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Car Loan and Mortgage Fund
Statements

June 30,2020

INFORMATTON AND MANAGEMENT

a) Background rmation

Kisii County
authority and

y Members' Loan and Mortgage Fund is established by and derives its
lity from Kisii County Assembly Members' Loan and Mortgage Fund

Act, 2014. The
Kenya.

is wholly owned by the County Government of Kisii and is domiciled in

The object and purpose of the fund is to enable loans and mortgages to be advanced to

Kisii County
Reports and
For the year

members and
Remuneration

Section I 16 of
Committee

ioa-n and

The principal
Members of

Executive and the County Assembly. Subsection 7 requires the administrator of the
County public
Getterai.

to prepare accounts for each financiai year and submit them to the Auditor

Arising from the above mentioned provisions and as advised by the Salaries and Remuneration
Commission (S ) on the benefits to be enjoyed by the members of the County Assemblies,
vide i:ircuiar ref;
Committee Mem

SRC/TCICGOV1'/3/16 dated 2TthNovembcr, 2013, the I(isii County Executive

of the Kisii County Assembly as maybe prescribed by the Salaries and
(sRC)

Public Finance Management Act, 2017- empowers the County Executive
for Finance to establish County Public Funds with approval of the County

for Finance and Economic Planning authorised the establishment of the Car
scheme fund wittr the apprcval of County Assembly in April 2014- Chase

vity/mission/ mandate of the Fund is to provide Mortgages and Car loans to
County Assembly and Staff.

Bank (K) was appointed the first administrator of the Fund. Currently State Bank of
Mauritius (SBM BANK) is the administrator of the Fund after Chase Bank Ltd went under
Receivership in 20t6.

b) Principal vities

c) Board of nd Administration Committee

The Kisii Assembly Members' Loan and Mortgage Fund Act, 2014, provides for the
establishment o a Loan and Mortgages Management Committee which shall be responsible for
the general stration and management of the affairs of the fund.

PositionRef Name Designation
Hon. Timo thy Ogugu Leader of Maiority Party ChairpersonI

2 Hon James Ondari Leader of Minority Party Vice chairperson
J Hon. Rispe r Onguti MCA Member

Member4 Hon. Eric. anganya MCA
Member5 Dr. Carren Nyangweso CASB Member

2lPagc
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Kisii County Assembly Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2020

6 Mr. James Nyaoga Clerk Secretary

7 Mr. Moses Ratemo Senior Accountant Member

8 Ms. Jane Kigo Senior Hansard
Communication Officer

and Member

9 Mr. Abel Nyamweya Liason Officer Member

d) Key Management

Ref Name Position
'|
( Ms. Jackline Kinyanjui Fund

Administrator
(Branch Manager
SBM Bank)

2 . Mr. Dennis Aamba I Fund Accountant
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e) Registered

P.O. Box 4552-
Old Municipal
Kisii - Kilgoris
Kisii, KENYA

0 Fund

Telephone: (254 0208029160
E-mail:
Website: www

g) Fund

bly Car Loan and Mortgage Fund
Statements

June 30,2020

ke

2.

h)I
Auditor General
Office of the
Anniversary
P.O.Box 30084
GOP 00100
Nairobi, Kenya

i) Principal

The Attorney
State Law
Harambee
P.O. Box 40112
City Square
Nairobi, Kenya
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Kisii County Assembly Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30r 2020

2. THE BOARD OF TRUSTEES (or any other corporate governance body for the Fund)

Name Details of qualifications and experience

l. Insert each Trustee's
passport-size photo and name

Provide a concise description of each Trustee's date of
birth, key academic and professional qualifications and
work experience.

lndicate whether the trustee is independent or an executive
director and which committee of the Board the trustee
chairs where applicable.

