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I. KI'}' ENI'II'Y INFORMATION AND MANAGNMI'JNT
i) lJackground information
I hr ll('ma llay (i)unt) Assembly ( ar and Mortgage loan schemc is a revolving fund establishcd

i)ursuarrt t(r the Satarics and Remuneration (lommission (SR( ) circular numhcr
\lt('Ts'\\'ll'l'lt of l4'h lrcbruary 2014. Section 167 ofihc Puhlic financc Managcrnenl (PlrM)

\( l l(lll nlandates lhe administrat)r ol'public i'unds wilh the Preparalion ol annual llnancial

l,,r proner manaqement ol' the f'und and as adviscd b) lhe SR( rn thc circular under lhc

rclcrcnce. llom. Bat'Count] Asscmbl) adopted lhc l'FiV regtrlations l0l{ lo Suidc in thc

,,Icriliollaliation of lhe lund.
lhc Sll( in ils circular relcrence SI{C/A I)M/CIR/ l/13 Vol.lll ( 128) date(l I7r" Deccnrhcr 20i+

tr,'\idcd Suidelinos li)r access ofcar l()an and mortsaBe hcnelits bJ'statc and pLrhlic olliccrs'
\r'rsing therclronr. lhc lloma Bay Countv Assembly nasscd a Car Loan arld Nlorlgtll'lc

i(cgLrlltions in 10 I.1.

ll!. tirnd is \\holl] owned b) the Counly Assembly olHoma Bay and is domiciled in Kcnya'

lrt l'rinciprl Activitics
l|.' principal activitylmissioni mandate of lhe tund is m pro\ide mortqage and c:lr loan\ t(\

\l( \:, and slal'f

vision
''A rnodcrn County Asscmbly that offcrs excellence in seryice delivery and Ieadcrship lbr

thc pcopl. \)f Homa Ba)" County '

!lisstun
l{) ensurc illal thlJ {sscnrbl! e\crciscs ils Iegislative. ovcrsighl nd repr'\cnt'rli(rn

lirnclions.flcctivel) within the tiamer'"ork oftho Kcnyan ('onstitution and working !!i1h

rll llx)so commilied lo building productive and prospcrous t lonra Ba) ( ()unt!

str$regic Objectivcs
. Io develop 8nd sustain the Homa Bay County asscmbl] inslitutional caPacill lo beltcr

Jr.(hrrgc rls (urrslitulionul tnanrlalt
. li) improve lhe legislative process at Homa Ra) Count) asscmbl)

. Ii) improve the capacity of lloma Bay County assembly and to providc cllectivc
ovcrsighl to county governmenl

r Io t'ully develop the representation and outreach tvork of thc members ol- count)

isscmhlv

Position
Chairpcrson
Vicc Chlirpelson

Position
Fund Adminislralor (Assenrbly ( lerl)
Fund Accountanl

['und A(lnrinistralion ('onlmittce
Itrl Narrrc

Ilon Philcnrtrn Okomho
I llon li vclr-n Oticno
.) K!) U.rnagcmool
Itt,f Name
i ( )dhiambo Danicl (audo

' .lireintur \iledc



llo\lA lll'l ( OtrN l Y I\SSEi\lBl.\' ( AR AND IIORI (;A(;ll f trlil)
Itrlxrrtt xnd [iinillcixl Stntcfl cnls
l or thc rcar cndctl,lu0r'J0.2019

d, l ul|(l ll:!n kcrs

['cnlral l]ank ol Kcn]a
lhilc Selassic Avenuc
P.O. llox 60(XX)
( il) Squrre 002(X)

Nairohi. Kenya

Hquit) llank
Equity ( entrc. Llpper llill
I'O Bo\ I2l..l - (X) 100

Nuilobi. Kcn\a

,l lnrlcllen(lcnl \udik)rs

\L'.lit0r ( icncral
l,.n\ ! Nrtional \trdit Otlicc
.\rrr ivcrslry li)!\crs. t;ni!ersity Wa)
rr( ) il,rr l00ll.l
. t( )P ()l) 100

\,rirrrhi. Kenva

l) l'rircipnl l,c,.anl l{lYiscr

lh('Al()rne)'Ceneral
sl.rte La\\ Ollice
ll rrnrbcc A!cnuc
l'( ) llo\ -r() l ll
( r1\ Sduufc ll0l0(l
\irrrobi- kenlr



ll()\1.\ lt,\\' ( ()tiN l'Y .\SSI.;MIILY ( ,^lt AND N'lOl{l (ir\Gl'l l'trNI)
Itr,x,rts rn(l Fin:rncixl StnlcorcDts
l'or lh(j lrrr en(lcd.luoe 30.2(ll9

It is nlv plcasure lo presenr. on bchalloflhe l:und Administration ( ommitlee. the CouDl)'
.\sselnhly Mortgage rnd ('ar loan tirnd tinancial statemenls tbr the lear ended l0'h June'l0lg
l h\r llnaDcial \latcmcnts presenl the financial perlbrmance ofthc llnd over the past ycar.

