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TRANS NZOIA COUNTY EXECUTIVES CAR LOAN AND MORTGAGl] F-UND

SCHEME
Annual Rcpo rt and F'inancial Statemcnts for the year endcd .lune 30, 2024

l. Acronyms and Glossary of Terms
a) Acronyms

BOM

ICPAK

IPSAS

PFM

PSASB

Kshs

Board of Management

Institute of Certihed Public Accountants of Kenya

International Public Sector Accounting Standards

Public Finance Management

Public Sector Accounting Standards Board

Kenya Shillings
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TRANS NZOIA COUNTY EXECTITIVES CAR LOAN AND MOR'I'GAGE FUND
Annual Report and Financial Statements for the year ended June 30, 2024

l. Key Entity Information and Management
a) Background information
Trans Nzoia County Executives Car [,oan and Mortgage Fund is established by and derives its authority

and accountability tiom Trans Nzoia County Executive Car Loan & Mortgage Scheme Fund

Regulations,2023 and Section I l6 of'Public Finance Management Act,2012. The Fund is wholly
owned by the County Govemment of 'l'rans Nzoia and is domiciled in Kenya.

The fund's objective is to provide a loan scheme tbr purchase of Motor Vehicles or Land fbr
development, renovation or repair ol residential property by members ol the Scheme

Principal Activities ol the Fund is to provide loans and/ or mortgage to members at alfordable
interest to purchase personal cars and/or renovate and put up descent residents.

b) Fund Administration Committec

c) Key Managemcnt Tcam

d) Fiduciary Oversight Arrangements

(i) Internal Audit Department
The Intemal Audit Directorate reviews intemal control on revenue/Appropriate-in-aid and

accounting from to timc-to-time and advise on deviation fiom approved levels and reviews

budget controls, ensures Government assets, stores, supplies are appropriately recorded and

kept safbly.

(ii) Finance and Accounting
This directorate ensures that all Government assets and records kept safely, ensures timely and

accurate preparation cll reports, interprets and implements flnancial regulations and

procedures, Treasury circulars, letters. instructions, and ensuring expenditures are within the

voted allocations and preparation ol'update and accurate books ofaccounts.

l Chairperson I{on. Boniface Wanyonyi Cosmas

Hon. Samson Ojwang2 CRC I{ealth-Member

-)
CtiC. Gender, Sports.Youths & Women I Ion. Stanlcy Kirui

4 ('hicl' Otticcr Iiinancc- iVlcnrher CPA Emmanuel Walula Masungo

County Attorney- Member Charles Walioli5

Hon. Janerose Mutama6 CEC Lands, Physical Planning Housing

7 CPA Wanyonyi Kirato Wanjalah

I Fund Administrator- C.O. [rinancc CPA Emmanuel Wafula Masungo
('l'A ('arolinc ('hebct2 I 

jund Accountant

ll

I

R( Narne I Position

Secretarv- Member

Re[ I Narnc Position



TRANS NZOIA COUNTY EXECUTIVES CAR I,OAN AND MORTGAGE FUNI)
Annual Report and Financial Statements for the year ended June 30,, 202.1

(iii)ltudgct dcpartmcnt

The county prepares annual budget, which is approved by the county assembly, then the

budget is uploaded in the IFMIS for Implementation. The budget department prepares

quarterly reports that are submitted to the Controller of Budget fbr monitoring and

expenditures controls and taking appropriate corrective action required. The budget

department also revises the budget estimates through supplementary.

(iv)County Assembly Public Investment and Accounts committee
This committee has the mandate of interrogating all the financial reports and statements

fiom the Auditor General Otfice.

(v) Staff car Mortgage & car Loan Advisory Committee

e) Registered Otflces

P.O. Box 42ll-30200
Town tlall Buitding
County Head Quarter
Kitale, KENYA

l) Fund Contacts

Telephone: (254) 30301 12

E-mail : tnzoiacounty@gmail.com
Website: wwvr'.transnzoia.go.ke

g) Fund Bankers

Central Bank olKenya
Haile Selassie Avenue
P.O. Box 60000
City Square 00200
Nairobi. Kenya

Equity Bank
Account Number: 0330277 826034
P.O. Box 421l-30200
Kitale, Kenya.

SBM Bank
Account Number: 0402 405 993 001

P.O. Box 42ll-30200,
Kitale, Kenya.

-)
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TRANS NZOIA COIJNTY EXECUTIVES CAR I,OAN ANI) M0RTGAGE FUND
Annual Report and Financial Statenrents for the ycar ended June 30, 2024

Key Entity and Management ((-'ontinued)

h) lndependent Auditors

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

i) Principal Legal Adviser

The Attorney General
State Law OfUce
Harambee Avenue
P.O. Box 401l2
City Square 00200
Nairobi, Kenya

j) County Attomey

The County Legal Attorney

P.O. Box 421l-30200

Town Hall, County Head Quarter

Kitale-Kenya
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TRANS NZOIA COTINTY EXECTI-IIVES CAR LoAN ANI) MORT(;A(;E I.'TINI)
Annual Report and Financial Statements for the year ended .lune -j0, 2024

2. Fund Chairperson's lleport

The Trans Nzoia County Govemment developed and approved the 'l'rans Nzoia State and Public

Officers Car Loan & Mortgage Loan Fund in the year 201 8. The purpose of the fund is to promote

both social and economic welfare of the staff by ensuring that they are lacilitated to own residential

houses and have cars. 'fhe fund is guided by the regulation of 'fhe Public Finance Management

(Trans Nzoia County Executive) Car Loan and Mortgage Scheme Fund ol20l8.

ln the year under review, the County Govemment disbursed loans to more members. The fund

appointed SBM Bank as a fund administrator on the behalf of the county and an MOU on the same

was entered between the County Government and The SBM Bank.

Sustainability

The objective of identifying a bank as a Fund administrator was equally to explore ways of
enhanced sustainability by further resource mobilization, financing capabilities and investments to

attain on its mandate in a going concern.

Review of Performance

Income and Expenditures:

The County government was able to inject in an additional capital of KSH. 45,000,000 (Forty-five

million) only. In this period, the fund raised Kshs. 4,459,384 in form of interests.

The expenditure in fbrm ol F-und Administration Costs and General Iixpenses amounted to Kshs

23,830 and Kshs. 30,739 respectively

Appreciation:

I take the opportunity to express my gratitude and appreciation to the board committee for their

stewardship of the fund to greater heights since the establishment of the fund. Further to the

achievement attained, I look lurther lbr better engagements so as to achieve the aspirations of the

Iu the coming periods

If* Wanjala Pcpcla (l)r)
Chairncrson of thc Funtl



TRANS NZOIA COUNTY EXECT]TIVES CAR LOAN AND MORTGAGE FTINT)

SCHEMT]
Annual Report and Financial Statements for the year endcd .lunc 30, 2024

3. Fund Arl m in is trato r's lleport

I present the Trans Nzoia Executive County Car Loan/Mortgage Loan scheme fund for the

period FY 202312024. From inception of the fund, the lund capital has grown to Ksh.

