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COUNTY ASSEMBLY OT' EMBU CAR & MORTGAGE FUND
Reports and Financial Statements

^fl,r ^nrh.rnrlfll

l. KEY ENTI'|Y INFOR[{A'I'ION AND MANAGEI\{EN'I'

a) Backgroundinfomation

Jhe (-ounn .\ssembtv of Ilmbu \tortgxgc and (lar toan schemc is a rcvolving fund

establlshed putsuxnt to Scctirxr 116 of the l'lrNL\ct and supplementcd with lhc Salarics lnd

RlrrrLxlcrau,)n (lomlnission (SIIO) cucular number SR(l/l'S/VH/3/14 of 14th I'cbnr:rq

:ol-1. Sccnr)n 16? of thc Pubhc l"inancc \lxnagcmtnt (l']F-Nl) '\ct 2012 mandatcs rhe

-\rlmrnistr:rtor of public funds with thc responsibilitv of thc prcparation of annual frnancial

li()r pr()pcr miulagcmenr of thc ftrrrd and as adviscd bI drc SIt(l in thc cncular undet drc

rcfcrencc. courrn rrcloptcrl the I,F\l regulations 201.1 to guidc rn the operationahz:rtron of thc

fuml. -\s adriscd bv dre SR(l and as ptovidcd fot under tcgularion 16 of the sard rcgulatirxrs'

the Counr)_ Serr,rc{ I3oard appoirrred a banking insurutlon ro manage thc fund'

'I hc SI{C ur irs crrcular tcfcrcncc SR(l/-\t)\l/CIlt/ I / 13 \'ol l II (128) datcd 17th l)eccmber

2{)l-1 prolidcd gui<lelincs fot :rccess of car loan anrl mortgge bcnefits bv state and public

offrccrs. -\rising thcre fr()m. thc (i)uoo' .\sscmblv Stn'icc Bo:rrd apptoved rnd adoprerl'

'l hc fund rs rvh<,lll trrrrred bl thc counn .\sscmbh of llInbu and rs dLrlnicilcd rrr Kcnr:r'

b) PrincipalActivities
'I1rc principal acnlin /nxssr{)n/ mandatc of thc funrl rs to proudc car and m()rtgage lonos to

mcmlrrs of tlrc Couon .\sscmblr'.

c) Mongage and Cat loan Administtation Committee'

'I hc comrnutcc conststs ofthe follosrng mcmbers;

l. Hon. Kanukr l\lchrcl Nicru - (lhairman

3. Hon trluinuki trlastcrs l,eonrrd Nlwariki l\lcmber

.1. Hon. Nliru Paul\luchangr - \Iember

5. I I()n lrcti llobcrt Nieru Nlembct

6. I lon. Kimaru Salcsm Nicru Nlcmbcr

i. IIon Nzagrgr I'h lp Kinlutu \fembcr

U llbaka.lohn \gari \Iembcr

9. I lon. NIs arr N,rtlrarr Kanuki Nlcrnbtr

l0.FL:n. Gakungugu r\gnes \flnniitu Nlcmber

11.Hon. Nlbugr Sic ) Warue l\lembet

l2.tl,rn. l;duh \\'nn jra ,-r'.1'ag - l\tembcr

l3.Hon. I llizabetlr Ndclere Kibai ' \Iembcr

l{.1. (l Kruma - |uld -\dministrator

l'agc 3 01 2{



COUNTY ASSEMBLY OF EMBU CAR & MORTGAGE FUND
Renorts and Fin!ncial Statemcnts

.f l,l trwrih{ .n,lerl
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(l)

1. t)rvid Nhvangr Oithaga
2. losiah \1. Karanla
1 K:rmau Wachiuri

Rcgistcred Ofliccs

Spring Vrllcr'-\rcr

-\Irng Jrrnes Nvrgr (lrcsccnt r()rrd

( )pposrrc lraith I {ouse

t'( ).I]ox l{0 601{){)

lrrrbu, Kl'lN\'.\

Fund Bankers

l'amill llarrk

Irrnl>u br:rnch

1,.( ). ll(lx l.lmbu, Iien\',r

Indepcndcnt Auditors

.\rrrhror ( icncral

( )fFrcc ol rhc .\rrdrtor ( icncral

.\r)orvctsxll l (^\'ers

l)( ). Ii()\ .ll)0S-{ l)l)ll)o

Nairobi, hcnta

Principal I-egal Adviscr

'l hc Drrcct()t.

Lrrigat(nr, I-egal (iompliancc rrnd Legishci\'c t)rafong

( irunry' -\sscml>lt of linrbu

l'. (). Ilo\ l+t) lxnbu.

