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Meru County Executive Staff Housing Fund
Annual Report and Financial Statements for the year ended June 30, 2022
l. Key Entity Information and Management

a) Background information

The Meru County Executive Staff Housing Fund is established by and derives its authority and
accountability from The Meru County Executive Staff Housing Fund Regulations 2015.

The Fund is wholly owned by the County (iovernment of Meru and is domiciled in Kenya.

The fund's objective is to provide loans lbr the purchase, development, renovation or repair of
residential houses to members of staff and raise funds for the implementation of the ob.jectives stated.

The Fund's principal activity is to provide housing loans to members of staff.

b) PrincipalActivities

The principal activity of the Fund is to provide housing loans to members of staff.

c) Board of Trustees/Fund Administration Committee

Samuel Murithi
j Kabii Chabari

d) Key Management

4 J Kabii Chabari

e) Registered Offices

P.O. Box 120

County Headquarters Building
Meru - Nanyuki Road
Nairobi. KENYA

f) Fund (lontacts

Telephone : (+25 47 26980225)

g) Fund Bankers

Accountin Officer

iii 
I

I Administrator
2 Chairman

Rufus Miriti Mwcreria
Julius Mbaabu M'lnoti

J

4

I Rufus Miriti Mwereria Administrator
2 Julius Mbaabu M'lnoti Chairman
J Samuel Murithi Secretarv

J,

Sccretary
Accor"rnting Olllccr

Rcf , Name Position

Ref Name Position
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1. Kenya Commercial Bank

h) IndependentAuditors

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

i) Principal Legal Adviser

The Attorney General
State Law Office
Harambee Avenue
P.O. Box 40112
City Square 00200
Nairobi, Kenya
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Meru County Executive Staff Housing Fund
Annual Report and Financial Statements for the year ended June 30, 2022

2. The Board Of Trustees

1. Rufus Miriti Mwereria

Fund Administrator

DOB: 1962

ACADEMIC QUALIFICATIONS: PhD in Education-Mount
Kenya University, M.A in Policy and Leadership- Moi
University(2010-2012), Bachelor of Education-Moi
University( 1990-1994), Post graduate diploma in
Administration and Management- Cambridge University.

WORK EXPERIENCE: County Secretary-Meru County
Government(To date), Director TSC Mbeere South(2015-
2017), Deputy District Education Officer(2000-2014). Teacher
at Maua Girls(l 994-1999).

2. Julius Mbaabu M'lnoti

Fund Chairman

DOB: 24.08.1962

ACADITMI(l QtJAI.IFICATIONS: Bachelor of Laws. University of
Nairobi- l9tl4 to 1987, Diplorna in in Legal Systems, Kenya School
of Law-1988, Mernberof the Law Societyof Kenya, Memberof the
International Cornrnission of Jurist, Current chairman of the Boardof
Management, Meru Teachers College.

WORK EXPERIENCE: Managing partner at Mbaabu M'lnoti& Co.
Advocates from 1990 to date, Notary Public & Commissioner for
Oaths. State Counsel-State Law Office Nairobi( 1989- I 990).

3. Samuel Murithi

Fund Secretary

DOB:23.06.1961

ACADEMIC QTJALIFICATIONS: Bachelor of Education,
Un iversity of Nairobi- I 996 to 2000, Master of Education, University
of Nairobi- 2001 to 2004. Phd in Education Administration and
Managernent. tJniversity of Nairobi-2013 to date.

WOIt K EX PIrRI IlNC E: Irxarn i nation/Curricu Ium Master at Gikurune
Secondary School(1989-2003). Lecturer at Meru Teachers College
(2004-2014). Part time lecturer: [Jniversity of Nairobi and Mount
Kenya University (2006-2017), Director Administration and Human
Resource (Jan. 2018 to date), Director Education and Community
Mobilization Alcoholic Drinks and Control Boards (2015 to Jan.
2018), Chief of Staff County Government of Meru (2014-2015).

4. Joseph Kabii Chabari

Fund Accounting Officer

I)OB: 1982

ACADEMIC QUALIFICATIONS: MBA (Finance option) at Meru
University of Science and Technology (2011-2013), Business
Administration (Accounting option) at Maseno University (2004 -

2008), CPA (K) from KASNEB (2006 - 2008)

WORK EXPERINCE: Chief Officer Finance Economic Planning
and IC'f - Meru County Government of Meru (Feb. 201 8 to date),
(-hiel'Accountant- -l'lre National Treasury (Jan. 2008 - 2018).

vl

Name Details of qualilications and experience

I
I!r

ffir
q[D"

q;.*{'t

,it) ir

,* --



; Meru County Executive Staff Housing Fund
Annual Repo rt and Financial Statements for the year ended June 30,2022
3. Management Team

DOB: 1962

ACADITMIC QLiALIFICATIONS: PhD in
Lducation-Mount Kenya University, M.A in
Policy and Leadership- Moi University(2O1 0-
2012), Bachelor of Education-Moi
University(1990-1994), Post graduate diploma in
Administration and Management- Cambridge
University.

WORK EXPIIRIENCE: County Secretary-Meru
County Government(1'o date), Director TSC
Mbeere South(2015-2017), Deputy District
Education Officer(2000-2014), Teacher at Maua
Girls( 1994-1999).

1. Rufus Miriti Mwereria

Fund Administrator

DOB: 24.08.1962

ACADEMIC QLJALIFICATIONS: Bachelor of Laws,
University of Nairobi- 1984 to 1987, Diploma in in
L.egal Systerns, Kenya School of Law-1988. Member
of the Law Society of Kenya, Member of the

International Commission of Jurist, Current chairman
of the Boardof Management, Meru Teachers College.

WORK EXPERIENCE: Managing partner at Mbaabu
M'lnoti & Co. Advocates from 1990 to date, Notary
Public & Commissioner for Oaths, State Counsel-
State Law Office Nairobi( 1989- 1990).

2. Julius Mbaabu M'lnoti

Fund Chairman

DOB 23.06.1961

ACADEMIC QUALIFICAl-IONS: Bachelor of
E,ducation, University of Nairobi- 1996 to 2000,

Master of Education. University of Nairobi- 2001 to

2004. I'hd itt lrducation Adrninistration and

Management, LJniversity of Nairobi-2013 to date.

WORK EXI'}ERIENCE: Examinatiorr/Curriculum
Master at Gikurune Secondary School(1989-2003),
Lecturer at Meru Teachers College (2004-2014), Part
time lecturer: [Jniversity of Nairobi and Mount Kenya
[Jniversity (2006-201 7), Director Administration and

Human Resource (Jan. 201 8 to date), Director
Education and Contmuniry Mobilization Alcoholic
Drirrks and Control Boards (2015 to Jan. 2018), Chief
of Staff County Government of Meru (2014-2015).

