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Thara*a Nithi County Assembly Car loans & Mortgage Fund
Annutl Report and Financial Statements for the year ended June, 30 2023

1. Acronyms and Glossary of Terms

a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

Board of Management

Institute of Certified Public Accountants of Kenya

Intemational Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings



Thsraka Nithi County Assembly Car loans & Mortgage Fund
Aqnual Report and Financial Statements for the year ended June, 30 2023

2. Key Entity Information and Management

a) Backgroundinformation

The car loan and Mortgage Scheme Fund was established by and derives its authority and
acoountability from Section I l6 of the Public Finance Management Act, 2012 and Salaries and
Reqnuneration Circular No. SRC/TS/!VB/3/14 of l4'r' February, 2014. The Fund is wholty
owned by the County Government of Tharaka Nithi and is domiciled in Kenya.

The fund's objective is to grant car loans and Mortgage to the Members of the County Assernbly
and staff.

b) Principal Activities

The principal activity for the County Assembly Revolving Members Scheme Fund is to is to
disburse loans to the Members of the Tharaka Nithi County Assembly to facilitate them acquire
residential property (Mortgage Loan) and motor vehicles (Car Loans).

Vision

To be a supreme, effective, efficient and self-sustaining County Assembly Fund Management
Comrnittee as a major participant in the process of good governance.

Mission

To facilitate Members of the Tl'raraka Nithi County Assembly Fund Management Committee to
efficiently and eflectively fulfil the Corrstitutional mandate in a representative system of
Devolved Govemment.

Corc Objectives

i. Frofessionalism and Team work

ii. Accountability

iii. ilransparency and Integ'ity

iv. Courtesy

v. Efficiency and Responsiveness

vi. Prudent use of Resources
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Tharaka Nithi County Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

c) Fund Administration Committee

d) Key Management Team

e) Registered Offices

Tharaka Nithi County Assembly
P.O. Box 694-60400
Former Meru South County Council Offices,
Along Chuka-Meru Highway
Chuka, Kenya.

0 Fund Contacts

Telephone: (254) 0202399828
E-mai I : tharakanithicountyassembly@gmai l.com
Website: www.tharakanithi assembly. go.ke

g) Fund Bankers

Kenya Commercial Bank
P.O Box 4-60400
Chuka,
Kenya.

h) IndependentAuditors

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

I Hon. John Mbabu Chairperson

2 Hon. Marengo Luke Nyagah Njeru Member

J Hon. Kabii Jones Kinegeni Member

4. Mr'. Amos Kiangwe Sikweya Fund Adrninistrator

I Mr. Amos Kiangwe Sikweya Fund Administrator

2 Ms. Polly Kagendo Mbae Fund Accountant
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Tharaka Nithi Coanty Assembly Car loans & Mortgage Fund
Annual Beport and Financial Statements for the year ended June, 30 2023

3. Fund Administration Committee

1. Hon. John Mbabu

.,,'

He was born on 4tt'March, 1974.

He holds a Bachelor's Degree in Business Administration
with a working experience of over 15 years.

He is the Speaker of the County Assembly of Tharaka Nithi
and the Chairperson to the County Assembly Service Board.
He is also the Chairperson to the Car loan and Mortgage
Committee.

2. Hon. Marengo Luke Nyagah
Njeru

I

i

i

1r /A.I

He was born on 13tl'March,1992.

He holds a Diploma in Community Development and Social
work. With a working experience of over l5 years.

He is a Member of the County Assembly of Tharaka Nithi
and the Leader of the Majority Parfy. He is also a Member
to the Car Loans and Mortgage Cornrnittee.

3. Hon. Kabii Jones Kinegeni He was born on lOtl'October,1978.
He holds O level and Computer proficiency certificates.
With a working experience of over 15 years.

He is a Member of the County Assernbly of Tharaka Nithi
and the Majority Party Whip. He is also a Member to the
Car Loans and Mortgage Committee.

4. Mr. Amos Kiangwe Sikweya He was bom on 9tl' December, 1983.

He holds a Master Degree of Arts in Public Policy and
Administration with a working expedence of over l5 years

He is the Clerk of the County Assembly of Tharaka Nithi
and the Secretary to the County Assembly Service Board.
He is also the Fund Administrator to tl"re Car Loan and
Mortgage Fund.
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Tharaka Nithi County Assembly Car loans & Mortgage Fund
Annual and Financial Statements for the ended June, 30 2023

4. Management Team

L trulr. Amos Kiangwe Sikweya He was bom on 9tl'December, 1983.

FIe holds a Master Degree of Arts in Public Policy
and Adrninistration with a working experience of
over 15 years.

He is the Clerk of the County Assembly of
Tharaka Nithi and the Secretary to the County
Assembly Service Board. He is also the Fund
Administrator to the Car Loan and Mortgage
Fund.

2. Ms. Polly Kagendo Mbae Slre was born on 23'd December,1979.

She holds a Master Degree in Finance and is a
CPK Finalist with over 13 years working
experience.

She is a Member of Staff in the County Assembly
of Tharaka Nithi serving at the capacity of Ag.
Director Finance and Acconnts. She is also the
Fund Accountant to the Car Loan and Mortgage
Fund.

I
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Tharaka Ntthi Coun[, Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

5. Fund Chairperson's Report

The Tharaka Nithi County Assembly Car Loan and Mortgage Scheme Fund was established

pursuant to provisions of Section 116(1) of the Public Finance Management Act,20l2 which

provides that a County Executive Committee Member for Finance may establish other public

funds with thc approval of the County Executive Comrnittee and thc County Assernbly.

Fufthcr, Section I l6(9) of the Public Finance Management Act, 2012 provides that regulations

may providc for the establishment, management, operation or winding-up of county public funds

under this section.

In tlris regard, the County Assernbly approved Tharaka Nithi County Assembly Car Loan and

Hotrsing Fund Regulations, 201 8 which were later amended in 2021 to provide for efficiency in

the management and operations of the Fund.

The Tharaka Nithi Counfy Assembly Car Loan and Housing Fund Regulations provides that the

Car Loan and Managernent Committee shall consist of the County Assembly Speaker who shall

be the Chairperson, the Clerk of the County Assembly, the Leaders of the Majority and Minority

Pafties, the Majority and Minority Whips and a representative of the staff appointed by the Clerk

of the County Assembly.

During the period under the review, the Loans Management Committee membership changed

due to transition to the Third Assembly which compdses of only the Majority Party.