(i)lrnnittce Clerk
l)irector l;rnancc and ,\ccounts

I'und ,\ccountaot

c)

D
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(.OUNTY ASSEMBLY OF EMBU CAR & MORTGAGE FUND
Reporls and l'inancial Statonents
For thr nern of l8 months endcd ,lnne 30. 2019

2. BOARD OF TRTIS'TEf'S

NAME

Hon. Katiuki Michittl Njcru.

DETAILS OF QUALIFICATIONS AND

EXPERIENCE

ll(1.\ Kuhimu \\'ard.

Lcader of iuajoritv Pxrn'

\/icc Chairperson County Assembly Servicc Board

Dire of llinh : 6"'Januart, 1969

Ohlnpcrson Sclection, .\ppoirrtments, Powcr and l)nvileges.

:\sscmblv Rulcs and Business.

Nl(lA- Kiamberc !(atd

Lcader of trfmonr,v Parq

Date of l]inhr 19,h lUaY 1981

Chairperson 'Imde, 'lburism

Industrialisauon

Lr\ csnn(rr rrrd

Hon. Muriuki Mastets

konatd Mu'aniki

Nl(;.\ (;aruri Nonh

Dntc C)f llrrth : 12,r.\pflt 19ill

Yicc Cheirpcrv,n l.rnds Physical

l)cvelopmcnt.\nd Enlironmcnt

I'lnnning. t rlrrn

Hon. N jinr Paul Muchangi

Hon. Robert Niiru Ircri

l\1(1,{ - Kagaari South Vard

Datc ofl)irth:6,h r\ugust 1977

Yicc Charpcrson Budgct and .\ppropriation

I
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COUNTY ASSEMBLY OI' EMBU CAR & MORTGAGE FUND
Reports and Financial Stalements
trirr ihe ncrio,l 0f ltl m rths en{lo(l ,lune -ll)- 2(ll9

!I \l(l\ Iiyeni SoLrtlr

HoIr. Salcsio Njcru Kinlrru

Hon. Philip Kinyutu Nzangi

Hon.John Ngari Mbaka

Hon. Nathan Kariuki Mwari.

I)atc of llirth : 1.1,h Notemllcr 1971

MC,\ lllakima Ward

Date Of llmh : 12,h December 1978

i\fembet Speakcr's Paoel

Charperson PubLc .\ccounts aod lnvcstmcnt

NtC,\ - i\lartria Ward

Date of Bith : l-tJafluarv 1970

Chairperson Public Parucipation

\t(' \ \ tha\1x \vard

[)atc of l]irth 1611,Februan 1980

(lhrrl?ers,,r N rkr xn(l Irr igntion

Nominated \1(1.\

l)at( Of llrrth | 5,r' ,lfil 1r73

OharpetsonJusrice and Lcgrl r\ff:urs

I
irr

I
E

Hon. Agncs Wanjiru Gakungugu
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COUNTY ASSEMBLY OF EMBU CAR & MORTGAGE fUND
Reports and ['inancial Statements
l.0r th. D.ri.,l 'rf lta r h\ rnd.rl .lnn. lll. 2019

N()mrnared II(--\

Datc of llrrth: 2S"rllrrch 197u

Nlcmber of rhe Spcakcr's l)ancl

tlon. Sicily Warue Mbugi

I Ion. lidith Vanjir:r Nvagu

I krn. Elizabcth Ndclcve Kibai

NlrJim G. Kauma

Nomrnatcd l\lC.\

Dntc of Ilirth 17rr,Ocol)cr 19tt2

\/icc (lhair I'ublic .\ccou,rts and Iovestment

t_

Nominatcd MCr\

Date of llrth: 14'h Februan'1979

Chairpemon,\griculturc, Oooperatrves

Livcsrock

Irishcrics rnd

Counry asscmblt clerk

Date ofbtth: l9rh Scptember 1981

Nlasters degtee rn public policy and admimstrarion

I
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COANTY ASSEMBLY OI' EMBU CAR & MORTGAGE FUND
lleports and !-inancial Statcments
lor lhsDcriod oilE notrths eDded June 30. 2019

3. FUND CHAIRPERSON'S REPORT

It is mv pleasure to prescnt, on bchalf of CASIIIi,, thc N{ongage and Cat loan fund report of

rhe Countv ;\ssemblr, fund financial statements for the 18 months endcd 30th Junc 2019.

'[he financial statcments present the financhl performancc of thc fun<l over the past 1l]

r 5r.r rrr.rhrlitr

'ltrc fund rnd its stakeholden arc increasingly emphasizing oo thc necd to ensurc

sustairrabilitv for both rrs invostmcnts and its rcsourcc mobilizauon and financing

capabiJrties with an objectivc ofcnsuring that the fund's gotng conccro is secuted.