3. Samuel Murithi

Fund Sccretary

vi l l'r .:
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Meru County Executive Staff Housing Fund
Annual Report and Financial Statements for the ended June 30, 2022

4. Joseph Kabii Chabari

Fund Accounting Officer

I

DOB: 1982

ACADEMIC QUALIF'ICATIONS: MBA (Finance
option) at Meru [Jniversity of Science and
'l'cchnology (201 l-201 3), Business Adrninistration
(Accounting option) at Maseno University (2004 -

2008), CPA (K) from KASNEB (2006 - 2008)

WORK EXPERINCE: Chief Officer Finance
Economic Planning and ICT- Meru County
Government of Meru (Feb. 2018 to date), Chief
Accountant- The National Treasury (Jan. 2008 -
20 r 8).
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Meru County Executivc Stalf Housing Funcl
Annual rt and Financial Statements lbr the year ended .Iune 30, 2022

4. Fund Chairperson's I{eport

On behalf of 'fhe lJousing Loans Management Conrnrittee. I take this opportunity to present to LI

the 12 months, ended 3Oth June 2022, reports and llnancial statements pursuant to section l8 ( of
The Meru County Executive Staff Housir-rg Fund R.egulations 201 5 which states that: within a
of three months after the end of each flnancial period, the Comrnittee shall submit to the A
General, the accounts of The Irund together with:

a) A statement of financial position at the thirticth da,v" ol'.lur-re;
b) A statement of comprehensive incomel
c) A statement of cash flow fbr the year endecl:
d) A summary of significanl accounting policies and othe'r explanatory inlbrmation.

In the FY 2021122 there was no budgetary allocation lbrthe fund and therefore, there was no
to the Fund during the Financial Year.

I therefore request the County Governnrent o1'Meru f or rnure llnancial and human resolrrce
so as to realize the growth and devclopurcr-rt ol'this [:ur-rd.

During the financial under review. the Fund's request to the Fixecutive to have an office
approved and an office was allocated, which we later furnished to enable easier running of the F
activities.

'l'he Committee contlrms that Thc Fund renritins lilcuscd on its mandate and is in the pro of'
setting structLlres that w lacilitate the ;lerlirrnrancc ol'thc lirnctiorrs ol''l he ('ommittce

rt

S

Signed:

Julir"rs Mbaabu M'lnoti

/
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Meru County Executive Staff Housing F und
Annual lLeport and Financial Statcmcnts for thc l'car e ntlcd .lune 30, 2022
5. Report of The Fund Administrator

'l'he Meru County Executive Stafi'I'lousing Furnd Regulations 2015 requires the Fund to prepare

financial statements at the end of each flnancial period. I am pleased to present the financial statentents

for the board. for the period ended 3Oth June 2022.

'fhe Meru County E:xecr-rtive StalJ'l'lousing Fr.rnd was createcl in 2015. through a regulation of the

County Assembly of Meru. to providc loans {br the purchasc, developntent. renovation or repair o[
residentialhouses to membcrs o1's1afl'anc1 raise lirncis Ibr the irrrplernentation of the ob.f ectives stated.

Tlris corporation officially began its operalions in Mav l0l6 ancl the Iiirrancial Year 2O2l-22 being its

sixth year of operation.

'I'he perlbrmance reflected in these stalcments covers a period of 12 months lor the expenditure

incurred through the balance brought forward from the previous Financial Period.

During the financial under review. the I'und's reqLrest to the Executive to have an officc was

approved and an office was allocated. which wc later Iurnishecl to enablc easier running of the Funds

activities. 'fhe Fund managed to purchasc arnong other things:

o One work station and seven secretarial chairs to enable the Fund Committee to hold its

meetings.

o A fire-proof safe fbr sloragc of-sensitive docunrenls Iikc charge documents, title deeds and

ofl'er letters.

o Two laptops and a desktop.

o One filing cabinet.

In the l^Y 2021122 there was no bLrdgetary allocation l'or the lrund and therelore there was no transfer

to the Furrci during the Irinancial Year.

I therefore request the County Governmcrrt of Mcru lbr morc flnancial and human resource suppo(

so as to enable the Fund to issue oLlt lrore loans to nrorc civil scrvants. cspccially thosc o6 low cadre

to enable thern realizc the drcani of'havirrg thcir owrr rcsidcntial honres.

i*l
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1M.., Clounty Executive Stalf Housing F'und

Annual and Financial Statements for the r ended June 30, 2022

T'o address the issue of loarr repayrnents iu arrcars. the l:und ltas irt thc previous years issued o

demand notices to loan def-aulters and has now prequalifled auctionecrs to help the Fund real

accrued repayments through the sale of assets charged as security to the loans advanced to

defaulters

On behalf of the Housing L.oans Managcr-nent ('orlrr-r"rittec. sta['[. Merut (]ounty residents ancl

stakeholders. I thank the illcnr ('ountv Cirrcrnnrcnt lirr proritlirr-u support to this lrund'

Signed

l{r"rfus Miriti werena

x l r' , . '



Meru County [ixccutivc Stafl'[lousing t und
Annual Repo rt ancl Financial Statcments f'or the Year cntlctl .lune 311,2(122

6. Statement of Performance Against (lounty Iintitr''s Predetermined Objectivcs

Introduction

Section 164 (2) (D of the Public lrinance Managcrrent Act.20l2 requires that. at the end of each

Irnancial year. the Accounting officer whetr prcparir-rg lirrancial statements of each County

Government entity Govcrnment entities in accordancc with thc standards and fbrmats prcscribed by

the public Sector Accounting Standards l]oard includcs a statente nt ot'the county govcrllnlcnt entity's

performance against predetermined objectives. 'l'his requires further an objective review of the

performance of achievements during the respectivc year in rclation to the planned outputs.

The Meru Cor.rnty Executive Stal'f HoLrsing fiund is a Semi-Autonomous Government Agency

created by CoLrnty Assernbly o1'Mcru Stal'1'C'ar loan [:unc] I{cgulatior-rs in.20l5l to among others

to provicic loans Iitr thc pr.rrchasc. dcrcloplrcnl. rcn()r'atiott or repair ol'rcsidential houses to

members of stafll to raisc f Lrnds Iur the inrplcntcntuti()rt ol'tltc sittllc

During theFY2O2|l22.the fund planned to undertake various activities whose overall objective is

to attain the overall objective which thc fr"rnd was cstablished to do.