At the beginrring of the period under the review, the Car Loan and Mortgage Scheme Fund had a

bank balance of 42,058,084 shillings with a budgetary allocation of Thirty (30) Million shillings

which was disbursed within the period. The funds available were disbursed to the Members of

the County Assembly upon compliance. [n addition, the funds account raised interest on loans

amounting to Kshs 2,763,848.00 for the year 202212023

The Loans Management Committee's future outlook of the Fund is to lobby for more funds

allocation in the consecutive Budgets in order to have adequate funds for the disbursement of the

loans as per Members' qualifications. Further, tlie Committee has engaged different financial

partners to negotiate on the favourable conditions for disbursements and management of the

loans to enable both the Members of the County Assembly and the staff acquires residential

properties and rnotor vehicles.
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Car Loans and Mortgage Scheme Fund have been of great benefit to both the

Assembly and the staffs in enabling them acquire residential properties

The Loans Management Committee envisions the firnds accounts to hold

can be disbursed to the Members as soon as they are requested.

.Signature .......{..

Tharaka Nithi

..Date: 28th August, 2023

Car Loan and Mortgage Fund
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Tharaka Nirhi County Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

6. Report of The Fund Administrator

The Tharaka Nithi County Assembly Car Loan and Mortgage Scheme Fund was established

pursuant to provisions of Section 116(1) of the Public Finance Management Act, 2012 which

provides that a County Executive Committee Member for Finance may establish other public

fuirds with the approval of the County Executive Cornmittee and the County Assernbly.

Section 116(2) and (4) provides that for every county public fund established, the County

Executive Committee member for finance shall designate a person responsible for administering

that fund. And that the administrator of a county public fund shall ensure that money held in

the fund, including any earnings or accmals referred to in subsection (3) is spent only for the

purposes for which the fund is established.

Furtlrer, Section 167(l) and (3) of the Public Finance Management Act, 2012 provides that The

administrator of a county public fund established by the Constitution, an Act of Parliament or

county legislation shall prepare financial statements for the fund for each financial year in a form

prescribed by the Accounting Standards Board and that not later than three months after the end

of each financial year, the administrator of a county public fund shall submit the financial

statements prepared under this section to the Auditor General.

The Car Loans and Mortgage Scheme Fund has been of benefit to both the Members of the

County Assembly and the staff in enabling them acquire residential properties and motor

vehicles. However, due to constraints of funds, the beneficiaries have been receiving the funds in

phases which causes delays in full implementation of the programs.

In this regard, the Management is pursuing to engage in sttategies that would mobilize more

funds in the accounts through budgetary allocations and collaboration with financial partners on

disbursement and management of both Car loans and Mortgage to both the Members of the

County Assembly and the staff.

The Loans Management Cornmittee implemented key strategies in risk management of the loans

where all applicants of the facilities nrust comply with the requirements set before disbursements

and that they shall clear their loans within their time in service.

xl



Nithi hunty Assembly Car loans & Mortgage Fund
rnd Financial Statements for the ended Jun 30 2023

7. Statement of Performance Against the County Fund's Predetermined Objectives

Indroduction

Se$tion 164 (2) (f) of the Public Finance Management Act, 2012 reqrires that, at the end of each
finfncial year', the Accounting officer when preparing financial statements of each County
Government entity Govemrnent entities in accordance with the standards and formats prescribed
by rthe Public Soctor Accounting Standards Board includes a statement of the county govemment
entity' s p erformanc e against predetenni ned obj ectives.

,)
b)
c)
d)

")
J)
s)
h)

,
i)
k)

Thb key development objectives of the Fund as per the sh'ategic plan2020-2025 areto:

Enhance the capacitlt oJ MCAs for efibctive representation
Advocate and petition on beltalJ'of the citizen
Strengthen gathering analysis and enhance oJ' in/brnntiott
Promote legtslatiort througlt etxactitxg laws that is progressive and relevant
Motivate the stakeholders to own the legislatitte process
Promote a practice of prudent stewardship
Monitor implementatton of Assetnbly decision
Attract, develop and retain competent human capital
Es t ab I is h p rude n t managenxent of -finance and res ources ntobilization

, 
Improve corporate i nruge

' E m b r a c e i nfor m a ti o r t c ommun i c at i o n t e. c h n o I o gt

Prggress on attainment of Strategic development objectives

ow we de the on attaini the stated ectives:

MQrtgage
facflities
mdmbers

of

all
staff

Pr{vision

to
of

To ensure all
staffhave access
to Moftgage
facilities

Number
mortgages
successfully
applied

Number of staff
taking Mortgage
facilities

During FY
2022123 Hon.
Members of
accessed the
facility and were
able build their
own houses

xlr



Thuraka Nilhi County Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

8. Corporate Governance Statement

During the period under the review, the Car Loans and Mortgage Managemcnt Committee held

ten sittings in consideration of the loan applications from the Speaker and thc Members of the

County Assembly.

The succcssion plan for the Loans Managemcnt Cornmittce is mobilize adcquate funds through

budgetary allocations and collaboration with financial partners to ensure that the Members of thc

County Asscmbly and the staff acquire thc facilities as soon as they cornply with the

requirements.

Currently the Loan Management Committee has no charter though there are plans to develop it

in future.

On the process of appointrnent or removal of the Comrnittee mernbers, Section 6(l) of the

Tharaka Nithi Car and Housing Fund Regulations provides for the membership of the Committee

which comprises of the House Leadership. This means therefore that if one member of the

conrmittee resigns or is removed from the Honse Leadership, the loan management committee

membersh ip automatically ceases.

In addition, Section 6(5) of the Tharaka Nithi Car and Housing Fund Regulations provides for

the roles and functions of the Loan Management Committee as:

i. Process applications for loans in accordance with the existing terms and conditions of

borrowing.

ii. Liaise with the mortgage Institutions (if any) to set up a revolving fund for the

disbursement of the loans.

iii. Supervise the day to day running of the fund.

Futther, Section 5(2) and I 8( I ) of the Tharaka Nithi Car and Housing Fund Regulations provides

for the utilization of the interest accrued fi'orn the disbursements of loans.

During the period under the review, the Loan Management Committee approved the

disbursements of loans to the Speaker and the Members of the County Assembly who had

complied with the requirements. However, the funds were disbursed in phases due to constraints

xl1l



Nithi Assembly Car loans & Mortgage Fund
endedFinencial Statements for the 302023

Due to same re{rsons, the Committee did not undertake any induction or taining but

do so in

som

the disbursed to the Speaker and the Members of the County Assernbly were

with the Circular issued by the Salaries and Remuneration Commission

there conflicts of interest.

report

Loans Management Committee acts in accordance to the guidelines stipulated

where the compliance is audited by the Office of the Auditor General and a

submitted to the County Assembly Service Board.

xlv



Tharaka Nithi County Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

9. Management Discussion and Analysis

During the period under the review, the Loans Management Committee disbursed loans to the

Speaker and the Members of the County Assernbly amounting to Kshs. 102,630,000. The

disbursements were done in phases due to inadequate funds in the funds account and delayed

release of funds from the National Treasury.

