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Bungoma Counly Assembl), - Employee Car Loan and Morlgage Fund
Reports and Financial Statements
For the year ended June 30,2019

r. KI,]Y E TII'Y INFORMATION AND MANAGEMENT

a) Ba und infornralion

Bungoma
derir,'es its
[-oan Sche
(Bungoma

unty Assembly Employees' Car Loan and Mortgage Fund is established by and

ulhorily and accountability tiom The Bungoma County Assembly (Employees'Car
e Fund) Regu lations,20l7 on I 6rh January 2017 and The Public Finance Management

ounty Assembly) (Employees' Mortgage Scheme Fund) Regulations. 201 8 on l grl'

April 201 8

Kenya.
The Fund is wholly owned by the County Assembly of Bungoma and is domiciled in

'l'he lund's bjective is tol

a) Pro ide a loan scheme for the purchase ofvehicles and purchase. development, renovation
(lr ir of residential houses to members of the scheme

b) Rai tunds tbr the inrplementation ofthe objectives contemplated in (a) above

b) Fund ministration Conrmittce
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2. FUND ADMINISTRATION COMMITTEE AND MANAGEMENT TEAM

-
Hon Ftancis Chemion

FUND CHAIRMAN

Francif SimiW Tome

MEMBER

Julia Naliaka Lunani

MEMBER

I

Ignatius Wangila

MEMBER
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FUND ADMINISTRATOR

I

I

I

AnnNang'oni Wekesa

MEMBER

Charles Wanjala Wafula

FUND ACCOUNTAI\T
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[Ion Francis Chemion - Fund Ch alrman I I
He was elected MCA Kaptama Ward in August 2017 and the leader of Minority in October 2017
and a member to the County Assembly Service Board

Michael I
He is employed as Deputy clerk to county Assembly of Bungoma since 201 3. He holds a masterof Business Administration from Maseno University. He is a certified Human Resource
Practitioner and a member of the Institute of Human Resource Management and Kenya Institute
of Management. He previously worked with the defunct Local Authority in various in various
capacities,

John Onfwae'Millpgblfi"ii< to County Assembly of Bungoma _Hffi

Mr Mosongo was seconded by the transition Authority as the Clerk to the Assembly on February
2013. He was later recruited through a competitive process as the clerk to County nssembly of
Bungoma and Secretary to the county Assembly Board on 126 January 2014. He is the cEo and
the adviser to the Speaker.

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 (SOCAfi).

Francis t'ome -'lviember 1 I..r l
l'{e is employed as a Principal Clerk Assistant at county Asse mbly of Bungonra. IIe holds
Masters of Arts in conrmunication and media stutlies l'rom University of Nairobi. llc previously
tlorked as a lecturer at Bushangala Technrcal 'l'raining lnstitute under Tcachcis Scrvice
Comlnission. lle was also a part tin're lccturcr in Cornmunication and Media studics at Mt Kenya
I Jniversity.

I

Ignatius Wangitalftlnier tfr
He is currently employed by the County Assembly Service Board as the principal Lcgal Counsel.
He holds a Bachelor of Law from Kampala International University with a post graduate
Diploma from the Kenya School of Law. He previously worked as prosecution counsel with the
directorate of Public Prosecutions. He also worked with the following Law firms MS J.o. Makali
& co. Advocate - Litigation Counsel, MS wanyarna wanyonyi Co. Advocate - Associate. He is
a memberof the Law Society ofKenya.

Anne Narig'oni Wekesa - Membcr
She is enrploycd at the County Assembly of Ilungorna as Senior Ilurnan Resource ()lllcer., She
holds a l]achelor in Business Management (lll{M) lrom Moi [Jnivcrsity, llighcr National
Diploma in t lllM arid Senior Management ctoursc at the Kenya School of cove rnnrent. She

vilPagc
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worked with the defunct Local Authorities. She is a member of the Institute of Human
anagement.

elrarlcs AI!J il
He works n the Finance and Accounts department as Accountant I and seconded to the Fund in
June 201
Diploma
Senior M

He holds a bachelor in Commerce (Accounting) from KCA University with a
Accounts and CPA Part [. He has also had training at Kenya School of Government
gement Course and Strategic Leadership and Development Program.

viilPaq

Effii{aulm luEffiHiMffi Ed1ffiSff.r",rl -i lf,*lm
She is curlently employed at the county Assembly as Senior Accounts controller in 2014. She
holds a MBsters of Business Administration (Finance) from Kabarak University and a Certified
Public Acpountant Part I. She previously worked as Finance and Administration Officer at the
Centre for Human Rights and Democracy.
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3. FU CHAIRPERSON'S REPORT

It is my
Mortgage
present th

leasure to present the County Assembly of Bungoma Employee Car Loan and
financial statements for the year ended 30th June 2019. The financial statements

financial performance ofthe fund over the past year

lity

performance

is Chemion
nistration Chairman

bi

The fund and its stakeholders are increasingly emphasizing on the need to ensure sustainability
for both its investments and its resource mobilization and financing capabilities with an objective
ofensuring that the fund's going concern is secured.

Sustaina

Review of

Income

The fund earn
interest incom

Expenditufes

The total expenditures during the period amounted to Kshs. 526,868 meant to undertake fund
administratlon expenses with regard to transfer of logbooks to be conjoined (betw.een the counry
Assembly and the member ofthe scheme), hospitality related activities and bank charges.

Appreciation

I take this opportunity to express my sincere gratitude and appreciation to the county
government? development partners, stakeholders, management, staff and fellow truslees for their
continued support which made us achieve these results.

I look forward to your continued support in the year 2019/2020.

,N,"

ed revenues amounting to Kshs. 15,000,000 from the exchequer. The income from
e amounted to Kshs 1,956,545

Signed:

Hon. Franc
Fund Admi

viiill)age



Bungoma County Assembly - Employee Car Loon and Mortgage Fund
Reports ond Financial Stalements
For lhe year ended June 30, 2019

4. REPOR.T OF THE FUND ADMINISTRATOR

It is my plqasure to present the County Assembly of Bungoma Employee car loan and mortgage
financial statements for the year ended 30* June 2019. The financial statements present the
financial performance ofthe fund over the past year.