The key developrrent ob.iectives ol'thc Meru County'I:xecr-rtivc Stal'f llor-rsing fund are to:

1. Provide loans [br the purchase. developn.rcnt. I'cno'u'atiolr or repair o['residerrtial hotrscs to

members o{'staff to irrvest in infrastructural developtlellt as an enabler to economic growlh

and development
2. To raise funds for the implementation of the obiective stated in the paragraph above

'fhe progress on attainmcnt o1'thcsc Stratcgic obicctivcs by'tlte lttnd has been reported in the table

below as lbllows:

County staff
able to access
the loan facility

During the period under
rcview. the fund disbursed
Kshs.44.740,996 to l4
beneficiaries.

During the period under
review the lund collected
Kshs.48,373,994 from both
loan repayment and interest
earned

No. of staff
homcs
constructcd

Provision of
loan f'acilitics

To enable County
staf f to achicvc their
goal of' housc
ownership

lnrprovcnrcnt o1'

cluality o1'lrr ing
hr countr stal'l'

Amount
collected
durirrg the
ycar

Mobilization
of funds

-f o raise funds for
implementation of
home ownership
dream by collnty
staff

xi 
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Staff Housing Fund
ncial Statements for the year ended .lune 30,2022

1. Corporate Governance Statement

The practice of good corporate governance ensures thc delivery of sustainable value for our County

ur *.ll as meeting the needs of our stakeholders. (lood C'orporate Governance practices involve the

adoption of ethically driven business policies, proccdures and processes. The Housing Loans

Management Committee is committed to ensuring that the needs of our investors and the

expeciations of our stakeholders are met while safeguarding the Funds' assets. We believe that our

buiiness affairs should be carried out in afair,transparent and accountable manner. It is our integral

responsibility to disclose timely and accurate information on our financials and performance as well

as provide the leadership and effective governance for the Board.

This report highlights the main corporate governance structures and practices that guide the Board:

Governance Principles and Guidelines
The Committee is at the core of the Funds' governance practice for protection of long-term interests

of all stakeholders. Guided by the principles of best practices in governance, the Committee

performs its duties in the interest of the Fund to improve stakeholder's value and for continued

sustainability of the Fund. The Fund provides ovcrsight to Management and ensures the staff

operates within the Code of Conduct and lrthics and l'r"rblic Olliccrs and Irthics.

Responsibilities of the Committee
The primary responsibility of the Committce is to provide leadership and strategic direction to the

Fund. Committee members are expected to exercise the highest degree ol care, skill and diligence

in discharging their duties. The responsibilities of the Committee include: (i) Process applications

for loans in accordance with the existing terms and conditions of borrowing.

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

loans. (iii) Supervise day to day running of the fund'

Capacity Building for the Committee
Regular-training and development programmes are developed to equip the Committee with

n".-.rru.y skills for effective discharge of their mandate. Newly appointed members undergo a

detailed induction training to enhance their understanding of the nature of our Funds performance

and strategy.

Composition of the Committee
'fhe cunent Committee heaciecJ by, the Chairnian is conrposcd ol' lbur mcmbers cxclusivc of'the

Credit Analyst. The constitution ol'the Committee consists ol'one membcr nominated by resolution

of public serrice board who shall be the Chairperson; the County Secretary who shall be the

administrator of the fund; the county Chief Officer for finance who shall be the accounting officer

and the county director in charge of human resource who shall be the secretary to the Committee

and ex officio member.

xiill'ayc



Meru County Executive Staff Housing Fund
Annual Report and Financial Statements for the year ended June30,2022
Accountabilify and audit
In line w'ith the Meru County frxecutive Staff Flousing Fund Regulations, 2015.The fund
administrator is required to prepare annual llnancial statements for the Fund in each Accounting
period. The statements should rellect a truc and lair view of the financial position of the Fund as at
the end of each financial period and should include: annual financial statements; the administrators,
repoft; and the auditor's report on the financial statements. Members ensure that the Funds' financial
statements are audited each financial period. They are responsible for ensuring that suitable
accounting policies are consistently applied supported by reasonable and prudent judgments, and
estimates. They also cnsurc that applicablc accounting standards are followed u, *.ll ai the duty to
exercise carc- skill and diligencc. ln addition. the Committec is responsible for ensuring that the
F und keeps reasonable and accuratc accounting records showing and explaining the transaclions and
financial position of thc Fund in compliance with prescribed accounting standards.

Internal Controls
Internal control systems are designed to meet particular needs of the Fund and mitigate the risks,
with attendant procedures intended to provide effective internal financial control. The Committee is
obligated to maintain a sound system of internalcontrols to safeguard public finances. These include
taking reasonable steps to ensurc that thc control and regulatoiy systems are continuously
maintained and monitored. While the systcms in place are intended to provide reasonable controli,
absolute assurance cannot be guaranteed.

Committee' Remuneration
During every Committee meeting. present members are entitled to a sitting allowance.
The Chairperson receives a travel allowancc.

xiii 
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ncial Statemcnts lbr the vear ended June 311,21122

8. Management Discussion and Analysis

The establishment of the Meru County executive housing f,und was established in line with the

National Housing Policy for Kenya 2004 (Sessional Paper No. 3). The policy among other things

called for employers to facilitate their employees to acquire housing. At the heart of Employer

Assisted Housing is the idea that employees should be able to afford to live in the communities or

neighbourhoods in which they work, and that there are multiple benefits to being able to do so. Prior

to that, the Government was providing subsidized housing to its employees through the provision of
Government owned or leased housing or payment of house allowance to those not provided housing

by the government. This resulted in a number of problems such as inequity in subsidized housing

provision benefiting only 1 2o/o while 880% were left to market private housing.

The Meru County executive staff housing came into operation in 29th may 2016. The objectives for

which the scheme was established are providing housing loan facilities to County Government of
Meru Employees for the purpose of either purchasing or constructing a residential house, developing

housing units for rental by civil servants and raising funds lbr the implementation o1'the above.

The benefits of the home ownership scheme to employees are realization of dream of
homeownership, enhanced lifestyle associated with homeownership such as greater community

and school involvement and quality of lif'e, increased job satisfaction and loyalty to employer, the

possibility of reducing commuting time and investment in a home with possible equity

appreciation over time.

Since inception the fund has disbursed monies to its beneficiary to a tune of Ksh.518,615,921 to a

total of 69 members of the staff. These monies have been distributed as follows:

Financial year Amount distributed Number of disbursements

14

36

21

20t7lt8 179.500.000

2018119 208,907.840

201912020 57,157,701

202012021 28,309,384 16

202v2022 44,740,996 14

From the analysis, it is clear that there has been an increase in loan disbursement for the last financial

year occasioned by the County Government honouring repayment ol-deductions that were in arrears.