2. Trustee 2

3. Trustee 3

4. Trustee 4

5. Etc.
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3. STA
PRED

Introduction

Section 164 (2) (
financial year,
Government

Car Loan and Mortgage Fund
Statements

June 30,2020

OF PERFORMANCE AGAINST COUNTY ENTITY'S
OBJECTIVES

of the Public Finance Management Act,20l2 requires that, at the end of each

Accounting officer when preparing financial statements of each County
Govemment entities in accordance with the standards and formats prescribed

by the Public Accounting Standards Board includes a statement of the county government
against predetermined objectives.entity's

The Kisii Assembly Car Loan and Mortgage Fund Management was not able to
programme and for any development activities in the FY 201912020. This is because

discussions for on utilization of 39lo interest accruing from the disbursed loans and interest
on idle funds are

the first quarter o

of Understanding

The management is optimistic that the discussions will materialize in
the rrext Financial Ycar and this shall necessitate revision of the Memorandum

6jeagc



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

4. MANAGEMENT TEAM

Name Details of qualifications and experience

l. Ms. Jackline Kinyanjui Fund Administrator (Branch Manager SBM
Bank)

2. Mr. Dennis Aaamba Fund Accountant

Tll'}age
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5. BO

Members of

Signed

Name
-[rvt

CHAIRPERSON'S REPORT

The F Statements of the Kisii County Assembly Members' Loan and Mortgage Fund
was prepared
lntemational

accordance with the Accrual Basis of Accounting Method under the

Sector Accounting Standards (IPSAS) and in compliance with Section
107 andl49 Public Finance Management Act, 2012

The principal ve and purpose of establishing the fund was to enable members of the
County y and Staff to acquire Car loans and Mortgage facilities. This would better
their and Social welfare and improve on Service Delivery in their line of duty. The
Salaries and Commission (SRC), through gazette notice No. 6516 dated 7th

July,2017 guidelines on the benef,rts to be enjoyed by each member. [t allowed
County Assembly a maximum Car loan of upto Kshs. 2 Million and a

Mortgage not exceeding Kshs. 3 Million. However, the commission reviewed this
arrangement
advised that

allowed merging of the Car loan and Mortgage benefit for MCAs and

benefits could be consolidated as one and be capped at Kshs. 5 Million for
purchase ofa Car and/or Mortgage facility. This was through Circular Ref. No:

13 I 6l I 49(46) dated I 3 December, 2017 .

In this Assembly, the Management of the Fund has cumulatively advanced a total of
Kshs. 351,6 00 Car Loan and Mortgage funds to its Members. As at the Financial Year

2020 all the County Assembly Members including the Speaker hadended 30th,

benefited
srnoothly

this Facility. We are glad that the Recovery process has been going on

leaving
almost 52o/o of the loans disbursed (Kshs 782,842,832) has been recovered
168,827,168 outstanding. [t is our belief that this balance shall be cleared

before the of the current members' term in the Year 2022.

Further, the Management Committee is deliberating on possible modalities of ensuring
that of staff start benefiting from this facility in the coming Financial Year.

mbly Car Loan and Mortgage Fund
I Statements

June 2020

11 1 OGOIU
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Kisii County Assembly Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

6. REPORT OF THB FIJND ADMTNISTRATOR

We entered into a Memorandum of Understanding with the Kisii County Assembly Service
Board on 6th December 2017 after a series of meetings. During that period i.e. from 2013 to
2017, we disbursed Kshs. 260 million to 72 members of County Assembly. By the time we were
disbursing the loans, nearly all members of County Assembly did not qualify for full amounts
because enough seed money was not deposited with the bank as the Assembly appeared to have
funding challenges. This explains the fact that only Kshs. 260 million was disbursed to MCAs as

opposed to Kshs. 360 million that would have allowed disbursement of Kshs. 5 million to each

MCA as per the SRC guidelines then.

By August 2017, all loans had been fully repaid. We did not face any challenges in recoveries
save for the fact that the bank (Chase Bank Ltd) was put under receivership in April 20l6.ln the

month of September 20l7,the County Assembly Service Board asked for a full refund of Kshs.
260 million from the bank. During this period, the bank was under receivership and such refund
would not have been possible. A number of meetings were held between the Bank, The Receiver
Manager and the Kisii County Assembly Service Board. Subsequently, with the concurrence of
the Central Bank of Kenya, funds were availed to the tune of Kshs. 336 million for disbursement
to the MCAs. This was not enough and once again the Assembly could not provide enough funds
to be disburse to all MCAs.

On our part we ensured that all loans were insured. Recoveries have been consistent and up to
date.