The fund was established on February 2017 and started with an initial amount of Kshs 80M in
the financiail year 201712018. Under the financial year under review the fund has disbursed loans
to l0 additional beneficiaries.
Financial Ferformance

a) Revenue

Revenue received from the Transfers from County Treasury amounted to Kshs 15,000,000 with
an lnterest Income of Ksh 1,956,545 for the period under review.

b) Loans

for their sup
that County

I would also want to thank all staff who we have worked hand in hand to ensure
bly of Bungoma Employee Car Loan and Mortgage achieves its mission.

tt (

Signed:

During the flnancial year 2018/2019, the fund disbursed Car loan and mortgage of
Kshs.21,100,000 bringing the total loan beneficiaries to date to Kshs.95,132,000.

c) Cash florvs

In the FY 201812019, we have not had many liquidity disruptions. The cash and cash equivalents
was Kshs 869,1 86 as at 3Oth June 2019.

d) Conclusion

FY 2018/2019 was a good year in general. I take this opportunity to thank the board of trustees

ut I
L

JOHN ON
FUND AT)

GWAE MOSONCO
MINISTRATOR

Revenue clessification Actual (Kshs)

Revcnue Kshs

Transfers from County Govt.

Interest income I ,956,545
Total incont c t6,956,545

ixll)ir ,.c

15,000,000



Bungomo Count! Assemblt - Employee Cor Loan and Mortgage Fund
Reports ond Financial Stotemenls
For lhe year ended June 30,2019

5. CORPORATE GOVERNANCE STATEMENT

THE FUND

The county assembly of Bungoma Employee car Loan and Mortgage scheme is a revolving
fund established pursuant to the Salaries and Remuneration commission (SRC) circular
number SRC/ADM/CIR/I/13 vol. lll (128) of l7'h December,20l4 and se*ion 167 of the
Public Finance Management (PFM) Act 2012. lts mandate is to provide car loans and
mortgage to members of staff. The fund is committed to ensuring compliance with regulatory
and supervisory corporate governance requirements. Essential to the establishr*t of u
corporirte govemance framework in the fund is a formal governance structure with the fund
administration committee at its apex. The roles and functionality of the fund are drawn from
the _Bungoma county Assembly (Employees' car Loan scheme Fund) regulations, 2017
made on 16' January, 2017 and The Public Finance Management (Bu;goma County
Assembly) (Employees' Mortgage Scheme Fund) Regulations, 201 g on lgih Rpiit ZO I t.

AUDIT AND RISK COMMITTEE

In ensuring that corporate governance and integrity is enhanced in between the governance of
the fund, the Fund Administration committee engages an audit and risk committee
established by county Assembly Service Board. The members of this committee during the
year under review were:

The Fund Administration committee is responsible for reviewing the effectiveness of the
fund's system of internal control which is designed to provide reasonable, but not absolute,
assurance regarding the safeguarding ol assets against unauthorized use or disposition and

xll'agc

S/No. Name Position in committcc
Mr. Calistus Wekesa Waswa Chairrran Audit comrnittee

1 Dr. Destain s N. Nyongesa Member Audit committee
3 CPA Jackson Wetosi Member Audit committee
4 Mrs. Diana Khaetnba Member Audit committee
) Mr. AIfred Makokha Secretary Audit comrnittee

I

STATEMENT OF COMPLIANCE

The Fund Administration Committee confirms that the fund has throughout the Fy20l8/2019
complied with all statutory and regulatory requirements and that the fund has been managed in
accordahce with the principles of good corporate governance.

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

INTERNAL CONTROL AND RISK MANAGEMENT

Internal Control
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tenance ofproper accounting records and the reliability offinancial information used
bu s ness or for pu b cat lon. These contro S are des to manage

the mai
within
elim i rhe nsk of ure lo eve bu sl uess olai

rather than
bjectives d to c trcum stances ch maywh

gned
ach

reasot') be foreseen nd C an onlv provide reasonab and not abso ute assuran ce agatnst

tl

v a

material tn sstatem C) oss.ent r

Intcrna Control Framework

The fun continues to review its internal control framework to ensure it maintains a strong
ive internal control environment. Business processes and controls are reviewed on

20t 8t2o
ing basis. No significant failings or weaknesses were identified during the Fy
9.

Manag ent Tcum
The rn

and
an

Man
regularl to ensure that the Comrnittee's objectives are achieved effectively and efficiently.

Auditor
The t'un is audited by the Aud itor-General.

agement team headed by the Fund Administrator implements the Loans
ent Committee decisions and policies through committee meetings. The team meets

xi ll) lt r, r
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received from the Transfers from County Treasury amounted to Kshs I5,000,000with lnterest lncome of Ksh 1,9j6,545 for the p€riod under revlew

Cash

In thc
equ iva

20lE/2019, we have not had many liquidity disruptions. The cash and cashwas KShs 869, I 86 as at 30'h June 2019.

OPERATIONAL PERFORMANCE

nts

[i:]';i::iitrrir,#*li*T"rfr*:;r;tTf ffi iH::: i:1f,?::JtT,"]*the allocFtion ofthe fund.

6. IT,IANAGEMENT DISCUSSION AI\D ANALYSIS

Thc fund has continues to grow and the management has put measures in placo to safcguard
againpt risks.
The fund's activities exposc it to a variety of financial risks including credit and liquidityrisks The Fund's overarr risk managcmcnt prograrnmc focuses on unpriictabiriry of cliange'sin thei business environmenr and seiks to mini-mise ,r,. poi"nir"i'JL.se effect of such riskson,its performance by sening acceprable levels of risk.'The i;;;;*. not hedge any risksand.hds in place poricies to cnsure tiat credit is onry eite"a"a i".1ru"^ *ith an estabrishedcredit history.
The nlanagement has ensured that we comply with statutory requirements relating to thefunctilns of.rhe fund and seeks ro ,"k" ,rr. ihut ,tut;,1;;;'r"d;;. *e remined on time roavoid incuning penalties and interests for non_corptiancJ.

