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l. Acronyms and Glossary of Tcrms

a) Acronyms
'I

IPSAS ' Int"*utional Public Sector Aci6'uiting Standards

PSASB Public Sector Accounting Standards Board

Kshs Kenya Shillings

b) Glossary of Terms

Fiduciary Management The key management personnel who had financial responsibility
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Annual Report and Financial Statements for the year ended Junc 30, 2023

2. Key Entity Information and Managcment

a) Background inforrnation

The Bungoma County Assembly Member Car Loan and Mortgage Scheme Fund is a revolving

fund established pursuant to the Salaries and Remuneration Commission (SRC) gazette Notice

No.9792 of 27th iuly 2022, Section 167 of the Pubiic Finance Managernent (PFM) Act 2012

mandates the administrator of public funds with the preparation of annual financial statements.

For proper management of the fund and as advised by the SRC in the circular under the reference,

Bungoma county adopted the PFM regulations 2014 to guide in the operationalization of the fund.

The fund is internally administered in the county assembly by the office of the clerk.

The fund is wholly owned by the county govemment of Bungoma and is domiciled in Kenya.

b) PrincipalActivities

The principal activity/mission/ mandate of the fund is to provide car loan and Mortgage to

Members of the County Assembly.

c) Fund Administration Committee

d) Key Management Team

llef Name

I Chairperson

2 Hon. Milliah Masungo Vice Chairperson

, Mr Charles W. Walula Fund Administrator

4 Mr Leonard Momos Mernber

Mr Ignatius Wangila Membcr

6 Mr Symon Walukana Member

Name Position

I Mr Charles W. Wafula Fund Administrator

2 Mr Symon Walukana Principal Finance Offi cer

3 F'und Accountant

lv

Position

Hon. Meshack Simiyu Wekesa
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Mr Elias 'faskin
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Key Entity and Management (Continucd)

e) Fiduciary Oversight Arrangcnrcnts

Audit Committee

The Audit Committee was established through the gazette notice No. 2690; Public Finance

Managetnent Act (No. l8 of 2012), Public Finance Management Regulations 2015 and gazette

Notice No 2690 on the Audit Cornmittee guidelines for County Covemrnents. The Audit
Comrnittee is established to provide assistance to the accounting officer with its responsibilities
outlined in its charter with the general feature of ensuring good corporate govemance.

S/No. Position in committee

I Dr. Destaings N. Nyongesa Chairnun Audit conunittee

2 Mr. Fred Wasikc Member Audit corunittee

., Men. rer Audit cornnittce

4 Mclnber Audit cormnittee

5 Mr. Altrcd Makoldr.r Secretary Audit conmittec

Public Accounts and Invcstmcnt Comnrittec

The Public Accounts Committee is a standing Comrnittee established under standing order No.
218 of the Bungoma County Assernbly standing order. The functior-rs of the committee include but
not limited to,

a) pursuant to Article 185 (3) ofthe Constitution, to exercise oversight over County Executive
Cornrnittee and any other County Executive Organ;

b) pursuant to Article 229 (7) and (8), of the Constitution, to examine the reports of the
.Auditor-General on the annual accounts of the Couuty Govemrnent;

c) to exarnine special reports, if any, of the Auditor-General on County Goverrunent Funds;
d) to examine the reports, if any, of thc Auditor Geneial on the County Public Investments;

and

e) to exercise oversight over County Public Accounts and Investrnents.

The mernbers of the committee are as sho..vn in the table below,

Nanrc

Mr. Murarnbi Nj ibwakale

Ms. Diana Khae rnba
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ChairporsonHon. Everton Nganga

Vice chairperson
I

2 Hon. Tirrnthy Chikati

Hon. Alfred Muklmnya

Member4 [1on. AnrJ:ony lrrs enaka

MemberFIon Everlyne Mutiembu
Member6 Hon. Benard Kikechi
MemberHon. Metrine Nangalarrn7

Hon Stephen Kaiser Membcr8

Hon John Wanyalna Member9

Memberi0 Hon. Molet Makhanu

Member1l FIon. Jenua Aleu

Budget and Appropriations Committee

The Budget and Appropriations Committee provides guidance in the budgetary process. The

Committee's mandate is to,

discuss and review the estimates and make recommendation to the County Assembly;

examine the County Fiscal Strategy Paper presented to the County Assembly;

examine the County Debt Management Strategy manageinent Paper presented to the

County Assembly;

examine Bills related to the National Budget, including Appropriations Bills; and

Evaluate tax estimates, economic and budgetary policies and programmes with direct

budget outlays.

The members of the committee are as shown in the table below,

a)

b)

c)

d)

e)

ChairpersonI Hon. Jackson Wambulwa
Vice chairperson2 Hon. Clrarles Nangulu

MemberJ Hon. Ali Machani

Member+ Hon: Anthony l,rsenaka

Member5 Hon. Grace Sturdukwa

Mernber6 Hon. Millia Masurgo
Hon.'Meshack Simiyrr Member7

8 IJ6n. Joan Kirong Member
Member9 Hon Polycarp Wandabusi

Memberl0 Hon. Sudi Busolo
Mernberll Ff on Caleb Wanjala

vl
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f) County Asscmbly of Ilungoma Ilcadquartcrs

County Assernbly of Bungoma

P.O. Box 1886 -50200

Fonner County Council Building
Moi Avenue

BUNGOMA, KENYA

g) County Asscmbly of Bungoma Contacts

h) Bungoma County Asscmbly llankcrs

Central Bank of Kenya
Haile Selassie Avenue
P.O. Box 60000

City Square 00200

NAIROBI, KENYA

Kenya Cornrnercial Bank of Kenya
P.O. Box 201- 50200

IIUNGOMA KENYA

i) InclcpendcntAuditor

Auditor Ceneral

Office of the Auditor Ceneral
Anuiversary Towers, University Way
P.O. Box 30084

GPO 00r00
NAIROBI, KENYA

The County Attomey
County Govemment of Bungorna

P.O. Box 437 - 50200

B{,]NGOMA, KENYA

I

2

vl!

Telephone: 020265 190 5 / 0208000663

E-rnail: info(a)bunqornaassernblv. go.ke

Website: http://www.buneomaassernblv. go.ke

j) Principal Lcgal Adviscr
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3. [und Adrninistration Committce

I

Hon Meshack Simiyu - Chairman

Hcn. Meshack Simiyu is currently the Majcrity Party Chief
phip. at the County Assembly. He is serving his second term

as MCA for Mukuyuni Ward. He has served on many

Committees at tl.re County Assembly as a Vice Chair and a

Member. He previously served as a Councillor under the

defunct local authority before rising tluough the ranks to be

elected Chairman of the then Bungoma County Council. He

has vast knowledge in Govemance. He is the Chairman of
the Fund.

2

Ilon Milliah Masungo- Vice Chair

Hon. Millia Masungo is the Minority Party Chief Whip at

the Bungoma County Assembly. She is serving her second

term as MCA for Misikhu Ward. She has previously served

as the Chairperson of the Education Committee at the

County Assembly. Prior to her election as MCA, she served

as a Councillor for Bungoma County Council under the

defunct local authority, and an Official on Webuye East

CDF Board. Hon. Masungo has vast knowledge in
Governance. She is the Vice Chair of the Fund.

J

Chnrles W. Wafula -Fund Administrator

Mr Charles Wafula is the Clerk of the County Assembly. He

doubles as the Secretary of the County Assembly Service

Board. He is both the Accounting and Authorised Officer.
Before rising to the position of Clerk, he has held various

positions at the County Assembly as Acting Head of
Accounts, and Deputy Head of Accounts. He previously

served in Various capacities at the defunct Bungoma

Municipal Council. He holds an undergraduate Degree in
Commerce- Accounting Option from KCA University and a

'Diploina in Accounts and iPa Part lI. Mr Wafula holds a

certificate in Strategic Leadership Program and Senior

Management Course from the Kenya School of
Govemment. He has vast knowledge in ,Accounting,

vut

N:rnrc Details of qualifications nnd experience

I
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Management and Govemance. He is the Fund

Adrninistrator.

I

4 I

Lconard Junra Momos - Mcnrbcr

Mr Mornos is the Deputy Clerk in chargc of Legislative

Services at the Bungotna County Assernbly. Prior to his

appointment, he served as a First Clerk Assistant and Acting

Principal Clerk Assistant at the.Bungoma County Assembly.

He holds a Master Degree in Business Administration

(Strategic Managernent) from Kibabii University. He holds

a certificate in Strategic lradership Prograrn and Senior

Managernent Course from the Kenya School of
Govermnent. tle is a metnber of Kenya Institute of
IManagernent (KIM). tie has vast krrowledgc in Legislative

work and Govemance. He is a mernbcr of the Committee.