The fund administration is negotiating with the county management to allocate additional funding

to the Fund. It is expected that the additional funding will enhance operations at the fund and also

enable more employees to access the loans and help them realize the dream of home ownership.

Over the years the fund has collected Ksh.42.992.205 as interest repayment from the loanees which

has been subsequently used as a revolving fund as shtlwn below:

xivll'lyc



Meru County Executive Staff Housing F'und
Annual Report and Financial Statements for the year endcd June 30, 2022

Financial year Amount earned as loan interest
2017 I 18 6.736.626

2018119 s.448.1 s6

2019t2020 8.907.292

202012021 11.255.142

202V2022 10.644.989

Since the funds disbursed form part of the revolving fund, the interest earned and principal
repayments are advanced to new hencficiaries to assist them towards their dream of home

ownership.

xvl



' Meru County Executive Staff Housing l-und
Annual and Financial Statements for the r ended June30,2022
9. Environmental and Sustainability Ileporting

During the period under review. the boarcl clicl not undertake anv corporate social responsibility
activities.

xvi 
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Meru County Executive Stalf Housing Fund
Annual Iteport and Financial Statements for thc year ended .lune 30, 2022

10. Report of The'I'rustecs

'fhe Meru County l:xecutivc Stali'llousing Iiunci ('or-nnrittec sr:bmit their report together with the

llnancial statements lbr thc vcar enclccl .lune 30" 2022 which show thc state of the l;und af-fhirs.

Principal activities

The principal activities of the Committee is to lerrd funds to the staff members of the Meru County
(iovernment.

Results

The results ol'the fund for thc ycar cnclcd.lunc 30. 2022 arc sct olrt on pages I and 2

Trustees

'l'he members of the I'und administration who scrv'ccl dr-rring the ycar arc shown on pages Vii and
Viii.'l-here were no changes irr thc ('omnrittee nrcnrbership ciuring thc flnancial ycar.

Auditors

The Auditor General is responsible lor the statutory audit of the Fund in accordance with Article
219 ol'the C'onstitirtion o1'l(envlt and the Public Audit Act 2015.

By Orde r ol'thc Committcc

Chairperson of thc fund

Date:0211212022

xvii 
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OFFICE OF THE AUDITOR-GENERAL

Enhancing Accounta bi lity

P.O. Box 3oo

REPORT OF THE AUDITOR-GENERAL ON MERU COUNTY EXECUTIVE STA
HOUSING 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
are fairly presented in accordance with the applicable financial reporting fra
accounting standards and the relevant laws and regulations that have a direct
on the financial statements.

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

C. Report on Effectiveness of lnternal Controls, Risk Management and Govern
which considers how the entity has instituted checks and balances to guide inte
operations. This responds to the effectiveness of the governance structure, the ri

management environment and the internal controls developed and implemented
those charged with governance for orderly, efficient and effective operations of
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 a
governance systems are properly designed and were working effectively in the financi
year under review.

The three parts of the report are aimed at addressing the statutory roles a

responsibilities of the Auditor-General as provided by Article 229 of the Constitution,
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts
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 Meru County Executive
Housing Fund set out on pages 1 lo 26, which comprise of the statement of finan
position as at 30 June, 2022, and the statement of financial performance, statement
changes in net assets, statement of cash flows and statement of comparison of
and actual amounts for the year then ended, and a summary of significant accounti

Report of the Auditor-General on Meru County Executive Staff Housing Fundfor the year ended 30 June, 2022
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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 Meru County Executive Staff Housing 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), the
Public Finance Management Act, 2012 and comply with the Meru County Executive Staff
Housing Fund Regulations, 2015.

Basis of Qualified Opinion

1. Accuracies of Financial Statements

1.1 Unreconciled Variance on lnterest lncome

The statement of financial performance and as disclosed in Note 1 to the financial
statements reflects interest income amount of Kshs.11,747,888 while the statement of
comparison of budget and actual amounts reflects actual interest on comparable basis of
Kshs.1 0,644,989 resulting to an unreconciled variance of Kshs.1 ,1 02,899.

1.2 Understatement of lnterest Earned

The statement of financial position and as disclosed in Note 4a to the financial statements
reflects current receivables from exchange transactions balance of Kshs.54,171,775
which further includes interest due (interest earned but not received during the year) of
Kshs.5,230,181. ln addition, Note 7 to the financial statements under loan repayments
reflects a balance of Kshs.10,644,989 as interest received during the year. Therefore,
total interest earned during the year amounted to Kshs.15,875,170. The amount differs
with Kshs.11,747,888 reflected in the statement of financial performance resulting to
understatement of interest income by Kshs.4,127,282.

ln the circumstances, the accuracy of the interest income of Kshs.1 1,747,888 could not
be confirmed.

1.3 lnaccuracy in the Statement of Cash Flows

The statement of cash flows reflects Kshs.1,485,011 in respect of purchase of property,
plant, equipment and intangible assets. However, Note 5 to the financial statements
reflects additions of Kshs.1,469,547 resulting to unexplained variance of Kshs.15,464.

ln the circumstances, the accuracy of the statement of cash flows for the year ended
30 June, 2022 could not be confirmed.

2. Under Recovery of Monthly Loan Repayments

The statement of financial position and as disclosed in Note a(b) to the financial
statements, reflects a balance of Kshs.362,893,849 in respect to non-current receivables
from exchange transactions. Review of loanee's amortization schedules indicated that
five (5) loanees were paying amounts lower than their required monthly loan repayments
resulting to under collection of loan recoveries amounting to Kshs.3,085,577. However,
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no proper explanation was provided why the loanees were paying amounts lower than
their required monthly loan repayments, yet no recovery measures had been taken.

ln the circumstances, the accuracy of non-current receivables from exchange
transactions balance of Kshs.362,893,849 could not be confirmed.

3. Defaulted loans

The statement of financial position and as disclosed in Note 4(b) to the financial
statements, reflects Kshs.362,893,849 in respect to non-current receivables from
exchange transactions. Review of records maintained by the Fund indicated ten (10)
borrowers had defaulted on their loan repayments totalling Kshs.24,497,920. Even
though Management indicated there was legal enforcement of recoveries against the ten
(10) defaulters, no evidence was provided to confirm the assertion. Further, no
satisfactory explanation was provided why recovery measures on the non-performing
loans were not taken in due time. ln addition, provision for doubtful debts has not been
provided for and disclosed in the financial statements as required by law.

Failure to recover the outstanding amounts may result in loss of public funds.

ln the circumstances, the recoverability of Kshs.24,497,920 owed to the Fund could not
be confirmed.