BUSII{ESS PERTORMANCE

ReveDUe

xiilPuge



Bungon o County Assemb!! - Emptoyee Car Loan and Mo gage Fund
Reports dnd Flnsnciol Stitements
For the year ended 

"lune 30,20t9

7. STATEMENT OF MA.IIAGEMENT,S RESPONSIBILITIES

Section I67 of the public Financc Managcment Ac! Z0l2 requires that, at the end of eachfinancial year, the Administraror of a iounty pruii. rrJ""rt"ulished by the Bungomacounty Asscmbly (Emproyees' car Loan sctreme runaf'regrr*rorr, zorz ruo" on"l ii;Januuy; 2017 and The public Finance f.Aurug"r"ni 
'1-6r19"rn" 

County Assembly)(Employees' Mongage Scheme Fund) n.g, t"ttonr] i,i 8- on ifi eprif 20tE sha, preparetinancial sratements for the Fund in accordi'nce with G",iuiauii, uni r"*"r, pr"*rii"iiithc Public Sector Accounting Standards Board.
Thc Administrator of the County public Fund is responsible for rhe preparation andpresentafion of the Fund's financiar statemenb, which give'a true anu rair view of the state ofaffairs ofl.the Fund for and as at rhe.cnd 

"f 
rh" fi;;;J;tr;; .ii"o 

", June 30, 2019. Thisresponsibility includes: (i) maintaining adequate 
'inanci'ai-*"nug..*, 

arrangemenrs andensuring that lhesc conrinue to bc 
.effeltive rtrroughori il r;;ffig period; (ii) maintainingproper accounting records, which discrose with reisonabre acJuracy at any time the financiarposition ofthe Fundl (iii) designing, i*pt"m_.nting unJ iuinoiiini i'r,,.."r 

"onrrors 
rcrevanr rothe preparation and fair presentati;n orire financ-iar ."i.*"rtr,'.iJ 

"*uring 
that they are freefrom mareriar misstrremenb' wherher due ," """i"i rr"rl;'iiiy oiirurui,.g,h. assets oFthcFund; (v) selecting and appllng appropriate accounting p,jfi"[r=rl (vi) making accounringestimates that arc reasonable in the circumstances.

The Administrator of the County public Fund acccpts responsibiliry for the Fund,s financialstatemenb, which have been prepared using appropriate' a.;;;i;;g poticies supportJ ilreasonable and. prudent judgcments ana esrlmaiis, i, .onio*iJ'*i,h lntemationsl public
scctor Aocounting Sundards (lpSAS), and in rtre ,anne, ,eq, ir"i Uy ,f,. pFM Act, 2012 andthe Bunpma Countv Assemhtv lEmployces; C"i i"i, 1'"i.r."rFund) regulations, 20 I 7
Tud. 9l tou' tanuary, 20t7 Lnd Tire pubtic Fir"r; il;;;;;*ent (Bunsoma Counry
fs:e]nlly) (Emptoyees' Monsage scheme rund) n.g;trii""l"tdid ,, r s. Airii io I & .il,.Administmtor of rhe Fund is of the opinion that t(e Fu;d's fin;;;i;hrements give a true andfair view of the state of Fund's transactions during the nr"r"lJ y"* 

"ra"d 
June 30, 2019, andof the Fund's 

^fmanciar 
position as ar that daie. The eiri'ri.t 

"t., further confirm thecompleterEss of the accounting records maintained ro, rt 
" 

iuno, ,"ii"r, huu" b""n ;i;;';;;in the prcpamtion ofthe Fund's financiar statements * *.ri * ti" ra"quacy of the systems ofinternal fi nancial conkol.
ln preparing the financiar s6tements, the Administrator ofthe county pubric Fund has assessedthc.Fund'S ability to continue as a going concem and discloscd, as applicable, ,il;;.;;;;to the use of going concem basis of prelararion of the financiai stat#enb. Nothing has cometo the attedrion ofthe Adminis*storio indicatc tta *'" nuna triliili r"r.in a going concemfor sr lcastrhc ncxt rwelve months from thc datc of this staie;";;. 

"-'

Approval bf the linancial statements

Thc Fund 3 financial staEments were approvcd by the Board on
and sign its beha lf by:

Admini of the County Public Fund

20t9

xiiill'ugc
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GH H EADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box Joo84-ooloo
NAIROBI

OFFICE OF THE AUDITON-GE1{ERAL

E n h an c i ng Acc ount o b i I i t1'

30 JUN , 2019

REPO ON THE FINANCIAL STATEMENTS

Opinion

udited the accompanying financial statements of Bungoma County Assembly-

neces

Emp Car Loan and Mortgage Fund set out on pages 1 lo 27, which comprise the
stateme t of financial position as at 30 June, 2019, and the statement of financial
perform nce, statement of financial position, statement of changes in net assets,
stateme t of cash flows and statement of comparison of budget and actual amounts for
the yea then ended, and a summary of significant accounting policies and other
explan information in accordance with the provisions of Article 229 of the
Constit ion of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained all
the i ation and explanations which, to the best of my knowledge and belief, were

for the purpose of the audit.

OF THE AUDITOR-GENERAL ON BUNGOMA COUNTY ASSEMBLY-
EE CAR LOAN AND MORTGAGE FUND FOR THE YEAR ENDED

inion, except for the effects of the matter described in the Basis for Qualified
section of my report, the financial statements present fairly, in all material
the financial position of the Bungoma County Assembly - Employee Car Loan

gage Fund as at 30 June, 2019, and of its financial performance and its cash
the year then ended, in accordance with lnternational Public Sector Accounting
s (Accrual Basis) and comply with the Public Financial Management Acl,2012.

Basis Qualified Opinion

1. Acc cy of the Financial Statements

The ent of financial performance reflects total expenses balance of Kshs.526,868.
the statement of comparison of budget and actual amounts reflects

,008 on total expenditure resulting to a variance of Kshs.171,860 which relates
to fund ministration expenses. Further, the same statement indicates that the Notes to
the finan al statements are set out on pages 27 lo 32 instead of pages 1 to 27

umstances, the accuracy of statement of comparison of budget and actual
r the year under review could not be confirmed.

Report of Auditor-General on Bungoma County Assembly - Employee Cqr Loan and Mortgage Fundfor the yeor
ended 30 .20t9

t-l
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As disclosed in Note 4 to the financial statements, the statements of financial position
reflects, a bank balance of Kshs.869,186 as at 30 June, 2019. However, review of the
bank reconciliation statements revealed that the Management used the bank certificate
balance instead of the reconciled cash book balances of Kshs.2,742,872, resulting into
unreconciled variance of Kshs.1 ,873,686.

ln the circumstances, the cash and cash equivalent balance of Kshs.869,186 as at
30 June, 2019 is fairly stated.