The office of the Funds administrator adheres with the statutory requirements as they administer

funds to the Members in terms of remitting the correct taxes and filing of tax rehrms to the

relevant institution within the specified period to avoid fines and penalties.

Further, the Management has been engaging various financial instinrtions with an aim of
negotiating favourable terms for partnership in provision of timely financial services to both the

Members of the County Assembly and staff. The Management has separate regulations for

Members of the County Assembly and the staffs since their terms of service vary.

As a measure to manage risks, deductions of the loans disbursed to both the Members of the

County Assernbly and the staff are done through the salary payroll and thereafter remitted to the

funds accounts. In addition, the Loan Management Comrnittee approves loans which are secured

by both payslip and collateral of either charged title deed or logbook jointly registered between

the applicant and the County Assembly Service Board.
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Tharaka Nilhi County Assembly Car louns & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

10. Environmental and Sustainability Reporting

Tharaka Nithi County Assembly exists to transform lives. This is our purpose; the driving force
behind everything we do. It's what guides us to deliver our strategy, which is founded on these
pillars: putting the customerlCitizcn first, delivering relevant goods and services, and improving
operational excellence. Below is a brief highlight of our achievements in each pillar

l. Sustainability strategy and profile -The Accounting Officer of the County Assembly

ensures that the Assembly operates in the ecological, social and economic environment

where he ensures that the Assembly do the following;

-Set goals and commitments to be achieved within a given period.

-Engages with stakeholders in various issues.

-Establish systems and processes in the Assernbly, which are strictly followed

-Take track process, comrnunicate actions and meet expectations

2. Environmental performance- The County Assembly Service Board in collaboration with

Kenya Urban Roads Authorify was able to do grading and constntcting the retainers on

feeder roads around the County Assembly. The county Assembly has also done

beautification of the compound by planting trees, flowers and grass around the compound.

3. Employee welfare-Tharaka Nithi County Assembly have policies guiding the hiring process

which includes schemes of services which describes requirements for engagement, job

descriptions, duties and responsibilities and career progression. After engagement of staff is

done, there is staff inductiorr, training and development with the guide of training and

development policy to improve their skills and expertise which go a long way in improving

performance. The County Assembly of Tharaka Nithi have a strategic plan which is in use

and is reviewed after Five years that is year 2025 and other policies will be reviewed after

three years. Tharaka Nithi County Assembly we do not have a policy on OSHA but we have

catered for PDWs in that we have disability ramps where there are staircases or raised ground

in out offices.

xvl



Tharaka Nithi County Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June, 30 2023

4. Market place practices-

The organisation should outline its efforts to

11.

Responsible cornpetition practice-The County Assembly Seruice Board ensures that

there is fairness and transparency during employment and in case one is caught in the

act of bribery he or she is dismissed fiorn attending the interviews. It also ensures that

their staffs are non-partisan.

Responsible Supply chain and supplier relations-The County Assembly of Tharaka

Nithi use open tenders to allow competition arlrong business entities, awarding to the

lowest evaluated bidder and prompt payment after delivery.

Responsible marketing and advertisement-The County Assembly of Tharaka Nithi

make sure that advertisement is done for pre-qualification or registration of suppliers,

advertisement for open tenders and use of public participation and advertisement in at

least two dairies.

Product stewardship- Tharaka Nithi County Assembly make sure that the products

delivered are of good quality and right specification as per request by the department.

Community Engagements- County Assembly of Tharaka Nithi engaged their staff in

cleaning of the market in the last financial year.

Tharaka Nithi County Assernbly has promoted sports in participation in the County

Assemblies spofts Association events also they have participated irr Kicosca games.

Tharaka Nithi County Assembly has promoted staff training through training our staff

through need assessment by training committee.

111.
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Trustees

their report together with the audited financial statements for the year ended

show the state of the Fund affairs.

of the Fund is to disburse loans to the Members of the Tharaka Nithi

Fund for the year ended June 30, 2023 are set out on page I aad 4 where
the period and principal received is outlined.

Board of Trustees who served during the year are shown on page Vii.

is responsible for the statutory audit of the Fund in accordance with Article
of Kenya and the Fublic Audit Act 2015

of Fund

1

2gth
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Tharaka Nithi Counly Assembly Car loans & Mortgage Fund
Annual Report and Financial Statements for the year ended June,30 2023

12. Statement of Management's Responsibilities

Section 167 of the Public Finance Management Act, 2012 requires that, at the end of each
financial year, the Adrninistrator of a County Public Fund establishcd by the Tharaka Nithi
County Assembly Carloan&Housing Fund regulation 2018 shall prepare financial statements for
the Fund in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund's financial statements, which give a tme and fair view of the state of affairs of the Fund
for and as at the end of the financial year ended on June 30,2023. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effectivc throughout thc reporting pcriod; (ii) maintairring propcr accounting records, which
disclose with reasonable accuracy at any time the financial position of the Fund; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are free fi'om material misstatements, whether due
to enor or fraud; (iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate
accounting policies; and (vi) rnaking accounting estimates that are reasonable in the circumstances.

The Administrator of the Counly Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
teasonable and pmdent judgernents and estimates, in conformity with Intemational hrblic Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012 and Tharaka
Nithi County Assembly Carloan&Housing Fund regulation 2018 . The Administrator of the Furd
is of the opinion that the Furd's financial staternents give a true and fair view of the state of
Fund's transactions during the financial year ended June 30, 2023, and of the Fund's financial
position as at that date. The Administrator further confirm the completeness of the accounting
tecords maintained for the Fund, which have been relied upon in the preparation of the Fund's
financial statements as well as the adequacy of the systems of internal financial control.

In preparing the financial statements, the Administrator of the County Public Fund has assessed
the F-und's ability to continue as a going concern and disclosed, as applicable, matters relating to
the use of going concem basis of preparation of the financial statements.

Nothing has come to the attention of the Administrator to indicate that the Fund will not remain a
going concetn for at least the next lwelve months from the date of this statement.

Approval of the financial statenrents

The Fund's financial statements were approved by the Board on 28th August, 2023 and signed on
its behalf by:

Amos Kiangwe
Administrator of the County Public Fund

xlx
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HEADQUARTERS

Anniversary Towers
Monrovia Street

P.O. Box 3oo84-ootoo
NAIROBI

EPORT OF THE AUDITOR.GENERAL ON THARAKA NITHI COUNTY ASSEMBLY
R LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE 2023

REAMBLE

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

Report oh the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

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

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

An unmodilied opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations and that its internal control, risk management and
governan@ systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Act, 2012 and the Public Audit Act, 2015. The three parts
of the repotrt, 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 Tharaka Nithi County Assembly
Car Loan and Mortgage Fund for the year ended 30 June ,2023 set out on pages 1 to 27 ,

Report of the Auditor-General on Tharaka Nithi County Assembly Car Loan and Mortgage Fundfor the year ended

30 June, 2023



I

which comprise the statement of financial position as at 30 June, 2023 and the statement
of financial performance, statement of changes in net assets, statement of cash flows and
statement of comparison of budget and actual amounts for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and Section 35
of the Public Audit Act, 2015.1 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 Tharaka Nithi County Assembly Car Loan and Mortgage
Fund as at 30 June, 2023 and of its financial performance and its cash flows for the year
then ended, in accordance with the lnternational Public Sector Accounting Standards
(Accrual Basis) and comply with the Tharaka Nithi County Assembly Housing Fund
Regulations, 2018, Public Finance (Tharaka Nithi County Assembly Car Loan ( Members)
Scheme Fund) Regulations,2022 and the Public Finance Management Act, 2012.