5

Symon Walukana - Mcntber

Mr Walukana is the Principal Finance Officer at the

Bungoma County Assembly. He oversees operations in the

Finance, Accounts and Procurement sections. Prior to his

appointr-nent to the position, he has worked as a Fiscal

Analyst at the County Assernbly. He also held various

positions at the defunct Kimilili Municipal Council. Mr
Walukana has a Bachelor of Cotmnerce in Accountirlg from

Kibabii University. He is a Ceriified Public Accountant. He

holds a Senior Managernent Course from the Kenya School

of Government. He also holds a Diploma in Accountancy

(KNEC). He holCs a Senior lr4anagernent Course from the

Kenya School of Goverrunent. He is a Mernber of the

Institute of Certified Public Accountants of Kenya (ICPAK).

He has vast knowledge in Financial Managernent and

Accounts. He is a Member of the Comrnittee.

lx
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I

Ignatius Wangila- Member

Mr Wangila is the Principal Legal Counsel at the Bungoma

County Assembly. He is an Advocate of the High Court of
Kenya and commissioner for Oaths. He hotds a Bachelors of
Law Degree from Kampala Intematiorral University and a

post graduate Diploma from the Kenya School of Law. Prior

to his appointment, Mr Wangila worked in various capacities

at the Office of Director of Public Prosecutions. He has also

practised law privately at various Law firms within the

Country. He is a long serving member of the [,aw Society of
Kenya. Mr Wangila holds a Senior Management Course

Certificate from the Kenya School of Govemment. He has

vast knowledge in Law and Govemance. He is a Member of
the Committee.

x
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4. Managcmcnt Tcam

Elias 'I'askin- I.und Accountant

Mr Tasl:in is an Accountant in the Finance Departn-rent. He holds a Bachclor's Degree in Comrnerce-

Finance Option from Kenyatta University. He also has CPA Part II. He does the day to day

adrninistration and running of the affairs of the fund. He is appointed to the fund as the Fund

Accountant.

5. Fund Chairperson's ILcport

It is my pleasure to present the Bungorna Ccunty Assernbly Members Car Loan and Mortgage
scheme fund financial statements for the period ended 30th June 2023. The financial staternents

present the financial performance of the fund over the past year. During the year, the previous fund
administrator retired and the new clerk took over the administration of the firnd.

Sustainability

The fund and its stakeholders are incrcasingly emphasizing on the need tc ensure sustainability for
both its investments and its resource rnobilization and financing capabilities with an objective of
ensuring that the fund's going concern is secured.

l1

Mr Charles W. Wafula Mr Synon W. Walukana

Revl0w of performance

xl
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Inconr e

The income from interest income amounted to Kshs. 3,144,956

ExpenditurE

The total expenditures during the period amounted to Kshs.l, 144,640 meant to undertake fund

administration expenses with regard to hospitality related activities and bank charges.

Conclu sion

I take this opportunity to express my sincere gratitude and appreciation to the county government,

development partners, stakeholders, management, staff and fellow members for their continued

support which made us achieve these results:

I look forward to your continued support

Signed

Hon. Meshack Simiyu
Fund Administration Chairperson

\
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6. Ilcport of thc Fund Administrator

It is. rny pleasure to present tlie Bungoma'County Assembly Md;nbers' Car Loan and Mortgage
Scherne financial statelnents for the year ended 30tl' lune )023. The financial statenents present

the financial performance of the fund over the past year.

Irinancial Performance
a) Rcvenuc

In tlre year ended 30th June 2023, the fund was able to realise Kshs 3,144,956 in actual interest.

There was an increase in interest realised (frorn Kshs. 581,594 in the prior year as a result of most

beneficiaries clearing their loans).

Car Loan Versus Mortgage lnterest

Mortgage
lnterest

48v"

Car Loan

lnterest
52%

. Car Loan lnterest Mortgage lnterest

Figurc I: lntcrcst lnconrc

b) Loans

During the financial year 2022/2023, the total loans disbursed alnounted to Kshs. 297,560,000
comprising of Car loans of Kshs. 128,000,000 and Mortgage of Kshs.169,560,000.

During the financial year, the Fund managed to rgcover loans. frorn b.enefic,iaries as follows:-

13,793,82.4 t5 624 690

Tablc l: l,onn Rccovcrics

374,44C 13,rC2,6t 3 l5 n0,287

507,72t

1,637 ,234

323,144

Car Lcan

Tota!

Mc

3,144 956 693 5ti4

xul

i

Inlcrcst ftrsura-ncc I 'I'otal

26,896,437 30,734,,977
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Car Loan Principal Versus Mortgage
Principal

Mortgage
Principal

5lo/o

Car Loan
principal

49Yo

. Car Loan principal Mortgage Principal

Figrrrc 2: Principal Rccovcred

Car Loans Versus Mortgage
Disbursed

Mortgage Issues
5't%

Car Loan Issues
43Yo

. Car Loan lssues Mortgage Issues

Figure 3: Loflns issucd

c) Cash florvs

In the financial period, we did not have any liquidity disruptions. The cash and cash equivalents

was Kshs 5,142,995 as at 30th lune2023.

I take this opportunity to thank the Fund Committee for their support. I would also want to thank

all staff who worked hand in hand to ensure that Bungoma County Assembly Members' Car Loan

and Mo on

Signed:

afula - Irund Administrator

xlv



Bungoma County Asscmbly Menrbers' Car Loan and Mortgagc Furid
'Annual Ii.cp ort and l,'inancial Statements for thd ycar ended Junc 30,2023

7., Statement of Performance Against thc County Fund's Prcdctermincd Objcctives

Introduction

Section 164 (2) (f) of the Public Finance ManagementAct,2012 requires that, at the end of each

financial year, the Accounting officer when preparing financial statelnents of each County
Government entity in accordance with the standards and fonnats prescribed by the Public Sector
Accounting Standards Board includes a statement of the. county government entity's perfonnance
against predetennined objectives.

The key development objectives of Bungoma County Assembly Members' Car Loan and

Mortgage Fund include;

a) To provide a loan scheme for the purchase, development , renovation or repair of residential
houses to members of the scheme

b) To provide a loan scherne for the purchase of vehicles to mernbers of the scheme
c) To raise funds for the irnplementation of the loan scherne.

Progress on attainmcnt of Strategic dcvelopmcnt objectives

Below we provide the progress on attaining the stated objectivcs

Nurnber Car
Loans
successfully
applied

100% of
mernbers of
County
Assernbly taking
Car Loan
facilities

Provision
Mortgagc
facilitics
nrcmbers
County
Assembly

of

to all
of

To ensure all
Mernbers have
access to
Mortgage
facilities

Number
mortgages
successfully
applied

100% of
members of
County
Assernbly taking
Mortgage
facilities

During FY
202212023,
l00oh of
Membcrs of
County
Asscnrbly
acccsscd thc
facility and rverc
ablc build thcir
own houses

Provision of Car
Loan facilitics
to all mcmbcrs
of County
.dssembXy

To ensure all
Mernbers have
access to Car
Loan facilities

During IrY
2022t2023,
l00%o of
Mcnrbcrs of
County
Asse mbly
acccsscd the
facility and were
ablc to huy
their own cars.

XV

Progranr Obj cctive 0tr tconr e Indicetor I'crfornrarrcc
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8. Corporate Governance Statement

The Fund

Audit and Ilisk Committee

In ensuring that corporate governance and integrity is enhanced in between the govemance of the

fund, the Fund Administration Committee engages an audit and risk committee established by

County Assembly Service Board. The members of this committee during the year under review

were:

S/No. Narnc Position in committe c

I Dr Destaings N. Nyongesa Chairman Audit cornmittee

2 Member Audit committee

3 Mr Murarnbi Njibwakale Member Audit committee

Member Audit committee

5 Mr Alfred Makokha Secretary Audit committee

Tablc l: Audit Committcc Mcmbcrs

Statcment of Compliance

The Fund Administration Committee confirms that the fund has tlroughout the period complied with
all statutory and regulatory requirements and that the fund has been managed in abcordance with the

principles of good corporate govemance.

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

xvl

I

The Bungoma County Assembly Members Car Loan and Mortgage Scheme Fund is a revolving

fund established puisuant to the Salaries and Remur,eration Commission (SRC) gazette Notice

No.9792 of 27'h July 2022, Section 167 of the Public Finance Management (PFM) Act 2012. Its

mandate is to provide car loans and mortgage to Mernbers of County Assernbly. The fund is
committed to ensuring cornpliance with regulatory and supervisory corporate govemance

requirements. Essential to the establishment of a corporate govemance framework in the fund is a

formal governance structure with the Loans Management Committee at its apex. The operations

of the fund are govemed by the Members Car Loan and Mortgage regulations made on 7'h

November 2022. The structure is designed to ensure an informed decision making process based

on accurate reporting to the board.