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

Key Audit Matters

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

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Conclusion on Compliance and Effectiveness
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. Car and Mortgage Scheme

1.1 Lack of Security on Mortgage and Car Loans Disbursed to Staff

As disclosed in Note 58 to the financial statements, the total non-current receivables
balance of Kshs.79,517,350 includes Kshs.72,482,372 in respect of outstanding
mortgage and car loan balance as at 30 June, 2019. However, it was noted that the
acquired properties were not charged contrary to Regulation 16(1) of the Bungoma
County Assembly (Employees' Mortgage Scheme Fund) Regulations, 2018 which
stipulates that the Committee shall have a charge registered on the property financed
through a loan granted and shall be entitled to have its name entered in all documents of
title for such property.

Report ofthe Auditor-General on Bungoma County Assenbly - Employee Cor Loan and Mortgage Fund lor the year
ended 30 June, 2019

2

2. Cash and Cash Equivalents



Further, there was no evidence that the borrowers had taken out an insurance cover on
the mortgage protection policy and a fire policy with a reputable insurance firm as per
Regulation (17) of Bungoma County Assembly (Employees' Mortgage Scheme Fund)
Regulations, 2018.

Further, it was noted that the logbooks were not registered on joint ownership with the
County Assembly conkary to Regulation 8(2) of the Bungoma County Assembly
(Employees' Car Loans Scheme Fund) Regulations, 2017 which states that the log-book
of a vehicle subject to a loan from the Fund shall be issued jointly between the County
Assembly and the member of the Scheme and should be kept in the custody of the officer
administering the Fund until the loan is repaid in full by the member of the Scheme. ln
addition, there was no evidence that the vehicles purchased through the Scheme were
comprehensively insured as per Section 12(1) of the same Regulations.

1.2 lrregular Advances of Mortgage Loans

As disclosed in Note 58 to the financial statements, the statement of financial position
reflects Kshs.7g,517,350 on long term receivables from exchange transactions which
includes Kshs.21,100,000 on loan disbursements paid out. However, included in the
Kshs.21.100.000 is Kshs. 19,700,000 whose applications for the advanced mortgages
were not supported with the following documents as prescribed by Regulation 10(1)of
the Bungoma County Assembly (Employees' Mortgage Scheme Fund) Regulations,
2018i

i) Copies of the designs of the proposed residential property duly approved by
relevant Government agency;

ii) Bills of quantities in respect of the proposed development, renovation or repair.
iii) An official search of the title to the property intended to be purchased;
iv) A certified copy of the sale agreement relating to the property.

ln the circumstances, the Fund Management breached the law.

2. Lack ofan Approved Budget

Documents provided for audit revealed that the Fund did not have an approved budget
contrary to Section 149(2h) of the Public Finance Management 4c12012, which requires
the Accounting Officer to prepare estimates of expenditure of the entity in conformity with
the strategic plan.

ln the circumstances, the Fund Management breached the law.

3. Outstanding Borrowings by County Assembly Service Board

As disclosed in Note 5A to the financial statements, the statement of financial position
reflects Kshs.1 7 ,402,830 on current portion of long-term receivables from exchange
transactions. However, included in the Kshs.1 7,402,830 is Kshs.17, 190,3'18 in respect
of un-refunded borrowings by the County Assembly Service Board contrary to Regulation
4 of both the Public Finance Management (County Assembly Employee Car Loan
Scheme Fund) Regulations, 2017 and the Public Finance Management (County

Report olthl Auditor-General on Bungoma County Assembly - Enployee Car Loan and Mortgage Fundfor the year
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Assembly Employee 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 staff of
the scheme and for the purchase, development, renovation or repair of residential
property by staff of the scheme, respectively.

Further, the Management did not provide for audit loan applications, loans management
committee approval minutes and loans agreement.

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

4. Failure to Remit Fringe Benefit Tax

Documents provided for audit revealed that the Fund Management did not remit to Kenya
Revenue Authority (KRA) fringe benefit tax amounting to Kshs.720,076 which accrued
from the low interest loans extended to its members during the year as tabulated below:

The Management of the Fund did not therefore ,comply with the Section 12(B)(1 ) and (3)
of the lncome Tax Act, 2010 that requires an employer to pay fringe benefit tax in respect
of a loan provided to an employee or director at an interest rate lower than the market
interest rate and Section 12(3) which requires that fringe benefit tax to be charged on the
totaltaxable value of a fringe benefit provided by an employer in a month and remitted on
or before the tenth day of the following month to KRA

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 procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and overall governance were not effective.

Report o{the Auditor-General on Bungoma County Assembl)' - E.o,or"" ,o, Loan and Mortgage Fundlor the year
ended 30 June, 2019
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lnterest Received
@ 3o/o p.a -

Kshs.

Taxable Fringe
Benefit -

Kshs.
FBT @ 30%

Kshs.
1 ,800,194 4,200,446 2,400,252 720,076

Consequently, the Fund Management breached the law and also exposed the Fund to
penalties and interest due to non-compliance with provisions the lncome Tax Act.

KRA Prescribed Rate
@7o/o P.A'

Kshs.



Basis of 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 governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for such 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.

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

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.

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how the entity 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 Responsibilities 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
Arlicle 22D(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economac decisions of users taken on the basis
of these financial statements.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

Reporl of theAuditor-General on Bungoma County Assembly - Employee Car Loan and Mortgage Fundfor the year
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a ldentify and assess the risks of material misstatement of the financial statements,
whelher 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.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances and for the purpose of
giving an assurance on the effectiveness of the Fund's internal 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 going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Fund's ability to continue to sustain its services. lf lconclude that a material
uncedainty 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 continue to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund's 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.

Na
AUDITOR.GENERAL

Nairobi

18 October,2021
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Bungoma County Assembly - Employee Car Loon and Morlgage Fund
Reports and Financial Statemenls
For lhe r ended lune 30,2019

9. FIN CIAL STA'IEMENTS

TEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30th
E2019

Note

9.1. sT
JU

The accou
of the fina
and sign

A
N

r

IlsPellx

1,956,545 1,751,206

l,956,545 l,751,206

Fund Adrhinistration Expenses 2 17l,g60

Ceneral r*rpenses 3 355,008 l,46l,972

Total expenses 526,868 l,46l,gj2

Surplus {ur the period 1,429,677 289,234

The notes $et out on pages 27 to 32 form an integral part ofthese Financial Statements

Revenuc' lrom cxchange transactions

Interest income

Total reven ue

It

c3

t1ting policies and explanatory notes to these financial statem
cial statements. The entity financial statements were approv

Ittlt

ents form an integral part
ed on 2019

f,
Administ r of the Fund
Namc: JO N ONGWAE MOSONGO

Fund Accountant
Name: CHARLES WAFULA

Ill'rg,.