Basis for Qualified Opinion

1. Long Overdue Loans

The statement of financial position reflects long term receivables from exchange
transactions amounting to Kshs.98,767,672 as further disclosed in Note 4 to the financial
statements. The amount includes previous year accrued principal loans amounting to
Kshs.6,718,521 in respect to car loan and mortgage for three (3) members of staff who
are no longer in employment. However, no provisions have been made for bad and
doubtful debts.

ln the circumstances, the existence and recovery of long term receivables from exchange
transactions amounting to Kshs.6,718,521could not be confirmed.

2. lnaccuracy in the Statement of Comparison of Budget and Actual Amounts

The statement of comparison of budget and actual amounts reflects total final revenue
and expenditure budget amounting to Kshs.2,763,848 and Kshs.1,866,047 respectively.
However, the approved revenue and expenditure estimates were not provided. Further,
the budgeted revenue and expenditure is not balanced as required by Regulation 31 (c)
of the Public Finance Management (County Governments) Regulations, 2015.

ln the circumstances, the accuracy and completeness of the statement of comparison of
budget and actual amounts could not be confirmed.

The audit was conducted in accordance with lnternationa! Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Tharaka Nithi County Assembly 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

Report of the Auditor-General on Tharaka Nithi County Assembly Cqr Loan and Mortgage Fundfor the year ended
30 June, 2023
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Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

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

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 laMully and in an effective way.

Basis for Conclusion

1. Failure to Prepare Separate Financia! Statement

The financial statements provided reports on both Tharaka Nithi County Assembly
Housing Fund and Tharaka Nithi County Assembly Car Loan (lvlembers) Scheme Fund
which are established under separate regulations. This is contrary to Regulation 18(1)(d)
of the Tharaka Nithi County Assembly Housing Fund Regulations, 2018 and Regulation
17(1)(d) of the Public Finance (Tharaka Nithi County Assembly Car Loan (Members)
Scheme Fund) Regulations, 2022 respectively which requires the officer administering
the Fund to prepare, sign and transmit to the Auditor- General in respect of each financial
year, a statement of accounts relating to the Fund.

ln the circumstances, Management was in breach of the law

2. Failure to take Mortgage Protection and Fire Policy on Loans

The statement of cash flows reflects loan disbursements amounting to Kshs.102,527,749.
The amount represents the total loans disbursed to the Members of County Assembly
and staff of the Assembly. However, the loan beneficiaries did not take and maintain a
mortgage protection insurance policy and fire insurance policy. This is contrary to
Regulation 16(1) of the Tharaka Nithi County Assembly Housing Fund Regulations, 2018
which requires a borrower to take and maintain a mortgage protection policy and fire
policy with an insurance firm approved by the Board, the cost of which shall be paid out
of the Fund and debited in the borrower's account. Further, no documentary evidence in
support of registered charges on properties acquired as required by Regulation 15 of the

Report of the Auditor-General on Tharaka Nithi County Assembly Car Loan and Mortgage Fund for the year ended

30 June, 2023
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Public Finance Management (Tharaka Nithi County Assembly Housing Fund)
Regulations, 2018.

ln the circumstances, Management was in breach of the Tharaka Nithi County Assembly
Housing Fund Regulations, 2018.

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 Management and Governance Section of my
report, ! confirm that, nothing else has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis for Conclusion

1. Failure to Carry Out lnternal Auditon the Car Loan and Mortgage Fund

Review of records revealed that no internal audit work was carried out on the financial
activities of Tharaka Nithi County Assembly Car Loan and Mortgage Fund during the year
under review. The arrangements for the conduct of internal auditing for a county
government entity include reviewing the governance mechanisms of the entity and
mechanisms for transparency and accountability with regard to the finances and assets
of the entity ,conducting risk-based, value-for-money and systems audits aimed at
strengthening internal control mechanisms that could have an impact on achievement of
the strategic objectives of the entity, verifying the existence of assets administered by the
entity and ensuring that there are proper safeguards for their protection, providing
assurance that appropriate institutional policies and procedures and good business
practices are followed by the entity ,and evaluating the adequacy and reliability of
information available to management for making decisions with regard to the entity and
its operations as provided for in Section 155 of Public Finance Management Act, 2012.

!n the circumstances, the effectiveness of financial and non-financial performance
management systems and implementation of the internal controls were not assessed as
required to assist in timely detection and prevention of errors, omissions and non-
compliances.

Report of the Audilor-General on Tharaka Nithi County Assembly Car Loan and Mortgage Fundfor the year ended
30 June, 2023
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2. Use of Manual System in Loan Calculations

As reported in the previous years, Management still maintains manual accounts for each
member using Microsoft excel worksheet instead of a loan management software. The
use of the manual system requires manual calculation of interest and loan balances by
the human resource officers and constant monthly and/or annual updates of the data
which could be prone to human error and manipulation contrary to Section 110(1)(2) of
the Public Finance Management (County Governments) Regulations, 2015 which states
that the Accounting Officer for a county government entity shall institute appropriate
access controls needed to minimize breaches of information confidentiality, data integrity
and loss of business continuity. Further, access controls to be instituted shall include (d)
use of multi-factor authentication including standardization of user primary identity linked
to national identification numbers, payroll numbers and assigned responsibilities.

!n the circumstances, the lndividual members accounts may easily be manipulated and
therefore the accuracy of the account's balances could not be confirmed.

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 Charged with Governance

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

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

Report of the Auditor-General on Tharqko Nithi County Assembly Car Loan and Mortgage Fundfor the year ended
30 June, 2023
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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
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with lSSAls will always
detect a material misstatement and weakness when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

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 assig ned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Als.o, 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
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

Report of the Auditor-General on Tharaka Nithi County Assembly Car Loan and Mortgage Fundfor the year ended

30 June, 2023
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those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

a

o

a 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 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.