'l}c fund has conducted I basic assessment of avarlable options for feasiblc financrng tools

rhat u,ould assure the fund of its l<ng tcrm sustainabiliw. 'lhc fund has reviewcd its current

resource mobilizatrorl suatcgies afld proposed feasible sustainabilty finaocing optrons.

1,, ll(\;r\ rrl lrr rii rrrrr:rrrt e

Iocome

l)unng the penod of 18 months the fund eamed intetest of Kshs 6,667,830.'fhe Ifltcrest

was charged on the issued loans ar a tate of37o.

Expenditure

(ihaptcr 12 of thc Scnicc Agrcement betwccn thc Family Bank an<l Counry Asscmbly

sripulntcs that 2qt of rhe lntercst should be apportroncd to thc Bank as l:und Nlanagcment

cxpenscs thereforr Kshs "1,{-15,220 vas transfcrrcd t() the Bank for the same. Kshs. 1,255,900

wlls pxid to the Comrnittcc in form of Sitting allowanccs. Bank ledger fees amouDtcd t() Kshs

136,1{t{)

'l he fund tealizcd a sutplus ofKshs 830,530

lhc fLrrd hrs l souncl llnxr)crxlLxsc xnd rs cxpcctcd t() rcm^in 6nancirlll r'iable in lirtutc

I'cge 8 o[2{



COUNTY ASSEIIIBLY OF EMBU CAR & MORTGAGE }'UND
Reports and Financial Statemcnts
lor thr Derir)rl0f lli nr hr .n,lerl .Iun. -lll- 2019

,l) \|t'1,, i, rl i,, rr

I takc this opportunlr!_ to express mv slncetc g'rautudc and apPrcciation to thc Couns

r\sscmbly of l,lmbu for the cstablishmcnt of thesc funds thrt has really improved thc welfare

of Il(:-\s and modvated all Honorable mcmbets as the-v pcrfotm thcir duties.

I lrxrk forward to your conunucd support in theyc r 2019 /2020.

WSigncd:

Hon. Michacl Kariuki Njeru.

Chairman Mortgagc and Car lran Committcc

I'aBe 9 ol 2.l



F('r thr Dcriod of ltJ th{ on.led .Itrnr -ll)- 2019

.I. REPOR'I'OF Tt] II ITUNDADI\IINIS'I'RATOR

It is mr pleasurc to ptcsent thc Countr' .\ssemblv of trmbu N{ortgagc and (lar loan liund

financial st:rtenrcnts for thc lt{ months cndcd 30th Junc 1019.'lhc hnancirl statemcnts

prcscnr the financialperformrnce of thc tund o! cr the Pasl lij months.

.,,, i'ri,r .Lrr,

'thc furrd rvas cstal>lished and statted with an initi^l amount of Kshs 165,000,000 which rvas

dcpositcdat Famih bank Ilmbu branch.

'lhe fund oised intcrcst income of lishs (r,667,830 for the eightecn months cnded 3(kh

tune 2019. the rotal cxpenscs werc Kshs 5,837,300 leavrng a surplus of Kshs {t30,530

a) I-oans

t)uflnlt thc l,)ightcen months cndcd 3(hh Junc 2019, thc fund disbutsed loans to the

Speakcr, \lcmbcrs of thc (lounn -\sscmblv and the (-.\SBll mcmbcrs (otaling () Kshs

185,(XX),000. 'lhc ,unounN r,,trc dislxrserl tr rl:fftrrrltdxtes bctlwlnJamraly and l)cccrnlxr 201U. this

mainh duc ro thc re:rson th^t ,rll trl(;-\s and thc board bcen ncu'lv clccted or appointcd

had hcncc thcy uerc all duc f,rt car and mortgage l()ans.

Cash flows.

'ltrcrr uas no cash florv prol;lcm dunng the pcnod undcr rctieu'as thc good Portio, ()f

rnoncy requrcd wxs ar.allable for members. Howcver an xmount of kshs 2'1,00{),000. rvas

not relcasc<l bt- rhc I;-mbu (i:unn Golcrnmerit as at SothJunc 2019.

b) { l,,rrclL,'i, ', t

ln gencrrl, rhe pcrt undcr relierv rsas succcssful and good proS'rcss was made and rhe

momcnrum has l)cen creatcd () eflable Countv ,\ssemblv of Ilmbu Motgage and Car loan

fund connnuc on i trajec()n'iob pr()spcriry. !('c h:rve rdcntified gaps and areas to impr,,r'c

oo in thc subsegucnt year.

