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Nyandarua County Assembly MCAs Car Loan And Mortgage Fund

Far the year gnded June 30, 2020

rts and Financial Statements

4 KEY ENTITY INFORMATION AND MANAGEMENT

Fund Administration Committee

ended 30" June 2020 were:

No. Designation
1. Speaker /Chairman
2. Fund administrator
3. Member
4, Member
5 Member
6. Member
d) Registered Offices
P.O. Box 720-20303
Assembly Chambers Building
Olkalou- Nairobi Highway
Olkalou, Kenya
e) nd Contacts
Telephone: (254)706116880
E-mail: clerk@assembly.nyandarua.go.ke

Website: www.nyandaruacountyassembly.go.ke

The principal activities of Nyandarua County Assembly Fund is to grant car loans and
Mortgages to the Members of the County Assembly elected the County Assembly of
Nyandarua at a rate prescribed by the Salaries and Remuneration commission

Nyandarua County Assembly MCAs Car loan and Mortgage fund is administered by a
ittee car loan and Mortgage fund committee. The key management personnel who
se the membership of the committee and who held office during the financial year

Name

James Ndegwa Wahome
Stephen Muriithi Wairimu
John Kieru Wambui
Kariuki Muchiri

David Munyeki

Nancy Mercy Njoki



Nyandarua County Assembly MCAs Car Loan And Mortgage Fund

eports and Financial Statements
For the year ended June 30, 2020

Fund Bankers

ntral Bank of Kenya

SBM Bank Limited
Head office Branch
P.O. BOX 34886-00100

Nairobi, Kenya

g) Independent Auditors

Office of the Auditor General
Anniversary Towers, University Way
P.O. Box 30084

GPO 00100

Nairobij Kenya

h) Principal Legal Adviser

State Law Office
Har: ec Avenue
P.O. Box 40112
City Square 00200

Nairobi, Kenya
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la County Assembly MCAs Car Loan & Mortgage Fund was established through

roval of the County Assembly, under Regulations 2015 and accordance with Public Finance

Act, 2012.

e Nyandar#a County Assembly MCAs Car Loan and Mortgage Fund initial capital consisted

appropriated by the County Assembly in the FY 2013/14 amounting to Kshs 131
rate as a revolving fund with annual increase from the Assembly’s budget based
d credit needs projections, funds available as well as repayments from the
In the FY 2014/2015, the fund grew with a further Ksh 74,000,000 and a further
) in the FY 2015/2016 totalling to Ksh 210,000,000 in the revolving fund.

Lj‘dcr review, Nyandarua County Assembly MCAs Car Loan and Mortgage Fund

rsements amounting to Ksh 1,000,000 as at June 2020 yiclding to a total loan

of Ksh 184,190,000
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Reports and

unty Assembly MCAs Car Loan And Mortgage Fund

Financial Statements
For the year gnded June 30,2020

3 REPORJ-OF THE FUND ADMINISTRATOR

Injthe FY 2019/2020, there was no further funding which was received as an appropriation

frgm the annual budget of Nyandarua County Assembly. The fund therefore opened with a

balance of Ksh 210,000,000. In the Financial year, the Management disbursed new loans valued

at|Kshs 1 Mil

lion as compared to the 42.39 Million disbursements in the previous year

representing alnegative 97.64% growth, with 39 members benefiting as at 30" June 2020.

Principal loan repayment from beneficiaries amounted to Kshs 44.563 Million, a rise from Kshs

39491 Million

received in the FY 2018/2019. At the close of the year, the Fund had outstanding

loans valued at Kshs 87.605 Million as outstanding loan and Kshs 122.394 Million cash

balance.