4. lrregular Reduction of Long-Term Receivables from Exchange Transactions

As reported in the previous year, the statement of financial position and as disclosed in
Note 4 to the financial statements reflects receivables from exchange transactions
totalling Kshs.417,065,624 which includes long term loan receivables of
Kshs.362,893,849. The amount excludes Kshs.777,254 deducted from the loan account
of a former County Executive Committee Member. However, the deduction was not
supported by deposits in the Housing Fund Bank Account.

Further, according to documents provided for audit, the borrower was advanced a
mortgage loan totalling Kshs.13,000,000 in the year 2017 which was repayable for a
period of twenty (20) years. However, review of the loan account indicated that between
20 June, 2019 and 20 June, 2021 , no money was remitted to the Fund for the repayment
of the loan and yet the Fund's records indicated the loan reduced by Kshs.777,254 from
a balance of Kshs.11,930,894 on20 June, 2019 to a balance of Kshs.11,153,640 on
20 June, 2021.

Although Management concurred with the audit finding, the financial statements were not
amended to reflect the correct amount of outstanding long-term loan receivables.

ln the circumstances, the accuracy and completeness of non-current receivables frorn
exchange transactions balance totalling Kshs.362,893,849 as at 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 Meru County Executive Staff Housing Fund
Management in accordance with ISSA! 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
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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. Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.12,281,406 and Kshs.10,644,989 respectively
resulting to an under collection of Kshs.1,636,417 or 13% of the budget. Similarly, the
Fund expended Kshs.4,309,508 against an approved budget of Kshs.7,000,000 resulting
to an under-expenditure of Kshs.2,690,492 or 38% of the budget. The funds could have
been allocated to other deserving areas that would have improved delivery of goods and
services to the residents of [Veru County. Further, the budget approved by the County
Assembly was not provided for audit review.

ln the circumstances, it was not clear how the appropriated funds were allocated.

2. Unresolved Prior Year Matters

The audit report for the year ended 30 June,2021 raised several unsatisfactory issues in
regard to balances reflected in the financial statements and lawfulness and effectiveness
in use of resources. However, the issues remained unresolved as at 30 June, 2022.
l/lanagement has not provided reasons for the delay in resolving the issues. Further, the
issues are not disclosed under the progress on follow up of auditor's recommendations
section of the financial statements as required by the Public Sector Accounting Standards
Board.

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 matters 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 for Conclusion

1. Unbalanced Budget

The Fund's statement of comparison of budget and actual amounts for the year ended
30 June, 2022 reflects Kshs.12,281,406 and Kshs.7,000,000 in respect to approved
revenue and expenditure budgets respectively resulting to a budget imbalance of
Kshs.5,281 ,406. The unbalanced budget is contrary to Section 31(c) of the Public Finance
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Management (County Governments) Regulations, 2015 which states that budget revenue
and expenditure appropriations shall be balanced.

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

2. Loans lssued Against the Officers Contractual Period

The statement of financial position and as disclosed in Note 4(b) to the financial
statements reflects a balance of Kshs.362,893,849 in respect to non-current receivables
from exchange transactions. The amount includes Kshs.292,100,000 in respect to
outstanding loan balances owed by two (2) Governors, two (2) Deputy Governors, two (2)
County Secretaries, one (1) County Attorney, five (5) County Public Service Board
Members, two (2) Chief Officers and eleven (1 1) County Executive Committee Members
who were issued with loans. However, the loans and repayment period granted was
against the Salaries and Remuneration Commission (SRC) circular dated
30 November, 2016 which stipulates that County Executive Committees Members arc
entitled to a loan which is repayable within five (5) years or before the end of the term of
their work contract, whichever is earlier.

ln the circumstances, Management was in breach of the Salaries and Remuneration
Commission Circular.

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 MANAGEMENT
AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Failure to Authorize, Examine, Serialize and Document Payment Vouchers

Review of payment vouchers revealed that some payment vouchers were not examined,
approved and authorized by both the Fund Administrator (A.l.E Holder) and the
Accounting Officer. Further, not all payment vouchers were serially numbered and stamp
paid.

ln the circumstances, internal controls in respect to payments could not be confirmed.
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2. Biased Award of Loan Applications

Review of Meru County Executive Staff Housing Fund application forms revealed that
some applicants' loan application forms were pending for as long as three (3) years
without being reviewed for disbursement despite the applicants attaching all the pre-
approval documents required whereas some applications made during the year were
given priority casting doubt on the criteria the Loan Committee used to award the loan.

ln the circumstances, the fairness in loan applications approval is in doubt.

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 controls, risk management and governance.

In 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 the
Management is aware of intention to terminate the Fund or to cease operations.

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

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 the Management monitors
compliance with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in relation
to governance and risk management, and ensuring the adequacy and effectiveness of
the control environment.

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

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
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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 ISSAIS 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.

In 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 all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in

amounts that would be material in relation to the financial statements 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
inadequate because of changes in conditions, or that the degree of compliance with the
Fund 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 the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Fund's
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ability to continue to sustain its services. !f ! 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 Fund to cease to sustain
its services.

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

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

. Perform such other procedures as 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
AUDITOR-GENERAL

Nairobi

15 May, 2023
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14. Statement of Financial Position As At 30 .lune 2022
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MERA COUNTY EXEC STAFF HOUSING FUND
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endetl 30 June 2022

rvas done to provide entities

lst January 2023.

Staff Housing Fund ivdstabrished by and derives its autrrority and
County Executive Staff Housing F.und Regulations 2015.

the County Government of Menriand is domiciled in Kenya.

The fund's objective is to
residential houses to mem
stated.

de loans for the purchase, development, renovation or repair of
of staff and raise furrds for the implementation of the objectives

The Fund's principal is to provide housing loans to niembers of staff.

2. Statement of co and basis of preparation
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The Fund's financial have been prepafed in accordance witlr ancl corn ply withlnternational Public Sector
in Kenya shillings, which

Standards (IPSAS). The financial statemeuts are presented
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applied to all the years presented.
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The cash flow statement is
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IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29.by:

. Applying a single classiflcation and measurement rnodel for

financial assets that considers the characteristics ofthe asset's

oash 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. 'fhe model

develops a strong link between an Entity's risk management

strategies and the accounting treatment for instruments held as

part of the risk management strategy.

IPSAS 42: Social

Benefits

Applicable: l'r January 2023

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

(c) The irnpact of such social benelits provided on the Llntity's financial

perfbrmance, financial position and cash flows.

7l
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Amendments to Other

IPSAS resulting from

IPSAS 41. Financial

Instruments

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 4l was issued.

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

accounting lbr 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 inadverlently omitted when IPSAS 4l was issued.