I takc this opportunio'to thank C-{SI}li for thcir suppon. I would also want to thank all

d to ensure rhat of I'lmbu l\Iortgage and Car loan

chJ

Signed

COUNTY ASSEMBLY OF EMBU CAR & MORTGAGE FUND
Reports and Financial Statemcnts

Nlr. Jim G.

l'age l0 ol 2c



('oIINTY ASSEMBLY OL- ELIAU CAR & MORTGAGE I.'UNI)
l{eports and ['inancial Statcmcnts
lor thc nrriod of l8 mon(hs rndrd.lunc 30- 20t 9

i, CoRPORAI'EGOVIiRNANCESTATEI\IENT

A) THE FUND COMMITTEE

'lhc (irunty ,\sscmbly of liml>u (lar & Nlortgagc lirnd schcmc is a rcvolving fund cstablishcd

purswrnt to Sectiorr 116 of thc PI]NI -\ct and thc Salarics and Rcmuneration Grmmission (SRO)

circular number SRC/IS/\\'lll3/1.1 of 1.fth Fcbruan' 201.1. Scction 167 ofthc Public lrrnrncc

Ilunagcment Q'Fll) .\ct 3013. lts mafldatc is to providc car k-,rns ro membets of staff. 'l hc fund is

cornmittcd to ensuring compliancc with regulatorr' and supen'ison' corPoratc 8()\'ctnance

rr(luiremrnts. llssential to thc cstablishmcnt of a c()rp()rntc g()\'erDance ftame$ork in thc fund is a

lirrmal

C) AUDIT

'Ihc lrurd is subjcct t() stetut()r\' urrdit b_v the of6cc of auLli()r gcncral in cach {lnancill or at env

lill)c whclr ncccssalv t() crrsrrrc c(nnpliance with thc \'iri()Lls stllLrt()rv and rcgulat()rv rcqtrircments.

d) STATEMENT OF COMPLIANCE

'l hc fund corrunittec cndca\'()rs to cnsurc compli^ncc rith all staruton and rcguhton'

tccpircmcnts and that thc furrd has bccn managcd in acc()tdance with thc principlcs of good

c()rP()rate go\'elnance.

C) AUDITOR

'l hc fund is auditcd bv thr (,fflce ()f.\uditot Gencril.

Page II ol 2{

b) COMMITTEE MEETING

'l hc comnritree meets as and \\'hcn nccessan to makc tari()us trarrsactions as mav bc tcqutcd.



- ('OLt^'Tl ASSEitIBLv OF EMRLT CAR & tt ORTCttGE FUND
I{cporls snd Financial Stalcments

@
(,. S'I'A'II.JN!IiNT OF IT{I\NACEITIIJNT'S RESPONSIBII-ITIES

Scction 167 of thc Public Financc Nlan;rgcmcnt lct, 2012 rcquires that, at rhc end ()f cach

financial ycar, thc ,\dministtator of a Counq' Public Fund shall PrcParc financial statemcnts ftrr

thr lund in accordancc tith thc standards and formats Prcscribed b1'thc Public Scctor

,\ccountingStanclards Bonrd.

'l he Administtator of thc Counry Public lrund is responsiL:lc for the pteparation and Prcscntation

of rhe l'und's financial statements, rvhich gir-e a rrue and fair ticrv of the statc of affairs of thc

lrund for cightccn months cnded onJufle 30,2019. Ihis tcsponsibility includes:

/ mairrtaining adctluatc financial manargcmcn! xrtangcments and ensuring that thcsc c()ntinuc

to be cffcctive througholrt the rcponing period;

/ maintaining propcr 
^ccoun(iflg 

rccords, \\'hich disclosc sith reasonablc accuracl at an\'

time thc fioancial positi<xr of thc lrund;

r' dcsiAning, implenrcnting and mairrtaining internal contols lclcvant to rhc ptcpantittn and

l'rir prcscntation of thc financial statcmcnts, :lnd ensuing that they are frec from matetial

rnisstatcmcnts. rvhcthcr duc to crror or fraud;

/ safcguatdirrg thc assets of the Fund;

/ selccting and applying appropriate accounting Policics; and

/ making accounting cstimatcs that nrc reasonablein thc circumstances.