Signed tMr01

Name: uAtku0s lltcyAu'ltt t

SBM Bank.
\\(EN

(f
KISII
KB

*

(
3
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other Public
other public

allowed all the
facility of Kshs
365 Million at
April 2014 tc
disburses loans

Kshs. 40 Mill

bly Car Loan and Mortgage Fund
cial Statements
June 30,2020

7. CORPORA GOVERNANCE STATEMENT

The Salaries Remuneration Commission pursuant to the Circular Ref No
SRC/ /13 Vol. III (128) on "Car loan and Mortgage Scheme for State Officers and

of Govemment of Kenya" (SRC Guidelines) enabled state officers and
to benefit from Government funded loans to purchase cars and &cc€SS 

I

mortgage Pursuant to the above Circular, the County Assembly entered into an
Agreement with
Scheme Fund by

Chase Bank Limited in April 2014, to facilitate the administration of the
Bank. Llnder the agreement, the County Assembly would provide a pool of

Funds to the (Scheme Fund) and the bank would assist the County Assembly in disbursing
loans from the to qualifying beneficiaries subject to qualification criterion.

Initially the Asserrrbly could not afford to raise enough seed capital that would have

I members of the County Assembly and the speaker enjoy a maximum loan
Million each at once. This required the Assernbly to instantly source for Kshs.
time. Nevertheless, the Assembly managed to raise Kshs. 30 Million on 2Eth

off the operations the Tt agrecd therefore, that the Bankof Fund. was

members on a First Come First Served basis as the Assembly sought to grow
the Fund over time. i-his was done in instalments of Kshs. '/0 Miliion in ivlay 2014,

in July 2014. Kshs. 40 Million in September 2014, Kshs. 50 Million in
October 2014,
Kshs.30 Million
2019.

20 Million in March 2015, Kshs. l0 Million in February '2016,

ivlay 2018, Kshs. 25 Million in January 2019 and l(shs. 25 Million in April

Unfortunately, 7th April, 2016 Chase Bank was put under receivership by Central Bank of
Kenya. By this
Central Bank of

our seed capital had grown to Kshs 260Million. On27th April, 2016 the
ya allowed Chase Bank to Re-open as Chase: Bank in receivership (tR), with

full support of Deposits Insurance Corporation (KDIC) and Kenya Commercial Bank (K)
noting that during this period all Members of the County Assembly hadLimited. It is

acquired loan and the fund managers were labouring to ensure that the recovery process

was The loans given out were insured. When the first term of the Assembly l

lapsed in A 2017 all loans of Kshs. 281,313,391 given out to Members had been

successfully by May 2017

The County bly renewed the Memorandum of Understanding (MOU) with Chase Bank in
Receivership
circumstances

took effect on 6ft December 2017. This was done under very difficult

a Chase (K) Ltd was in Receivership and our seedcapitalof Kshs. 260 Million was

held
their

a The
scheme.

Moratorium. Customers were allowed to access only Kshs. 1 Million from

Assembly could not manage to raise instant seed money to start off a new

10 1['age



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

o New Members of the County Assembly had been elected in August 2017 and they
urgently needed funding.The fact that loan repayment is pegged on a term (5 years),any
time lost was to members' disadvantage. They therefore, exerted so much pressure on the
County Assembly Service Board to expeditiously look for a solution.

Several meetings and lengthy deliberations involving H.E The Governor of Kisii County, The
County Assembly Service Board, Members of the House Leadership,and Representatives from
Central Bank of Kenya (CBK), Kenya Commercial Bank (KCB), and Chase Bank (IR) were held
in a bid to seek a sustainable solution to this problem. Ultimately, the Central Bank of Kenya
(CBK) agreed to support Chase Bank (IR) to avail funds to the tune of Kshs. 366 Million for
disbursement to the Members of the County Assembly. This led to the signing of the new MOU.

The Governor, Central Bank of Kenya through Gazette notice number 6833 of 6th July,20l8
notified the public of the approval by the Cabinet Secretary for National treasury and planning,

and Kenya Deposit [nsurance Corporation (Receiver manager cf Chase bank (K) Ltd (lR)) of the
transfer of certain assets and certain liabilities to State Bank of Mauritius (SBM). The
acquisition. tm-nsfer anr!. assumption took effect on the iTth August, 2018. In this regard, all
assets and liabilities granted to Members of the County Assembly under the "Principal
Agreement" between Chase Bank (lR) and Kisii County Assembly were transferred to SBM
Bank Kerrya and continued to have the same effect and force as was the case with Chase Bank
(IR).