Mr Fred Wasike

4 Ms Diana Khaemba
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Intcrnal Control and Risk Managcmcnt

Internal Control

The !'und Administration Committee is responsible for reviewing the effectiveness of the fund's

systern of intemal control which is designed to provide reasonable, but not absolute, assurancc

regarding the safeguarding ofassets against unauthori2ed use or disposition and the maintenance

of proper accounting records and the reliability of financial infonnation used within the business

or for publication. These controls are designed to manage rather than eliminate the risk of failure

to achieve business objectives due to circumstances which may reasonably be foreseen and can

only provide reasonable and not absolute assurance against material misstatement or loss.

Intcrnal Control liranrcrvork

The fund continues to review its intemal control framework to ensure it rnaintains a strong and

effective internal control environment. Business processes and controls arc reviewed on an on-

going basis. No significant failings or weaknesses were identified during the period.

Managemcnt Team

The management tearn headed by the Fund Administrator irnplernents the l,oans Managetnent

Committee decisions and policies tluough committee rneetings. The team rneets regularly to ensure

that the Committee's objectives are achieved effectively and efficiently. During the period, the

committee held 5 meetings.

The fund is audited by the Auditor-General

xvl i

Auditor
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9. Management Discussion and Analysis

The fund has continues to grow and the management has put measures in place to safeguard against

risks.

The fund's activities expose it to a variety of financial risks including credit and liquidity risks.

The Fund's overall risk management programme focuses on unpred ictability of changes in the

business environment and seeks to minimise the potential adverse effect cf 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 deductions are remitted on time to avoid incurring
penalties and interests for non-compliance.

Ilusiness Pe rformance

Revcnue

In the year ended 30th June 2023, the fund was able to realise Kshs 3,144,956 in actual interest

which is an increase from Kshs. 581,594 Realised in the previous financial year 202112022.

hrterest inconre tirr FYl02 I 20ll Versus F\':021 l0l3

.F\'10:l :().1.r F1 loil :0:l

Figurc l: Intcrcst lnconlc

Cash florvs

We have not had many liquidity disruptions for the period. The cash and cash equivalents was

Kshs.'5,142,995asat30th June2023 whichisanincreasefromtheprioryear'scashflowof
Kshs.2,579,172.

xvll
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Loans Disbursements

During tlre financial year 202212023, the Fund disburscd a total of Kshs . 297 ,560,000 analysed as

follows:-

('ar Loan Verstts \lortgage Itltereit

lloftgflge hterest
.t690

( ar Loalr hllaleSt
i.l0,o

. ( nr L(,;u [ulele\t \l.,It]il!e il:tele't

Figurc 2: Loan Disbursemcnts

Operational Performance

The fund's core operating activity has been the offbring car loans and mortgage to Members of the

Cournty Assembly.

xlx
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I0. Report of the Fund Committee

The Trustees submit their report together with the audited financial statements for the year ended

June 30, 2023 which show the state ofthe Fund affairs.

Principal activities

The principal activities of the Fund are;

a) Provide a loan scheme for the purchase ofvehicles and purchase, development, renovation

or repair of residential houses to members of the scherne

b) Raise funds for the implementation of the objectives conternplated in (a) above

Results

Tlre results of the {inancial performance of the Fund for the year ended June 30,2023 are set out

from page l.

Fund Committee

The members of the Fund Committee who served during the year are shown on page viii to ix.

Auditors

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 20 I 5.

By Order of the Committee

Ilon. Milliah Masungo

Member of the Committee
Date

xx
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I l. Statcment of Managcmcnt's Responsibilities

Section 167 of the Public Finance Managernent Act,2012 requires that, atthe end ofeach financial

year, the Adrninistrator of a County Public Fund shall prepare financial statelnents for the Fund in

accordance with the standards and fonnats prescribed by the Public Sector Accounting Standards

Board.

The Adrninistrator of the Bungorna County Assernbly Car l,oan and Mortgage Scheme Fund is

responsible for the preparation and presentation ofthe Fund's financial staternents, which give a true

and fair view of the state of affairs of the Fund for and as at the end of the financial year ended on

June 30, 2023. This responsibility includes: (i) maintaining adequate financial management

arrangelnents and ensuring that these continue to be effective tluoughout the reporting period; (ii)

maintaining proper accounting records, which disclose with reasonable accuracy at any tirne the

financial position of the Fund; (iii) designing, in.rplernenting and maintaining intemal controls

relevant to the preparation and fair presentation of the financial statements, and ensuring that they

are free from material rnisstatements, whether due to error or fraud; (iv) safeguarding the assets of
the Fund; (v) selecting and applying appropriate accounting policies; and (vi) making accounting

estimates that are reasonable in the circurnstances.

The Adrninistrator of the County Public Fund accepts responsibility for thc Fund's financial

statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in confonnity with Intemational Public Sector

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

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

view of the state of Fund's tmnsactions during the financial year ended June 30, 2023, and of the

Fund's financial position as at that date. l'he Adrninistrator lurther confinn the completeness of the

accounting records maintained for the Fund, which have becn relied upon in the preparation of thc

Fund's financial statements as well as the adequacy ofthe systenrs o[ internal financial control.

In preparing the financial staternents, the Adrninistrator of the County Public Fund has assessed the

Fund's ability to continue as a going concern and disclosed, as applicable, matters relating to the use

of going concern basis of preparation of the hnancial statements. Nothing has corne to the aftention

of Cre Adrninistrator to indicate tlut the Fund will not remain a going concem for at least the next

f.relve rnonths from the date ofthis statelneut. '':\

Approval of the financial statcmcnts

The Fund s' financial statements were approved by the taans Management Cornmittee on 26'h

Septemb9rr202 signed ehatfby

Charlcs W. F'uud Administrator

xxl
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13. Statement of Financial Performance for the Year Ended 30th June 2023

Note FY2022t2023

KShs

3,144,956

3,144,956

t,144,640

I,144,640

2,ooo,3l6

FY202U2022

KShs

581,594

581,594

5,468,972

5,468,972

(4,887,378)

Revenue from exchange transactions

Interest income

Total revenue

Expenses

Use of goods and Services

Total expenses

Surplus/( deficit) for the period

2

(The notes set out on pages l6 to l9 form an integral part of these Financial Statements)

Name: Charles W. Wafula Name: Elias Taskin

Administrator of the Fund Fund Accountant

ICPAK Member Number:

1
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REPUBLIC OF KENYA

OFFTCE OF THE AUDITOR.GENERAL

E n ha nc ing A c tttu n to b i I i ty

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box Joo84-oo1oo
NAIROBI

REPORT OF THE AUDITOR.GENERAL ON BUNGOMA COUNTY ASSEMBLY
MEMBERS'CAR LOAN AND MORTGAGE SCHEME FUND FOR THE YEAR ENDED
30 JUNE,2023

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable flnancial 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 government
achieves value for money and that such funds are applied for intended purpose.

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

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

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

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Bungoma County Assembly
Members' Car Loan and Mortgage Scheme Fund set out on pages 1 to 27, which

Report of the Auditor-Ceneral on Bungoma County Assembly Members' Car Loan and Mortgage Scheme Furul for
the year ended 30 June, 2023



comprise of the statement of financial position as at 30 June, 2023, statement of financial
performance, statement in changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained allthe 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 the Bungoma County Assembly Members' Car Loan
and Mortgage Scheme Fund as at 30 June, 2023, 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, and the Public Finance Management (Bungoma County Assembly Members'
Mortgage Scheme Fund) Regulations, 2018.

Basis for Qualified Opinion

1. Unsupported Prior Year Adjustment

The statement of financial position reflects a Kshs.Nil balance in respect of prior year
adjustment which, as disclosed in Note 7 to the financial statements, is as a result of the
balance brought fonarard of Kshs.45,625,458less two balances of Kshs.36,6000,000 and
Kshs.9,025,458 for the year under review in respect to reversal of entry of tax on car grant
paid by County Assembly Service Board and variations in interest on loans from the first
Assembly respectively. However, no documentary evidence was provided to support the
amounts.

ln the circumstances, the accuracy and completeness of the Kshs.Nil on prior year
adjustment could not be confirmed.

2. Doubtful Long-Term Receivables

The statement of financial position reflects a balance of Kshs.292,379,746 in respect of
long-term receivables from exchange transactions which, as disclosed in Note 48 to the
financial statements, includes balance brought forward of Kshs.21,457,620 relating to
loans advanced to members of the first and second County Assemblies who were not
subsequently re-elected. No explanation was provided on why the former members were
advanced loans that were not confined to the lives of their respective office tenure of five
years.

ln the circumstances, the accuracy and recoverability of the long outstanding loans of
Kshs.21 ,457,620 issued to the former Members of County Assembly is doubtful.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Bungoma County Assembly Members' Car

Report of the Auditor-General on Bungoma County Assembly Members'Car Loan and Mortgage Scheme Fund for
lhe year ended 30 June, 202 3
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Loan and Mortgage Scheme Fund Management in accordance with ISSAI 30 on Code of
Ethics. I have fulfilled other ethical responsibilities in accordance with the ISSAI and in
accordance with other ethical requirements applicable to performing audits of financial
statements in Kenya. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my qualified opinion.