FY20t7l20t8I
Kshs

--.-----.--.-----....



Bungoma County Assembly - Employee Cor Loan ond Mortgoge Fund
Reports and Financial Stalements
For the year ended June 30,2019

9.2. ST TEMENT OF FINANCIAL POSITION AS AT 30 JUNE 20I9

Cash and cash equivalents 4 869. 186
Current on of long term receivables from exchange
transacti 5A 17,402,830s

Total li

Non-cu nt asscts

Long receivables from exchange transactions

Total
Liabili
Current I ia bilities

Trade

8,4"1I

7,801 ,801

58 79,517,350 73,390,532

97,789,366 81,200,804

6 r58,885

158,885

95,9n,570 80,911,570

1,7 t8,91 I 289,234

97,789,366 81,200,804

ts form an integral part
on 2019

Fund Accountanl
Name: Cl IARLES WAFULA

other payables from exchange transactions

ilities

Nct

Revolvi Fund

Accumu surplus

Total n assets and liabilities

of the fi
ting policies and explanatory notes to these financial statemen
cial statements. The entity financial statements were approved

and by,

The acco n

L [t,tt t
Adm i o the Fund
Name: J HN ONGWAE MOSONGO

2ll'ag

Note FY20l8/2019
Kshs

Assets

Current ossets

I.\ 2017/2018

Kshs

Yt\4,5-



Bungoma Count-y Assembly - Employee Car Loan and Morlgage Fund
Reports and Financial Slalements
For the ended June 30, 2019

9.3. S TEMENT OF CHANGES IN NET ASSETS AS AT 30 JUNE 2OI9

Balancc s at I July 2017

Surplus/( eficit) for the period 289,234
Funds ived during the year 80,91 I ,570

80,911,570

80,91 I,570

at 30 June 2018

at I July 2018

eficit) for tlre period

Funds lec ived during the year 15,000,000

95,911,570Balance :rt 30 June 2019

The acco nting policies and explanatory notes to these firrancial statemen
of the fi cial statements. The entity financial statements were approved
and sign

Admin i ofthe Fund
ONGWAE MOSONGO

Balancc

Balancc

S urplus/(

Name: J

289,234

289,234

1,429,677

r,718,9I1

ts form an integral part
on 2019

Fund Accountant
Name: CHARLES WAFULA

289,234

80,911,570

81,200,804

81,200,804

1,429,677

15,000,000

97,630,481

3lPage

Revolving Fund
Revaluation

Reserve

Kt!s

r\ccunru lated
surplus Total

kht

(





Bungoma Counly Assembly - Employee Car Loan ond Mortgoge Fund
Reports and Financial Stotemenls
For the ear ended June 30, 2019

9.4. ATEMENT OF CASH PLOWS FOII THE YEAR ENDED 30 JUNE 20I9

Cash fl s from operating activities
Receipts

lnterest

Total
ived

pts

Paymen

Fund ad inistration expenses

General penses

Total Pa molrls

Cash

Adjus
from operating activities

ntsi
Debtors

Debtors

Interest

lnterest

orrowrngs

payments

Other

2

J

2,lL8,75'l
2,118,751

l7 I ,860

355,008

526,868

3s7,t90
14,616,401

(2 r , 100,000)

(6,126,403)

15,000,000

1s,000,000

t,7 5t,206
1,751,206

1,46t,972

1,461,972

(29,949,04t)

22,349,747

(162,206)

2s7,832

9,493,335
(74,032,000)

(1,4s9,699)

(7,650,000)

(73,390,s32)

80,91 r ,s70

80,911,570

ivable

loan offset

ge debtors-MCA'S Car Loan

Premium Paid

5A

5A

5A

2

5A

6

I,591,883 289,234

(21,027,300)

|,436,276
(t72,21t)

(4 t5)
(40,301)

I 5 8,88s

(9,604,76s) (7,80r,801)

(8,012,882) (7,s12,s67)

Other pa bles-Recoveries not classifi ed

Net flows from operating activities

Cash fl
lnsuran

from investing activitics
Prem ium Recovered

Proceeds from loan principal repayments

Loan dis ursements paid out

Buying

Insuran

of loan from MCA's Car loan

5B

5B

5B

5B

5B

Net cash flows used in investing activities

Cash from fi nancing activitics
from revolving fund receipts

Nct flows used in financing activities

Net in

7

4lPag

e/(decrease) in cash and cash equivalcnts 860,715 8,471

Note FY20l8/2019

Kshs

I

FY20l7/2018

Kshs
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Cash and sh equivalents at 30 June 201 8 8,47 t

869,186Cash an cash equivalents at 30 June 2019

The acco nting policies and explanatory notes to these financial statements form an integral part
of the ll ncial statements. The entity financial statements were approved on 20t9
and si

4

4 ti,{71

bv

w*
Admin i
Name: .t

tor of the Fund
I-IN ONGWAE MOSONCO

Accountant
Name: CHARLES WAFULA
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Bungdnu Couhiy Assembly - Employee Car Loan and Mortgage Fund )

Repoas and Financial Statements
For lhe year ended June 30, 2019

9.5. STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 3OTIIJUNE
2019

Revenue Kshs Kshs Kshs Kshs Kshs

lnterest income 2,295,517 2,295,517 1,956,545 338,972 I

Total income 2,295,517 2,29s,s17 1,956.5.r5 338.972 l

Expenses

General expenses 1,256,000 1,256,000 35 5.008 900,992 0

Total expenditu re I,256,000 I,256,000 3ss.008 900,992 0

Surplus for the period 1,039,517 1,039,517 1,601,537 562.020
.,

Budget notes

l. Provide explanalion of diferences between actual and budgeted amounts (10026 over/ under) IPSAS 24.14

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

3. Where the total of actual on comparable basis does not tie to the statement offinancial performance totals due to diferences in
accounting basis (budget is cash basis, statement offinancial performance is accrual) provide a reconciliation.

6lPage

Original
- budset Adiustments Final budset

Actual on
comfrarable basis

Performance
--:- difference utilisation

2019 2019 2019 2019 2079 2019





Bungoma County Assembly - Emptoyee Car Loan and Mortgage Fund
Reports and Financial Stalements
For lhe year ended June 30,20r9

9.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with
Intemational Public sector Accounting Standards (lpsAS). The financial statem;nts are
presentcd in Kenya shillings, which is the functional and reporting currency of the Fund. The
accounting policies have been consistently applied to all the years presented.