Surtxinrbilitl
lhc l'unrl rnd its stakeholders arc incrcasinSl, crnphasizingl on thc nocd rc cnsurc suslainabilil\
li)r holh its investmcnts and its rcsourcc mobilization and financinS capabililies lvith an obieclivc
ol cnsuring that the lund's going conccrn is sccured.

I llc lund hds conduclcd a basic assessment of available options lor teasible financing lools that

s(,uld x\surc lhe lund olits long term susBinabilit). 
-lhc 

ftrnd has reviewerl its currcnt *_sourcc

nrohiliration slralcSies and proposed l'easihle suslainahilit\ linancinS options.

l{e\ i(r ol prrlbnnallcc

lnconre
1 lrr lirnd carncd intercsl amounling to KShs. 6.101.000 lbr lhc period. Proiccts implcmentalion
.lt.in! thc ncriod \cre carried out as per thc plan with thc coordinalcd clltrns by all
itukeholdcrs 1he pcrlbrmance was also attributcd !() an oneninS cash balancc ol Kshs. 5.165.67l

:r. .tl lhc bcginning lhe ) car.

I.l\pcIdilurcs
l ir! tolal crpenditurcs during lhe period amountcd 1(] KShs. l lT l .0{)0
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I I( )\t.^ llA\ COIiNTYa It(,porrs and Ii ancixl S
l,oI th !-r ell [ lttdcd Juoe

.J, I,i ancial l,crformance

l) llerenuc

l.lcr cnrrc classificrtion

ll(\ cnuc

l tunsiars liom ( ountv Covt
Inlcrcsl inconrc

I incs, penalties and other levi

ASSEMI}I,Y C,,\I{ AN.D ]!I()RI,GA(;tj T.TINI)
tatentents
Jt).2019

Jn lhc venr cnded -torh Jlrnc l019. the tirnd hrd projecrcd inreresr income of KShs 6.101.000. Outr)1 lhc p()icclcd revenuc. lhe iitnd was al.pcrrorntance. rle t" r'calise'actucl intek'sl inct'rnL'. renrcscntinq 9li.79a
ln lhc tahlc bclow. we present an analysis ol.revenue pcrfbrmancc durjng thc year.

llet'enue
hudgct
((Shs,

Actual(KShs)

LSihs trShs

6.101.000

2(r.101.00(, 6, )1.000

( )ther incontc

li,txl inco e
23.1,'tt

i)rrringthe llnancial year20l8/20t9 rh. ful]d disbursed atotal ofKshs l.l50.000bcin!a\l(r1ga-ec balance ro a member. .t.hc 
roral tnon t"n.t.iori". iJ lrr; i..'il;-'"--

h) Loans

( ash florr s

cl ( (,nclusi(,n

llr rh., lYl0l8/l0lg,uchcdrte\\liqutditydisruptions. 
l.hiswasasarcsultol.latcrlishrrr$menl ,iom the nationcl treisulv I,.,,,,.r,,n.ur,n"inr.,J;;;;,;",'r",i:-ffiT:.;:;:,,;il.:;ii,:?I,::)"lTl;:r;i$i!illl,i

J\ l io' .runc:0re. he,ns an ,)(rc.rsc frorn Kshs s,26s.r,7i,ir;:,;iriljil,i;1,

l].-,lll1ll,,l *.r r.rood )<ar rn g(nerat. Cood progress was made and rhe momenrlrm has\..n.rcJred ro cnah,c II,rnrr Bar (.ounrr A.scrnhlr irr l,rcn,i,;;.r;;;;:;'.;,;rrt((ror\ Inh)n,,,sn(rril\. 'llte loan rcpr\mcnr Jurinu rh
i,,.r i,.n. ,,, i,,,p,,,"" o;l;;.';;iliJ:i*Luas near r00%. rcaiizod. we havc idenrifi;d saps
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REPORT OF THE AUDITOR-GENERAL ON HOMA BAY COUNTY ASSEMALY
CAR AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2OI9

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Homa Bay County Assembly
Car and Mortgage Fund set out on pages 6 to 22, which comprise the statement of
financial position as at 30 June, 2019, and the slatement of flnancial performance,
statement of changes in net assets, statement of cash flows, 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 acmrdance with the
provisions of Article 229 ofthe Constilution of Kenya and Section 35 ofthe Public Audit
Act, 2015.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, lhe financial statements present fairly, in all material
respecls, the financial position of as at 30 June,2019, and of its financial performance
and its cash flows for the year then ended, in accordance with lnternational Public
Sector Accounting Standards (Accrual Basis) and comply with the Public Finance
Management Act, 2012.

Basis for Qualitied Opinion

1. Long Term Portion of Borrowingg

The statement of financial position reflects Kshs.'190,326,458 on long-term portion of
borrowings as at 30 June,2019 which relates to borrowing by the beneficiaries
repayable through monthly instalments. However, the Management has not presented
separately, the expected repayment in the year under review as curent portion of
long-lerm borrowings, contrary to the lnternational Public Sector Accounting
Standards (IPSAS) 1 on presentation of financial statements. which requires the
debtors' portion due within the next one year be classified as current assets.

ln the circumstances, the accuracy and completeness of the long-term portion of
borrowings balance of Kshs.190,326,458 could be confirmed.

2. Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.87,902,229 as at 30 June,2019 held in two bank accounts. However, lhe
certificate of balancrs for one bank account was not provided for audit. Fuilher, the
cash books reflects a balance of Kshs.82,638,268 resulting to an unexplained variance
of Kshs.5,263,961.15.

Re?ort of the Audttd-Cene,ol on Hono Bq Coan|' Assenbl) (at and Mo sase Fund for the yat ended
30 Jtru 2019

t



ln the circumslances, the accuracy and completeness of the cash and cash
equivalents balanc€ of Kshs.87,902,229 muld not be confirmed.

3. Unaccounted for Cash Withdrawals.

Documents provided for audit revealed that the Management made cash withdrawals
amounting to Kshs.31,156,371 from a Fund bank account. However, the cash
withdrawals were not supported with relevant expenditure documenls contrary to
Regulation 83(1) of the Public Finance Management (County Governments)
Regulations, 2015 which requires lhe Management to ensure efficient and effective
banking and cash management practices.

Consequently, the regularity and validity of the cash withdrawals amounting to
Kshs.3l,156,371 could not be ascertained. ln addition, Managemenl breached the
law.

4. Unsupported lnterest lncome

The statement of financial performance reflects interest income of
Kshs.6,101,000. However, the amount was not supporled with relevant documents.

Consequently, the completeness and accuracy of Kshs.6,101,000 on the interest
income could not be confirmed.

5. Repayment of Borrowings

The statement of cash flows for the year ended 30 June, 2019 reflects
Kshs.94,381,161 in respect of repayment of borrowings. However, the amounl was
not supported with relevant documents.

Consequently, the completeness and accuracy of the repayment of borrowings
balance of Kshs.94,381,161 could not be conrirmed.

The audat was conducted in acrordanc€ with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Homa Bay County Assembly Car and
Mortgage Fund in accrrdanc€ 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 linancial slatements in Kenya.
I believe that the audit evidence I have obtained is suflicient and appropriate to provide
a basis for my qualilied opinion.

Key Audit tllatters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial stalements. 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 22916) ol the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that,

t.

Repoa of $e Auditor-Generul on Hono Eq CounO Asseabb Cor an! Mo4EaEe Fund lor tha yeat ended
30 June. 2019
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nothing else has come to my attention to cause me to believe that public resources
have not been applied lawfully and in an effective way.

Basis for Conclusion

1. Failure to Deduct Fringe Benefit Tax on Loans

Documents provided for audit revealed that the Fund Management did not deduct and
remit any Fringe Benefit Tax (FBT) lo the Kenya Revenue Authority (KRA) contrary to
Section 128(1) of the lncome Tax Act, Cap 470

ln the circumstances, the Management breached the law

2. Failure to Register Charge on Securities

Documents provided for audit revealed that 56 beneficiaries comprising '19 members
of staff and 37 Members of the County Assembly (MCA) were advanced loans
amounting to Kshs.1,350,000 during the year. However, the Fund had not jointly
registered the log- books or registered a charge on the properlies financed through
the loans contrary to Regulation 9(2) of the Public Finance Management Homa Bay
County Assembly (Car Loans Scheme Fund) Regulations, 2015 and Regulation 15(1)
of the Public Finance Management Homa Bay County Assembly (Mortgage Scheme
Fund) Regulations, 2015.

ln the circumstances, the N,lanagement breached the law

The audit was conducted in accordance with ISSAI 4000. The standard requires that
lcomply 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 I'ANAGEIVIENT
AND GOVERNANCE

Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The
standards require that I plan and perform the audit to obtain assurance about whether
effective processes and systems of internal control, risk management and 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.

Repo of the Audlor-Cenerol on Hona Bq Counry Assedbl, Cn and Mo gage Fund fo. the yat en.led
30June.2019

As required by Section 7(1Xa) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me
to believe that internal controls, risk management and overall governance were not
effective.
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Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis) and for maintaining effective internal control as Management
determines is necessary to enable the preparation of financial slatements that are free
from material misstatement. whether due to fraud or error and for its assessment of
the effectiveness of internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the
ability of the Fund's to sustain services, disclosing, as applicable, matters related to
sustainability of services and using the applicable basis of accounting unless
l\,lanagement 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 entity monitors compliance
with relevant legislative and regulatory requirements, ensuring that effective
processes and systems are in place to address key roles and responsibilities in
relation to governance and risk management, and ensuring the adequacy and
effectiveness of the control environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditois report that includes my opinion in accordance with the
provisions of Section 48 of the Public Audit Act, 2015 and submit the audit repod in
compliance with Article 229(7\ ot the Constitution. Reasonable assurance is a high
ievel 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.
lvlisstatements 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) ol lhe
Constitution.

Report of the Audnor-Ceneral on Hona Bay Countt Assenbly Cat and Mortgage Fund lor the yeat ended
30June.2019
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Responsibilities of Management and those Charged with Governance