'lhc .\dministr^tor of thc (lounty Public Irund accepts rcsponsibiliqv f<rr the liund's financial

sr,ltemcots, Tvhich hrlc been prcprrcd using appropriatc accounting policics suppottcd bl

rcasonablc ind prudeflt judgn,cnts and cstimatcs, in conlormiry with Intemational l)ublic

Stctor -\ccounting Stand.rrds (ll'S.\S), and in thc manncr requirccl br thc IrlJtrl -\ct, 2{)12 'fhe

,\dministrator of the Iruntl is of thc opinion that thc Fund's financial statements Sivc a truc and

lailncrv of thc state o[ l]und's transactions during the pcriod of 11] months cndcd June 30' 2019

and of the F-und's fioancial position as at that date 'lhc Administtatot futrhcr confitm thc

completcncss of the accounung rccords maintained for thc Fund, rvhich hate bccn tclicd upon

irr rhe pteparation of thc Fund's financial statemcnts as wcll as the adequacy ofthe s)'stcms ()f

inrernal 6nlncial control.

l'age 12 ol 2{



COUNTY ASSEMRLY OF EMBU CAR & MORTGAGE FUND
Rcports aod Financial Statements
['or the Deriod of l8 months ended June 30. 2019
In prcparxrg the financial strtcmcnrs. the -\dministretor of the (ixrnn Public Fund has lsscsscr.l

the liurd's abilin to cootinue rs r g()rrL c()nccrn and discLrsccl, ls applicable, mattcrs tclatiog ro

rhc usc ()f g()lng concenr basis of preperation of the tinanciel stirtcmcnts. Nothing has comc rrr

rlrc attcntiorr of the -\dministrltor to indicatc that thc [iund rvill not rcmain a going c(nlccrn fi)r

rl lc:rst thc flcxr nvelyc m()nths ti()m thc d^tc ofthis sratemcnt.

Approval of the fi nancial statcmcnrs

l hc I'uncl lr firra l staten,ents scrc approved bt' the Board on OS )t9

n.l ai

d 0Jinr G
()

Mottgagc and Car an Ftrnd Administrator

I)age 13 of2.l



REPUBI,IC OF KENYA

REPORT OF THE AUDITOR-GENERAL ON COUNTY ASSEMBLY OF EMBU CAR
LOAN AND MORTGAGE (MEMBERS) SCHEME FUND FOR THE EIGHTEEN (18)

MONTHS' PERIOD ENDED 30 JUNE,2019

Telephone: +254{ro) 3214ooo
E-mail: inlo@oaSikenya.go.ke
Website: www.oagkenya.So.ke

GH H EADqUARTERS
Anniveriary Towers

M6nrovia Street
P.O. Box 3oo84-oo1oo

NAIROAI
OFFI(E OF T}I€ AUDITON.GETERAL

t:rhd^ t,s 1rt,,t, lhtltt\

REPORT ON THE FINANCIAL STATEMENTS

Adverse Opinion

I have audiled the accompanying linancial statements of County Assembly of Embu Car
Loan and Mortgage (Members) Scheme Fund set out on pages 15 to 24, which comprise
the statement of financial position as at 30 June, 2019, and the statement of financial
performance, statement of changes in net assets, statement of cash flows and statement
of comparison of budget and actual amounts for the period 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, 2O15. I have obtained all the information and explanations which' to the best of
my knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, because of the signilicance of lhe matters discussed in the Basis for
Adverse Opinion section of my report, the financial statements do not present fairly, the
financial position of the County Assembly of Embu Car Loan and Mortgage (Members)
Scheme Fund as at 30 June, 2019, and of its financial performanc€ and its cash flows for
the period then ended, in accordance with lnternational Public Sector Accounting
Standards (Accrual Basis) and do not comply with the Publac Finance Managemenl Act'
2012, County Governmenl Acl, 2012 and the Public Finance Management (County
Assembly of Embu) Car Loan and Mortgage (Members) Scheme Fund), 2019.

Basis for Adverse opinion

1.0 Pressntation of the Financial Statements

Seclion 3,7,8 and I of the County Public Funds and Boards Financial Reporting template
for Financialyear 2018-2019, underthe lnternational Public Sector Accounting Slandards
(IPSAS) Accrual Basis issued by the Public Sector Accounting Standards Board (PSASB)
requires that lhe Fund's financial statemenls should include details of the management
team, a management discussion and analysis, corporate social responsibility
statemenusustainability report and report of the trustees respectively. However, these
reports, statements and analysis are not included in the Fund's financial stalements

Further, the Fund is known as County Assembly of Embu Car Loan and Mortgage
(Members) Scheme Fund as per the Public Finance Management (County Assembly of

Rcryrt of the ,ludito.oenetat on Coudy Asseably of Enbu Cat Loan and Mo goge (M.nbe4) Sche . Fund lor
the Eighreen (18) Montb'period ended 30 June, 2019



Embu) Car Loan and Mortgage (Members) Scheme Fund Regulations,20lg. However,
the cover page of the financial statements refers the Fund as County Assembly of Embu
Mortgage and Car Loan Fund and the header refers the Fund as County Assembly of
Embu Car & Mortgage Fund. ln addition, the statement of financiai performance is
reflected as relating to the year ended 30 June, 2019. However, the financial slalements
are for a period of eighteen (18) months and therefore the statement ought to be for the
eighteen ('18) months'period ended 30 June,2019.

ln view of above, the Fund's financial slatements for the period ended 30 June, 2o'lg
have not been prepared in accordance wilh lhe prescribed PSASB format.