Finally, we are

is prerequisite

6|Pheec

confident the Fund will sustain the impressive performance to the future which

n meeting its goals and objectives of providing affordable loan products to the




andarua County Assembly MCAs Car Loan And Mortgage Fund
Reports and Financial Statements
For the yearended June 30,2020

4, MANAGEMENT DISCUSSION AND ANALYSIS

In| the year the Fund portfolio increased from Ksh 183.19 Million to Ksh 184.19 Million
.54 % growth rate. In terms of numbers, one new loans were disbursed as

ven disbursed in the FY 2019/2020.

representing

compared to

Inthe year the Fund did not receive any funds from the Exchequer while the entire amount in
tha Nyandarua County Assembly MCAs Car loan and Mortgage Fund was disbursed to
meambers on need basis. Interest Income earned from loans decreased from Ksh 4,742,225.12
in fhe FY 2018/2019 to Ksh 3,326,073.95 in the FY 2019/2020. In conclusion the Fund has
shawn steady growth in net worth from Kshs 131 Million in the first year of operation to Kshs

210 Million in the year under review.

7|Pa.gc




Nyandarua County Assembly MCAs Car Loan And Mortgage Fund

accordance with the standards and formats prescribed by the Public Sector
dards Board.

Fund in
ounting St

asonable and prudent judgements and estimates, in conformity with International
ounting Standards (IPSAS), and in the manner required by the PFM Act, 2012

as assessed the Fund’s ability to continue as a going concern and disclosed, as
applig¢able, matters relating to the use of going concern basis of preparation of the financial

The | ; ial statements were approved by the Board on “\ - 2020 and

Admipistrator of the County Assembly MCAs Car Loan and Mortgage Fund

8|Page
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REPORT OF THE AUDITOR-GENERAL ON NYANDARUA COUNTY ASSEMBLY
MCAs CAR LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2020

REPORT ON 'JHE FINANCIAL STATEMENTS

Disclaimer of Dpinion

| have audited /the accompanying financial statements of Nyandarua County Assembly

MCAS Car Loan and Mortgage Fund set out on pages 10 to 29, which comprise the

statement of ?l%ncial position as at 30 June, 2020, statement of financial performance,

statefnent of changes in net assets, statement of cashflows and statement of comparison
of budget and lactual amounts for the year then ended, and a summary of significant
accolinting policies and other explanatory information in accordance with the provisions

of Arlicle 229 c; the Constitution of Kenya and Section 35 of the Public Audit Act, 2015.

| do hot express an opinion on the accompanying financial statements. Because of the

significance of the matters described in the Basis for Disclaimer of Opinion section of my

repoft, | have not been able to obtain sufficient appropriate audit evidence to provide a

basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion

1. Errors in the Annual Reports and Financial Statements

A review of the financial statements revealed the following;

5] e namas of the Fund Administration Committee on page 3 are not accompanied
y their réspective passport size photographs and descriptions of each person’s
ate of bith, key academic/professional qualifications and work experience.

1.2 Note 1 tad the financial statements in respect of interest income has not been
nalysed to show the interest earned from car loan, mortgage or other investments
s required by the Public Sector Accounting Standards Board template.

1.3 Note 3 on cash and cash equivalents has not disclosed the name and account
umber of the bank account.

1.4 [The long-ferm receivables from exchange transactions balance of Kshs.87,605,134

ln the statement of financial position has not been categorized into current and long-
erm balances.

1.5 [There is fo provision for the follow up of auditor's recommendation on previous
H/ears' maitters.

Report of the Auditr-(}enera! on Nyandarua County Assembly MCAs Car Loan and Mortgage Fund for the year
endedB0 June, 202 |




In the circumstances, the financial statements do not comply with the International Public
Sector Accounting Standard No.1 on presentation of financial statements as prescribed
by the Public Sector Accounting Standards Board guidelines.

2. Interest Income

The statement of financial performance reflects interest income of Kshs.3,326,074 for the
year ended 30 June, 2020, and as also shown under Note 1 to the financial statements.
However, the interest earned from the amounts held in the savings and fixed deposit
accounts at SBM Bank Kenya have not been disclosed.

In the circumstances, the accuracy of the interest income of Kshs.3,326,074 for the year
ended 30 June, 2020 could not be confirmed.

3. Unsupported Fund Administration Expenses

The statement of financial performance reflects fund administration expenses of
Kshs.3,326,074 for the year ended 30 June, 2020. However, schedules or expenditure
statements from the administrator to support the balance were not provided for audit
verification.