178,379,626 after the addition of Kshs. 45,000,000 as transfer by the county from CRF to the

fund.

The fund was able to disburse a total of Kshs.30,730,000 to the members. This a record high

since the inceptions ofthe fund. The lund cash and cash equivalents at the closure ofthe FY

amounted to Kshs. 112,400,914 This is a good indication on a going concern.

Going forward, the future is promising on meeting the mandate of the fund. Appreciation goes

to the fund management team and other county staffs for their endless support of the fund.

ffi
CPAfjmmanuel W. Masungo
ICPAK Member: 19966
Fund Administrator

\,1



TRANS NZOIA COUNTY EXECUTIVES CAR LOAN ANI) MORTGAGE F'UNI)
Annual Report and Financial Statements for the year ended .Iunc 30, 2024

4. Statement of Performance against the County Fund's Predetermined Objectives

Introduction

Section 164 (2) (t) of the Public Finance Management Act,2012 requires that,at the end of each

hnancial year, the Accounting officer when preparing financial statements of each County

Government entity/Govemment entities in accordance with the standards and tbrmats prescribed

by the Public Sector Accounting Standards Board includes a statement of the county government

entity's performance against predetermined obj ect i ves.

The key development objectives of the Trans Nzoia County Executives Car Loan and Mortgage

Fund as per the strategic plan lor 2018-2022 are lo:

a) To provide loans to members at affordable interest to purchase personal cars

b) To provide mortgage to members to renovate and or put up descent residents

Progress on attainment of Stratcgic devclopment objectivcs

llelou' wc rovidc the ro rcss on attainin thc stated ob ectives:

Increased
number of
members of statf
owning cars

Number of
members o[ stafl
with cars

In FY
2022/2023, we
increased loan
access by
members of staff

Car Loan

To provide loans
to members at
affordable
interest to
purchase
personal cars

Increased loan
access by
membcrs ol
stall.

To provide
mortgage to
members to
renovate and or
put up descent
residents

Increased
members of staff
owning houses.

Improved living
conditions of
members.

Number of
members living
in their own
houses

Mortgagc

vlI

Progranr Indicator Perlbrmance



TRANS NZOIA COUNTY EXECUTIVES CAR LOAN ANI) MORTGA(;E FUNI)
Annual Report and Financial Statements for the year endcd Junc 30, 2024

5. Corporate Governance Statement

The Executive County Government of Trans Nzoia Car Loan & Mortgage Loan scheme is a

revolving fund established pursuant to the SRC circular SRC/ADM/CIR/I/13 VOL.ll (128) of

17'h December 2014 and the PFM acr2Ol2, section 167.

The mandate of the fund is providing loans tbrCarand Mortgage to the executive staff members

of the county. The fund aspires to be compliant with the regulatory and supervisory governance

requirements as per the existing legislations.

v l



TRANS NZOIA COUNTY EXECTITIVES CAR LOAN AND MORTGACE FUND
Annual Report and Financial Statements for the year ended June 30, 2024

6. Management Discussion and Analysis

The fund has seen tremendous groMh and the management have put in place measures to

safeguard against risks. The fund activities expose it to a variety of risks including credit and

liquidity risks. The fund's overall risk management programmes tbcus on the unpredictability of

changes in the business environment and seeks to minimize the potential adverse eftect 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 members with an established

credit history.

The management has ensured that we comply with statutory requirements relating to the functions

of the fund and seeks to make sure that statutory requirements relating to the functions of the fund

and seeks to ensure statutory deductions are remitted on time to avoid penalties and interests for

non-compl iance.

Reven ue

The Fund received a total of Kshs. 45,000,000 from County l]xecutive to beef up the revolving

fund; lnterest earned on exchange transactions in the year under review was Kshs. 4,459,384 while

Kshs. 23,830 and Kshs 30,739 was incurred on Fund administrative expenses and General

Expenses respectively.

Cash Florvs

ln the period under review, the funds disbursed to members of Staff were more compared to the

preceding financial year. This was so because of the uptake of mortgage by the new members ol

Staff.

Operational I)erformancc.

The Fund's core operating activity has been to o fI'er car loan and mortgage t-acilities to County

executives members and members of stalf at an altbrdable 3%o interest rate per annum.

tx



TRANS NZOIA COUNTY EXECUTIVES CAR I,OAN AND MORTGAGE FUND
Annual Report and Financial Statements for the year ended June 30,2024

7. Environmcntal and Sustainability Reporting

l. Sustainability stratery and profile
The -l'rans Nzoia county Executive Car Loan and Mortgage holds accountability and

independence as its core values and uses a participatory and collaborative approach in order

to openness and transparency. It has embraced the use of information technology and

communication technologies. This has enabled the F'und to promptly communicate with
various of its stakeholders.

2. Environmental performance
l'he lund endeavours to go paperless in terms ol comrnunication to extemal parties and

stakeholders.

3. Employee welfare
Employees of the fund are hired competitively on merit giving equal opportunities to

gender. tribe and ethnicity.

4. Market place practices-

The organisation should outline its efforts to:

a) Trans Nzoia County Assembly (members and staff) competitively source for its
services thus giving every supplier equal chance to participate in the tendering.

b) Payments of services rendered are made promptly as and when the services are

provided.

c) F'or every public engagement the fund has ensured publication of advertisement in

the nrainstream media with widest circulation.

d) Productstewardship-

5. Corporate Social Responsibility / Community Engagements

Although the tund hasn't participated in any of the community activities due to lack of

adequate resources, Trans Nzoia County Executive Car and Mortgage Fund Scheme hopes

to set aside a budgetary allocation in tuture once thc lund portfblio grows.

Internal (lontrol and Risk Management

I ntcrnal ('ontrol

'lhe fund committee is responsible for reviewing the effectiveness of the fund's system of intemal

control which is designed to provide reasonable but not absolute assurance regarding the safe guard

ol assets against unauthorised use.

\



TRANS NZOIA COUNTY EXECUTIVES CAR LOAN AND MORTGAGE FUNI)
Annual Rcport and Financial Statements for thc ycar ended June 30,2024

Internal Control Framework

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

effective internal control. There were no signiticant weaknesses identified during the financial

year 202312024.

Management Team

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

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

ensure that the committee have meetings as per the regulations and on need basis.

Auditors

The Office of the Auditor General (O.A.G) audits the Fund. The Auditor General is responsible

for the statutory audit of the Fund in accordance with Article 229 of the Constitution of Kenya and

the Public Audit Act 2015.

xl



TRANS NZOIA (]OT]NTY I.]XFI(]TJ-TIVES (]AR I,OAN AND MORTGAGT] FT]NI)
Annual llcport and Financial Statements for thc year ended June 30,2024

8. Statement of Management's Responsibilities

Section I 67 olthe Public Finance Management Act. 201 2 requires that, at the end of each financial

year, the Administrator of a County Public Fund established by. (fhe Public Finance Act, 2012

(lhe Trans Nzoia County Execulive Munagement Regulations, 2018) shall prepare financial

statements fbr the F'und in accordance with the standards and formats prescribed by the Public

Sector Accounting Standards Board.