Emphasis of Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects final receipts budget
and actual amounts on comparable basis of Kshs.5,000,000 and Kshs.3,144,956
respectively, resulting to under-funding of Kshs.1,855,044, or 37%of the budget. Similarly,
the Fund expended Kshs.1,144,640 against an approved budget of Kshs.4,000,000,
resulting to under-performance of Kshs.2,855,360, or71o/o of the budget.

The under-funding and under-performance affected the planned activities and may have
impacted negatively on service delivery to the public.

My opinion is not modified in respect of this matter

Key Audit Matters

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

Unresolved Prior Year Matters

ln the audit of the previous financial year, two issues were raised under Report on the
Financial Statements. However, Management had not resolved the issues as at
30 June, 2023 or given explanation on the failure to resolve them as required by the Public
Sector Accounting Standards Board templates.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

Report of the Auditor-General on Bungoma County Assembly Members' Car Loan and Mortgage Scheme Fund for
the year ended 30 June, 2023
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Other Matter

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matter described in the Basis for Conclusion on LaMulness and
Effectiveness in Use of Public Resources section of my report, I confirm that, nothing else
has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.



Basis for Conclusion

Failure to Provide Jointly Registered Ownership Documents

Conclusion

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 effective.

Basis for Conclusion

The audit was conducted in accordance with lnternational Standards for Supreme Audit
lnstitutions (lSSAls) 2315 and ISSAI 2330. The Standards requires that lplan 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.

Responsibilities of Management and Fund Administration Committee

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

Report of the Auditor-Ceneral on Bungoma County Assembly, Members' Car Loan and Mortgage Scheme Fund for
the year ended 30 June, 2023
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The statement of financial position reflects a balance of Kshs.292,379,747 in respect of
long term receivables from exchange transactions on loan repayments due. As disclosed
in Note 48 to the financial statements, the balance includes Kshs.128,000,000 and
Kshs.169,560,000, totalling Kshs.297,560,000, relating to car loan and mortgage
disbursements respectively during the year under review. However, Management did not
provide log books and title deeds jointly registered under the Fund and the loanees as
required by Regulation 8(2) of the Public Finance Management (Bungoma County
Assembly Members' Car Loan Scheme Fund) Regulations, 2022, which provides that,
jointly registered ownership documents of property financed by the Fund should be kept
in the custody of the officer administering the Fund.

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

The audit was conducted in accordance with the lnternational Standards for Supreme
Audit lnstitutions (lSSA|) 4000. The Standard requires that I comply with the 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 EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE



Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatements, whether due to fraud or error and for its assessment of the effectiveness
of internal controls, risk management and overall governance.

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

The Fund Administration Committee is 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.

Auditor-General's Responsi bil ities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015, and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in

an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Report of the Auditor-Ceneral on Bungoma County Assembly Members' Car Loan and Mortgage Scheme Fund for
the year ended 30 June, 2023
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Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in orCer to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public AuditAct, 2015, and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal controls that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Fund's policies and procedures may deteriorate.

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

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

a

a

a

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

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

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

Report of the Auditor-General on Bungoma County Assembly Members' Car Loan and Mortgage Scheme Fund for
the year ended 30 June, 2023
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a Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express ari opinion on the financial statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and
other matters that may reasonably be thought to bear on my independence and, where
applicable, related safeguards.

FCPA BS

Nairobi

13 February,2024

Report of the Auditor-General on Bungoma County Assembly Members'Car Loon and Mortgage Scheme Fund for
the year ended 30 June, 2023
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14. Statement of Financial Position as at 30 June 2023

Assets

Current assets

Cash and cash equivalents

Current portion of long term rcceivables from exchange transactions

Non-current assets

Long term receivables from exchange transactions

Other Long term Receivables

Total $ssets

Liabilities

Current Liabilities

Trade and Other Payables from Exchange Transactions

Total Liabilities

Net rssets

Revolving Fund

Prior year adjustment

Accurnulated surplus

Total net nssets rnd liabilities

Notc FY2022/2023

KShs

FY202il2022

KShs

3 5,t42,995

68,8t4,526

2,579,172

100,005,3214A

49

4C

292,379,746

t9,949,987

386,287,254

21,457,620

20,643,s7 |

144,685,685

5 75.001 .254

75,001,254

3l1,286,000

3t4,606,g24

3.320.924 -

311,286,000

144,685,685

l9 t ,000,000

45,62s,4s8

688.857

144,685,68s

7

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

of the financial statements. The Fund financial statements were approved on 26th Septernber 2023

and signed by:

: Charlcs W. Wafula Nanrc: I,llias 'l asliin

Fund Accountant

ICPAK IVIembcr Numbcr:

2



Bungoma County Assembly Mcmbcrs' Car Loan and Mortgage Fund
Annual Rcport and Financial Statements for thc year cndcd June 30, 2023

15, Statcment of Changcs in Net Asscts for the Year Iindcd 30'r'June 2023

BRlance as at I July 2021

Less:- Principal Car Loan Amount Ilefunded as Car Grant

SuryluV(deficit) for the period

Balance as at 30 Junc 2022

Ilcvolving
Iiund

l(Shs

193,s00,000

(2,500,000)

l9l,000,000

Accunrulatcd
srrrplrrs

KShs

4,198,521

(4,887.378)

(688,8s7)

(688,857)

(4,612,382)

2,000,3 r 6

(3,320,924)

'li)tnl

lr.Shs

197,698,52 r

(2,500,000)

(4,887,37li)

190,3 t 1,143

190.311,143

t 28,000,000

(9,02s,4s8)

2,000,3 r 6

3 l 1,286,000

Balance as at I July 2022

liunds rceeived during thc year'

Adjustnrcnt {iom first Asscnrbly

Surplus/(deficit) for thc pu'rod

Balance as at 30 June 2023

c: Charles W. Wafula

Administrator of the l,'und

191,000,000

r 28.000.000

(4,3e3.07 6)

314,606,924

Namc: lilias 'I'askin

lirr n d Accountanl

ICPAK Mcnrbcr Numbcr:
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Bungoma County Assembly Members' Car Loan and Mortgage Fund
Annual Repo rt and Financial Statcments for the year ended June 30,2023

16. Statcment of Cash Florvs for thc Year Ended 30 June 2023

Note

Cash llows from operating activitics
Receipts

Interest rcceived

'l'otal Receipts

Pryments

Cenera I expenses

Total Payments

Cash flows fronr opcrating uctivities

2

FY2022/2023

KShs

3,144,956

3,144,956

1,t44,640

1,r44,640
2,000,3I6

'7 5,00t,254
(3 17,380)

45,000,000

23,r08,r75

693,584

143,485,633

145,485,949

26,896,437

128,000,000

(297,81 8,563)
(r42,922,126)

2,563,823

2,5',79,t72

FY202il2022
KShs

58 I,594

581,594

5,468,972

5,468,972
(4,887,378)

(59,736,8s8)

2t,068,337

42,650
(38,62s,87r)

(43,513,249)

4 r,368,858

(2,500,000)

( l,100,000)
37,768,858
(5,744,391)

8,323.563

Net Cssh flows from Operating Activities
Cash flows from investing sctivities
Proceeds fiom loan principal repayments

Proceeds from revolving fund receipts

Car Grant

Loan disbursements paid out

Net cash llows used in inYcsting rctivities
Net i nc reas c/(dec rcas c) in cash rnd cas h equivalents
Cash and cash eqLrivalents at I JULY

5

4A
44.

4A,

4C

4B

4B

Cash rrnd cush cquivrlents rt l0 JUN!l 5,142,995 2,579,172

(l,SASL has prcscribc{ thc dir,)ct mclhod ol cash flow prcpardtion/ prcscnlalion lbr all cntiries under the TPSAS accrual basis ofaccounting.)