2.0 Accuracy of the Financial Statements

2.1 Non-Submission of Financial Statements for Previous Yearg

The Fund commenced operations in June, 2014 during the term of the first County
Assembly. During the initial years (2014-2018), the County Assembly of Embu Car Loan
and Mortgage (Members) Scheme Fund operated as two distinct Funds namely 'Car Loan
Fund' and 'Mortgage Scheme Fund'with each Fund having its own distinct regulations
both enacted in 2014. However, and as previously reported, the financial statements of
the two Funds for the financial years 2014120151o 20'1712018 were not submitted to the
Auditor General contrary to Section 47(1) of the Public Audit Act 2015 which states that
"the financial statements required under the Constitution, the Public Finance
Management Act, 2012 and any other legislation, shall be submitted to the
Auditor-General within three months after the end of the financial year to which the
accounts relate".

Further, the eighteen (18) months' financial statements under review, were prepared
under new regulations enacted in January, 2019, now combines both the Mortgage
Scheme Fund and Car Loan Fund as one Fund account and are prepared in accordance
with the accrual basis of accounting method under the lnternational Public Sector
Accounting Standards (IPSAS). However, in the absence of the previous years' financial
statements, the source and accuracy of the fund balance brought forward reflected in the
statement of financial position could not be ascertained.

ln the circumstances, it has not been possible to confirm source and accuracy of the
openrng balances for lhe period under review.

2.2 lnterest lncome

The statemenl of financial performance for the period ended 30 June, 2019 reflects
Kshs.6,667,830 in respect to interest income while the supporting schedule reflects
Kshs.6,656,948 resulting to an unexplained and unreconciled variance of Kshs.1O,882.

2.3 Outstanding Loans

The statement of financial position as at 30 June, 2019 reflects Kshs.126,064.316 in
respect to outstanding loan balances while the supporting schedule reflects

Repott ol th! Audibt-Gtnerul on Counr'Assenhb, 01 Enhu Car Loon and Moflgage (Mc'xbers) Schene t'und lor
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Kshs.126,527,435 resulting to an unexplained and unreconciled variance of
Kshs.463.'l'19.

2.4 Suspense Account

The statement of financial position reflects Kshs.137,089 in respect to suspense account
which remained un-cleared as at 30 June, 2019.

ln view of all the above, the validity, accuracy and completeness of the financial
statements for the period under review could not be confirmed.

3.0 Family Bank Management Expenses

The statement of financial performance reflects Kshs.4,445,220 in respect to
management fees paid to the Family Bank as an appointed financial institution to
administer the Fund for the period ended 30 June, 2019.

Clause 3.3 (i) of Fund Management Agreement between Family Bank Limited and County
Assembly Service Board of Embu stipulates that the appointed financial institution shall
submit to the Board a status update on a monthly basis and if and when need arises keep
or cause to be kept such books, records and statements as may be necessary to give a
complete record of the Fund account movement both for the Fund and for borrowers.

However, the Fund Management did not provide monthly update reports, books, records
and Fund account movement for borrowers from the appointed administrator.

ln the circumstances, the propriety, authenticity and value for money for the management
expenditure of Kshs.4,445,220 for the period ended 30 June, 2019 could not be
confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the County Assembly of Embu Car Loan and
l\,lortgage (Members) Scheme Fund in accordance with ISSAI '130 on Code of Ethics. I

have fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance
with other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my adverse opinion.

Key Audit Mafters

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

Repo4 ofhe Auditor-Generul on County Assenbly of Enbu Cat Loan and Moisase (Menbers) Schene Fund lor
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Other Matter

1.0 Budgetary Control and Performance

l.l Receipts Analysis

The statement of comparison of budget and actual amounts reflects budgeted receipts
totaling to Kshs.254,604,124 but realized Kshs.230,604,124 for the period ended
30 June, 2019 resulting into a receipt under realization of Kshs.24,000,000.

ln overall, the Fund under realized the budget to the tune of Kshs.24,000,000 which may
be an indication of inadequate budget planning process.