The Administrator olthe County Public F'und is responsible for the preparation and presentation of
the Fund's tlnancial statements, which give a true and tair view of the state of aftairs of the Fund tbr

and as at the end of the financial year ended on June 30, 2023. This responsibility includes: (i)
maintaining adequate flnancial management arrangements and ensuring that these continue to be

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

with reasonable accuracy at any time the flnancial position olthe Fund; (iii) designing, implementing

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

statements, and ensuring that they are liee liom material misstatements, whether due to error or

fraud; (iv) safeguarding the assets of the l"und; (v) selecting and applying appropriate accounting

policies; and (vi) making accounting estimates that are reasonable in the circumstances.

'fhe Administrator ol the County Public F'und accepts responsibility tbr the Fund's tinancial

statements, which have been prepared using appropriate accounting policies supported by

reasonable and prudent judgements and estimates, in conformity with International Public Sector

Accounting Standards (IPSAS), and in the manner required by the PFM Act,2012. The

Administrator of the frund is of the opinion that the Fund's financial statements give a true and tair

view ofthe statc ofl"und's transactions during the financial year ended June 30, 2023, and ofthe
Fund's tinancial position as at that date. 'lhe Administrator turther confirm the completeness olthe
accounting records maintained fbr the lrund, which have been relied upon in the preparation olthe
Fund's flnancial statements as well as the adequacy olthe systems of intemal tinancial 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 concem and disclosed, as applicable, matters relating to the use

ofgoing concem basis olpreparation olthe llnancial statements.

Nothing has come to the attention of the Administrator to indicate that the Fund will not renrain a

going concem fbr at least the next twelve months lrom the date of this statement.

The Fund s' financial statements were approved by the Board on

its behalf by:

a7 2024 and signed on

xlt

.g
Name: CPA E,mmanuel W. Masungo
ICPAK Number: 19966

Administrator of the County Public Fund
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REPORT OF THE AUDITOR-GENERAL ON TRANS NZOIA COUNTY EXECUTIVE
CAR LOAN AND MORTGAGE SCHEME FUND FOR THE YEAR ENDED
30 JUNE, 2024

PREAMBLE

A Qualified Opinion is issued when the Auditor-General concludes that, except for
material misstatements noted, the financial statements are fairly presented in accordance
with the applicable financial reporting framework. The Report on Financial Statements
should be read together with the Report on Lawfulness and Effectiveness in the Use of
Public Resources, and the Report on Effectiveness of lnternal Controls, Risk
Management and Governance.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 ol the Constitution, the
Public Finance Management Act, 2012, and the Public Audit Act, 2015. The three parts
of the report when read together constitute the report of the Auditor-General.

Report of the Audilor-Ceneral on Trans Nzoia Counr.v' Executive Car Loan and Mortgage Scheme Fundfor the yeor
ended 30 June, 2021

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

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

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

C. Report on the Effectiveness of lnternal Controls, 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, risk
management environment and internal controls, developed and implemented by those
charged with governance for orderly, efficient and effective operations of the entity.



REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Trans Nzoia County Executive
Car Loan and Mortgage Scheme Fund set out on pages 1 to 24, which comprise of the
statement of financial position as at 30 June,2024, statement of financial performance,
statement of changes in net assets, statement of cashflows and statement of comparison
of budget and actual amounts for the year then ended and a summary of significant
accounting policies and other explanatory information in accordance with the provisions
of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.
I have obtained all the information and explanations which to the best of my knowledge
and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of Trans Nzoia County Executive Car Loan and Mortgage
Scheme Fund as at 30 June, 2024 and of its financial performance and its cash flows for
the yearthen ended, in accordance with lnternational Public SectorAccounting Standards
(Accrual Basis) and comply with the Trans Nzoia County Executive Car Loan and
Mortgage Scheme Fund Regulations, 2018 and the Public Finance Management Act,
2012.

Basis for Qualified Opinion

1. Unsupported Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.1 12,400,914 as disclosed in Note 6 to the financial statements. However, the bank
reconciliation statement for one of the bank accounts with a balance of Kshs.111,009,178
was not provided for audit.

ln the circumstances, the accuracy and completeness of cash and cash equivalent could
not be confirmed.

2. Unsupported Loan Disbursements

Review of documents revealed that the Fund disbursed a total of Kshs.30,730,000 to six
(6) members of the County Executive. However, the loan applications forms, securities of
the loans and the minutes of the approving committee were not provided for audit review.

ln the circumstances, the accuracy and the completeness of loan disbursements
amounting to Kshs.30,730,000 could not be confirmed.

3. Unsupported CurrentReceivables

The statement of financial position reflects current receivables balance of Kshs.667,263
as disclosed in Note 7A to the financial statements which was not supported with a

Report of the Auditor-General on Trans Nzoia County Exectttive Car Loan and Mortgage Scheme Fund for the year
ended 30 June, 2024
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schedule or a ledger. ln addition, the balance has been outstanding for more than one (1)
financial year and therefore should be reflected as long-term receivables.

ln the circumstances, the accuracy and completeness of the current receivables balance
of Kshs.667,263 could not be confirmed.

4. Unsupported Trade and Other Payables

Statement of financial position reflects trade and other payables - sundry payables
balance of Kshs.5,000,000 as disclosed in Note 10 to the financial statements. However,
the balance was not supported with schedules and invoices to confirm the details of the
payables.

ln the circumstances, the accuracy and completeness of the trade and other payables -
sundry payables balance of Kshs.5,000,000 could not be confirmed.

The audit was conducted in accordance with the lnternational Standards of Supreme
Audit lnstitutions (lSSAls). I am independent of the Trans Nzoia County Executive Car
Loan and Mortgage Scheme Fund Management in accordance with ISSAI 130 on the
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.

Emphasis of Mafter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects a final revenue
budget of Kshs.55,100,000 while actual revenue receipts were Kshs.49,522,946 resulting
in a shortfall of Kshs.S,577,054 or 10o/o of the budget. Similarly, the final expenditure
budget was Kshs.55,100,000 while the actual expenditure was Kshs.45,054,569 resulting
in under-expenditure of Kshs.10,045,431 or 18o/o of the budget.

The shortfall in revenue and under-expenditure may have negatively affected planned
programs of the Fund.

My opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in my professional judgement, are of most
significance in the audit of the financial statements. Except for the matters described in
the Basis for Qualified Opinion section, I have determined that there are no other key
audit matters to communicate in my report.