4

Adjustments;
Creditors Borrowings

Debtors Borrowings

Debtors Repayments (Refund by CASB)

Debtors Repayments (Refund by Employee Car Loan & Mortgge)
hrsurance Repayments

3
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Ilungoma County Assembly Members' Car Loan and Mortgagc Fund
Annual Rcport and Financial Statcments f<ir the year cndcd Junc 30, 2023

17. Statement of Comparison of Budgct and Actual amounts for thc Period

Budgct notes

The target was not met on Interest earned as a result of less loan disbursed than budgeted.for.

utilislti0n
Actual on

conrpnrsblc brsis

Pc rformancc
diffc rc ncc

Origirnl
bu(lgct

Adj ustnrcrts Firill bu(Ec t

202i202.1 20232023 2021 2023

KShsllcvcnuc KShs KShs KShs KShs

6-.1",i,3. t44.956 r,855.044Interest incorne 5.000.000 5,000,000

1,8ss,04{ 63 9/oTotal illcomc 5,000,000 s,000,000 3,11,1,956

E xpc lscs

l. 144.(r40 2,855,360 29l,/,,General expenses 4,000.000 4.000,000

29"hTotal cxpcnditurc .1,000,000 4,000,000 I,t{{,6{0 2,855,.160

r,000,000 2,000.316 ( I,000,-1t 6)Surplus for thc pcriod |,000,000

II

5



Bungoma County Assembly Membcrs Car Loan and Mortgage Fund
Annual Report and Financial Statements for the year ended June 30, 2023

18. Notcs to thc Financial Statemcnts

The Bungoma County Assembly Car Loan and Mortgage Scheme Fund is a revolving fund

established pursuant to the Salaries and Remuneration Commission (SRC) gazette Notice

No.9792 of 27th July 2022, Section 167 of the Public Finance Management (PFM) Act 2012

mandates the administrator of public funds with the preparation of annual financial statements.

The fund is wholly owned by the county government of Bungoma and is domiciled in Kenya,

the fund's objective is to;

a) Provide a loan scheme for the purchase of vehicles and purchase, development,

renovation or repair of residential houses to members of the scheme

Raise funds for the implementation of the objectives contemplated in (a) above.b)

2. Statement of compliance and basis of prcparation

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

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

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

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

The financial statements have been prepared on the basis of historical cost, unless stated

otherwise. The cash flow statement is prepared using the direct method. The financial

statements are prepared on accrual basis.

3. Adoption of new and rcviscd standards

(i) Relcvant new standards and amendments to published standards cffective for thc year

ended 30 June2022

IPSASB deferred the application date of standards from I't January 2022 owing to Covid 19.

This was done to provide entities with time to effectively apply the standards. The deferral was

set for lst January2023..

6

l. Gcneral Information

For proper management of the fund and as advised by the SRC in the circular under the

reference, Bungoma county adopted the PFM regulations 2014 to guide in the

operationalization of the fund. The fund is internally administered in the county assembly by

the office of the clerk.



' ,Brrrz,]ma.County Assembly Members Car Loan and Mortgage Fund
. .A.nnuai iReport and F inancial Statements for the yean ended June 30, 2023

(ii) New and amended standards and interpretations in issue but not yet effective in the year ended 30 June 2022

Standard Effective date and impact

IPSAS 4l: Financial kstrurrents

Applicable: I'r January 2023:

The objective of IPSAS 41 is to establish principles for the financial reporting offinancial assets and
liabilities that will present relevant and wefi:l information to users of financial statenrents for their
assessrnent ofthe amounts, timing and urcertainty of the Fund's future cash flows.
IPSAS 41 provides tsers of financial statements with rrpre useful infornntion than IPSAS 29, by
' Applyng a single classification and nrcasurement rmdel for fin;ancial assets that considers the

characteristics ofthe asset's cash flows and the objective for which the asset is held;

' Applying a single forward-looking expected credit loss rrndel that is applicable to all financial
instrurrrcnts subject to inpairnrnt testing; and

' Applyng an inproved hedge accounting rmdel that broadens ttre hedging arrangenents in scope of
the guidance. The nrodel develops a sfong link between an Fund's risk nnnagerrent strategies and the

qccormting treatnEnt for instrurents held as part olthe risk nranagement stratery.

IPSAS 42: Social Benefits

Applicable: 1't January 2023

The objective of this Standard is to inprove the relevance, faidrful representativeness and

conparability of dre infornntion that a reporting Fund provides in its financial staternents about social
benefis. The infornation provided shor.rld help users offte financial statenents and general-prrpose

fi nancial reports assess:

(a) The nanre ofsuch social benefits provided by dte Fund;

(b) The key feanres of the operation ofthose social benefit scherrrcs; and

(c) The inpact of such social benefits provided on the Fund's financial perforrnance, financial
position and cash flows.

7
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IPSAS 42: Social Benefits

Applicable: l't January 2023

The obj ective of this Standard is to inprove the relevance, faithfi.rl representativeness and
conparability of tlre infornntion that a reporting Frrd provides in is financial staterrEnts about social
benefis. The infornstion provided should help rsers of tlre finarrcial statenEnts and general-purpose
fi nancial reports assess:

(a) The nanre ofsuch social benefits provided by the Ftnrd;
(b) The key feannes of the operation ofthose social benefit schenrs; and

(c) The inpact of such social benefits provided on the Fund's financial perforrmnce, financial
ition and cash flows

Anpndnrens to Other IPSAS resulting from IPSAS
41, Financial Instrunpnts

Applicable: lst January 2023:

a) Anrcndrrcnts to IPSAS 5, to update the guidarrce related to the conponents of borrowing costs
which were inadvertently omitted when IPSAS 4l was issued.

b) Anrndnents to IPSAS 30, regarding illustrative exanples on hedging and credit risk which were
inadvertently omitted when IPSAS 41 was issued.

c) Anrendnents to IPSAS 30, to update the guidance for accounting for financial guarantee conracts
which were inadvertently omitted when IPSAS 41 was issued.

Anrendrnents to IPSAS 33, to update the guidance on classifuing finarrcial insfunEnts on initial
on of accrual basis IPSAS which were irndvertentla

Other inprovenrenls to IPSAS

Appticable 1'1 January 202j
c IPSAS 22 Disclosure of Financial Information about the General Government Sector.
Arrcndrnents to refer to the latest System of Natiornl Accounts (SNA 2008).
o IPSAS 39: Employss fisnpfi1s

Now deletes the term conposite social security benefis as it is no longer defined in IPSAS.
o IPSAS 29: Financial instrunrcnts: Recognition and Measurement.
Standard no longer included in the 2021 IPSAS handbook as it is now superseded by IPSAS 41 which

1S a licable Aom l" Ja 2023

8

omitted when IPSAS 4l was issued.
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Applicable I" January 2025

The standard sets out the principles for the recogrition, nEasurerrrcnt, presentatioq and disclosrre of
leases. Ttre objective is to ersure that lessees and lessors provide relevant infornrziiion in a nranner that
faithf:lly represents drose transactions. This infornntion gives a basis for tsers of financial statenEnts
to assess dre effect that leases have on the financial positioq financial perfornnnce and cash flows of
an Fund.

T-rre new standard requires entities to recogrise, rrEasure and present information on right ofuse assets
and lease liabilities.

IPSAS 44: Non- Current Assets Held for Sale and

Discontinued Operations

Applicable l" January 2025

The Standard requires,

Assets that neet tl're criteria to be classified as held for sale to be rneasured at the lower of carryi
annunt and fair value less costs to sell and the depreciation ofsuch assets to cease and:
Assets that nEet the criteria to be classified as held for sale to be presented separately in the staterrrnt
of fin;ancial position and the results of discontinued operations to be presented separately in the
statement of financial erfonrance

IPSAS 43

(iii)Early adoption of standards

The Fund did not early - adopt any new or amended standards in year 2022

9
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4. Significant Accounting Policies

a) Revenue recognition

i. Revenue from non-excltange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other govemment entities are measured at fair

value and recognized on obtaining control of 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 dsset will flow to the Fund and can be measured reliably.

ii. Revenue from exchange transactions

Interest income

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

estimated future cash receipts through the expected life ofthe financial asset to that asset's net

carrying amount. The method applies this yield to the principal outstanding to determine

interest income each period.

b) Budget information

The original budget for FY 2022-2023 was approved by the county Assembly on 18th April

2023. 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 Fund upon receiving the respective

approvals in order to conclude the final budget.

The Fund'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 from the accrual basis to.the cash basis and reclassified by presentation to be on the same

basis as the approved budget. A comparison of budget and actual amounts, prepared on a

comparable basis to the approved budget, is then presented in the statement of comparison of
budget and actual amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also

made for differences in the formats and classification schemes adopted for the presentation of
the financial statements and the approved budget.

l0
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S u m m ary of Significa nl Accott trti ttg Po I i cies (Co n ti n u cd)

c) Propcrty, plant and cquipmcnt

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

impairment losses. Cost includcs cxpenditurc that is directly attributable to the acquisition of
the items. When significant parts of property, plarit and equipment arc required to be replaced

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

deprcciates them accordingly. Likewise, when a major inspection is perfonned, its cost is

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

recognition criteria are satisfied. All othel lepair and nraintenance costs are recognized in

surplus or deficit as incuned. Where an asset is acquired in a non-exchange transaction for nil
or nominal consideration the asset is initially measuled at its lair value.

b) Intangiblc Asscts

Intangible assets acquired separately are initially recognized at cost. The cost of intangible
assets acquired in a non-exchange transaction is their fair value at the date of the exchange.