Other improvements

to IPSAS

Applicable I't January 2023

o IPSAS 22 Di.sclo.sure o/ Financial Information about the General

(iovernment Seclor.

Amcndnrents to rcf-cr to the latest Systern ol'National Accounts (SNA

200u).

. IPSA,\ 39. Employee Benefits

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

longer defined in IPSAS.

o IPSAS 29l. Financial instruments: Recognition and

Measurement

Standard no longer included in the 2021 IPSAS handbook as it is now

superseded by IPSAS 4l which is applicable from l,t January 2023.

IPSAS 43 Applicable I't January 2025

'l-he 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

fil

[ffectivc rlato and impnet:Stantlard
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faithfully represents those transactions. This information gives a basis

for users of flnancial statements to assess the efl'ect that leases have on

the financial position, flnancial performance and cashflows of an

Entity.

The new standard requires entities to recognise, measure and present

information on right of use assets and lease liabilities.

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 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 fi nancial perfbrmance.

IPSAS 44: Non-

Current Assets Held

for Sale and

Discontinued

Operations

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

9 l l'ii r: r':
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4. Significant Accounting Policies

a) Revenue recognition

i) Revenue from non-exchange transactions

Transfers from other government entities

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

ii) Revenue from exchange transactions

Interest income

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

b) Budget information
The original budget for F Y 202112022 was approved by the Committee of the F'und in June 2021 .

Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional approprfitions
are added to the original budget by the entity upon receiving the respective approvals in order to
conclude the final budget. Accordingly, the Fund recorded no additional appropriations on the Fy
202112022 budget following the governing body's approval.

The entity's budget is prepared on a diflbrent basis to the actual income and expenditure disclosed
in the flnancial statements. 'I'hc financial statements are prepared on acciual 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. 'fhe amounts in the financial statements were recast from
the accrual basis to the cash basis and reclassified by presentation to be on the same basis as the
approved budget. A comparison of budget and actual amounts, prepared on a comparable basis to
the approved budget, is then presented in the statement of comparison of budget and actual
amounts.

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

A statement to reconcile the actual amounts on a comparable basis included in the statement of
comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented on page 5 of these financial statements.

l0l
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Summary Of SignrJicant Accounting Policies (Amtinued)

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

the rate of 12.5%o 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. t-ikewise. when a major inspection is performed. its cost

is recognized in the carrying amount of the plant arrd equiprnent 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 valuc at thc date of the exchange. Following

initial recognition. intangible assets are carricd at cost less anv accumulated arnortization and

accumulated impairrnent losses. lnternally gencrated intangible assets, excluding capitalized

development costs, are not capitalized and expenditure is rellected in surplus or deficit in the

period in which the expenditure is incurred.

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

e) Financialinstruments

Financisl ossels

I nitial recognition and meas ureme nt

Financial assets within the scope ol 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-fbr-sale financialassets, as appropriate' The

Entity determines the classification of its flnancial assets at initial recognition.

Loans and receivahles

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 efl'ective interest method, less impairment.

Amortlzed 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 ra1e. Losses arising fiom impairment

are recognized in the surplus or deficit.

llll)rir:":
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Summary Of Signrlicont Accounting policies (Continued)

Held-to-maturity

Non-derivative flnancial assets with flxed or determinable payments and fixed maturities are
classified as held to maturity when the Entity has the positive intention and ability to hold it to
rnaturity. After initial measurement. held-to-rnaturity investments are rneasured at amortized cost
using the effective interest method. less impairment. Amorlized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integril part;f the
effective interest rate. The losses arising from impairment are recognized in surplu-s or deficit.

I mpair me nt of /i na nc ial ass ets

The Entity assesses at each reporting date whether there is objective evidence that a financial asset
or an entity of financial assets is impaired. A financial asset or an entity of financial assets is
deemed to be impaired if, and only il there is objective evidence of impaiiment as a result of one
or more events that has occurred after the initial recognition of the us"ilun incurred ,loss event')
and that loss event has an impact on the estimated future cash flows of ine financial asset orthe
entity of financial assets that can be reliably estimated. Evidence of impairment may include the
following indicators:

'r The debtors or an entity of debtors are experiencing significant financial difficulty
'r [)efault or delinqLrency in intcrcst or principal paymcnts

'F 'fhe probability that debtors will enter bankruptcy or other financial reorganization

in arrears or economic conditions that correlate with defaults)

Financial liobilities

Initial recognition und measuremenl

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

All financial liabilities are recognized initially at fair value and, in the case of loans and
borrowings. plus directly attributable transaction costs.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at
am-ortized cost using the effective interest method. Gains and losses are recognized in surplus or
deficit when the liabilities are derecognized as well as through the effecti-ve interest method
amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and
lees or costs that are an integral part ofthe effective intlrest rate.

12t
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Summory Of Significunt Accounting Policies (Continued)

f) Inventories

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

through non-exchange transactions (for no cost or for a nominal cost). the cost of the inventory is

its fair value at the date of acquisition.

Costs incurred in bringing each product to its present location and conditions are accounted for.

as follows:

manufacturing overheads based on the normal operating capacity, but excluding borrowing

costs

After initial recognition, inventory is measured at the lower of cost and net realizable value.

However, to the extent that a class of inventory is distributed or deployed at no charge or tbr a

nominal charge, that class of inventory is measured at the lower of cost and current replacement

cost.

Net realizable value is the estimated selling price in the ordinary course of operations, less the

estimated costs of completion and the estimated costs necessary to make the sale, exchange, or

distribution.

Inventories are recognized as an expense when deployed lor utilization or consumption in the

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 resources embodying economic beneflts or

service potential wilt be required to settle the obligation and a reliable estimate can be made of the

amount of the obligation.

Where the Entity expects some or all of a provision to be reimbursed. for example, under an

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

reimbursement is virtually certain.

The expense relating to any provision is presented in the statelnent of flnancial perfbrmance net

of any reimbursement.

Contingent liabililies

The Entity does not recognize a contingent liability, but discloses details of any contingencies in

the notes to the financial statements, unless the possibility of an outflow of resources embodying

economic benefits or service potential is remote.
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Summary Of Signr/icant Accounting poticies (Continued)

Contingent assets

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

h) Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirernents

i) Changes in accounting policies and estimates

The tJntity recognizes the effects olchanges in accounting policy retrospectively. The effbcts of
changes in accounting policy are applied prospectively if retrospective application is impractical.

j) Employee benefits - Retirement benefit plans

'fhe lintity provides retiremcnt bencllts firr its ernployees and directors. Defined contribution plans
are post-employment benellt plans undcr which an entity pays fixed contributions into a separate
entity (a fund), and will have no legal orconstructive obiigation to pay furthercontributions if the
fund does not hold sufficient asscts to pay all crnployee benefits relating to employee service in
the current and prior periods. The contributions to fund obligations for th1 paymeniof retirement
benefits are charged against income in the year in which they become payable.