Other !nformation

The Management is responsible for the Other lnformation set out on page iii to xii
which comprise of Key Entity lnformation and Management Fund, Chairperson's Report,

Report of the Auditor-General on Trans Nzoia County Exectttive Car Loan and Mottgdge Scheme Fund for the year
ended 30 June, 2024
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Report of the Fund Administrator, Statement of Performance against County Fund's
Predetermined Objectives, Corporate Governance Statement, Report of The Trustees
and Statement of Management's Responsibilities. The Other lnformation does not include
the financial statements and my audit report thereon.

ln connection with my audit on the Fund's financial statements, my responsibility is to
read the Other lnformation and in doing so, consider whether the Other lnformation is
materially inconsistent with the financial statements or my knowledge obtained in the audit
or othenruise appears to be materially misstated. lf based on the work I have performed, I

conclude that there is a material misstatement of this Other lnformation, I am required to
report that fact. I have nothing to report in this regard.

My opinion on the financial statements does not cover the Other lnformation and
accordingly, I do not express an audit opinion or any form of assurance conclusion
thereon.

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 effect of the matters described in the Basis for Conclusion on
the Lavvfulness 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 lavufully and in an effective way.

Basis for Conclusion

1. Unsecured Loans

The statement of financial position for the Fund as at 30 June, 2024 shows receivables
from exchange transactions amount of Kshs.44,879,260. However, a review of the loan
records revealed that the loans were not secured in any form contrary to Regulation 16(1)
of the Trans Nzoia County Executive Car Loan and Scheme Fund Regulations, 2018
which requires that the County Government shall have a charge registered on the
property financed through a loan granted under these regulations and shall be entitled to
have its name entered in all documents of title for such property.

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

2. Defaulted Loan Repayments

Review of the records revealed that loan disbursements amounting to Kshs.10,652,082
related to former members of staff of the County Government which were not being
recovered for a period of more than one (1) year. This was contrary to Regulation 18 of
the Trans Nzoia County Executive Car Loan and Scheme Fund Regulations, 2018 which
requires that the committee may call in a loan, and in default sell the motor vehicle or

Report of the Auditor-General on Trans Nzoio County Execative Car Loan and Mortgage Scheme Fund for the year
ended 30 June, 2024
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charged property by public auction where the borrower is in breach of the terms under
the agreement or covenant contained in the charge of the mortgage instrument.

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

3. Lack of Approved Budget for the Fund

The statement of comparison of budget and actual amounts reflects a balanced budget
of Kshs.55,100,000 for both total income and expenditure. However, the amounts were
not supported by a detailed approved budget contrary to Section 149(2)(h) of the Public
Finance Management Act, 2012 which requires an Accounting Officer to prepare
estimates of income and expenditure of the entity in conformity with its strategic plan.

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

The audit was conducted in accordance with ISSAI 3000 and ISSAI 4000. The standards
require 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 comply 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 THE EFFECTIVENESS OF INTERNAL CONTROLS, RISK
MANAGEMENT AND GOVERNANCE

Conclusion

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

Basis for Conclusion

1. Effectiveness in lmplementation of Audit Recommendation

The Fund was established on 28 June, 2018 with the objective of providing members with
loan scheme for the purchase of motor vehicles and purchase, development, renovation
or repair of residential property. Further, statutory audits of the fund for lhe 201712018 to
202212023 financialyears were concluded and audit certificates issued. However, there
was no evidence by the Management of the Fund to confirm that the audit
recommendations were implemented.

ln the circumstances, the effectiveness in implementation of audit recommendations
could not be confirmed.

Report of the Auditor-General on Trans Nzoia County Executive Car Loan and Mortgage Scheme Fundfor the year
ended 30 June, 2024
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2. lnaction on lnternal Audit Reports by the Board

Review of records revealed that the Audit Work Plan provided was not approved by the
audit committee while the plan was not shared with the Accounting Officer. Further, it
was noted that the Audit Committee prepared a Charter but as at the time of audit in
September, 2024,lhe Charter had not been approved and signed by the Governor and
the Chairperson of the Audit Committee.
ln the circumstances, the effectiveness of the internal audit function 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 controls, risk Management and overall governance
were operating effectively in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of the Management and those Charged with Governance

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

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

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

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

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how Management monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective processes
and systems are in place to address key roles and responsibilities in relation to
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Report of the Auditor-General on Trans Nzoia County Executive Car Loon and Mortgage Scheme Fundfor the year
ended 30 June. 2024
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Aud itor-General's Responsibil ities for the Audit

My responsibility is to conduct an audit of the financial statements in accordance with
Article 229(4) of the Constitution, Sectron 35 of the Public Audit Act, 2015 and the
lnternational Standards for Supreme Audit lnstitutions (lSSAls). The standards require
that, in conducting the audit, I obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatements, whether due to fraud or error
and to issue an auditor's report that includes my opinion in accordance with Section 48
of the PublicAuditAct,20l5. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with lSSA|s will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial
statements.

ln conducting the audit, Article 229(6) of the Constitution also requires that I express a
conclusion on whether or not 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. ln addition, I

consider the Receiver of Revenue's control environment in order to give an assurance on
the effectiveness of internal controls, risk management and governance processes and
systems in accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015.

Further, I am required to submit the audit report in accordance with Article 229(7) of lhe
Constitution.

FCPA CBS

Nairobi

16 December,2024

Report of the Auditor-General on Trans Nzoia County Execttive Car Loan ond Mortgage Scheme Fund for the year
ended 30 June, 2024
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Detailed description of my responsibilities for the audit is located at the Office
of the Auditor-General's website at: https://www.oaqkenva.qo.ke/auditor-qenerals-
responsibilities-for-audiU. This description forms part of my auditor's report.

AUDITOR-GENERAL



TRANS NZOIA C]OUNTY EXECTITIVES CAR LOAN AND MORTGAGE FUND
SCHEME
Annual Report and Financial Statcments for thc year ended June 30,2024

Revcnue From Exchange Transactions
) 4.459,384 2, t 19.950Interest Income

-) 63.562Other Income

2,119,9504,522,946Total Incomc

1,522,946 2,1 19,950Total lLevenue

li x Jre nscs

.1 23.830Fund Administration expenses

) 30,739 419.2t3GeneraI Expense

5-1,569 .t 19,213Total Expenses

Other Gains/[.osscs

Gain/[,oss on Disposal of Assets

{,{68,-377 1,700,737Surplus/(Deficit) for the Period

Name:CPA Emmanuel W. Masungo

Administrator of the Fund

ICPAK Member Number; 19966

Name: CPA Caroline Chebet

Fund Accountant

ICPAK Member Number: 26048

10. Statement of Financial Performance for thc Year Endcd 30rl'.Iune 202,1

Yote
2$23D421 022t2021

Kshsi Kshs
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TRANS NZOIA COT]NTY EXECUTIVES CAR LOAN AND MORT(;AGE FUND
Annual Report and Financial Statements for the year ended .Iune 30, 2024

I l. Statcment of Financial Position as at 30 ,lunc 2024

The accounting policies and explanatory notes to these financial statements form rnt
of the financia
and signed by:

I statements. The entity financial statements were approved on &
gral part

2024

Name: CPA Emmanuel W. Masungo

Administrator of the Fund
ICPAK Member Number: 19966

Name: CPA Caroline Chebet

Fund Accountant
ICPAK Member Number: 26048

1

Assets

Current Assets

Cash and Cash Equivalents 6 I 12,400,914 7l,518,892

7 667,263 667,263Current Receivables

Total current asscts I13,068,177 72,206,156

Non-Current Asscts

Long Term Receivables tiom Exchange Transactions 44,879,260 58,936.679

Sundry Debtors-County Treasury borrowing 9 35,563,774 r2,900,000

Total Non- Currcnt Assets 80,{.13,03{ 71,836,679

Total Assets 193,5t l,2l I 144.'042,83,1

Liabilities

Current Liabilitics
Trade and Other Payables from Exchange Transactions l0 5,000,000

Total current liabilitics 5,000,000

Non-Current Liabilities

Trade and Other Payables from Exchange Transactions l0 5,000,000

Total Liabilities 5,(XX),(X)0 5,000,000

Net Assets I88,51l,2l I t -19,0t2,83{

Revolving Fund 178.379.626 133,379,626

Accumulated surplus 10,13 I,585 5,663,208

Total t,iabilities 188,51 I ,21 I 139,0.12,83{

\p6

Note
202212023

Kshs

2021/2022

Kshs
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TRANS NZ0IA COUNTY EXI.](]T]TIVES CAR LOAN AND MORT(;AGE FUND
SCHEME
Annual Report and Financial Statements for the ycar ended June -i0, 2024

12. Statement of Changes in Nct Assets for the year endcd 30th.Iune 2024

76,082,3 r 573,379,626 2,702,689Balance As Al I .luly 2021

t,259;782 1,259,782Surplus/(Deficit) For the Period

t0,000,000 10,000,000Funds Received During the Year

87,342,097Balance As At J0 June 2022 83,379,626 3,962,47 t

83,379,626 3,,962,171 87,312,097Balance As At I .luht 2022

t,700,737 1,700,7 37Surplus/(Deficit) F'or the Period

50.000,000Funds Received During the Year 50,000,000

1J9,0{2,ti35Balance As At J0.Iune 202J 1J3J79,626 5,663,2011

5,661,208 139,012,83,1Balance as at l't July 2023 1J3,379,626

4,468,377Surplus/(Deficit) lor the period 4.468.377

45.000.00Funds received during the year 45,000,000

r88,sll,2ltBalance as at 202{ 118,379,626 10,1J 1 ,585

-)

Descri ptior
i



TRANS NZOIA COUNTY EXECUTIVES CAR LOAN AND MORTGAGE FUND
Annual Report and Financial Statemcnts for the year ended June 30,2024

l-i. Statcmcnt of Cash Florvs for the Year Endcd -10 .lunc 2024

Cash flows from operating activities

Receipts

2 4,459,184 1,602,843Interest received

_)Receipts frorn other operating activities

4,522,916 r,602,843Total receipts

Pavments

.l 23,830Fund administration expenses

5 30.739 4t9,2t3General expenses

,l19,2 lJTotal Payments 5{,569

Adjustcd lir r:

71' 7,092,551Decrease In Accounts receivablc

t0 5,000,000Decrease/( I nc rease) In Accounts payables

13,,216,181Net cash flows from operating activities 1,468,37'7

Cash flows from invcsting activitics

lt\ 44,787,419Proceeds from loan principal repayments

7ti (30,730,000)Loan disbursernents paid out

Net cash flows used in investing activities 1,1,057,.119

Cash flows from financing activities

I 45.000,000 50,000,000Proceeds from revolving fund receipts

9 (22,663,77 4)Inter-Entity Lending (County Executive)

Additional borrowings

Repayment of borrowings

50,000,000Net cash flows used in financing activities 22,336,226

40.862.022 63,2'76,t81Net increase/(decrease) in cash & cash Equivalents

6 71,538,892 8,262,71|

6 I12,400,91.t 7l,538,892Cash and cash equivalents at 30 June 2024

NN-
Name: CPA llmmanuel W. Masungo

Administrator of the Fund
ICPAK Member Number: 19966

Name: CPA Caroline Chebet

Fund Accountant
ICPAK Member Number: 26048

4

Dcscription Notc
2023t2024

Kshs

2022t2023

Kshs

63,562

Cash and cash equivalents at I July 2023
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TRANS NZOIA COUNTY EXECUTIVES CAR LOAN AND MORTGAGE FUND SCHEME
Annual Report and Financial Statements for the year ended June 30,2024

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

C=(a+b) D
"=1c_d)

f:d/c* 100il I]

Revcn u e

50.000.000 45,000,000 5,000.000 90%50.000,000Transfers From County Govt

5.000.000 4.459,384 540,616 89%5.000,000Interest Income

36.438 36Yo100.000 63j62Other lncome 100.000

55,100,000 49,522,916 5,577,05,1 90'55,100,000Total Income

Expenses

50,000.000 45,000,000 5,000,000 90%50,000.000Loans to be disbursed

0.\Yo3,000.000 23,830 2,976,170Fund Administration Expenses 3.000.000

2,069,261 l.5Yo2,100,000 2,100,000 30,739General Expenses

55,100,000 .15,054,569 10,045,431 82'h55,100,000Total E,xpendituro

(4,468,317)4,468,377

Description
202 2022123

KshsKshs Kshs Kshs Kshs

Surplus For the Period



Trans Nzoia County Executives Car Loan and Mortgagc Fund
Annual Report and Financial Statements for the year endcd June 30,2024
l. General Information

Trans Nzoia County Executives Car Loan and Mortgage Fund entity is established by and derives

its authority and accountability from Public Finance Management Act. The entity is wholly

owned by the Trans Nzoia County Covemment and is domiciled in Kenya. The entity's

principal activity is to provide loans to members at affordable interests to purchase personal

cars and renovate/or put up descent residents.

2. Statement of compliance and basis of preparation

The Fund's financial statements have been prepared in accordance with and comply with

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

presented in Kenya shillings, which is the functional and reporting currency ofthe Fund. The

accounting policies have been consistently applied to all the years presented. The tlnancial

statements have been prepared on the basis of historical cost, unlcss stated otherwise. The cash

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

accrual basis.

3. Adoption of new and revised standards

(i) New and amended stundards and interpretalions in issue bul nol yel effective in the year
endcd 30 June 2021

Applicable: I't January 2024

The objective of IPSAS 4l is to establish principles for the financial reporting ol
financial assets and liabilities that will present relevant and useful information to users

of financial statements for their assessment of the amounts, timing and uncertainty of

an Entity's future cash flows.

IPSAS 4l provides users ol financial statements with more useful inflormation than

IPSAS 29, by:

. Applying a single classification and measurement model flor financial assets

that considers the characteristics of the asset's cash llows and the objective for

which the asset is held;

. Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing; and

6

IPSAS 4I:

F'inancial

lnstruments

Standartl



Trans Nzoia County Executives Car Loan and Mortgage Fund
Annual Report and Financial Statements for thc year ended June 30,2024

. Applying an improved hedge accounting model that broadens the hedging

arrangements in scope ol the guidance. The model develops a strong link

between an Entity's risk management strategies and the accounting treatment

lor instruments held as part of the risk management strategy.