In the circumstances, the accuracy of the fund administration expenses of
Kshs.3,326,074 for the year ended 30 June, 2020 could not be confirmed.

4. Cash and Cash Equivalents

The statement of financial position reflects cash and cash equivalents balance of
Kshs.122,394,866 as at 30 June, 2020. The amount is held at SBM Bank. However, the
balance was not supported with cashbooks, bank statements, bank reconciliation
statements and bank confirmation certificates.

In the circumstances, the accuracy of the cash and cash equivalents balance of
Kshs.122,394,866 as at 30 June, 2020 could not be confirmed.

5. Unsupported Long-term Receivables from Exchange Transactions

The statement of financial position as at 30 June, 2020 reflects long term receivables
from exchange transactions balance of Kshs.87,605,134. The amount is in respect of
principal loan balances held by the members. However, the schedule of loan holders does
not indicate for each member, the opening loan balance, subsequent interest and
repayments in the year and closing balance.

In the circumstances, the accuracy of long-term receivables from exchange transactions
of Kshs.87,605,134 as at 30 June, 2020 could not be confirmed.

6. Budgetary Control and Performance

The statement of comparative budget and actual amounts reflects final receipts budget
and actual on comparable basis of Kshs.3,326,074 and Kshs.3,326,074 respectively
resulting to a balanced budget.

Similarly, the actual expenditure reflects a balance of Kshs.3,326,074 against an
approved budget of Kshs.3,326,074 resulting to a balanced budget.

Report of the Auditor-General on Nyandarua County Assembly MCAs Car Loan and Mortgage Fund for the year
ended 30 June, 2020
2



ver, the comparisons could not be confirmed since the Fund did not prepare a
t as required by Regulation 29(2)(a) of the Public Finance Management (County
Gové@rnments) Regulations, 2015 which states that the accounting officer is responsible,
ensuring that all services which can be reasonably foreseen are included
and that they are within the capacity of her or his county government
entity during the financial year.

Consequently, the Management of the Fund was in breach of the law.
7. Fund Administrative Expenses

The statement of financial performance for the year ended 30 June, 2020 reflects Fund
administrative expenses of Kshs.3,326,074 representing 100% of the total approved
budget. This is €ontrary to Section 197 (1) (d) of the Public Finance Management (County
Govefnments) Regulations, 2015 which limits the administration costs of the fund to a

e Management of the Fund was in breach of the law.

velop Risk and Fire Management Strategy

REPORT ON | LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC

of the matters described in the Basis for Disclaimer of Opinion section of my report, | have
not beén able ta obtain sufficient appropriate audit evidence to provide a basis for my

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
VERNANCE

express a conclusion on the effectiveness of internal controls, risk management
and goyernance as required by Section 7(1)(a) of the Public Audit Act, 2015. Because of

Report ofjthe AuditorAGeneral on Nvandarua County Assembly MCAs Car Loan and Morigage Fund for the year
ended 30 r/um', 2020
3




the significance of the matters described in the Basis for Disclaimer of Opinion section of
my report, | have not been able to obtain sufficient appropriate audit evidence to provide
a basis for my audit 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 International Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and governance.

In preparing the financial statements, Management is responsible for assessing the
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 Fund or to cease operations.

Management is also responsible for the submission of the financial statements to the

Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2018.

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

Those charged with governance are responsible for overseeing the Fund's financial
reporting process, reviewing the effectiveness of how 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 Responsibilities for the Audit

My responsibility is to conduct an audit of Nyandarua County Assembly MCAs Car Loan
and Mortgage Fund financial statements in accordance with International Standards of
Supreme Audit Institutions (ISSAls) 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. However,
because of the matters described in the Basis for Disclaimer of Opinion section of my
report, | was not able to obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion on these financial statements.