The financial statements have been prepared on the basis of historical cost, unless stated
otherwise. The cash flow statement is prepared using the direct method. The financial statements
are prepared on accrual basis.

2, Adoption of new and revised stanrlards

a) Relevant new standards nnd amendments to published standards effective for the year
ended 30 June 2019

b) New and amended standards and interpretations in issue but not yet effective in the
ycar errdcd 30 June 2019

Stantlard Im pact

IPSAS 40:
Public Sector

Combinations
The standard covers public sector combinations arising from
exchange transactions in which case they are treated similarly with
IFRS 3(applicable to acquisitions only). Business combinations and
combinations arising from non-exchange transactions are covered
purely under Public Sector combinalions as amal

Applicable: ls January 2019

gamations.

Standlrd Effcctivc date lnd impact:
IPSAS 4l: Financial
Insttuments The objective of IPSAS 4l is to establish principles for the

financial reporting of financial assets and liabilities thar will
present relevant and useful information to users of financial
statements for their assessment of the amounts, timing and
uncertainty ofan 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;

Applicablc: l' January 2022't

7ll'ur:.



For lhe ended June 30, 2019

Standard Effective datc and impact:

. 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.

IPS

fits
42: Social

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 impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.

Applicable: 1" January 2022

c) Ear

The enti

adoption of standards

did not early - adopt any new or amended standards in year 2019

8 I'rr t.l c
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For the year ended June 30,2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3. Reveque recognition

i) Revenue from non-exchange transactions

Transferg from other government entities

Revenues liom non-exchange transactions with other government entities are measured at fair
value and recognized on obtaining control ofthe asset (cash, goods, services and property) ifthe
transfer is liee 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) Rcvenue from exchange transactions

Interest iacome

Interest income is accrued using the effective yield method. The effective yield discounts
estimated tuture 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.

4. Budgct information

The original budget for FY 2018/2019 was approved by the County Assembly on 4fi Juty 2019.
Subsequent revisions or additional appropriations were made to the approved budget in
accordance with specific approvals from the appropriate authorities. The additional
approprimions 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 additional
appropriations of Ksh 15.000,000 on the FY 2018/2019 budget following the goveming body's
approval.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial performance,
whereas thc budget is prepared on a cash basis. The amounts in the financial statements were
recast from the accrual basis to the cash basis and reclassified by presentation to be on the same
basis as the approved budget. A comparison of budget and actual amounts, prepared on a
comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

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

A statement to reconcile the actual amounts on a comparable basis included in the statement of
compari$on of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section 9.5 ofthese financial statements.

9l P:r ,,
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Bungoma Counly Assembly - Emptoyee Car Loan and Mortgage Fund
Reports and Financial Stotemenls
For the year ended June 30',2019

SUMMARY OF SIGNIFICANT ACCOUNTINC POLICIES (CONTINUED)

5. Financialinstruments

Financial assets

I n ilial recognitio n a nd meas ureme nl

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficii, 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 u.s"t, ure
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 acquiiition 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.

Held-lo-maturity

Non-derivative financial assets with fixed or determinable paynrents and fixed maturities are
classified as held 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 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. The losses arising from irnpairment are recognized in surplus or deficit.

I mpairme nt of tino nc ial ossets

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 if, there is objective evidence of impairment as a result of
one or more 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 ofthe financial asset
or the entity of financial assets that can be reliably estimated. Evidence of irnpairment may
include the following indicators:

) The debtors or an entity ofdebtors are experiencing significant financial difficulty

F Default or delinquency in interest or principal payments

! The probability that debtors will enter bankruptcy or other financial reorganization

F Observable data indicates a measurable decrease in estimated future cash flows (e.g. changes
in arrears or economic conditions that correlate wilh defaults)

l0 ll'a sc
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financiol liobilities

Inilial rccognilion and nteosuremenl

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

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

Loans onrl borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized 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 effective interest method
amortizatlon process.

Amortized cost is calculated by taking into account any discount or premium on acquisilion and
fees or costs that are an integral part of the effective interest rate.

Contingent assels

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 oieconomic
benefits or service potential wilt arise and the asset's value can be measured reliably, the asset
and the related revenue are recognized in the tinancial statements of the period in which the
change occurs.

6. Natuie and purpose of reserves

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

7, Changes in accounting policies and estimates

The Entily recognizes the effects of changes in accounting policy retrospectively. The effects of
changes in accounting policy are applied prospectively ifretiospective aiplication is impractical.

ll lr, , ,
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Borr6wing costs

Borrowi4g costs are capitalized against qualifying assets as part of properry, plant and
equipment. Such bonowing costs are capitalized over the period during which the asset is being
acquired or constructed and bonowings have been incured. calitalization ceases when
construction of the asset is complete. Further bonowing costs are charged to the statement of
financial performance.

9. Relaled parties

The Entity regards a related party as a person or an entity with the ability to cxert control
individually or jointly, or to exercise significant influence over the Entiiy, or vice versa.
Members of key management are regarded as related parties and comprise ihe directors, the
CEO and senior managers.

10. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on call
and highly liquid investments with an original rnaturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in value.
Bank account balances include amounts held at the central Bank of Kenya ani at various
commercial banks at the end of the financial year. For the purposes ofthese financial statements,
cash and cash equivalents also include short term cash imprests and advances to authorised
public officers and,/or institutions which were not surrendered or accounted for at the end of the
financial year.

I l, Comparative figures

where necessary comparative figures for the previous financial year have been amended or
reconfigured to conform to the required changes in presentation.

12. Events after the reporting period

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

13. Ultimate and Holding Entity

14. Cutrency

The financial statements are presented in Kenya Shillings (Kshs)

12 I P a p e

The entity is a county Public Fund established rhe. Bungoma County Assembly (Employees'
car Loan Scheme Fund) Regulations,20l 7 on l6u January 2017 and rhe puhlic Finance
Management (Bungoma county Assembly) (Employees' Mortgage Scheme Fund) Regulations,
2018 on l9'April 2018. Its ultimate parent is the County Assembiy of Bungoma.