Impac!:

There was no intpact of the anrcndment to the IPSAS 2l with respect to lhe currenl

financial reporl as the entity doesn't have Non-Cash generoting Assets and neilher il

have intpaired cash generaling assets.

IPSAS 42

Social

Beneflts

Applicable: l't January 2024

The objective olthis 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 ofsuch social benefits provided by the Entity;

(b) The key features of the operation olthose social benetlt schemes; and

(c) The impact of such social benefits provided on the Entity's financial performance,

financial position and cash flows.

Amendments

to Other

IPSAS

resulting from

IPSAS 4I.

Financial

Instruments

Other

improvements

to IPSAS

Applicable: l't January 2024

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

borrowing costs which were inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples on hedging and

credit risk which were inadvertently omitted when IPSAS 4l was issued.

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

guarantee contracts which werc inadvertently omined when IPSAS 4l was

issued.

Standard
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Trans Nzoia County Executives Car Loan and Mortgage Fund
Annual Report and Financial Statements for thc year ended June 30,2024

(ii) New and amended .standards and interprelations in issue but not yet ffictive in lhe year

ended 30 June 2021.

(iii)Early adoption ol standards

lt

Applicable l'' January 2025

The standard sets out the principles lor 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

inlormation gives a basis for users of financial statements to assess the effbct that

leases have on the financial position, flnancial pertbrmance and cash flows ol an

Entity.

The new standard requires entities to recognise. measure and present information on

right ol use assets and lease liabilities.

II'SAS 43

IPSAS 44: Non-

Current Assets

Held for Sale and

Discontinued

Operations

Applicable l" January 2025

The Standard requires,

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

lower o[carrying amount and lair value less costs to sell and the depreciation of such

assets to cease and:

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

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

presented separately in the statement of financial performance.

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

Standard ive date and imoac'

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

on initial adoption of accrual basis IPSAS which were inadvertently omitted when

IPSAS 4l was issued.

Starrdarc



Trans Nzoia County Exccutives Car Loan and Mortgage Fund
Annual Rcport and Financial Statements for thc ycar ended June 10, 2024

Significant Accounting Policics

a) Revenuc recognition

i. Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government entities are measured at lair

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

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

ii. Revenue from exchange transactions

Interest income

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

estimated future cash receipts through the expected lile 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.

Dividends

Dividends or similar distributions must be recognized when the shareholder's or the Entity's

right to receive payments is established.

Rental income

Rental income arising from operating leases on investment properties is accounted lor on a

straight-line basis over the lease terms and included in revenue.

b) Budget information

The original budget flor FY 202312024 was approved by the County Assembly on 30'h June

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 F'und recorded additional

appropriations ol Kshs.45, 000,000 on the FY 202212023 budget lollowing the governing

body's approval.

9
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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 ofexpenses in the statement offinancial performance,

whereas the budget is prepared on a cash basis. The amounts in the financial statements were

recast lrom 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 lor dilferences 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 o[

comparison of budget and actual amounts and the actuals as per the statement ol financial

perlormance has been presented under section/page 8 ol these flnancial statements.

c) Property, plant and equipment

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

impairment losses. Cost includes expenditure that is directly attributable to thc acquisition of

the items. When significant parts of property, plant and equipment are required to be replaced

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

depreciates thern accordingly. Likewise, when a major inspection is performed, its cost is

recognized in the carrying amount ol the plant and equipment as a replacement if the

recognition criteria are satisfied. All other repair and maintenance costs are recognized in

surplus or detlcit 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.

t0

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 ol the exchange.

Following initial recognition, intangible assets are carried at cost less any accumulated

amortization and accumulated impairment losses. Internally generated intangible assets,

excluding capitalized development costs, are not capitalized and expenditure is reflected in

surplus or deficit in the period in which the expenditure is incurred.
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The useful life of the intangible assets is assessed as either finite or indefinite.

e) Investment property

Investment properties are measured initially at cost, including transaction costs. The carrying

amount includes the replacement cost of components olan existing investment property at the

time that cost is incurred 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 lair value at the date of acquisition. Subsequenr b initial

recognition, investntent properties are measured using the cos! model and are deprecialed over

a year period or investnent property is measured at fair value with gains and lo.r.ses recognised

through surplu.s or defcit. Investment properties are derecognized either when thcy have been

disposed o[or when the investment property is permanently withdrawn from use and no luture

economic benefit or service potential is expected from its disposal. The difference between the

net disposal proceeds and the carrying amount ofthe asset is recognized in the surplus or deficit

in the period of de-recognition.

f) Financial instruments

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

financial liabilities, introduces new rules for hedge accounting and a new irnpairment model

for financial assets. 7"he enlity does not have any hedge relationships and lherefore the neu,

hedge accounting, rules have no impacl on the Counly's financial slalenents. A financial

instrument is any conlract that gives rise to a financial asset ofone 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 lair value through surplus or deficit, transaction costs that are directly

attributable to the acquisition or issue ofthe financial asset or financial liability.

Financial assets

Classilication of financial assets

The entity classifies its financial assets as subsequently measured at amo(ised cost, fair value

through net assets/ equity or f'air value through surplus and deficit on the basis of both the

entity's management model lor 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 tlows and the contractual terms olthe financial asset give rise on specified

tl
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Summary of Significant Accounting Policies (Continued)

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

outstanding. A financial asset is measured at flair value through net assets/ equity if it is held

within the management model 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 t'lows that are solely payments of principal and interest on the principal

amount outstanding. A flnancial asset shall be measured at lair value through surplus or deficit

unless it is measured at amortized 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 measu rement

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

assets into amortized cost or fair value categories lor flnancial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection ofcontractual cash flows where those cash flows

represent solely payrnents o[ principal and interest, and that are not designated at lair 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

F-inancial assets that are held for collection ol contractual cash flows and lor selling the

financial assets, where the assets' cash llows represent solely payments ol principal and

interest, are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, except lor 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 Iinance income using the effective

interest rate method.

l2
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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 lor impairment on a continuing basis. An

estimate is made ol doubtful receivables based on a review ol all outstanding amounts at the

year end.

I m pairment

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

with its financial assets carried at amortized cost and fair value through net assets/equity. The

entity recognizes a loss allowance for such losses at each reporting date. Critical estimates and

significant judgments made by management in determining the expected credit loss (ECL).

Financial liabilities

C lassification

The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss.

d) Inventories
lnventory 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 ofthe inventory

is its fair value at the date ol acquisition.