Deflned benefit plans arc post-ernployrncnt beneflt plans other than defined-contribution plans.'fhe defrned benefit flnds are actLlarially valued tri-annually on the projected unit credit method
basis. Deficits identified are recovered through lump sum payments or increased future
contributions on proportional basis to all participating employers. The contributions and lump sum
payments reduce the post-employment benefit obligation.

k) Foreign currency transactions

'lransactions in loreign currcncies arc initially accounted lor at the ruling rate of exchange on the
date ol'the transaction. Tradc creditors or debtors denominated in foreigricurrency are reported at
the statement of financial position reporting date by applying the exchang. ,ui. on that date.
Exchange differences arising from the settlement of creditors, o-, fro, the rep."orting of creditors at
rates different from those at which they were initially recorded during the period,"are recognized
as income or expenses in the period in which they arise.

l4t
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Summary Of SigniJicant Accounting Policies (Continued)

l) Borrowing costs

Borrowing costs are capitalized against qualifying assets as paft 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. F-urther borrowing costs are charged to the statement of financial performance.

m) Related parties

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

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

of key management are regarded as related parlies and comprise the directors. the CEO and senior

managers.

n) Cash and cash equivalents

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

and highly Iiquid investments with an original maturity of three months or less. which are readily

convertible to known arnounts of cash and are sub.iect to insignificant risk of changes in value.

Bank account balances include amounts held at the Central Bank ol' Kenya and at various

commercial banks atthe end ofthe financial year. Forthe purposes of these financial statements,

cash and cash equivalents also include shofi term cash imprests and advances to authorised public

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

year.

o) Comparative figures

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

reconfigured to conform to the required changes in presentation.

p) Events after the reporting period

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

q) Ultimate and Holding Entity

The entity is a County Public Fund established by J'he Meru County Executive Staff Housing

Fund Regulations, 2015 under the Department of Finance, Irconomic Planning & ICT. Its

ultimate parent is the County Government of Meru.

r) Currency
The financial statements are presented in Kenya Shillings (KShs)
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Summary Of Signt/icont Accounting policies (Continued)

5. significant judgments and sources of estimation uncertainfy

The preparation of the Entity's frnancial statements in conformity with IpSAS requires
management to make judgments. estimates and assumptions that affect the reported amounts of
revenues, expenses, assets and Iiabilitics, and the disclosure of contingent liabilities, at the end of
the reporling period. However, unceflainty about these assumptions and estimates could result in
outcomes that require a material ad.iustrnent to the carrying amount of the asset or Iiability affected
in future periods.

State alljudgements, estimates and assumptions made e.g.

a) Estimates and assumptions -'t'hc key assumptions concerning the future and other key
sources ol'estimation uncerlainty at thc reporting date. that have a significant risk of causing a
material adjustment to the carrying amounts o1'assets and liabilities within the next financial yelr,
are described below. The Frntity based its assurnptions and estimates on parameters available when
the consolidated Ilnancial statements werc prepared. However, existing circumstances and
assumptions about luture developmcnts may change due to market changes or circumstances
arising beyond the control of thc Entity. Such changes are reflected in the asiumptions when they
occur. IPSAS I .140.

b) Useful lives and residual values

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

processes

c) Provisions

Provisions are measured at the management's best estimate of the expenditure required to settle
the obligation at the reporting date and are discounted to present value where the efflct is material.
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6. Notes To The Financial Statements

l. Interest Income

2. General Expenses

3. Cash and Cash Equivalents

12,620.815l 1.747.888Interest income fiom loans(moftgage or
car loans

12,620,81511,747,888Total interest income

Consumables

and water expenses['.lectrici

Fuel and oil costs

valuation and lnsurance costs
2,957,6973,864,699Subsistence A I lowances

Printing and stationery
301,000282.000Fund Comrnittee Allowance

Security costs
'f elecom m un ication

22518t22,462Depreciation and amofi ization costs

1,729,53740.347Other expenses
5,010,7524,309,508Total

accountF ixed

On - call

12,870,652r0.83 I .593Current account

Others

12,870,65210,831,593Total cash and cash equivalents

l7II)ltrr,:

Desc ription 
..

2$71-2{t22 2020- 2021
/#

KShs KShs

KShs i hshs
2A20-2021Descri 202t-2022n

llospitality

Descri tion 202t-2$22 2020-2$21

Ktihs KShs
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Notes To The Financial Statements (Continued)

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

4. Receivables from Exchangc Transactions

4a

4b

12,870,652

Currcnt accounf
Commercial bank 1204408971 10,83 1.593 12,870,652

Bank B

Sub- total 10,931,593

transactionsCu rrent Receivables from exchan
Interest due 5.230,I 8 I 2,398.501
Current loan receivales 37,557,974 40,996.562
Other erch debtors due I r.383,620 l5 796,059
[,ess: im rmcrlt allotrvance

otal Current receivables fronr Exchange
Transactions
T

54,171,775 59,181,122

Non- Current Receivables from Exchange
Transactions

terrn loan receivales 362.893.849 349,734
Total Non
Transactio

current receivables from Exchange
ns 362, gg3,g4g 349,734,443

Total rcceivables from crch ange transactions 417,065,624 409,915,565

18 t
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Notes To The Financial Statements (Continued)

5. Property, Plant and Equipment

Conrputers
andLand and

office
equipment

Total
Buildings

Motor
vehicles

Fu rn itu re
and

fittings

KShs KShsKShs KShs KShsCost

At I't July 2017

r98.568198,568Additions

Disposals

Tran s fe rs/adj u stm en ts

198,568 198,568At 30th June 2018

Depreciation and impairment

At l'r July 2017

24.821 24,821Depreciation

Disposals

Irnpairment

Tran sf-er/adj ustrn ent
24,82124,821At 30th June 201 I

Net book values
173,747 173,7 47At 30th.lune 2018

t73,747 173,747At l't July 2018

55,000ss,000Additions
Disposals

Transfe rs/adj ustm ents

228,747 228,747At 30th June 2019

Depreciation and impairment

At l't.Iuly 20lli
22.864 22,864Depreciation

Disposals

Impairment

Transfer/adjustment
22,864At 30th June 2019 22,864

Net book values
205,883205,883At 30th Junc 2019

205,883205,883At l't July 2019

Additions
Disposals

Tran sf-er/adj u stm ents

205,883At 30th.lune 2019

19l 1' r

205,883
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Depreciation and
Im irment
At 1".luly 2019

