ttre Bank Balarrce in the cash Book wift the

Banli Stlterr-*nt atxl ttat the abole recorrcilhtion b correct-

6t,754.27

2,466,2t4.46

2,466,2t4.46

(0.00)

Details

Sept receipt less

@*
DateSiEuture

Signatut'

Designatbn

Desigratbn Date

Signturc Designation Date

2l
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17. Financial risk management
The Fund's pctivities expose it to a variety of financial risks including credit and liquidity
risks and effects of changes in foreign currency. The Fund's overall risk management
programme focuses on unpredictability of changes in the business environment and seeks to
minimise thd potential adverse effect of such risks on its performance by setting acceptable
levels of risk. The Fund does not hedge any risks and has in place policies to ensure that
credit is onl$ extended to customers with an established credit history.

The Fund's 
{inancial 

risk management objectives and policies are detailed below:

a) Credit rfsk

The Fund h{s exposure to credit risk, which is the risk that a counterparty will be unable to
pay amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits
with banks, as well as trade and other receivables and available-for-sale financial
investments.

Managemen{ assesses the credit quality of each customer, taking into account its financial
position, pas[ experience and other factors. Individual risk limits are set based on internal or
external asstssment in accordance with limits set by the directors. The amounts presented in
the statemeqt of financial position are net of allowances for doubtful receivables, estimated
by the entity's management based on prior experience and their assessment of the current
economic environment.

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
uncollectibld amounts that the entity has recognised in the financial statements is considered
adequate to 

$over 
any potentially irrecoverable amounts.

The fund adininistration committee sets the Fund's credit policies and objectives and lays

down param{ters 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 shori, medium and long-term funding and liquidity management requirements. The
entity mana$es liquidity risk through continuous monitoring of forecasts and actual cash

flows.

c) Market fisk

The board h{s put in place an internal audit function to assist it in assessing the risk faced by
the entity on] an on-going basis, evaluate and test the design and effectiveness of its internal
accounting apd operational controls.

Market ris[< is the risk arising from changes in rnarket prices, such as iuterest rate, equity
prices and t(rreiun erchanqe rates which will atl'ect the entity's income or the value of its

holding of fifrancial instruments. The objective of market risk management is to manage and

control mar{et risk exposures within acceptable parameters, while optimising the return.
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Overall responsibility for managing market risk rests with the Audit and Risk Management
Committee.

The Fund's Finance Department is responsible for the development of detailed risk
management policies (subject to review and approval by Audit and Risk Management
Committee) and for the day-to-day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

d) 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.

e) Capital risk management

The objective of the Fund's capital risk management is to safeguard the Fund's ability to
continue as a going concern.
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18. Progress on Follow up ofPrior Year Auditor's Recommendations

Thc lbllowing is rhe summary of issues raised by the extemal auditor, and management commeirts that werc provided to the auditor. We

to be resolved.

2

Adjustments have been made in the
current Financial year statements
(FY201912020) to reflect the Bank
reconciliation statement and cash

book.

For the Bank of Africa Accounts, The
Bank certificate balance is equal to
the Cash book balance. i.e. there are
no unreconciled effects.

See also attached Bank reconciliation
statements for reference. (Appendix
l)

ResolvedCash and Cash Equivalents
It was noted the cash and cash

equivalents balance of Kshs.4,9'13,973

which is detailed under note 4 to the

financial statements reflects a bank

balance of Kshs.4,973,973 as at 30 June,

2019. However, review of the bank

reconciliation statements revealed that

the management used the bank

certificates of balance for the three (3)

bank accounts instead of the reconciled

cash book balances totaling

Kshs.10,598,566, resulting into an

unreconciled variance of Kshs.5,624,893

ResolvedThe figures agree to the supporting
schedules. See the summary,recasted
plus schedules attached in Appendix
2.

Non-Current Receivables

Included in the figure of non-current

receivables of Kshs.276,955,516 under

note 58 is long term loan repayments

due of Kshs.255,155,516. However,

recasting of the reported long term loan

24
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repayments balance yielded a figure of
Kshs.255,137,120 leading to an

unexplained variance of Kshs.l8,396.

As a result, the accuracy of the long

term loan repayments balance of
Kshs.255,155,516 could not be

confirmed

2 \ on-Current Receivables

Included in the figure of non-current

receivables of Kshs.276,955,516 under

note 58 is long term loan repayments

due of Kshs.255,155,516. However,

recasting of the reported long term loan

repayments balance yielded a figure of
Kshs.255,137,120 leading to an

unexplained variance of Kshs.18,396.

As a result, the accuracy of the long

term loan repayments balance of
Kshs.255,155,516 could not be

confirmed

Lack of Security on Loan Disbursed
to Members

It was noted that the long term loan

repayments due totaling

J

ResolvedThe figures agree to the supporting
schedules. See the summary,recasted
plus schedules attached in Appendix
2.