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

as lollows:

D Raw materials: purchase cost using the weighted average cost method

D Finished goods and work in progress: cost oldirect materials and labour and a proportion

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

borrowing costs

l-j

Summary of Significant Accounting Policies (Continued)

Fair value through surplus or deficit

Financial assets that do not meet the criteria lor amortized cost or iair value through net assets/

equity are measured at t-air 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 model.
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Signilicant Accounting Policies (Continued)

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

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

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

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

the estimated costs o[completion and the estimated costs necessary to make the sale, exchange,

or distribution. lnventories are recognized as an expense when deployed for utilization or

consumption in the ordinary course ofoperations of the Entity.

e) Provisions
Provisions are recognized when the Entity has a present obligation (legal or constructive) as a

result ola 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 o[ a provision to be

reimbursed, for example, under an insurance contract, the reimbursement is recognized as a

separate asset only when the reimbursement is virtually certain. The expense relating to any

provision is presented in thc statement o[ financial performance net of any reimbursement.

f) Social Benelits

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

meet the eligibility criteria. ii) mitigate the eflects of social risks and iii) Address the need ol

society as a whole. The entity recognises a social benefit as an expense lor the social benefit

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

is measured at the best estimate ol the cost (the social benefit payments) that the entity will

incur in fulfilling the present obligations represented by the liability.

g) Contingent liabilities

The Entity does not recognizc a contingent liability but discloses details olany contingencies

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

embodying economic bcne tlts or scrvice potential is remote)

h) Contingent assets

The Entity does not recognize a contingent asset, but discloses details ofa 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.
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Summary of Significant Accounting Policies (Continued)

Contingent assets are assessed continually to ensure that developments are appropriately

reflected in the financial statements. If it has become virtually certain that an inflow of

economic benefits or service potential will arise and the asset's value can be measured reliably,

the asset and the related revenue are recognized in the financial statements of the period in

which the change occurs.

i) Nature and purpose of reserves
The Entity creates and maintains reserves in terms olspecific requirements.

j) Changes in accounting policies and estimates

The Entity recognizes the effects ofchanges in accounting policy retrospectively. The eflects

of changes in accounting policy are applied prospectively if retrospective application is

impract ical.

k) Employee benefits - Retirement benefit plans

The Entity provides retirement benefits lor its employees and directors. Defined contribution

plans are post-employment benefit plans under which an entity pays fixed contributions into a

separate entity (a fund) and will have no legal or constructive obligation to pay further

contributions if the lund does not hold sufficient assets to pay all employee benefits relating to

employee service in the current and prior periods. The contributions to fund obligations for the

payment o[ retiremenl benefits are charged against income in the year in which they become

payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution plans.

The defined benefit funds are actuarially valued tri-annually on the projected unit credit method

basis. Deficits identified are recovered through lump sum payments or increased future

contributions on proportional basis to all participating employers. The contributions and lump

sum payments reduce the post-ernployment benefit obligation.

I) Foreign cu rrency transactions

Transactions in foreign currencics are initially accounted lor at the ruling rate ofexchange on

the date o[ the transaction. Trade creditors or debtors denominated in foreign currency are

reported at the statemcnt of financial position reporting date by applying the exchange rate on

that date. Exchange diltbrences arising from the settlement olcreditors, or lrom the reporting

oIcreditors at rates dilferent lrom those at which they were initially recorded during the period,

are recognized as income or expenses in the period in which they arise.

t5



Trans Nzoia County ll,xccutives Car Loan and Mortgage Fund
Annual Report and Financial Statcments for thc ycar ended.Iunc 311,2024

Summary of Signilicant Accounting Policies (Continued)

m) Borrowing costs

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

equipment. Such borrowing costs are capitalized over the period during which the asset is being

acquired or constructed and borrowings have been incurred. Capitalization ceases when

construction of the asset is complete. Further borrowing costs are charged to the statement ofl

financial performance.

n) Related parties

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

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

Members of key management are regarded as related parties and comprise the directors, the

CEO and senior managers.

o) 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 maturity ol three months or less, which are

readily convertible to known amounts ofcash and are subject to insignificant risk ofchanges

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

various commercial banks at the end of the financial year. For the purposes o[these financial

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

authorised public olficers and/or institutions which were not surrendered or accounted for at

the end o[the financial year.

p) Comparative figures

The comparative figures for the previous financial year have been maintained as per the audit

certificate.

l. Signiftcant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conlormity with IPSAS requires

management to make judgments, estimates and assumptions that aflect the reported amounts

ol revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the

end of the reporting period. However, uncertainty about these assumptions and estimates could

result in outcomes that require a material adjustment to the carrying amount of the asset or

liability affected in llture periods.
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Summary of Significant Accounting Policies (Continucd)

State all judgemcnts, estimatcs and assumptions made e.g.

a) Estimates and assumptions -
The key assumptions concerning the future and other key sources of estimation uncertainty at

the reporting date, that have a significant risk of causing a material adjustment to the carrying

amounts of assets and liabilities within the next financial year, are described below. The Entity

based its assumptions and estimates on parameters available when the consolidated financial

statements were prepared. llowever, existing circumstances and assumptions about future

developments may change due to market changes or circumstances arising beyond the control

of the E,ntity. Such changes are reflected in the assumptions when they occur. IPSAS 1.140.

b) Uselul lives and residual values

The useful lives and residual values ol assets are assessed using the tbllowing indicators to

inform potential future use and value lrom disposal:

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

) The nature o[the asset, its susceptibility and adaptability to changes in technology and

processes

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

D Availability of lunding to replace the asset

P Changes in the market in relation to the asset

c) Provisions

Provisions were raised and management determined an estimate based on the inlormation

available.

Provisions are measured at the management's best estimatc of the expenditure required to settle

the obligation at the reporting date and are discounted to present value where the e llect is

material.
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15. Notes to the Financial Statements

l. Transfcrs from County Governmcnt

2. Interest income

J. Other I ncomc

.1. Fund Administration Expenses

5. General Fl,xpenses

Transfers From County Govt. -Operations 45,000,000 s0.000.000

Total 45,000,,000 50,000,000

Interest Income from Mortgage Loans & Car Loans 4,459.384 2,I 19,950

Total lnterest lncome t,{59,381 2,I t 9,950

Interest eamed on deposits 63,562

Total lnterest lncome 6J,562

Loan Processing Costs: Roselyne and Dorothy 7.830

Pavroll deduction r6.000

Total 2J.8J0

Bank error correction 400.000

Bank charges 23.296 t9,213

Withholding Tax 7,444
'fotal J0,7,10 {l9.2lJ

l8
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6. Cash and cash equivalents

[)e tailcd anal sis ol the cash and cash uivalents are as follows

7. Rcceivables from exchange transactions

| ,39 t ,736 7.948.190Current Account: Equity Bank

I I r.009, r78 63,590,702Current Account: SBM Bank

I12,t00,914 7l ,518.,892Total Cash And Cash Equivalents

a) Current Account
'0330277826034 r.39 r.736 7.948,190Equity Bank
'0,10240-599 100I I I r,009,178 63,590,702SBM Bank

7 t ,s38,'892I t2,400,914Suh- f'otal

I t 2,,{00,914 7l ,'518,892(i rand Total

7A. Currcnt Receivables
r50. r56667,263Interest Receivable from current from previous year

2, r r9,950Total Gross Interests receivable during the year

5,126,647 2,,270,t06Interest receivable during for the year
4,4s9,384 ( 1.602,843)Less: Interest received during the year