'1.2 Payments Analysis

The statement of comparison of budget and actual amounts reflects budgeted
expenditure of Kshs.191,804,450 for the period ended 30 June, 2019, while the actual
expenditure amounted to Kshs.190,837,300 resulting to under-absorption of
Kshs.967,150.

The under absorption of Kshs.967,'150 may have impacted negatively on delivery of
services to the members of Embu County Assembly.

AND EFFECTIVENESS IN USE OF PUBLICREPORT ON LAWFULNESS
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, because of the significance of the
matters discussed in the Basis for Conclusion on LaMulness and Effectiveness in Use of
Public Resources section of my report, based on the audit procedures performed, I

confirm that, public resources have not been applied laMully and in an effective way.

Basis for Conclusion

Note 6 to the financial statements reflects Kshs.185,000,000 and Kshs.126,064,316 in
respect to loans issued to members and outstanding loan balances as at 30 June, 2019
respectively.

However, there was no evidence provided for audit review to confirm how loans advanced
were utilized contrary to the provisions of Section 12 of the Public Finance Management
(County Assembly of Embu) Car Loan and Mortgage ([,lembers) Scheme Fund
Regulations, 2019 which states that a loan obtained under these regulations shall be
utilized for purchase of a motor vehrcle or development, purchase or renovation of
property for use by the applicant or applicant's immediate family.

Advancement of Loans

Repon oJ tht) Auditor-<;enerul on ( ounO Assenbl) of Emtu ( at Loan and Mortg.ug.e (Memben) Schene Fun.l Iot
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Further, ownership documents for vehicles and properties were registered in the name of
member(s) only, contrary to provisions of Section 13(2) of Public Finance l\,'lanagemenl
(County Assembly of Embu) Car Loan and Morlgage (Members) Scheme Fund
Regulations, 2019 which states that in case of car loan, the log book of a vehicle subject
to a loan from the Fund shall be issued jointly between the Board and the member of the
Scheme and shall be kept in the custody of the officer administering the Fund until the
loan is repaid in full by the member of the Scheme. Section 13(3) further states that in
case of a mortgage facility, the Board shall have a charge registered on the property
financed through a loan granted under these Regulations and shall be entitled to have its
name entered in all documents of title for such property. ln addition, no valuation reports
and search documents for vehicles and properties were availed for audit review.

ln the circumstances, the Fund Management is in breach of the regulations and validity
and security of Kshs.126,064,316 outstanding loan balances as at 30 June, 2019 could
not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK IVIANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1Xa) of the Public Audit Act, 20'15, because of the significance
of the matters discussed in the basis for conclusion on Adverse Opinion section of my
report, based on the audit procedures performed, I confirm that internal controls, risk
management and governance were not effective.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

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

Report olthe Auditor-Generol on Coun+ Assenbly oI Enhu (-or Loan and Moasase lMenbers) Schene Fund lor
the Eighteen (18) Motuhs petiod ended 30 June, 2019

5



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

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

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditois report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 20'15 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 statemenls are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and pedorming the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 20'15 and submit
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the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control 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
County Assembly 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.

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

Conclude on the appropriateness of the management's use ofthe going concern basis
of accounting and, based on the audit evidenc€ obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the County Assembly Fund's ability to continue as a going concern or 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 flnancial 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 County Assembly Fund to cease to continue as a going
concern or to sustain its services.

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

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the County Assembly Fund to express an opinion on the financial
statements.
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. Perform such other procedures as I consider necessary in the circumstances.

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

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

Ga
AUDITOR.GENERAL

Nairobi
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I J.n 18 6.iJ21r

llrb lll -.t8(l

I IIir l8 Lrdger fecs duc i,.180

L\t)r 18
-..1110

I IIaI ltt ;..1811

I Jun 18 -.llJo

l-,ul-lli :..18(l

] \us lu
_..lll0

l-S(p- l8 -,lil0

l -O.F l il
_.1u0

I \rr- lS l,tilo

I l)c( ltl .,{ito

1-lxn l9 -.]lJU

I I tl, l') 1,920

I \lxr l9 ,:,1)20

',911)

I IIar'- 11.)