In addition, my responsibility is 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

Report of the Auditor-General on Nyvandarua County Assembly MCAs Car Loan and Mortgage Fund for the year
ended 30 June, 2020
4



229(B) of the Constitution and submit the audit report in compliance with Article 229(7) of
the Constitutian. | also consider internal control, risk management and governance
sses and systems in order to give an assurance on the effectiveness of internal

provide a basis for an audit conclusion on lawfulness and effectiveness
resources, and on effectiveness of internal controls, risk management

, CBS

ruary, 20

Report of the Auditor-General on Nyandarua County Assembly MCAs Car Loan and Mortgage Fund for the year
ended 30 June, 2020
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Nyandarua County Assembly MCAs Car Loan And Mortgage Fund
Réports and Financial Statements
Far the year énded Junc 30, 2020

6. | FINANCIAL STATEMENTS

6.1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED

Public contributions and donations i}

Transfers fiom the County Government }

Fines, penaltics and other levies )

Revenue flj;m exchange transactions

Interest incdme | 3,326,074

4,742,225

Other income .

Total revenue 3,326,074 4,742,225

Xpenses
Fund administration expenses 2 3,326,074 4,742,225
Sfaff Costs

qeneral expenses — .

Hriance costyfbank Charges

Total ex;;nses - D 753,326,074 4,742,:’.25777
Other gains/losses
G%in/loss on disposal of assets 10 -

Surplus/(deficit) for the period - -
|

10| Pdge




Reports and Financial Statements
For the year ended June 30, 2020

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

ssets
Current assets

Cash and cash equivalents 3 122,394,866 78,831,395
n-current assets
roperty, plant and equipment _ - -

Iftangibleassets | - |-
Lbng term regeivables from exchange transactions | 4 87,605,134

Total assets 210,000,000.00 210,000,000.00
Liabilities

Net assets
Révolving Fund | | 210,000,000 | 210,000,000
Reserves - -
Agcumulated surplus _
Teotal net assets and liabilities 210,000,000 210,000,000

The hccounting policies and explanatory notes to these financial statements form ap integral
part of the finandial statements. The entity financial statements were approved on [ ! [ 2 ?[

2020 and signed by:

Administrator of the Fund Fund Accountant
Stephen Muriithi Wairimu Dominic Chege Wacera
ICPAK Member Number: 15593

11| Phge




Balance as a 1

July 2016

| 210,000,000

210,000,000

S plus/(deﬁﬁEt) for the
period

Fuhds received during the

1,

Revaluation gain

Balance as at 30 June 2017

210,000,000

210,000,000

Balance as at 1

July 2017

210,000,000

210,000,000

lus/(deficit) for the

od

FEak

s received during the

Relaluation gain

Balance as at 30 June 2018

210,000,000

210,000,000

Bal nce as at 1

July 2018

210,000,000

210,000,000

rt\lus/(def'clt) for the

Funds received
yea

during the

Rcv luation ga*n

Bal%u:e as at 3

June 2019

210,000,000

210,000,000

Bal;;]ce as at 1

July 2019

210,000,000

210,000,000

perigd

Surlilus/(deﬁci? for the

Funds received
year

Eurmg the

Revéuatlon gaﬁ

Balance as at 3

June 2020

210,000,000

210,000,000

12|P3ge




Nyandarua County Assembly MCAs Car Loan And Mortgage Fund

Reports and Financial Statements

For the year énded June 30,2020

ENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2020

Cash flows from operating activities
Receipts )
Public co;nributions anaa_{)_nations - - -
Transfers from the C(')u_ﬁ_t_y-Goverr_lm;? | - -
Ifterest received 3,326,074 4,742,225
Receipts from other operating activities - =

Tobtal Receipts 3,326,074 4,742,225
Payments

Find adminiration expenses . R6TA (47005

neral expenses | | o N B

Fi}uance cost

Total Paymehts 3,326,074 4,742,225

N}t cash flows from operating activities -0.00 -0.00

C]sh flows from investing activities

Pichase of property, plant, equipment and 8 .
intangible asséts

Priceeds from sale of property, plant and = -

equipment

%c&eds from! loan principal repayments 7 44,563,477717 ) if).420,8§1 B
Lohn disbursements paid out | -1,000,000 -42,390,000
Net cash flows used in investing activities 43,563,471 -2,889,169
Cash flows froam financing activities