On-goingThe management is facing
challenges in the implementation of
the recommendation due to

budgetary constraints. The titles
have been submitted to the fund and

Kshs.2 9s5 16 under note to the

25

Referencc No. Issue / Observations from Auditor
on the extcrnal
auclit Rcport

Management comments Focal
person
resolve
issue

Point Stahrs: Timeframe
to

the



)

Bungoma County Assembly - Members Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June3012022

-T
financial statements, include a balance
of Kshs.255,155,516 for both car loan
and mortgages which are not secured
with on of and title

Un-collected Loans Arrears
Il

the request to charge through an

advocate has been launched.
However, there has been delay in
implementation of the instructions
at the lands office due to
management instability and COVID
19.

, deeds on joint ownership of the acquired
, assets contrary to regulations which

require joint registration of ownership
and placing the title document in
custody of fund administration.

In the circumstances, the Fund
contravened Regulation 8(2) of the
Public Finance (County Assembly Car
Loan (Members) Scheme Fund)
Regulations, 2018 that requires the log-
book ofa vehicle subject to a loan from
the Fund to be issued jointly between
the County Assembly and the member
of the Scheme and be kept in the
cr.rstody of the officer administering the
Fund until the loan is repaid in fulI by
the member of the Scheme.

Further, the Fund failed to adhere to
Regulation l5(l) of the Public Finance
Management (County Assembly
Mortgage (Members) Scheme Fund)
Regulations, 2018, which requires the
Fund to have a charge registered on the
property financed through a loan
granted and its name entered in all
documents of title for such property.

On-goingThe Fund administrator noted
this and gave demand notices

a Fund
Administration

4.

was noted that included in the
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5

tenn loan repayments due of
Kshs.276,955,516 under note 5(b) in the

financial statements is a non-recovered
arnount of Kshs.33,900,825 relating to
loans advanced to members of the first
county assembly who did not make it to
the current parliament. It was noted that
no progress had been made to initiate
recovery of the outstanding loans held
by tbrmer rnembers in absence of formal
security documentation.

Consequently, the Fund was not in
compliance with Regulation 12 of the

Public Finance (County Assembly Car

Loan (Members) Scheme Fund)

Regulations, 2018 states that a loan

advanced shall be repaid in full over a

maximum period of sixty (60) months

and Regulation 13 (1) of the Public
Finance Management (County Assembly
Mortgage (Members) Scheme Fund)

Regulations, 2018 which states that a
: loan granted shall be fully repaid at the

end of the term of that AssemblY.

ln the circumstances, it was not possible

to ascertain the recoverability ofthe loan

balance of Kshs.33,900,825 reported as

at 30 2019.

Lack of an Approved Budget
Review of the Fund's loan management

comrnittee minutes and financial
statements for the

Committeeto affected members.

Attached herewith are copies
of cash deposits to the fund
accounts which show effort
by members towards
repayment. And further the

delayed recoveries were
Iargely occasioned by delayed
exchequer releases

Today the current reason for
uncollected loan alrears is

because the members of the

Assembly term came to an

end eight months earlier and

this was not foreseen during
disbursement

a

a

ResolvedFund
Administrator

'

under review
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revealed that operation of the Fund were
not guided by an approved budget.
Therefore, administration of the Fund
was not conducted in compliance with

Fund
Administration
Committee

On-goingWe wish to confirm that re-
imbursements of the borrowings is
on-going and please find attached
schedule of repayment (bank

statement).The entire Service Board
borrowings were occasioned by
delayed exchequer releases. Attached
is the commitment letter from the
County Assembly Service Board.

6.

Section I of the Public Finance
Management Act 2012, which requires
the accounting officer to prepare

estimates of expendinrre of the entity in
confonnity with the strategic plan.

In the circumstances, the Fund
conducted its business during the year

under review in breach of the law.

Outstanding Borrowings by County
Assembly Service Board

The statement of the financial position
of the Fund reported a figure of
Kshs.36,722,914 in respect of un-
refunded borrowings by the CountY
Assembly Service Board under note 5(a)

in contravention of Regulation 4 of both
the Public Finance Management
(County Assernbly Members Car Loan
Scheme Fund) Regulations, 2018 and

the Public Finance Management
(County Assembly Members Mortgage
Fund) Regulations, 2018 which states

that the object and purpose of the fund is
to provide a loan scheme for the
purchase of vehicles by members of the

scheme and for the purchase,
renovatron or of

28
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7 Non-Recovery and Remittance of
Fringe Benefit Tax
It was noted that the Fund did not remit
to Kenya Revenue Authority (KRA)
fringe benefit tax accrued from the low
interest loans extended to its members

during the year amounting to

Kshs.Z,947,592.
Thus, the management of the Fund did
not comply with the Section 12(Bl) of
the lncome Tax Act, 2010 that requires
an employer to pay fringe benefit tax in
respect of a loan provided to an

ernployee or director at an interest rate

lower than the market interest rate.

Further, the administrator was in
contravention of Section 12(3) of the

Act which requires that fringe benefit
tax to be charged on the total taxable

value ofa fringe benefit provided by an

employer in a month and remitted on or
before the tenth day of the following
month to KRA.
Consequently, the Fund is exposed to

penalties and interest due to non-
compliance with provisions of the

Income Tax Act.

residential property by members of the
scheme, respectively

The management has been unable to
remit the fringe benefit tax due to
limitation of fund and the committee
has written to the County Assembly
Board to pay the related tax on its
behalf. The previous amounts due has

so far been remitted.
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