)5 775Depreciation 25.735

Disposals

lmpainnent

Transfbr/ad.justment

25.735 25,735At 30th .lune 2020

Net book values

180,148 180,148At 30'h .Iune 2020

180.148 180,148At l't.Iuly 2020

Additions
Disposals

Transfbr/ad justments

180,148 180,148At 30tr' .lune 2021

Depreciation and
Impairment
At I't,lul;- 202(l

22,518Depreciation 22.st8
Disposals

Impairment

Transfer/adj ustmcnt

22,518 22,518At 30th .lune 2021

Net book values

157,630 157,630At 30th.lune 2021

157,630 157,630At l",f uly'' 2021

t.469.s47Additions 475.230 994.317

Disposals

Tra n sf'e r/adj u stments

475,230 l,l5l,947 1,627,177At 30tr' ,ll.ne 2022

Depreciation and
Impairment
At l't.Iuly 2021

39.603 82.860 122,462Depreciation

Disposals

lmpairment
'l'rans fbr/ad j ustrncnt

82,860 122,462At 30th June 2022 39.603

Net book values

1,485,01IAt 30th .lune 2022 435.62tt I,069,087

201

I

I

I

I
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Notes To The Financial Statements (Continued)

6. Revolving Fund

7. Loan Repayments

8. Loan Disbursements Paid Out

395.85r,126 395,85 r , r26Balance b/f
J'ransfers from the county government

Payments by County on behalf of the
entity

395,851,126Total 395,851,126

37,429,005 24,734,160loan principal

Undeclared repayment 300.000

I1,255,142Interest received 10.644,989

35,989,302Total other inconte 48,373,994

44.740.996 28,309,384loan disbursments

lnterest on loans fiom banks

28,309,384Total 44,740,996

2l I I'r, ,'

Description
(.ttlL\'202r-
.tuNE 2022)

(JULY 2020-
,IUN[ 202t)

KShs KShs

l)cscription
(.tULl' 202 r-
,ttlNIt 2022)

KShs

(J ULY 2020-

**Jtlp 2!t1,L
KShs

Description IfY 202 U2$22 Ir\a 202{,1202,1

KShsKShs
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Other Disclosures

9. Related party balances

a) Nature of related party relationships

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

The County Covernment
The Parent County Government Ministry
Key management
Board of Trustees

b) Related party transactions

c) Key management remuneration
Transfers from County Government

Fund Cornmittee Allowances 282.000 30 r,000

Total 282,000 301,000

22t

202v2$22 2020/2$2t

I(Shs K$hs

l

242tD022 2A20D02t

KShs KShs
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Other Disclosu res Continued

10. Financial risk management: The Fund's activities 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 the potential adverse effect of such risks on its perfbrmance

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

financial risk management objectives and policies are detailed below:

a) Credit risk: The Fund has exposure to credit risk, which is the risk that a counterparty will
be 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. Management assesses the credit quality of each customer, taking into

account its financial position, past experience and other f-actors. Individual risk limits are set

based on internal or external assessment in accordance with limits set by the directors. -fhe

amounts presented in the statement of flnancial 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. 'Ihe carrying amount of financial assets

recorded in the financial statements representing the entity's maximum exposure to credit

risk withouttaking account of the value of any collateral obtained is made up as follows:

At 30 June 2022
417,065,624411,065,624Receivables from exchange transactions

10.83 r.593r0.83 r.593Bank balances
127,897,217127,897,217Total

At 30 June 2021
421.966.365421.966.365Receivables from exchange transactions

12.870,652 12,870,652Bank balances
434,837,017434,837,017Total

At 30 June 2020

414.333,784 414,333.184Receivables from exchange transactions

10,178,968 10,178,968Bank balances
424,5L2,752424,5L2,752Total

At 30 June 2019

404.859.263 404.8s9.263Receivables from exchange transactions

37,165.488 37. r6s.488Bank balances
442,O24,75L442,O24,75LTotal

23 l l'lt t: rt

l"otul rrnount
KShs

Iull-v
perfornling

KShs

Illst
due

KSlts

Im;raircd
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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
amounts that the entity has recognised in the financial statements is considered adequate to cover
any potentially irrecoverable amounts.

'I'he entity has significant concentration ol'crcdit risk on amounts due from receivable exchange
transactions.

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

b) Liquidity risk management

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

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual maturities at the reporting date. The amounts disclosed
in the table are the contractual undiscounted cash flows. Balances due within l2 months equal
their carrying balances, as the ir,rpact ol'discounting is not significant.

Lcss than I

month
Between

l-3
months

Over 5
months

Total

KShs KShs KShs KShs

At 30 June 2022

Current portion of borrowings 54,171 ,77 5 54,171.775

Total 54,171,775 54.17 t.775

At 30 June 2021

Current portion of borrowings 59,181,122 59,181.t22

Total 59,181,122 59,,181,122

At 30 June 2020

Current portion of borrowings
'l'otal

At 30 June 2019

46,767,479 46,767,479

46,767,479 46,767,479

Current portion of borrowings 29,964,364 29,964,364

Total 29,964,364 29,964,364

At 30 June 2018

Current portion of borrowings 8,745,324 8,745,324

9,745,324 8,745,324'I'otal
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c) Market risk

The board has put in place an internal audit function to assist it in assessing the risk faced by the

entity on an ongoing basis, evaluate and test the design and effectiveness ofits internal accounting

and operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity prices

and foreign exchange rates which will affect the entity's income or the value of its holding of
financial instruments. The objective of rnarket risk management is to manage and control market

risk exposures within acceptable parameters. while optirnising the return. Overall responsibility
for managing market risk rests with the Audit and Risk Managcment Committee.

The Fund's Finance Department is responsible fbrthe 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) 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. The entity capital structure comprises of the following funds:

395.{ts l. 126 395,85 r,1 26395.85 l. I 26 395.85 l. I 26Revolving fund

9,008,13718.482.65833,531,102 26.092.72tAccumulated surplus

404,859,263421,943,847 414,333,784Total funds 429,382,228

57,157,701 208.907,84044.740,996 28.309.3 84Total borrowings
( r0. r 78.e6tt) (37, r64.48U)( r 0.ri3 r .5e3 ) (12.870.652)Less: cash and bank balances

t71.743.352ts.438,732 46.978.73333.909,403
Net debt/(excess cash and

cash equivalents)
1l//oll 42"8'h 4"/"Gearing

25 ll)rrt':
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KShs

2021

KShs

2$20 2019
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KShs KShs
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11. Progress On Follow Up Of Auditor Recommendations
The f'und is yet to receive the certiflcate of the audit report on the fund's financial statements for
the year ended 30 June202l.
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