667.263Total Current Receivablcs

7B. Non-Current Rcccivables
s8,936,679 68,929.230Current Portion of Long term loans from previous years

7.275.04t30,730,000Current portion of long-term loans issued in current year

76.21t1,271119,,666,679Principa! Accounts receivable issued during the ycar
(17.267.593)(44.787,4t9)

58,9J6,679{{,ti79,260

Less: Principal Loan rccoveries

Total Non- Current Rcceivatlles

59,,086,835{5,5{6.'523Total Receivables From Exchange Transactions

t9

21t23t202t 2022t2023

2023t2024 2022t21t23
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Additional disclosurc on interest receivablc

8. Cash gcneratetl from operations

9. Sundry Debtors

Current Receivahlcs
lnterest receivable from current portion of long-tenn loans of
previous years 667,263 1,s0.156

Total Gross Interest receivable during the year 4,459.3 84 2.1 t9.950

Interest receivable during the year 5,126,617 2,270,106
( r .602.84i )Less: lnterest received during the year (4,459,384)

Total Current loan repayments due 667,263 667,263

Non-Cu rrent receivahlcs

Account receivable lrom previous year b/f s8,936,679 68.929.230

30,7i0,000 7,275,041Current portion oflong-term loans issued in the current year

76,201.27 tTotal Principal Accounts receivable issued in lhe year 89,666,679

(44,787,4t9) (t7.267.593)Less: Principal Loan recoveries

5ti,,9J6,679Total Non-Current Receivables 11,879,260

Total receivable from exchange transactions 15.'546,52J 59,'086.'835

Surplus/ For the Year Befbre Tax 4,468.377

Adjusted For:
lnterest income during the year t,602,843
Working Capital adjustments

Increase in receivables (4,820.20 r)

Increase in payables

(r,468,377) (12,115,021)Net cash flow from operating activities

Dcscription 2023t2021

County Treasury borrowing 12,900,000 r0,000,000

Imprest account 22,663,774 t2.900,000

Total during the yca r 35,'563,77{ 22,900,000

Less relunds during the year ( r0.000.000)

Total J5,56t,77{ 12,,900,000

20

t022t2023

202312021 I 2022t2023

3.972.471
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10. Sundry l)a1'ables

Description 2023-21t21 2022-2023

Balance brought Forward 5,000.000

Add: County Treasury Borrowing 5.000.000

Total borrowing during the year 5,000,000 5.'000,,000

Less: Repayments/ refunds
'l-otaI 5,000,000 5,000,000
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16. 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

Accuracy of Transfers from County Government
-l'he 

statement olflnancial pertbrmance rel'lects nil transler from County which
Kshs.14,379,626 reflected in the statement ofcornparison ofbudget and actual
amounts. Further. the cash f'lorvs statement of net assets reflects proceeds

received during the financial year of Kshs. 50.000,000 while the statement of
comparison of budget and actual amounts reflects an amount of Kshs.
14,379,626. The variances have not been explained
In the circumstances, the accuracy of the transfers from County Covernment

could not be ascertained.

The management

has prepared the

response and

will engaged the

auditor with the

view of
resolving the

issue

2021

The management

has prepared the

response and

will engaged the

auditor with the

view of
resolv ing the

Not
Resolved

lssue

) 2024

22

Financial statement not supported by ledger balances

The financial statement reflect cash and cash equivalent balance, interest

income and general expense amounts of Kshs. 71,538,892 , Kshs.2,ll9,950
and Kshs. 419,213 respectively. The three accounts have been supported with

general ledger. The other amounts and balances reflected in the tlnancial

statements have not horvever been supported by ledger accounts and trial

balance.

In the circumstance, the accuracy and completeness ol the balances in the

financial statements could not be confirmed.

Not

Resolved

llcfercncc
No. on thc
crtcrnll Issuc / Obscn'ations from Auditor

ruudit

llcport

Statu s:

(Resolved

Not

Resolvad)

Timcfra iii ci
(Pul a date

*'hen )'i,u
a.\p11r1 ,nn

issne lo be

rcsoh'ctl)

IlIa n irgcmcn I

conrnrents
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Other Matter- Unresolved Prior Year Matters
Basis for Conclusion
l. Unsecured Loan Kshs. 59,603,942

The statement of financial position reflect current and Longterm receivables

exchange transactions balances of Kshs.667,263 and Kshs.58,936,679
respectively, and both totalling Kshs. 59,603,942. Review olthe loan records

revealed that the loans were not secured contrary to to Section l0(2) of the

Public Finance Management ( Trans Nzoia County (Executive) Car Loan and

Mortgage Scheme Fund) Regulations,20l8. The Regulations provides for that

the log book ofa motor vehicle subject to a loan from the Fund shall be kept in

the custody of the Fund Administrator until the loan is repaid in full. Further.

section l6( l) requires the County Covernment to have a charge registered on

the propeny llnanced through a loan granted under these regulations and shall

be entitled to have its name entered in all documents of title fbr such property.

In the circumstance , the funds of the scheme may not be lost through def'ault

by loanees as the Fund Management have no recourse to a registered security

to recover the amounts

2. lrregular Withdrawal of Funds
The statement ol financial position reflect sundry debtors balance Kshs.

12,900,000 being transf'er fiom the Fund's bank account to County Executive's

standing Imprest account. No reason was provided fbr using the Funds

The management

has prepared the

response and

will engaged the

auditor with the

view of
resolving the

issue

Not
Resolved

2024

The management

has prepared the

response and

will engaged the

Not
Resolved

2024

1)

Rcferencc
No. on the
erternal Issue / Observations from Autlitor

audit
Rcport

Statusi
(Resolved /

Not :

Resolt,ed)

'l'imcfra m e :

(Put t dale
x,hcn J.o,u

e\pecl lhc
issue lo be

revlved)

NIan:rgcmcnt

colllnlents
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auditq'. with the

vieWbf
resolving the

lssue

resources on other unauthorized and budgeted for activities contrary to

Regulation I l6(4) of the Public Finance Management (The Trans Nzoia

County (Executive) Car Loan and Mortgage Scheme Fund) Regulations,20 18.

The regulations states that the administrator of a county public fund shall

ensure that money held in the fund, including any earnings or accruals ref-erred

to in subsection (3) is spent only for the purpose tbr which the fund is

established

ln the circumstnces, management was in breach of the law.

The management

has prepared the

response and

will engaged the

auditor rvith the

view of
resolving the

iss ue

2024
Not

Resolved

3. Lack ofApproved Budget for the Fund

The statement ol comparison of budget and actual amounts reflects total

income and total expenditure budget amounts of Kshs. 52. I 19,950 and kshs.

8.619,950 respectively. The amounts were however, not supported by an

approved budget contrary to Section 149(2) ol Public Finance Management

Act,2012 that requires an accounting Officer to prepare estimates of income

and expenditure of the entity in conformity with its strategic plan.

ln this circumstance, management was in breach of the law.

21

CPA. Emrnanuel W. Masungo
Fund Administrator.
Trans Nzoia Countv Executives Car Loan and Mortgage Fund
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