Fcllovring initial recognition, intangible assets are camied 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.

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

a) Financialinstruments

Financial assets

Initial recogttition and nrcasurement

Lilans and receivables are non-derivdtive'financial asse[s'with Iiy-ed oi determinable piLyments

that aie not quoted in an aitive market. After initial measurement, such financial urr",, ur"
subsequently mi:asured at amortized cost using.the e$tire interest qrethod, less impairment.
Amonized cost is calculated by taking into account any discount or premium on acquisition
and fees or costs that are an integral part of the effeitive interest rate. Losses arising from
impairment are recognized in the surplus or deficit.

u

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and

Measurement are classified as financial assets at fair vafue through surplus or deficit, loans and

receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The Fund detennines the classification of its financial 4ssets at initial recognition.

l

Loans and receivables i,
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Summary of Significant Accounting Policies (Continuel)

Held-to-moturity

Non-derivative financial assets with fixed or determinable payments and fixed maturities are

classiljed as held to maturity when the Fund has the positive intention and ability to hold it to

maturity. After initial measurement, held-to-maturity investments are measured at amortized

cost using the effective interest method, less impairment. Amortized cost is calculated by taking

into account any discount or premium on acquiSition and fees or costs that are an integral part

of the effective interest rate. The losses arising from impairment are recognized in surplus or

deficit.

Impairment of Jinancial assets

The Fund assesses at each reporting date whether there is objective evidence that a financial

asset or the Fund offinancial assets is impaired. A financial asset or a Fund of financial assets

is deemed to be impaired if, and only if, there is objective evidence of impairment as a result

of one or more events that has occurred after the initial recognition of the asset (an incurred

'loss event') and that loss event has an impact on the estimated future cash flows of the financial

asset or the Fund of financial assets that can be reliably estimated. Evidence of impairment may

include the following indicators:

Financiol liabilitias

Initial recognition and measu rement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities at fair

value through surplus or deficit or loans and borrowings, as appropriate. The Fund determines

the classification of its financial liabilities at initial recognition.

Loans and borrowing

After initial recognition, interest bearing loans and borrowings are subsequently measured at

amortized cost using the effective interest method.

Summary of Significant Accounting Policies (Continued)

12

i.The debtors or an entity oldebtors are experiencing significant financial difficulty
ii.Default or delinquency in interest or principal payments

iii.The probability that debtors will enter bankruptcy or other financial reorganization

ir'.Observable data indicates a measurable decrease in estimated future cash flows (e.g.

changes in arrears or economic conditions that correlate with defaults)

All financial liabilities are recognized initially at fair value and, in the case of loans and

borrowings, plus directly attributable transaction costs.
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Gains and losses are recognized in surplus or deficit when the,liabilities are derecognized as

well as throulh the effective interest method amoftization proces5.'

Amortized cost is calculated by taking into account any discount or premium on acquisition

and fees ot' costs that are an integral part of the effective interest rate.

C o n ti n gent I i a b il ities

The Fund does not recognize a contingent liability but discloses details ofany contingencies in

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

embodying economic benefits or serice potential is remote.

The Fund does not recognize a contingent asset, but discloses details of a possible asset whose

existence is contingent on the occumence or non-occurrence of one or nrore unceftain future

events not wholly within the control ol the Fund in the notes to the financial statements.

Contingent assets are assessed continually to ensure that developments arc 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.

The Fund creates and maintains reseres in telms of spccific requirements

The Fund recognizes the effects ofchanges in accounting policy retrospcctively. The eflects of
changes in accounting policy are applied prospectively if retrospective application is
impractica[.

d) Mcnrbcrs bencfits - Retircmcnt bencfit plnns

The Fund doesn't provide retirement benefits for its employees and directors. Defined
contribution plans are post-employment benefit plans under which the Fund pays fixed
contributions into a separato Fund (a fund) and will have no legal or constructive obligation to
pay further contributions if the fund 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 of retirement benefits are charged against income in the year in
',,lrrhich they become payable.

S ummary of SigniJicant Accotttttittg Policies (Co tttinued)

I3

Contingcnt asscts

b) Nature and purpose of rescrvcs

c) Changcs in accounting policics and cstimatcs
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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 tl're pcst-employment benefit obligation.

c) 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 of
financial performance.

0 Rclated parties

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

indil,idually or jointly, or to exercise significant influence over the Fund, or vice versa.

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

CEO and senior managers.

g) 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 of 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 ofthese financial

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

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

the end of the financial year.

h) Comparative figures

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

i) Events after the reporting period

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

t4
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Summary of SigttiJicant Accotttttittg Policies (Continued)

j) Ultimate and Holding Entity .,
The Bungoma County Assembly Mernber Car Loan and Mortgage Scheme Fund is a revolving

fund established pursuant to the Salaries and Remuneration Commission (SRC) gazette Notice

No.9792 of 27tr'July 2022, Section 167 of the Public Finance Management (PFM) Act 2012

mandates the administrator of public funds with the preparation of annual financial statements.

k) Currcncy

The financial statements are presented in Kenya Shillings (Kshs)

5. Significant j udgmcnts and sourccs of cstimation unccrtainty

The preparation of thc Fund's financial statcments in conformity with IPSAS requires

management to make judgrnents, estimates and assumptions that alfect the reported amounts

of revenues, expenses, assets and liabilities, and the disclosure of contingcnt liabilities, at the

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

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

liability affected in future periods.

State all judgements, estimates and assumptions made e.g.

a) Estimatcs and assumptions - The key assumptions conceming the future and other key

sources of estimation uncertainty at the reporting date, that have a significant risk ofcausing a

material adjustment to the carrying amounts of assets and liabilities within the next financial

year, are described below. The Fund based its assumptions and estimates on parameters

available when the consolidated financial statements were prepared. However, existing

circumstances and assumptions about future developments may change due to markct changes

or circumstances arising beyond the control of the Fund. Such changes are reflected in the

assumptions when they occur. IPSAS 1.140.

b) Uscful lives and rcsidual values

The useful lives and residual values of assets are assessed using the following indicators to

inform potential future use and value from disposal:

li

Il
iv

The condition of the asset based on the assessment of expetts employed by the Fund

The nature of the asset, its susceptibiliiy and aCaptability to changes in technology and

processes

The nature of the processes in which the asset is deployed

Availability of funding to replace the asset

Changes in the market in relation to the-asset.

l5
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Notcs to the Financial Statemcnts

I. Interest incomc

3. Cnsh and cash cquivalents

I)cscription FY2022t2023 FY202u2022

Lrterest income from Car Loan

I(Shs l(Shs

1,637,234

Interest income lrom Mortgage Loan I,507,721 581,594
'l'ota I intcrcst incomc 581,594

Dcscrigrtion Ft2022/2023 F-yzo2u2022

h^Shs KShs

Hospi tal i ty (Al I o wances)

Other expenses-Bank Charges

l,130,000 5,444,800

14,640 24,172
-I'otal 7,144,640 5,469,,972

Dcsc dption Fv2022t2023 Fv202y2022

l(Shs KShs

Currcnt accornt 5,142,995 2,579,172

Total cash and cash cquivalents 5,142,995 2,579,172

Fv2022t2023
.\ccorrnt nrurrlre r' l(Shs l(Shs

Currcnt nccolrnt

Kenya Commercial bank t220563730 5,036,142 2,466,214

Kenya Commercial bank Collection 1265050945 106,853 I 12,958

Total 5,142,995 2,579,172

16

t

2. Use ofGoods and Scrviccs

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

3,144,956

r,y202u2022
liirrancia I instit ution
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4A

4t]

4C

5. Tradc and othcr payables fronr cxchangc trattsactious

l)esc ri ron tty2022/2023 ltY202ll2022
l(Slrs li Slt s

Currcnt Ileccivablcs
Balancc b/f 100,00s,321 r 00,329,485

Add:- AdditibnaL borrowin 3 17,380 59,736,858

100,322,701 160,066,343

Less:-Borrowin t'c a nt CASB 4s,000,000 21,068,337

Less: other borowin acl r.lstllrc|tt 2,252,43t

n( idb 36,600,000

|,960,254

L,ess: - Refund-s fronl lo ee Car Loan & Mort Borrowin 23,108,175

Add:- Reversal of tax on Car allt aid b CASB 36,600,000

68,814,526 98,185,321

[)a ll Dcductions rcceivablc I,820,000
'l'otnl crrrrcnt I{ccciva blcs 68,814,526 100,005,-'12 I

Non Current rcccivablt's
Ba lan c b/f 2t,45'7,620 70,277,703

[-ess:- Old Loan a nts ad ustment (l1,341,705)