Praceeds from revolving fund receipts

Additional borrowings

Reﬂayment of borrowings

Net cash flows used in financing activities & =

| Nefincrease/(decrease) in cash and cash 43,563,471 | -2,899,169
equivalents - B

Cash and cash &quivalents-ai-.ll:l-LY— - 78,831,395 81,239,670

Cash and cash equivalents at 30 JUNE 122,394,866 78,831,395

Ak b,
Admidistrator of the Fund Fund Accountant
Stepheén Muriithi wairimu Dominic Chege Wacera

13|Pdge
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Nyandarua County Assembly MCAs Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

6.5 STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
FOR THE PERIOD ENDED 30" JUNE 2020

ublic contributions

13326074 | 074

13,326,074

3326074 | - | 100%

Total incomle 3326074

3,326,074

ﬂxpenses |

Fund admini&tra[ion 3,326.074 3.326,074 3,326,074 - 100%
expenses

Staft costs . = = = =

o

eneral expenses - - - -

-

Finance cost| &
Total expenditure 3,326,074 3,326,074 3,326,074
Sr rplus fo?fhe period | = 5 =

100%

Adnl'?istrator ofﬁhe Fund Fund Accountant

Stephen Muriithi| Wairimu Dominic Chege Wacera
‘ ICPAK Member Number: 15593

14|Phee |




Forithe year ended June 30, 2020

6.6, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Statement of compliance and basis of preparation

ThelFund’s financial statements have been prepared in accordance with and comply with
Intetnational Public Sector Accounting Standards (IPSAS). The financial statements are
prei:;cd in Kehya shillings, which is the functional and reporting currency of the Fund. The
accaunting poli¢ies have been consistently applied to all the years presented.

Thelfinancial sfatements have been prepared on the basis of historical cost, unless stated
othetwise. The cash flow statement is prepared using the direct method. The financial
statements are prepared on accrual basis.

2. Adoption of new and revised standards

a) %ew and amended standards and interpretations in issue but not yet effective in the

ar ended 30 June 2020
Standard Effective date and impact:
IPSAS 40: Public Applicable: 1*" January 2019:
Sector The standard covers public sector combinations arising from
Combinations exchange transactions in which case they are treated similarly with

IFRS 3(applicable to acquisitions only) Business combinations and
combinations arising from non exchange transactions which are
covered purely under Public Sector combinations as amalgamations.

b) Eiirly adopt*m of standards

The entity did not early — adopt any new or amended standards in year 2019.

15/Pdge




Nyandarua County Assembly MCAs Car Loan And Mortgage Fund

Reports and
Forithe year end

nancial Statements

ed June 30, 2020

ARY

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3. Revenue recognition

i) Revenue fram non-exchange transactions

I'rahsfers from other government entities

Revénues from hon-exchange transactions with other government entities are measured at fair
valug and recoghized 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 relatedito the asset will flow to the entity and can be measured reliably.

ii) Revenue from exchange transactions

Interest income

Interest income lis accrued using the effective yield method. The effective yield discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount. The method applies this yield to the principal outstanding to determine
interést income &ach period.

4. dget information

The entity’s bu

et is prepared on a different basis to the actual income and expenditure

disclgsed in the financial statements. The financial statements are prepared on accrual basis
usinga classification based on the nature of expenses in the statement of financial performance,
whergas the budget is prepared on a cash basis. The amounts in the financial statements were

recasf from the a
basis jas the app

budgét and actua
In addition to th

made for differe
the financial state

16| P §
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rual basis to the cash basis and reclassified by presentation to be on the same
oved budget. A comparison of budget and actual amounts, prepared on a

is to the approved budget, is then presented in the statement of comparison of

amounts.

tliBasis difference, adjustments to amounts in the financial statements are also

es in the formats and classification schemes adopted for the presentation of
ments and the approved budget.