11 lPage
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8. MANAG

When SBM
Mortgage
which was

June 30, 2020

DISCUSSION AND ANALYSIS

took over the Management of the Kisii County Assembly Car Loan and

it inherited three (3) bank accounts that had been opened by Chase Bank (IR)
Receivership. It consolidated them to one Account namely Kisii County

had not benefited because she had a pending election petition in court. This
loans disbursement from Kshs. 348,670,000 as at June 2019 to Kshs.

June 2020. A total of Kshs. 83,267,566 loan recoveries were made during the

Assembly, Mo and Car Loan Fund a/c. Number 02509101001.The Accounts held total
deposits of Ksh. 90 Million.

The three (3) it accounts had balances as follows;

Kshs. 50 Mill was later added to make the 'I'otal Deposits as Kshs. 340 Million
deposited on 3010112019 and another deposit of Kshs. 25 million on(Kshs. 25 mil

rs/04t2019).

Note that Kshs. 260 million was held by Chase Bank limited as at the time it was put under

receivership in 20l6.Only Kshs. 1 million could be withdrawn from each of the 3 accounts

at that time Kshs. 257 Million was held under moratorium and according to SBM
Bark 25o/o of
(KDrc).

(Kshs. 64,250,000) is stilt held by Kenya Deposit lnsurance Corporation

In the F Year ended June 30,2020 the Assembly advanced Kshs. 3 million to one

member who
increased the
351,670,000 as

TOTAL
BALANCE

OFDATE
DEPOSIT

A COUNT NO.

100 Million

1. 025209610t002 2810412014

060512014

90 Million

0v0712014

24/0912014

3Ut0/2()14

AMOUNT
(KSH)

30 }lillion

70 Million

40 lv{illioir

40 Million

50 Mrllion

'02i209101003

60 Million

025?.096101001 20 Ir{iilion

10 Million

30 Million

t

290 Million1

II

'otal Deposit held
r lien

271A312.015

08/0212016

07105120"8
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Kisii County Assembly Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

year under review raising the recoveries to Kshs. 182,842,832(54%\ to date.This leavesan

outstanding loan balance of Kshs. 168,827,168(46%) as at June 30,2020.The recovery process

has been smooth and all loans are projected to have been recovered by May 2022.

13['agc
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9. CORPO SOCIAL RESPONSIBTLITY STATEMENT/SUSTAINABTLTTY

The quest for The Kisii County Assembly Car Loan and Mortgage Fund Management to

initiate Social Responsibility with a positive impact to Society has been hampered

by lack Resources. According to the Signed MOU, all interest accruing out of the

disbursed (Kshs. 6,4L5,715 in FY 201912020) is utilised by the Fund Administrator as

admi ve expenses. Discussions for review on utilization of 3% interest accruing from

the loans and interest on idle funds are ongoing. The management is optimistic that
the will materialize in the flrrst quarter of the next Financial Year and this shall
necess revisiorr of the Memorandum of Understanding accordingly.

G
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Kisii County Assembly Car Loan and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2020

IO. REPORT OF THE TRUSTEES

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

June 30, 2020 which show the state of the Fund affairs.

Principal activities

The principal activities of the Fund are to enable members of the County Assembly and Staff to
access mortgages and car loans as may be prescribed by the Salaries and Remuneration
Commission.

Results

The results ofthe Fund for the year ended June 30, 2020 are set out on pages [8-23

Trustees

'fhe members of the Board of Trustees who served during the year are shown on pages 2 and 3

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 2015.