Add:- Outstand loans ad us(ment 2,358,048

Ad rrstcd Ilalancc b/f 21,457,620 67,294,047

Add:- Car Loan disbursments 128,000,000 l ,100,000

Add:- Mort clisbursnrcnts 169.560,000 2,252,431

Add:- Refunds to overdeduction 258,s63

297,818,563 3,352,431

Less:- Car Loan repayn)ents 1 3,102,61 3 43,1 88,858

Less:- Mort re mcnts 13,793,824

26,896,431 43,188,858

l-ort tcrm loan rc il mcnts duc 292,379,746 21,457,620

C)l hcr crcharr c dcbtors-l nsrrrrt ncc llcceitable
llalance b/f 20,643,571 20,686,221

Less:-Insurance received (693,584) (42,6s0)

Othcr Irchan c l)ebtors 19.,949,987 20,643,571

'l'otal Non currcnt rcceivablcs 312,329,733 42,101,191

'lirttl reccivables fronr crchitugc lrarrsitctions 381,144,259 142,106,517

\-Y2A2U2023
KShs

7 5,391 .254

t,202112022

Balance b/l

Additional Borrowirrgs fiom Employec Fund

[.ss:-Pa)nnctrt of tax by CASB

hSl ts

36.600,000

-36,600,000

lcss: -I]orrow ings Refund -390,000

't5.001,254

t7

4. Receivables from cxchangc transactions

[,ess:- 'l'ax on Car CASB

Lcss:-Staff Deductions Credited to MCA A/c

I)c sc ritrt iort
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Description
FY202212023 FY202u2022

l(shs I(shs

Balancc At Beginning of Thc Period
Domestic Borrowings During the Year 75,391,254

Repayments Of Domestics Borrowings During the 390,000

Balnnce At End of The Pcriod 75,001,254

6. Borrowings

The table below shows the classification of borrowin

The table below shows the classification of borro lon -tem and current borrow

During the financial year,the fund borrowed Kshs.75,391,254 from Employee Car Loan and

Mortgage Fund.

7. Prior year Adjustment

Fv202212023
I(Shs

45,625,458

[-ess:- Reversal of enh'y of tax on Car grant paid by CASB -36,600,000

Less:- Variations in Interest on [oans from first Assembly -9,025,458

Balance c/d

Dcscription

8. Rclated party balanccs

a) Naturc of relatcd party relationships

Entities and other parties related to the Fund include those parties vrho have ability to exercise

control or exefcibe significant influence over its operating and financial decisions. Related

parties include management personnel, their associates and cl,lse family members. The

Iund/scheme is related to the following entities:

a)

b)

c)

d)

The County Government;

The Parent County Government Ministry;
Key management;

Board of Trustees; etc.

Fv2027t2022
Its hs

Description
l(shs

75,391,254Bon'owings From Other Govemment Institutions
75,391,254Tot:rl Balance at End of Thc Ye ar

FY2022t2023 FY202u2022
l(shs

Dcscription

75,39r-254Short Term Borrowings (Current Portion)
Long Term Borrowings

75,391,254Total

l8

Balance b/f

FY2022t2023

Iishs
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b) Duc fronr rclated partics

c) Due to rclatcd partics

FY2022t2023 Fy202U2022

I(Sh I(Shs

Due fi'om the Courty Assenrbly Boald 66,677,146 98,185,321

Due fi'om Payoll deductions 2,137,380 l,820,000

Total 68,814,526 100,005,321

FY202212023 FY202u2022
KShs I(Shs

Duc to Employcc Car Loan & Mortgage

Furd
75,001,254

Total 75,001,,254

t9
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Notes to the Financial Statcments (Continued)

9. Financial risk managemcnt

The Fund's activities expose it to a variety olfinancial risks including credit and liquidity risks

and effects of changes in foreign currency. The Fund's overall risk management programme

focuses on unpredictability of changes in the business environment an<l seeks to minimise the

potential adverse elfect of such risks on its performance by setting acceptable levels of risk.

The Fund does not. lgdge any risks and has in place policies.to enl;ure that. credit is only
extended to custome$ riith an established credit history.

The Fund's financial risk rnanagernent objectives and policies are detailed below

a) Crcdit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banks, as well as trade and other receivables and available-for-sale financial investments.

Management assesses the credit quality of each customer, taking into account its financial
position, past experience and other factors. Individual risk limits are set based on intemal or
external assessment in accordance with limits set by the directors. The amounts presented in

the statement of financial position are net of allowances for doubtful receivables, estimated by

the Fund's management based on prior experience and their assessment ofthe current economic

environment. The carrying amount of financial assets recorded in the financial statements

representing the Fund's rnaximum exposure to credit risk without taking account of the value

of any collatelal obtained is made up as follows:

The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allowance for
uncollectible amounts that the Fund has recognised in the financial statements is considered

adequate to cover any potentially irrecoverable amounts.

Dcscription
Total amount
Ks hs

Fully pc rforming Past duc Impaire d

IGhs Kshs IGhs

At 30 Junc 2023

Receivables From 381,144,259 16,280,048

Bank Balances 2,579,172

'fotal 2,,579,172 2,579,172

142,106,512 125,826,464 16,280,048

5,142,995 5,142,995

Total 5,142,995

20

364,864,211

2,579,172

At 30 June 2022

Receivables From

Bank Balances

5,142,995
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b) Liquidity risk managcment

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who

has built an appropriate liquidity risk managernent framework for the management of the

Fund's short, medium and long-term fuqding and liquidity management requirements. The

Fund manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

c) Market risk

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

the Fund on an on-going basis, evaluate and test the design and effectiveness of its internal

accounting and operational controls.

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

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

market risk exposures within acceptable paramcters, while optimising the return. Overall

responsibility for managing market risk rests with the Audit and I(isk Managenrent Committee.

The Fund's Finance Department is responsible for the developtnent of detailed risk

management policies (subject to review and approval by Audit and Risk Management

Committee) and for the day-to-day implementation of those policies.

There has been no change to the Fund's exposure to market risks or the manner in which it
manages and measures the risk.

d) I ntercst rate risk

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

result ofchanges in interest rate levels. The Fund's interest rate risk arises from bank deposits.

This exposes the Fund to cash flow interest rate lisk. The interest rate risk exposure arises

mainly frorn interest rate movements on the Fund's deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavouled to bank with institutions that

offer favourablq interest rates.

e) Capita! risk manage:nent

The objective of the Fund's capital risk managemelrt is to safeguard the Fund's ability to
continue as a going concem. The Fund capital strucrure comprises cf the follov'ring funds:

2t
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Description
Fv2022t2023 FY202u2022
IGhs IGhs

Revolving fund 3 19,000,000 l9l ,000,000

Accumulated surplus -7,714,000 -688,857

Total funds 3l I,286,000 190,311,143

Total borrowings 7 s,391,254

kss: cash and bank balances 5,142,995 2,s',t9,172

Net debV(excess cash and cash equivalens) 70,248,259 2,579,t72

Ge a ring 23 o,/
I

-loh

10. Events after the reporting period

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

11. Currency

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

22
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l9. dnncxes

Anncx l: Progrcss bu follorv up of Prior"Ycar Auditor's Reconl mcndations

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

that were provided to the auditor.

I{csolvedI .Cash and
Cash

Equivalents

It was noted the cash and cash

equivalents balance of
Kshs.4,973,973 which is detailed

under note 4 to the financial

statements reflects a bank balance

of Kshs.4,973,973 as at 30 June,

2019. However, review of the bank

reconciliation statelnents revealed

that the management used the bank

certificates of balance for the three

(3) bank accounts instead of the

reconciled cash book balances

totalling Kshs. 10,598,566, resulting

into an un-reconciled variance of
Kshs.5,624,893

Adjustments have been

made in the current

Financial year

statclnents
(FY201912020) to

rcflect thc Bank

reconciliation statement

and cash book.

For the Bank of Africa
Accounts, The Bank

certificate balance is

equal to the Cash book

balance i.e. there are no

un-reconciled effects.

See also attached Bank

reconciliation

statclnents for reference.

ResolvedIncluded in the figure ofnon-cuffent
receivables of Kshs.276,955,5 l6
under note 58 is long tenn loan

repayments due of
Kshs.255,155,516. However,
recasting of the reported long tenn
loan repayments balance yielded a
figure of Kshs.255,l 37,120 leading

to an unexplaineJ variance of
Kshs.18,396. 'As a result, the

accuracy of the long tenn loa;r

repayments balance cf
Kshs.255,155,516 could not be

confirmed

The figures agree to the

supporting schedules.

See the summary,

recasted plus schedules

attached.

2..Non-

Current
Il.cceivablcs
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ResolvedThe figures agree to the

supporting schedules.