FCPA u, CBS
AUDITOR-GENERAL

Nairobi

09 January,2024
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14.

Nithi Assembly Carloan and Mortgage Fund
ort d Financial Statements for the ended June 30, 2023

ent ofiFinancial Performance for the Year Ended 30th June 2023

Rer
Tra

enue From $ion-Exchange
nsactions

Sub-Totat

Rer enue From {:change Transactions

Inte :est Income I
2.763.848.00 1,517,405.00

Sub-Total
2,763,848.00 1,51,7.405.00

Tot rl Revenue 2,,763,848.00
1,517,405.00

Exp enses

Use of goods andbervices 2
1,866,047.00 3.627.898.0A

Tot rl Expenses
1.866.047.00 3,627,898.00

Sur rlus/@eficit)l fo. the Period
897,801.00 (2,110,493.00 )

N

A
T : Amos Kifngwe Sikweya

nistrator odttre Fund

""""'1""
Name: Polly Kagendo Mbae
Fund Accountant

ICPAK Member Number:18586



Tharaka Nithi County Assen$ly Car loans & Mortgage Fund
Annual Report and Financial Statements for the vear ended June, 30 2023

15. Statement of Financial Position As at 30 June 2023

The accounting policies and explanatory notes to these financial statements fotm an integral part

of the financiai statements. The entity financial statements were approved on 28tl'August,2023
and signed by:

...1....... d.....

Name: Amos lfiangwe Sikweya

Administrator of the Fund
Name: Polly Kagendo

Fund Accountant

ICPAK Member Number: 18586

I
I

i

I

Mbae

2

Assets

Current Assets
a
J 91,680 .00 42,058,084 .00Cash and Cash Equivalents

2,151,976 .004 3,721,661 .00Current Portion of Long- Tenn Receivables From

Exchange Transactions

44,210,060.003,813,341 .00Total current assets

Non-Current Assets

4 98,767,672.00 27,473,151.00Long Term Receivables fi-om Exchange
Transactions

98,767,,672.00 27,,473,151.00Total non- current assets

71,683,211 .00102,581,012.00Total Assets

Liabilities

Total current liabilities

Total Non-Current Liabilities
Total Liabilities

Net Assets

5 96,974,460.00 56,974,460.00Revolving Fund

14,708,751 .0015,606,552.00Accumulated Surplus

71,683,211.00102,581,012 .00Total Net Assets and Liabilities



Tharaka Nithi County Assembly Carloan and Mortgage Fund
Annual Report and Financial Statements for the year ended June 30r 2023

16. Statement Of Changes in Net Assets for the year ended 30th June 2023

102,581,01? 1

Balance As At I July 2021 56,974,460 11,024,528 67,998,988

Surplus/(Deficit) For the Period
(2,110,493)

(2,110,493)

Prior Year Adjustrnents 5,794,716 5,794,716

Balance As At 30 June 2022 56,974,460 14,709,751 11,683,211

Balance As At I luly 2022 56,974,460 14,708,751 71,683,211

Surplus/(Deficit) For the Period 897,801.00 897,801.00

Funds Received During the Year 30,000,000 30,000,000.00

Balance As At 30 June 2023 86,974,460 15,606,552.00

a
J



Thdraka Nithi County Assembly Car loans & Mortgage Fund
Anriual Report and Financial Statements for the year ended June, 30 2023

17. btatement of Cash Flows for The Year Ended 30 June 2023

Casir flows from operating activities

Recbipts

1,517,405.00
I 2,763,848.00Intefest received

Recpipts from other operating activities

2,763,848.00 1,517,405.00Trihireceipts

Paypnents

3,627,898.00
2 r.866.047.00Use of goods and $ervices

r.866.047.00
3,627,898.00Total Payments

( 2,110,493 .00)
897,801.00Net cash flows from operating activities

Calh flows from lnvesting activities

29"663.610.00
30,192,795 .00Proceeds from loan principal repayments

(102.527,749.00)Loaln disbursements paid out

30,t92,795.00(72,864,206.00'lNed cash flows used in investing acfivities

CaCtr tlows from ffnancing activities

30,000,000.00Propeeds from revolving fund receipts
I

30,000,000.00Ne( cash tlorvs used in financing activities

(41,966,405.00)
28,082,302.00

Ned increase/(decrease) in cash & cash

Eqtrivalents

13,975,782.00
J 42,058,084.00Cadh and cash equivalents at 1 July

42,058,084.00
J 91,680.00Ca$h and cash equivalents at 30 June

4



5s
EQ
E$ri16 sIosi

PV
as
l':llq
t\.
D'b

=kii. s9S
?qtrjG8t'Et *.
dR3E
[AR

E''-Fl

XETfi.G
8+,aE-(D=as.
F
(D
(JJ

L
b,J(,

0
Ft

(a
frl
o
F,t

t!
(D
i
oo

H
A.

t!
N
(D

r.t
(D

E] FIIxtr
(Do.
OP(Dir
b€ p

(a
d>1
pD

o

FI
N
(D

v,
(D
v,

i
B'

o

(!

(D
4
(D
a

o
l-{

(D

F
(D

o

ID

ao\o\
A{

@
o\o\
5
)J

-N{o\(,
oos
90

O

D)

I

e
o\

.r
-I

@
o\o\
5
S
O

NJ
{o\
UJ
oos
oo:

o
il

99
+

@o\o\
5
-I

oo
o\o\
5
J

IJ{
Oi
JJJ
oo5
oo

O

g

tD
lt

t.)
Io

TIo
t"

:F

6
a
D9

o

o

o

8elt
v)o

o
TE

o
oa(!

a
a

st

o

ah

Eor1
H
(!
rd
(D
i
oo

!^, N :- EE-
6 : Nr* xH E

I S 5]" $ E
$ I rer s i,;R- ss*
aF-=O
I!YNYx\ {:
*€, S'Ri{R 3 i
^:*X'Y*F- : s$s *sE8 *;TE M .I(!!lo;oa

ss 5Es$.(sssQr\\RE : S
>.^YS-- 3 ..:- (\BE E *\l*sEi*6 \ N'Q{str
\G'.4'! \do*-\
:.= s xs-R \ ir5.lG.:

:S."\\oAS "N \=V r\ - :'ii x-s
E=Q. F S.R'b, 3 SF$ d s

ss-v
(\a\s.ss q3

! 
- 

tesR=s ,w
s^e
R *-\ii3 SrRN

s- =. 5'
t!* \\or\"E
\:rta

*\(/lx sN
d S:-(\Or\
hs

:iso'
Eb

io
fiqssis
b' '-

GP
-s_ sqs:U)sh :\vt4

Ut



1

Tilaraka Nithi County Assembly Car loan and Mortgage Fund/Board
and Financial Statements for the ended June 30,2023

1 Notes to the Financial Statements

Information

Ttiaraka Nithi county assembly car loan and mortgage is established by and derives its
I

auihoriry and accountability from Public finance management. Section 116 of the Public

Fifiance Management Act 2012. The entity is wholly owned by the Tharaka Nithi County

A$sembly and is domiciled in Kenya. The entity's principal activity is to disburse loans to the
r

Mpmbers and Staff of Tharaka Nithi County Assembly to facilitate them acquire residential
I

prfperty (mortgage) and motor vehicles (car loan)

2. ]Statement of compliance and basis of preparation

Ttie Fund's financial statements have been prepared in accordance with and cornply with

Iniernational Public Sector Accounting Standards (IPSAS). The financial statements are

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

adcounting policies have been consistently applied to all the years presented. The financial
i

st{tements have been prepared on the basis of historical cost, unless stated otherwise. The

cqlsh flow statement is prepared using the direct method. The financial statements are

prepared on accnral basis.