Nyandarua County Assembly MCAs Car Loan And Mortgage Fund
Reports and Financial Statements
For the year entled June 30, 2020

ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a non-exchange transaction is their fair value at the date of the exchange.
recognition, intangible assets are carried at cost less any accumulated
accumulated impairment losses. Internally generated intangible assets,

Initial recognition and measurement

Finangial assets wWithin the scope of IPSAS 29 Financial Instruments: Recognition and
Measurement are glassified as financial assets at fair value through surplus or deficit, loans and
receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate.
The Entity determiines the classification of its financial assets at initial recognition.

Loans and receivables

Loansjand receivables are non-derivative financial assets with fixed or determinable payments
not quoted in an active market. After initial measurement, such financial assets are
subsequently meaured 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 feks or costs that are an integral part of the effective interest rate. Losses arising from
impairment are re¢ognized in the surplus or deficit.

17|P4ge




ty Assembly MCAs Car Loan And Mortgage Fund
Reports and Financial Statements
For the year enfled June 30, 2020

SU ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Held-to-maturit

Non<fierivative financial assets with fixed or determinable payments and fixed maturities are
classified as held to maturity when the Entity has the positive intention and ability to hold it to
ity. 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
count any discount or premium on acquisition and fees or costs that are an integral part
of th¢ effective ihterest rate. The losses arising from impairment are recognized in surplus or

ancial assets

f financial assets is impaired. A financial asset or a entity of financial assets
paired if, and only if, there is objective evidence of impairment as a result
ents that has occurred after the initial recognition of the asset (an incurred
at loss event has an impact on the estimated future cash flows of the financial
of financial assets that can be reliably estimated. Evidence of impairment
llowing indicators:

» Observable data indicates a measurable decrease in estimated future cash flows (e.g.
chinges in arrgars or economic conditions that correlate with defaults)

lus or deficit or loans and borrowings, as appropriate. The Entity determines
f its financial liabilities at initial recognition.

All fifancial liabilities are recognized initially at fair value and, in the case of loans and
borrowings, plus directly attributable transaction costs.

nd borrowing

itial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method. Gains and losses are recognized in surplus

ed cost isicalculated by taking into account any discount or premium on acquisition
or costs that are an integral part of the effective interest rate.

18|P4ge




Nyarwlarua County Assembly MCAs Car Loan And Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

SUN**[ARY OFE SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

8. Inventories

Inventory is measured at cost upon initial recognition. To the extent that inventory was received
throu nge transactions (for no cost or for a nominal cost), the cost of the inventory
is its fair value at'the date of acquisition.

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

ition, inventory is measured at the lower of cost and net realizable value.
tent that a class of inventory is distributed or deployed at no charge or for a

cost.

Net rdalizable value is the estimated selling price in the ordinary course of operations, less the
estimdted costs of completion and the estimated costs necessary to make the sale, exchange, or
distriBution.
Invenfories are r

ordindry course of operations of the Entity.

9. Provisions

result

The eXxpense relating to any provision is presented in the statement of financial performance
net of lany reimbursement.

Contingent liabillties

The Entity does nbt recognize a contingent liability, but discloses details of any contingencies
in thel notes to the financial statements, unless the possibility of an outflow of resources
embodying economic benefits or service potential is remote.

19|Phge




Reports and Finincial Statements

Nyandarua County Assembly MCAs Car Loan And Mortgage Fund
d June 30,2020
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ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

tity does not recognize a contingent asset, but discloses details of a possible asset whose
ce is contingent on the occurrence or non-occurrence of one or more uncertain future
not wholly within the control of the Entity in the notes to the financial statements.
Conti gent asset§ are dsscssed continually to ensure that developments are appropriately

ic benefits or service potential W11I arise and the asset’s value can be measured reliably,
et and the related revenue are recognized in the financial statements of the period in
whichl the changg occurs.

ture and purpose of reserves

The Entity creatés and maintains reserves in terms of specific requirements. There were no
reseryes held forthe fund as at 30" June 2019

11. Changes in dccounting policies and estimates

The Entity recoghizes the effects of changes in accounting policy retrospectively. The effects
of changes in atcounting policy are applied prospectively if retrospective application is
imprdctical.