Bungoma County Assembly - Employee Car Loan and Mortgage Fund
Reporls and Financial Slatements
For the yeor ended lune 30,20r9

SUMMAITY OF SIGNITICANT ACCOUNTING POLICIES (CONTINUED)

15. Signiticant 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 zrmounts of
revenues, gxpenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the end of
the reporrihg period. However, unce(ainty 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 jtrdgements, estimates and assumptions made: e.g.

Estimates and assumptions - The key assumptions concerning the future and other key sources
of estimatlon uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying arnounts 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 bcyond the control of the Entity. Such changes are reflected in the assumptions when
they occur. IPSAS 1.140.

Useful livcs and residual values

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

) The condition of the asset based on the assessment of experts employed by the Entity

D The nature ofthe asset, its susceptibility and adaptability to changes in technology and
Proce!|ses

D The nature of the processes in which the asset is deployed

) Avaikibility offunding to replace the asset

D Changes in the market in relation to the asset

16. Financial risk management

I3l l):r

The Fund's activities expose it to a variety of financial risks including credit and liquidity risks
and effecls 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 performance by setting acceptable levels of risk. The
Fund docs not hedge any risks and has in place policies to ensure that credit is only extended to
customers with an established credit history.
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9.7. N TO THE FINANCIAL STATEMENTS

1. In lncome

The adj
Kshs. I

t arose due to error of omission in the recognition ol the interest receivable of
,206 in the prior year financial statemen(s.

2. Fund administration expenses

3. Gen ral expenses

JI Paue

Interest ir tcome lrom loans I,946,125 1,751,206
Interest ir e from loans-Receivable 172,211
lnterest ir come from loans-Loan Offset 4t5

2,118,751 1,751,,206t income

ivable F/Y 2017-18

trn,rs

otal in

rest (162,206)

l,956,515

Pro al services costs I 7l ,860.00
Total l 71,860.00

Fy20t7tz0t,
KshKs

lnsuran :ecosts-Valuation Costs 24,000
Postage tment of Re ations 109,040
Hospita 331 ,l 60 1,285,600
Other e lpgqsqs- Bank Charges 23,848 43,332
Total 355,008 1,,161,972

Dcscription FY2018/2019 FY20t7l20t8
Kshs Kshs

Description FY20 t 8/2019 t;Y201712018

Kshs Kshs

FY20l8/2019
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NOTES THE FINANCIAL STATEMENTS (CONTINUED)

4. Cash nd cash equivalcnts

Detailed l ysis of the cash and cash equivalents are as follows:

t account 8,4716l869,1 8
otal cas and cash u iva lcnts 8,.t71869,1 861

u rrcnt account
Kenya ornmercial bank 1206004991 838,398 8,244

ial bank 1206090308 30,78"1 227
G ran tot:ll 869,186 8,471

elFY20l8/20r FY20t7t20t8

FY20l8/2019 FY2017t20ttl

Financill institution Account
numbcr Kshs Kshs



5A. lu rrcnt lo:rn rcpavmcnts rluc-CASI] llorrorrings
Ba ll ncc brought forn ard 7 ,599,291
Atkl :-Borrorvings During the Year 21.027.300 29.949.041
Lrss -Repayments During the Ycar (t t,436,276) (22.349.747)

17,190,318 7 ,399,291
lnte I est Receivable 172,211 t62.206
Otht rr exchange debtors-lvlCA'S Car Loan 40,3 0l 40.101
'fotr l('urrent rcccir a hbs 17,,102,830 7.801.801

Non-( urrcnt l{ccciva blcs

58. Long lerm lorn repavmenls due

llul rncc brought forn'a rd 65,99{1,36{

A(l( L:-l.oan d isbursements paid out 2 t . 100.000 74.032.000.00
[,oan Oll.set 166.497

Buying otTof Loans liom MCA Car Loan 1,459,698.94

Les r:-Proceeds fiom loan principal repa),ments (14.6t6,407) ( 9,493,33s.06)
Proceeds from loan offset principal repay'ments ( 166.082)

'l'ot ll [,ong tcrrn lo{D rcpilvnlents duo 72,182,372 65.99li.36{

I ns rance lleceiYable
lla I nnce brought fo rn a rtl 7,392,168
ln sr rance Premium Paid 7.650.000.00

In sr rrartce I)rc'ntiunt Ilecovcrcd 357, r90 25 7.832.00
'l'ot irl I nsu ra ncc Receiyablc 7.034,978 7.392.168

'I-ol al \on-c rr rrcn t rcceir ables 79,517.350 73,390,532

(in r nd Tolal receil'ables from exchange transactions 96,920,180 8t,192,333

N

5.

Bungonru Counly Asscnthll' - Entployee Car Loun und Morq:age Fund
Reytrls und Finunciul Stalemenls
For the e detl Ju e 30,2019

TO THE FINANCIAL STATEMENTS (CONTINUE,D)

lle eivables fronr exchange transaclions

t6l il (..1 c

Dcsdrirrtion FY20l8/20 r 9

Kshs

!-Y20 t 7/20lti
K shs
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NOTES O THE FINANCIAL STATEMENTS (CONTINUED)

6. 'f rade and other payables from exchange transactions

Descripti n

Other pa1 ables-Recoveries not classitled 158,884.95
Tot:rl tra c and other payables 158,884.95

l'c7. 'l'r:rns rs from County Government

8. Ilelatcrl party balances

a) Natu TC

Entitics

of related party relationships

other parties related to the Fun

a)
b)
c)
d)

d include those parties who have ability to exercise
control or' exercise significant influence over its operating and financial decisions. Related
parties i lude management personnel, their associates and close family members. The
fund/schc e is related to the followlng entities:

Th
Th
Ke
B fTrustees; etc.