3.iAdoption of new and revised standards

(i) New and amended tandards and interpretations in issue but not yet elJbctive in the year
ended 30 Jme 202i

Applicable: I't January 2023

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

reporting of financial assets and liabilities that will present relevant

and useftil information to users of financial statements for their

assessment of the amounts, timing and uncertainty of an Entity's

future cash flows.

IPSAS 41 provides users of financial statements with more useful

information than IPSAS 29,by:

. Applying a single classification and measurement model for

I+SAS 41: Financial

ldstruments

t.

6



Tharaka Nithi county Assembly car loan and Mortgage Fund/Board
Annual Report and Financial Statements for the year ended June 30, 2023

financial assets that considers the characteristics ofthe asset's

cash flows and the objective for which the asset is held;

. Applying a single forward-iooking expecred 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

rnanagement strategies and the accounting tteatment for

instruments held as part of the risk management strategy.

This standard is relevant to fund account

IPSAS 42: Social

Benefits

Applicable: I't January 2023

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

representativeness and cornparability of the information that a

reporting Entity provides in its financial statements about social

benefits. The infomration provided should help users of the financial

staterrents and general-purpose financial repofts 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 perfonnance, financial position and cash flows.

This standard is not relevant to fund account

Amendments to

Other IPSAS

resulting from IPSAS

41, Financial

Instnrments

Applicable: I't January 2023

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

components of borrowing costs which were inadvertently

omitted when IPSAS 41 was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently ornitted

when IPSAS 41 was issued.

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

1



Tharaka Nithi County Assembly Car loan and Mortgage Fund/Board
nual ort and Financial Statements for the ended June 2023

New and amended standards and interpretations in issue but not yet effbctive in the year
ended 30 June 2023.

accounting for financial guarantee contracts which were

inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classiffing

financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 41 was issued.

This standard is relevant to fund account

Other improvements

to IPSAS

Applicable I't January 2023

. IPSAS 22 Disclostu'e o/'Financial Information about the General

Government Sector.

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

2008).

c IPSAS i9: Employee Bene/its

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

longer defined in IPSAS.

. IPSAS 29: 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 frorn l't January 2023.

This standard is not relevant to the fund account

IESAS 43 Applicable I't January 2025

The standard sets out the principles for the recognition,

measurement, presentation, and disclosure of leases. The objective

is to ensure that lessees and lessors provide relevant information in

a manner that faithfully represents those transactions. This

information gives a basis for users of financial statements to assess

the effect that leases have on the financial position, financial

performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and

present information on right of use assets and lease liabilities.

8
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The standard is not relevant to the fi.urd account

IPSAS 44:Non-

Current Assets Held

for Sale and

Discontinued

Operations

Applicable I't January 2025

The Standard requires,

Assets that meet the criteda 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 of such assets to cease and:

Assets that rneet 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 performance.

This standard is relevant to tlrcfund occount

(iii)Early adoption of standards

The Entity did not early - adopt any new or amended standards in the financial year 2023

9
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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 govetrrment entities are measured at fair
value and recognized on obtaining control ofthe asset (cash, goods, services and property) if
the transfer is free from conditions and it is probable that the economic benefits or serice
potential related to the asset will flow to the entity and can be measured reliably.

ii. Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset's

net canying amount. The rnethod applies this yield to the principal outstanding to determine
interest income eacl'r period.

Dlvidends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's
right to receive payments is established.

Rental income

Rental incorne arising from operating leases on investment properties is accounted for on a
straight-line basis over the lease tems and included in revenue.

b) Budget intbrmation

The original budget for FY 2022/2023 was approved by the Courty Assembly on 23'd March
2022. Subsequent revisions or additional appropriations were made to the approved budget in

accordance with specific approvals from the appropriate authorities. The additional
appropriations 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 - on the FY 2022/2023 budget following the governing 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 accntal basis

using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial
statements were recast from 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

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

l0
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Summary of Significant Accounting Policies (Continued)

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 comparison of budget and actual amounts and the actuals as per the statement of financial
perfotmance has been presented under section - of these financial statements.

c) Property, plant and equipment

All property, plant and equiprnent are stated at cost less accumulated depreciation and
impainnent losses. Cost includes expenditure that is directly attributable to the acquisition of
the iterns. When significant parts of property, plant and equipment are required to be replaced
at interals, the entity recognizes such parts as individual assets with specific useful lives and
depreciates them accordingly. Likewise, when a major inspection is perfonned, its cost is
recognized in the canying amount of the plant and equipment as a replacement if the
recognition criteria are satisfied. AII other repair and maintenance costs are recognized in
surplus or deficit as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measured at its fair value.

d) Intangible Assets

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.
Following initial recognition, intangible assets are caried at cost less any accurnulated
arnortization and accumulated impainnent losses. Intemally generated intangible assets,
excluding capitalized developrnent costs, are not capitalized and expenditure is reflected in
surplus or deficit in the period in which the expenditure is incurred.

The useftil life of the intangible assets is assessed as either finite or indefrnite.

e) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property at the

time that cost is incumed if the recognition criteria are met and excludes the costs of day-to-
day maintenance of an investment property. Investment property acquired through a non-

exchange transaction is measured at its fair value at the date of acquisition. Subsequent to
initial recognition, investment properties are measured using the cost model and are

depreciated over an year period or investment properfy is measured at fair value with gains

and losses recognised tllough surplus or deficit. Investment properties are derecognized
either when they have been disposed of or when the investment property is pennanently

withdrawn fi'om use and no future economic benefit or selice potential is expected from its
disposal. The difference between the net disposal proceeds and the carrying amount of the

asset is recognized in the surplus or deficit in the period of de-recognition.
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Summary of Significant Accounting Policies (Continued)

0 Financial instruments

IPSAS 4l addresses the classification, measurement and de-recognition of financial assets

and financial liabilities, introduces new rules tbr hedge accounting and a new impairment

model for financial assets. The entity does not have any hedge relationships and therefore the

new hedge accounting rules have no impact on the Company's financial statements. A
financial instrument is any contract tl'rat gives rise to a financial asset of one entity and a

financial liability or equity instrument of another entity. At initial recognition, the entity

measures a financial asset or financial liability at its fair value plus or minus, in the case of a
financial asset or financial liability not at fair value through surplus or deficit, transaction

costs that are directly attributable to the acquisition or issue of the financial asset or financial

liability.