I lur l'l '.910

116,180

I'a8e 22 ol 2{
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' R('ports and Financial St{tcmcnts
lirr thc noriod of I ti months (rndcd June -10. 2{ll9

5 CT\SI T AND I]ANK I]AI,AN(]IiS
Namc of Bank, Account Number

2018 - 2019

Kshs

(:.\ll(:ir:t.d II(,rt8.g( .\cc,^ror Oi5(rr)(x1280l3 38,93?,211

( l.\ Ii Iok.rcst .\cc(rrr 070(r(xx)1ll:18 966,70t

'lotdl 39,903,913

6 (X"TSTANDING I-OAN I'AL{NCI.]S

I'rn'ciDal Rcpaid

\anes \\ rnlru (irkunsu 5.( )( )11.r l( x ) 1.661.875.6.1 u,ull{,I1.1

l}tniard Nr,!sa Kandn | .661 .87 5 _61 3.138,1:.1

5,(Xr0.000 1.661.IJ75.6.r 3.r38,1t+

lahih Kxnnn l\llus\r) 1.661.i175.6.r 3.138.1:{

I rcdnck \lrrgend: {;rrunr 5,(XXl,rn) 1.66r,875.6.r 3.',]3ll.l:.1

l,nrr (;rcllo\ r (iituoru I.661.i175.6.1 l.1llr.l2.t

lroc -\nn irhrthoni trluntht 5,0(rc,oolr 1.66t.1175.6.1 3.1lli.ll I

l,,d\ Ill^nn Ntu. 5.0o0.00o 1.66t,tt75 6.1 l.l lil. tl l

K,smsu I,)ho I l.r,vnl ;,(xru.({)r) 1.661,8ii.6.1 3,33i1.12.1

\lnrsarct I-r,ri Kifluk 5.0o0.011r) 1,661,tt75.6-l 3.331r.l].1

\1,(l,i(l ;\ld! liafl ukr l.6r,l.t\75 6.1 3.U3lt.l:.1

\l,rrris Nluchiri t.{usa 5.0o0.()tI) t.661,u75 61 3,3l8.llr

\lurrthr \;rpl hm 1.661.87;6.1 l.tlu. tt I

I'}irrkl Nt(ru \l[k.tr r a.o00.r)l)o I,661,U73.6-1 3,331J,t3+

l']rrrrck l{urcndo Ircn 5.O00.0r)o I .(,6 I .ll7 5.6.1 3.138.131

l)rul \hrchrngr \jtm 5.{)1)(),(Xll) l.66t,ul;6.1 3,33IJ.::.1

I)r'rcr \luruthr NIaga 5.t )( )l ).011) l.aal.8'5 6l 3,33ti.1l.l

Ro&rt Nriru lrcn 5,O0 .00i) 1.(i61.875.6.1 u.31lJ.t2.r

ll,,s.lll,qu,u l{tr)\ u. 5.00o.1)o0 1.661.893.u2 l.33U,l06

Srlcso Nicru Kmrru 5.(ll[).tx)0 1.661.875.6.1 l.3IJ.I] I

Ststlr Ilrrguru Nltnt 5.1100.{)o 1.661.815.6.1 1.118.1:.1

Srcrlr \\ rnre \lbLre, 5,Olll,rx)o l.(,61.1115.6.1 l.31ll.ll I

S((!( \luD.,r( Nlus(ndr 5,000,oo0 1.66r.875.6.r l.lllJ.ll.l

lll,rl)rrh Nd(lc\( Iitl)^r 5.01X).Our 1.682.6lJ8..12 l.l lr.l l:

Nctr1on Kanukr Nd\i,aa .{.1x)0,( )( )0 1,330,309.57

lohn Nqrrt NIl,akr l.rr3.65i 22
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(YJII}iTI ASSEMBLY OF EMRL] CAR & ]ITORTGAGE I-IINI)
$cprlrts rnd l'inancial Statcmcnts
Forli( ncriod of l8 months cnded.lunc 30. 2019

\irhrn KarrLrki ;.lx)i).t)00 1.-t7r.+:0 9u

lrltrh \\'urltn Nvrsr I ,519,179 .66
I \lrnin \lvinL, Krmxnr 5,( )0r1.01)0 l.6l I,ll2:.36 :r.3ut].1:rJ

lJl,1LI I\x,\ L,r u \/ rnul I,61l.83t.ta 1.1u8.17rJ

lirrr ti \\ rDt.r \lbLrrhr i.0l)o,o0ll 1.6 .1t22.26 3,3SrJ.118

Ilisrcrs i-..,nrrd Il\idrk 1.2rJo,997.r).1 :.7 t9.r)r:l

I Irrisdr S2minr Uurun 5.O00.(roo 1,600.27{).6fJ 3.399,129

,osrah iUururbr'l hlr*u l5.o0lr.(ro0 .1,791.15.1.08 10.:r)6.81r)

I'olh KrlqtntL \1r1i .1.001r,0o0 119,411.12 3.52(,,.15lt

l'].,rri.k \i(u \\asr +.(xx).olJl) 179.511.72 l.5lr).lin
18s,000,000.{,0 58,935,683.75 l2t,064,t16 .25

I 5::.5ie

l'agc'2J ol 2{
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