C unty Govemment;
nt county Government Ministry;

ement;

e

e

v
oard

Descript

----.-_.-:-l-
Ks

Transfers iiom County Govt. - operations 15,000,000 80,91t,s70
Tot:rl 15,000,000 80,911,570

17 ll':r 
'

FY20l8/20r9 FY2017/2018
Kshs Kshs

2018t2019 2017t20t8

Kshs
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Bungoma County Assembly - Employee Car Loan and Mortgage Funtl
Reports and Findnciol Statements
For the ended J une 30, 2019

NOTES THE FINANCIAL STATEMENTS (CONTINUED)

b) Due related parties

c) Due related parties

Due to Co unty Govemment I 7, 190,3 I I 7,599,294
Total 17,190,318 7.,599,,294

2018t20t9 2017t2018

Kshs Kshs
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Bungoma Coungt Assembly - Employee Car Loan and Mortgage Fund
Reports and Financial Statements
For lhe year ended June 30,2019

IO. PROGRESS ON POLLOW UP OF AT]DITOR RECOMMENDATIONS

The following is the summary of issues raised by the extemal auditor, and management comments that were provided to the auditor. We have
nominated focal persons to resolve the various issues as shown below with the associated time frame within which we expect the issues to be
resolved.

l.l Lack of
Security on
Mortgage
Disbursed to Staff

Out ofthe disbursed
amount of
Kshs.74,032,000 as
reflected under note 4
is Kshs.13,842,941
where there were no
charges registered on
the properties and the
name of the County
Assembly was not
entered in the title
documents to register
its interest for the
mortgages in line
with Regulation I 6( I )
ofthe Bungoma
County Assembly
(Employees'
Mortgage Scheme

The management agrees
with the findings of the
audit and has adopted
steps in ensuring the
fund complies with the
regulations.

John Mosongo In process

19 ll'.r ge

iii6Tvid)

' (R,:io;v;i /. 1 (Put u d,ttc i'hiti'r',tii
:rn'&lirp,tieD e.xp! ct t h e:ks u i- to be.
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Bungoma Counly Assembly - Employee Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2019

Fund) Regulations,
2018 which stipulates
that the Committee
shall have a charge
registered on the
property financed
tfuough a loan
granted and shall be
entitled to have its
name entered in all
documents of title for
such property.

It was noted that the
applications for the
advanced mortgages
totaling
Kshs.13,842,921 out
of the disbursed
amount of
Kshs.74,032,000 as

reflected under note 4
during the year under
review were not
supported by the

20 lPa se

1-2. Irregular
Advances of Car
and Mortgage
Loans





Bungoma County Assembly - Employee Car Loan and Mortgage Fund
Reporls and Financial Slalements
For the year ended June 30, 2019

following documents
as prescribed by
Regulation l0( I ) of
the Bungoma County
Assembly
(Employees'
Mortgage Scheme
Fund) Regulations,
2018;
.Copies ofthe designs
of the proposed
residential property
duly approved by
relevant Govemment
agency;
.Bills of quantities in
respect ofthe
proposed
developmen!
renovation or repair.

2.Lack ofan
Approved Budget

Review of the Fund's
loan management
committee minutes
and financial

The management agrees

with the findings of the

Fund Committee Resolved

2l li'rr r':

tirc txicriial audit .t-from
"tuditor." ")ort

ffi!:!l St ai ui:
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Bungoma County Assembly - Employee Car Loan and Mortgage Fund
Reporls and Financial Statemenls
For the year ended June 30, 2019

statements for the
year under review
revealed that
operation ofthe Fund
were not guided by an
approved budget.
Therefore,
administration of the
Fund was not
conducted in
compliance with
Section 149(2h) of

I the Public Finance
Management Act
2012. which requires
the accounting officer
to prepare estimates
of expenditure of the
entity in conformity
with the strategic
plan. In addition, the
Fund was exposed to
risk ofover and
underutilization and
misapplication of the

audit and has made

necessary steps to ensrre

compliance.

22lP;tse
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For tlte year ended June 30, 2019

funds.

3.Outstanding
Bonowings by
County Assembly
Service Board

Included under
receivables from
exchange transactions
of Kshs.S l ,030,127
under Note 4 is total
currenl receivables of
Kshs.7,639,595 in
respect of un-
refunded borrowings
by the County
Assembly Service
Board in
contravention of
Regulation 4 ofboth
the Public Finance
Management (County
Assembly Staff Car
Loan Scheme Fund)
Regulations, 2017
and the Public
Finance Management
(County Assembly
StaffM Fund

The management agrees
with the findings of the
audit and the same has
been communicated to
the County Assembly
Service Board to ensure
refirnd is instituted.

Fund Accountant

23 lPir rr
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Regulations, 2018
which states that the
object and purpose of
the fund is to provide
a loan scheme for the
purchase of vehicles
by Staffofthe
scheme and for the
purchase,
development,
renovation or repair
of residential property
by Staffof the
scheme, respectively.

Further, the
management did not
provide records on
the applications for
bonowings, loans
management
committee approval
minutes and executed
loans ent

24 lPa:e
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Bungoma County Assembly - Employee Car Loan and Morlgoge Fund
Reports and Financial Statements
For the year ended June 30, 2019

relevant to the
bonowings.

4.Irregular Award
of t}te Insurance
Services Tender

Under note 4 to the
financial statements is
Kshs.7,650,000
incuned to procure a

local insurance broker
using restricted
procurement method
in respect of premium
for provision of
Group Credit Life
Insurance for
Mortgage and Car
Loan. However, the
service provider was
procured irregularly
since the amount is
above the threshold of
the restricted
tendering method
used in line with the
first schedule of the
Public Procurement

The management agrees
with the findings of audit
and has resolved to
following the laid out
Procurement plan
policies and Acts

Resolved

25 li)a s t
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Bungoma County Assembly - Emplq,ee Car Loan ond Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2019

and Disposal
(Amendment)
Regulations, 2013
which sets the
threshold of
Kshs.3,000,000 as a
minimum value of
procurement of
services that require
advertising under the
altemative
procuement method.

5.Failure to Remit
Fringe Benefit Tax

It was noted that the
Fund did not remit to
Kenya Revenue
Authority (KRA)
fringe benefit tax
accrued from the low
' - l^.-c

The management agrees
with the findings of the
audit. This tax is to be
remitted by the employer
and the same has been
communicated to the
r- , and A "e ",, 

-,,-

John Mosongo Resolved

76lI)ao.

me;;-. is which had
accumulated to
Kshs.2,025,051 as at
30 June 2018

cai
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Bungoma County Assembly - Employee Car Loan and Mortgage Fund
Reports and Financial Slatements

(

For the year ended June 30,2019

Guidance Notes:

r) I.'., 't " -i;-s -;r--.-' 1..,.1 :L::-.:hr'. "rcorllin^i i:ttheexte:-nal audit reporl:

b) Obtain the "lssue/Observation" and "management commenB", required above, from final extemal audit report that is signed by
Management;

c) Before approving the report, discuss the timeframe with the appointed Focal Point persons within your entity responsible for implementation
of each issue;

d) Indicate the status of "Resolved" or 'Not Resolved" by the date of submiuing this report to County Treasury.

27 ll'l: e
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