Fihancial assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity's management model for financial assets and the contractual cash flow characteristics

of the financial asset. A financial asset is measured at amortized cost when the financial asset

is held within a management model whose objective is to hold financial assets in order to

collect contractual cash flows and the contractual ten'ns of the financial asset give rise on

specified dates to cash flows that are solely payments of principal and interest on the

principal outstanding. A financial asset is measured at fair value through net assets/ equity if
it is held within the management rnodel whose objective is achieved by both collecting

contractual cash flows and selling financial assets and the contractual terms of the financial

asset give rise on specified dates to cash flows that are solely payments of principal and

interest on the principal arnount outstanding. A financial asset shall be measured at fair value

through surplus or deficit unless it is measured at arnortized cost or fair value through net

assets/ equity unless an entity has made irrevocable election at initial recognition for
particular investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its

financial assets into amoftized cost or fair value categories for financial instruments.

Movements in fair value are presented in either surplus or deficit or through net assets/ equity

subject to certain criteria being met.
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Summary of Significant Accounting Policies (Continued)

Amortized cost

Financial assets that are held for collection of contracfual cash flows where those cash flows
represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument
that is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income from
these financial assets is included in finance income using the effective interest rate method.

Fair value through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the

financial assets, where the assets' cash flows represent solely payments of principal and

interest, are rleasul'ed at fair value through net assets/ equity. Movernents in the canying
amounl are taken through net assets, except for the recognition of impairment gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in
surplus/deficit. Interest income from these financial assets is included in finance income

using the effective interest rate method.

Fair value through surplus or delicit

Financial assets that do not meet the criteria for amortized cost or fair value through net

assets/ equity are measul'ed at fair value through surplus or deficit. A business model where

the entity manages financial assets with the objective of realizing cash flows through solely
the sale of the assets would result in a fair value through surplus or deficit rnodel.

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible
amounts. Trade and other receivables are assessed for impairment on a continuing basis. An
estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

Impairment

The entity assesses, on a forward-looking basis, the expected credit loss ('ECL') associated

with its financia[ assets camied at amortized cost and fair value tluough net assets/equity. The

entity recognizes a loss allowance for such losses at each reporting date.
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Significant Accounting Policies (Continued)

Firtancial liabilities

Clrssification

The entity classifies its liabilities as subsequently measured at amortized cost except for
financial liabilities measured through profit or loss.

g) 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:

of manufacturing overheads based on the normal operating capacity, but excluding
bonowing costs

Afler initial recognition, inventory is measured at the lower of cost and net realizable value.
However, to the extent that a class of inventory is distributed or deployed at no charge or for
a nominal charge, that class of inventory is nreasured at the lower of cost and current
replacement cost.Net realizable value is the estimated selling price in the ordinary course of
oporations, less the estimated costs of cornpletion and the estirnated costs necessary to make
the sale, exchange, or distribution. Inventories are recognized as an expense when deployed
for utilization or consumption in the ordinary course of operations of the Entity.

h) Provisions

Provisions are recognized when the Entity has a present obligation (legal or consttuctive) as a
result of a past event, it is probable that an outflow of resources embodying economic
benefits or service potential will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation. Where the Entity expects some or all of a
provision to be reimbursed, for exarnple, under an insurance contract, the reimbursement is
recognized as a sepal'ate asset only when the reimbursement is virtr,rally certain. The expense
relating to any provision is presented in the statement of financial performance net of any
reimbursement.

i) Social Benefits

Sooial benefits are cash transfers provided to i) specific individuals and / or households that

meet the eligibility criteria, ii) mitigate the effects of social risks and iii) Address the need of
society as a whole. The entity recognises a social benefit as an expense for the social benefit

scheme at the same time that it recognises a liability. The liability for the social benefit

scheme is measured at the best estimate of the cost (the social benefit payrnerrts) that the

entity will incur in fulfilling the present obligations represented by the liability.
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S u mmary oJ' Signijicant Acco u nting Policies (Continued)

j) Contingent liabilities

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.

Contingent assets

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

k) Nature and purpose ofreserves

The Entify creates and maintains reseles in terms of specific requirernents.

l) Changes in accounting policies and estimates

The Entiry recognizes the effects of changes in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is
irnpractical.

m) Employee benefits - Retirement benefit plans

The Entity provides retirement benefits for its ernployees and directors. Defined contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate entity and will have no legal or constructive obligation to pay further contributions
if the fund does not hold sufficient assets to pay all ernployee benefits relating to employee
service in the current and prior periods. The contributions to fund obligations for the payment
of retirement benefits are charged against income in the year in which they become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sLrm payments or
increased future contributions on proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-employrnent benefit obligation.
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Summary of Significant Accounting Policies (Continued)

n) Foreign currency transactions

Transactions in foreign curencies are initially accounted for at the ruling rate of exchange on
the date of the Eansaction. Trade creditors or debtors denominated in foreign cuffency are

reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange differences arising fi'om the settlement of creditors, or from the reporting
of creditors at rates different fi'om those at which they were initially recorded during the
period, are recognized as income or expenses in the period in which they arise.

o) Borrowing costs

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

eqr,iipment. Such bon-owing costs are capitalized over the period during which the asset is

being acquired or constructed and bomowings have been incurred. Capitalization ceases when
construction of the asset is complete. Further borrowing costs are charged to the statement of
financial perfbrmance.

p) Related parties

The Entity regards a related parly 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.

Mernbers of key management are regarded as related parties and comprise the directors, the
CEO and senior managers.

q) Cash and cash equivalents

Cash and cash equivalents courprise cash on hand and cash at bank, short-term deposits on
call and highly liquid investments with an original maturity of tlu'ee 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 I(enya and at

various commercial banks at the end of the financial year. For the purposes of these financial
staternents, cash and cash equivalents also include short tenn cash imprests and advances to
authorised public officers and/or institutions which were not surendered or accounted for at

the end of the financial year.

r) Comparative ligures

r[4]rere necessary comparative figures for the previons financial year have been amended or
reconfigured to conform to the required changes in presentation.
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Summary of Signijicant Accounting Policies (Continued)

5. Significant judgments and sources of estimation uncertainty

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

a) Estimates and assumptions -
The key assumptions concetning the future and other key sources of estimation uncertainty at
the reporting date, tl-rat have a significant risk of causing a material adjustment to the carryirrg
amounts of assets and liabilities within the next financial year, are described below. The
Entity based its assumptions and estimates on parameters available when the consolidated
financial statements were prepared. However, existing circumstances and assumptions about
future developments may change due to rnarket changes or circumstances arising beyond the
control of the Entity. Such changes are reflected in the assumptions when they occur. IPSAS
I .140.