See the sunlmary,

recasted plus schedules

attached

Included in the figure of non-current

receivables of Kshs.276,955,516

under note 58 is long term loan

repayments due of
Kshs.255,155,516. However,

recasting of the reported long term

loan repayments balance yielded a

figure of Kshs.255,137,120 leading

to an unexplained variance of
Kshs. 18,396. As a result, the

accuracy of the long term loan

repayments balance of
Kshs.255,155,516 could not be

confirmed

2. Non-
Current
Receivables

On-goingThe management is
facing challenges in

the implernentation of
the recornmendation

due to budgetary

constraints. The titles

have been submitted

to the fund and the

request to charge

through an advocate

has been launched.

However, there has

been delay in

implementation ol the

instructions at the

lands office due to
management

instability and

COVID I9.

3. Lack of
Security on

Loan
Disburscd to
Members

It was noted that the long term loan

repayments due totalling
Kshs.276,955,5 l6 under note 5(b) to

the financial statements, include a

balance of Kshs.255,155,516 for
both car loan and mortgages which

are not secured with registration of
logbooks and title deeds on joint

ownership of the acquired assets

contrary to regulations which require
joint registration of ownership and

placing the title document in custody

of fund administration.

In the circumstances, the Fund

contravened Regulation 8(2) of the

Public Finance (County Assembly

Car Loan (Members) Scheme Fund)

Regulations, 2018 that requires the

log-book of a vehicle subject to a

loan frorn the Fund to be issued
jointly between the County

Assembly and the member of the

Scheme and be kept in the custody of
the officer administering the Fund

until the loan is repaid in full by the

member of the Scheme.

Further, the Fund failed to adhere to

Regulation I 5( I ) of the Public

Finance Management (County

Assembly Mortgage (Members)

Scheme Fund) Regulations, 2018,

24
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4 Un-collectcd Loans Arrcars '[he Fund adrninistrator

noted this and gave

demand notices to

affected members.

It was noted that included in the long
tenn loan repayments due of
Kshs.276,955,5 l6 under note 5(b) in
the financial statements is a non-

recovered amount of
Kshs.33,900,825 relating to loans

advanced to rnembers of the first
county assembly who did not make it
to the current parliarnent. It was

noted that no progress had been made

tc initiate recovery ofthe outstanding

loans held by fonner members in
absence of formal sccurity
documentation.

Attached herewith are

copies of cash deposits

to the fund accounts

which show effort by

rncmbers towards

repayment. And further
the delayed recoveries

were largely occasioned

by delayed exchequer

relcases

Consequently, the Fund was not in
compliance with Regulation l2 of
the Public Finance (County

Assernbly Car Loan (Mernbers)

Scheme Fund) Regulations, 2018

states that a loan advanced shall be

repaid in lull over a rnaximum period

of sixty (60) months and Regulation

l3 (l) o[ the Public Finance

Management (County Assembly
Mortgage (Mernbers) Scherne Fund)

Regulations, 2018 which states that a

Ioan granted shall be fully repaid at

the end of the tenn of that Assembly.

Today the current

reason for uncollected

loan arrears is because

the mernbers of the

Assernbly term came to

an end eight months

earlier and this was not

foreseen during

disbursement

Ih the circumstances, it was not
possible to ascertain the

recoverability of the loan balance ol
Kshs.33,900,825 reported as at 30

June, 201 9.

Fund

Administra

tion
Comrnittee

On-going
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ResolvedFund

Administra
tor

Lack of an Approved Budgct

Review of the Fund's loan

management committee minutes and

financial statements for the year

under review revealed that operation

of the Fund were not guided by an

approved budget. Therefore,

administration of the Fund was not

conducted in compliance with

Section 149(2h) of the Public

Finance Management Act 2012,

which requires the accounting officer
to prepare estimates of expenditure

of the Fund in conformity with the

strategic plan.

In the circumstances, the Fund

conducted its business during the

year under review in breach of the

law.

On-goingWe wish to confirm that

re-imbursements of the

borrowings is on-going

and please find attached

schedule of repayment

(bank staternent).The

entire Service Board

borrowings were

occasioned by delayed

exchequer releases.

Attached is the

commitment letter from
the County Assembly

Service Board.

Fund

Committee
6 Outstanding Borrowings by

County Asscmbly Service Board
The statement of the financial

position of the Fund reported a figure

of Kshs.36,722,914 in respect of un-

refunded borrowings by the County

Assembly Service Board under note

5(a) in contravention of Regulation 4

of both the Public Finance

Management (County Assembly

Members Car Loan Scheme Fund)

Regulations, 2018 and the Public

Finance Management (County

Assembly Metnbers Mortgage Fund)

Regulations, 2018 which states that

the object and purpose of the fund is

to provide a loan scheme for the

purchase of vehicles by members of
the scheme and for the purchase,

development, renovation or repair of
residential property by members of
the scheme, respectively

The management has

been unable to remit the

fringe benefit tax due to

Non-Ilecovery and Remittance of
Fringc Benefit Tax

26
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It was noted that the Fund did not

rernit to Kenya Revenue Authority
(KRA) fringe benefit tax accrucd

frorn the low interest loans extended

to its members during the year

amounting to Kshs.2,i47,592.

Thus, the managelnent of the Fund

did not cornply with the Section

l2(B I ) of the Income Tax Act, 20 l0
that requires an ernployer to pay

fringe benefit tax in respect of a loan

provided to an employee or director

at an interest rate lower than the

market interest rate. Further, the

administrator was in contravention

of Section l2(3) of the Act which

requires that fringe benefit tax to bc

charged on the total taxable value of
a fringe benefit providcd by an

employer in a month and remitted on

or before the tenth day of the

following month to KRA.

Consequently, the Fund is exposed to

penalties and interest due to non-

compliance with provisions of the

Income Tax Act.

lirnitation of fund and

the cornmittee has

written to the County

Assernbly Board to pay

the related tax on its
behalf. The . previous

amounts due has so far

been remitted.

2'7
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Anncx 2: Bank Reconciliation Statements

REPUBLIC OFKENYA

COUNTY COVERNMENT OF BUNGOMA

COUNTY ASSEMBLY OF BUNGOMA

COUNTY ASSEMBLY OF BUNGOMA CAR LOAN COLLECTION

ACCOUNT NO:1265050945

BANK RECONCILIATIO N STATEMENT

AS AT3OTHJUNE 2023

Balance as pcr Bank Certificatc

LESS:

COLI.JMN I:
Paynrnt in the Cash Book not yet presented for payment

COLI.JMN tr:
Receipt in the Bank Statement not yet recorded in the Cash Book

ADD:
COLI]MN III:
Payment in the Bank Staternent not yet recorded in the Cash Book

COLT]MN TV:

Receipt in the Cash Book not yet recorded in the Bank Statenrent

Balancc as per Thc Cash Book

Cash book Balance

Difference

I Ceftiry that I have verified the Bank Balarrce in the cash Book with the

FO 30

AMOUNT
106,853.00

106,853.00

106,853.00

W and that the above reconciliation is correct.

A-GIJJAuM^t.{t= A'7:?*t
Signature Designation Date

fur k4a,t^,1<i )'T:*2
Signature Designation Date

28
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FO 30

COLUMN I

Datc Details

COLUMN II
Date Details

COLUMN III
Datc Dctails

COLUMN IV
Datc Details

Chcquc No

Chcquc No

Chequc No

Chcquc No

Anrount

Ar-norurt

Arnor.urt

Amount

29
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REPUBLIC OFKENYA

COUNTY GOVERNMENT OF BUNGOMA

COUNTY ASSEMBLY OF BUNGOMA

COUNTY ASSEMBLY OF BUNGOMA CAR LOAN OPERATION

ACCOUNT NO:1220563730

BANK RECONCILIATIO N STATEMENT

AS AT3OTHJUNE 2023

Balance as pcr Bank Ccrtificate
AMOUNT

36,142.39

LESS:

COLUMN I:
Paynrnt in the Cash Book not yet presented for payment

COLUMN II:
Receipt in the Bank Staternent not yet recorded in the Cash Book

ADD:
COLTJMN Itr:
Paynrent in the Bank Staternent not yet recorded in the Cash Book

COLT]MN TV:

Receipt in the Cash Book not yet recorded in the Bank Statement 5,000,000.00

Balancc as perThc Cash Book 5,036,142.39

cash book Balance 5,036,142.39

Di fference

I Certifo that I have verified the Bank Balance in the cash Book with tlrc

B and that the above reconciliation is correct.

FO 30

17..'.7.,.!s:.3
I)ate

),.7;..v*s
Date

Si

&'(
Signature

A&Ch",AktGE
Designation

Designation
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a

FO 30

COLUMN I

Date Details

COLUMN II
Date Details

COLUMN III
Date Details

COLUMN IV
Date Details
231612023 CASBREFLINDS

Cheque No

Cheque No

Cheque No

Cheque No

Anrount

Amourt

Amount

Amount

5,000,000.00

s,000,000.00

3l