12. Employee bénefits — Retirement benefit plans

The Entity provites retirement benefits for its employees and directors. Defined contribution
plang are post emiployment benefit plans under which an entity pays fixed contributions into a
sepafate entity (a fund), and will have no legal or constructive obligation to pay further
contributions nf ¢ fund does not hold sul‘ﬁcwnt assets to pay all cmp!oyec bencl'ls relating to

Defuts cntlﬁcd are recovered through lump sum payments or increased future
contfibutions on|proportional basis to all participating employers. The contributions and lump
sum payments réduce the post-employment benefit obligation.

13. Foreign currency transactions

Transactions in foreign currencies are initially accounted for at the ruling rate of exchange on
the date of the fransaction. Trade creditors or debtors denominated in foreign currency are
ed at the statement of financial position reporting date by applying the exchange rate on
ate. Exchahge differences arising from the settlement of creditors, or from the reporting
of creditors at rates different from those at which they were initially recorded during the period,
are recognized as income or expenses in the period in which they arise.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
sts

arc capitalized against qualifying assets as part of property, plant and
orrowing costs are capitalized over the period during which the asset is being
tructed and borrowings have been incurred. Capitalization ceases when

figured to gonform to the required changes in presentation.

vents after the reporting period
Thefe were no material adjusting and non- adjusting events after the reporting period.
19. Ultimate and Holding Entity

Thelentity is a County Public Fund established by PFM Act 2012. Its ultimate parent is the
County Government of Nyandarua.

20. |Currency

The financial s%tcmenls are presented in Kenya Shillings (KShs).
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ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

21. Significant jadgments and sources of estimation uncertainty

of the Entity's financial statements in conformity with IPSAS requires
nake judgments, estimates and assumptions that affect the reported amounts
inses, assets and liabilities, and the disclosure of contingent liabilities, at the

ing period. However, uncertainty about these assumptions and estimates could

s that require a material adjustment to the carrying amount of the asset or
in future periods.

avall ble when [the consolldalcd financial statements were prepared.

stances

> }+vailabilily
“hanges in t
risions

Proy

isions were
able. Addit

Pro

aval

——

isions are
pbligation
trial.

Prov
the
maty
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ssumptions — The key assumptions concerning the future and other key

s of estimation uncertainty at the reporting date, that have a significant risk of causing a

nt to the carrying amounts of assets and liabilities within the next financial

However, existing
i assumpt1ons about future developments may change due to market changes

umstanceg arising beyond the control of the Entity. Such changes are reflected in the
n they occur. IPSAS 1.140.

residual values

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

future use and value from disposal:
e condiliolp of the asset based on the assessment of experts employed by the Entity

f the asset, its susceptibility and adaptability to changes in technology and

he nature of the processes in which the asset is deployed
of funding to replace the asset

hc market in relation to the asset

raised and management determined an estimate based on the information

onal disclosure of these estimates of provisions is included in Notes

asured at the management's best estimate of the expenditure required to settle
the reporting date, and are discounted to present value where the effect is



Nyangarua Coulity Assembly MCAs Car Loan And Mortgage Fund

nges in foreign currency. The Fund’s overall risk management programme
ictability of changes in the business environment and seeks to minimise the
effect of such risks on its performance by setting acceptable levels of risk.
ot hedge any risks and has in place policies to ensure that credit is only
mers with an established credit history.

ial risk management objectives and policies are detailed below:

nd has exposure to credit risk, which is the risk that a counterparty will be unable to pay
ts in full when due. Credit risk arises from cash and cash equivalents, and deposits with
banksg, as well asitrade and other receivables and available-for-sale financial investments.

rience and other factors. Individual risk limits are set based on internal or
al assessment in accordance with limits set by the directors. The amounts presented in
tement of financial position are net of allowances for doubtful receivables, estimated by
mpany’s management based on prior experience and their assessment of the current

mic environment.

rrying ampunt of financial assets recorded in the financial statements representing the
’$ maximui exposure to credit risk without taking account of the value of any collateral
obtained is made up as follows:

TS
19}
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30 June
Receivables from exchange transactions - |
Receivables from non exchange 87,605,134 131,168,605
transactions
Bank balanc 122,394,866 | 78,831,395
Total 210,000,000 210,000,000
30 June 2019 -
Rcccivablcs?:om exchange transactions -
Receivables #’rom non cxchange 131,168,605 131,168,605
tehnsactions
Bank balancds 78,831,395 78,831,395 .
Total 210,000,000 210,000,000 ]
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ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

SuU

¢) Market risk

The Board has put in place an internal audit function to assist it in assessing the risk faced by
the ehtity on an ongoing basis, evaluate and test the design and effectiveness of its internal

MarkKet risk is the risk arising from changes in market prices, such as interest rate, equity prices
and fbreign exchange rates which will affect the entity’s income or the value of its holding of
finangial instruments. The objective of market risk management is to manage and control
market risk expbsures within acceptable parameters, while optimising the return. Overall
respansibility fof managing market risk rests with the Audit and Risk Management Committee.
The [Fund’s Figance Department is responsible for the development of detailed risk
mandgement policies (subject to review and approval by Audit and Risk Management
Compmittee) and for the day to day implementation of those policies.

has been no change to the entity’s exposure to market risks or the manner in which it
ges and measures the risk.

reign currency risk

ntity has tfansactional currency exposures. Such exposure arises through purchases of
and services that are done in currencies other than the local currency. Invoices
inated in [foreign currencies are paid after 30 days from the date of the invoice and
rsion at the time of payment is done using the prevailing exchange rate.

arrying amount of the entity’s foreign currency denominated monetary assets and
tary liabilities at the end of the reporting period are as follows:

The Fund manages foreign exchange risk form future commercial transactions and recognised
assci and liabilities by projecting for expected sales proceeds and matching the same with

expected payments.
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ARY OIJ-SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencg sensitivity analysis

ollowing tai:e demonstrates the effect on the Fund’s statement of financial performance
on applying the sensitivity for a reasonable possible change in the exchange rate of the three
main transaction | currencies, with all other variables held constant. The reverse would also
occurlif the Kenya Shilling appreciated with all other variables held constant.

Euro ? S 10%

usb T 10%

2019 T

Eub | 10%

usb ' 10%
ii. Interest rate risk

Intere$t rate risk i the risk that the entity’s financial condition may be adversely affected as a
resultjof changes iin interest rate levels. The company’s interest rate risk arises from bank
deposits. This exiioses the Fund to cash flow interest rate risk. The interest rate risk exposure
arisesimainly from interest rate movements on the Fund’s deposits.

Management of interest rate risk

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

Sensitivity anaiysi‘s

ity analysis for interest rate risk assumes that all other variables, in particular foreign
ge rates, rémain constant. The analysis has been performed on the same basis as the

car.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d) Capital risk management

conti

Revaluation re

Rewblving fund | 210,000,000 210,000,000
Acdimulated sgrplus | | | -
Tofal funds | 210,000,000 210,000,000
Total borrowings

Lest: cash and Hank balances 122,394,866 78,831,395
Netldebt/(excess cash and cash 87,605,134 131,168,605
equivalents) |

Geding | [ emsw| | 1eeew
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6.7. | NOTES '}0 THE FINANCIAL STATEMENTS

1. Imterest incame

. |
Intérest income from loans(mortgage
or ¢ar loans

3,326,074
3,326,074

4,742,225
4,742,225

Total interestincome

ministration Expenses

Bank Charges/administration expenses 3,326,074 3,326,074
Total | 3,326,074 3,326,074

3. sh and cash equivalents

Fixad deposits dccount

On 4 call deposits
Curqt:nt account 122,394,866 78,831,395

Olh%rs -
Total cash and%cash equivalents 122,394,866 78,831,395

T
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NOTES TO TI%E FINANCIAL STATEMENTS (CONTINUED)
|

4. Receivables }lrom exchange transactions

Non Current receivables
Eabiird ot bt 114 | | bttt S _ . S —— e |
Long term loan repayments due 87,605,134 131,168,605
Total Non current receivables

87,605,134 131,168,605
Total receivables from exchange transactions 87,605,134 131,168,605
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