b) Useful lives and residual values

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

processes

c) Provisions

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

Provisions are lneasured at the management's best estimate of the expenditu'e required to
settle the obligation at the reporting date and are discounted to present value where the effect
is material.
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rterest Income iom Mortgage Loans 2,758,390.00 1,410,393.00

lterest Income lrom Car Loans 5,458.00 107,012.00

'otal Interest lcome 2,763,848.00 1,517,405.00

497,500.00 2,299,248.00trofessional I [vices Costs

,-ommittee A 0wances 1,331,101.00 1,324,000.00

4,650 .0037,446.00

1r866,047.00 3,627,898.00

Fund Accour 85,508.00 1,846,553.00

Repayment I pount 6,171.00 40,21 1,531.00

Total Cash r nd Cash Equivalents 91,680 .00 42,058,084.00

Nithi ty Assembly Car loan and Mortgage Fund/Board
nd Financial Statements for the r ended June 3 2023

6.

I

otes to the f,lnancial Statements

nterestI

s is interest ved from loan repayment for the financial year

2 Use of codis and Services

3 Cash and frsh equivalents
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Notes to the Financial Statenrents Continued

Detailed analysis of the cash and cash equivalents are as follows

4. Receivables from exchange transactions

a) Current Account

Kenya Commercial bank 115582s268 85,508 .00 1,846,553.00

Kenya Commercial bank l 157609368 6,171.00 40,211,531.00

Grand Total 91,680.00 42,058,084 .00

Current Receivables

lnterest Receivable
341,32s.00

80,697.00

Current Loan Repayments Due
3.380.337.00

2,071,279.00

Total Current Receivables
3.721.661.00

2,151,976.00

Non-Current Receivables

Long Term Loan Repayments Due
98.767.672.00

27,473,151.00

Total Non- Current Receivables
98.767.672.00

27,473,151.00

Total Receivables From Exchange Transactions 102,489,333.00 29,625,127.00
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To Financirl Statements (Continued)

al diselosure on interest receivable

I

Ttfe amount of Kshs 6,718,521 is a result of unsewiced loans of members who exit the
I

sefvrce.
5. Revolving Ftnd

Int[rest ReceivaHe

299,718.00
299,718.00

Aclrued
ye{rs

interest rpceivable fi'om of long-tenn loans of previous

Cufrent loan repayments due

6,718,521.00
6,718,521.00

Acfrued principal Aom longterms loans from previous periods

56,974,,460.00 56,974,460.00B4l btf
R{volving Fund Receipts 30,000,000.00

f$tal Cash And Cash Equivalents 86,974,460.00 56,974,460.00
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Notes to the Financial Statements (Continued)

6. 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:

a) The County Government;
b) The Parent County Government Ministry;
c) Key management;
d) Board of Trustees; etc.
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Notes to the Financial Statements (Continued)

7, Financial risk management

The Fund's activities expose it to a variety of financial risks including credit and liquidity
risks and eff-ects of changes in foreign cuffency. The Fund's overall risk management
programme locuses 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 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 lras 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 cledit quality of each customer, taking into account its
financial position, past experience and other factors. Individual risk limits are set based on
internal or external assessment in accordance with limits set by the directors. The arnounts
plesented in the statement of financial position are net of allowances for doubtful receivables,
estimated by the entity's management based on prior experience and their assessment of the
cunent economic environment. The carrying amount of financial assets recorded in the
financial statements representing the entity's rnaximuln exposltre to credit risk without taking
aocount of the value of any collateral obtained is rnade up as follows:
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Notes to the Financial Statements (Continued)

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

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

b) Liquidity risk management

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

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their remaining contractual rnaturities at the reporting date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within l2
months equal their canying balances, as the irnpact of discounting is not significant.
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c)

Notes to the Financial Statements (Continued)

Market risk

ThJe board has put in place an intemal audit function to assist it in assessing the risk faced by
th{ entity on an on-going basis, evaluate and test the design and effectiveness of its internal
acooturting and operati onal controls.

I

Mprket risk is the risk arising from changes in market pdces, such as interest rate, equity
prfces and foreign exchange rates which will affect the entity's income or the value of its
h(lding of financial instruments. The objective of market risk management is to manage and
cofrtrol market risk exposures within acceptable parameters, while optimising the return.
Overall responsibility for managing market risk rests with the Audit and Risk Management
Cfmmittee.

The Fund's
(anagement

T[rere has been no change to the entity's exposure to market risks or the manner in which it
rfanages and rneasules the risk.

i. Foreign currency risk

{he entity has transactional currency exposures. Such exposure arises through purchases of
goods and services that are done in currencies other than the local curency. Invoices

denorninated in foreign currencies are paid after 30 days from the date of the invoice and
(onversion at the time of payment is done using the prevailing exchange rate.

fhe carrying amount of the entity's foreign cuffency denominated monetary assets and
rhonetary liabilities at the end of the reporting period are as follows:

Finance Department is responsible for the development of detailed risk
policies and for the day-to-day implementation of those policies.
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Notes to the Financial Statements (Continued)

Foreign currency sensitivity analysis

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

ii. Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rate levels. The entity's interest rate risk arises from bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure
arises mainly fi'om interest rate movements on the Fund's deposits.

Management of interest rate risk

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

Sensitivity analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assurnes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the
prior year.
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Notps to the Financial Statements (Continued)

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:

8. $,vents after the reporting period

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

9. Qltimate and Holding Entity

The entiry is a County Public Fund established by Tharaka Nithi Courty Assernbly Car loan
and Housing Fund Regulations, 2018.

10. furrency

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

Revplving fund 86,974,460.00 56,914,460.00

14,708,751.00Accpmulated surplus 15,606,552.00

71,683,211.00Totdl funds 102,581,012.00

Less: cash and bank balances (91,680.00) (42,058,084.00)

Geaping o/
,/o

o//o
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20. Annexes

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

The following is the summary of issues raised by the external auditor, and management comments

that were provided to the auditor.

Amos Kiangwe Sikweya
Fund Manager/Accounting Offi cer

I
Lack of
Approved Budget

The management noted

the issue and Fund

committee approves the

budgets for year running
of the fund

Resolved

2.
Use of Manual

Records

The management noted

the issues and the fund
adrrinistrator made it
known to the Fund

committee the need for
rnortgage software and

its factored in the current
year budget

Not resolved Two years

a
J

Irregular
Procurement of
professional

service

The management noted

the issue and it was

addressed.

Resolved

4.

Failure to
carryout Internal

Audit

The management noted

the issue and it was

addressed immediately
Resolved

5

Lack of rnortgage

protection and

Fire policy

The management noted

the issue and is working
on the policy

Not Resolved One year

l
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