By

Member of the Board

Date atlll?o2"

15 lPage
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11. STA

Section 167 of
financial year,
Assembly
the Fund in
Accounting Board

The
the Fund's
for and as at the
maintaining
effective
disclose with
implementing
the financial
to error or
accounting

The
statements,

is of the

records

attention of the
the next twelve

bly Car Loan and Mortgage Fund
ancial Statements

June 30, 2020

OF MANAGEMENT'S RtrSPONSIBILITIES

Public Finance Management Act, 2012 reqires that, at the end of each

Administrator of a County Public Fund established by The Kisii County
r' Loan and Mortgage Fund Act,2014, shall prepare financial statements for

with the standards and formats prescribed by the Public Sector

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

Accounting (IPSAS), and in the manner required by the PFM Act, 2012 and The Kisii
County Assembl Members' [.oan and Mortgage Fund Act, 2014. The Administrator of the Fund

that the Fund's financial statements give a true and fair view of the state of
Fund's during the financial year ended June 30, 2020, and of the Fund's financial
position as at date. The Administrator further confirm the completeness of the accounting

for the Fund, which have been relied upon in the preparation of the Fund's

of the County Public Fund is responsible for the preparation and presentation of
statements, which give a true and fair view of the state of affairs of the Fund
of the financial year ended on June 30,2020. This responsibility includes: (i)

f,rnancial management arrangements and ensuring that these continue to be

the reporting period; (ii) maintaining proper accounting records, which
accuracy at any time the financial position of the Fund; (iii) designing,

maintaining internal controls relevant to the preparation and fair presentation of
and ensuring that they are free from material misstatements, whether due

(iv) safeguarding the assets of the Fund; (v) selecting and applying appropriate
and (vi) making accounting estirnates that are reasonable in the circumstances.

of the County Public Fund accepts responsibility for the Fund's financial
have been prepared using appropriate accounting policies supported by

to indicate that the Fund will not remain a going concern for at least

from the date of this statement.

Approval of the financial statements

The Fund s statements were approved by the Board on 2ltt September 2020 and signed

on its behalf by:

Administrator

16 ll'age

financial as well as the adequacy of the systems of intemal financial control

In preparing the statements, the Administrator of the County Public Fund has assessed

the Fund's abi to continue as a going concern and disclosed, as applicable, matters relating to
the use of going basis of preparation of the financial statements. Nothing has come to the

the County P Fund
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THE FINANCIAL STATEMENTS

pinion

the accompanying financial statements of Kisii County Assembly Car
Fund set out on pages 18 to 52 , which comprise the statement of fi

at 30 June, 2020 and the statement of financial performance,
assets, statement of cash flows and statement of comparison of b

nts for the year then ended, and a summary of significant accounting
anatory information in accordance with the provisions of Article 229

of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained
nd explanations which, to the best of my knowledge and belief, were

of the audit.

, except for the effect of the matters described in the Basis for Qualified O
y report, the financial statements present fairly, in all material

of Kisii County Assembly Car Loan and Mortgage Fund
0, and of its financial performance and its cash flows for the year then

with lnternational Public Sector Accounting Standards (Accrual Bas
the Public Finance Management Act, 2012 and the Kisii County

and Mortgage Fund Ac|2014

lified Opinion

ies in the financial statements

nts of financial position as at 30 June, 2020 reflects cash and cash
receivables from exchange transactions of Kshs.171,172,

7,168 respectively and refers to Notes 10 and 11 respectively
to relate to Gain/(loss) on disposal of assets and Cash and cash eq

ces, the accuracy of the statement of financial position as at 30 June
confirmed

Report ofthe on Kisii County Assembly Car Loan and Mortgage Fundfor the year ended 30 2020

REPoRT oF
MORTGAGE



2. Cash and Cash Equivalent

The statement of financial position as at 30 June, 2020 and as disclosed in note 10 to the
financial statement reflects cash and cash equivalents balance of Kshs.171 ,172,832 which
includes an amount of Kshs.64,250,000 and which was explained as having been
transferred from Chase Bank to Kenya Deposit lnsurance Corporation by the Central Bank
of Kenya. This balance has not been by supported by a certificate of bank balance as at
30 June, 2020.

Consequently, accuracy and validity of cash and cash equivalents balance of
Kshs.171,172,832 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with !nternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of Kisii County Assembly Car Loan and Mortgage
Fund Management in accordance with ISSAI 130 on Code of Ethics. ! 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. ! believe that
the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
qualified opinion.

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.

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects interest budget of
Kshs.10,200,000 and Kshs.6,415,715 as actual on comparable basis leading to under
receipt of Kshs.3,784,285. Similarly, the statement reflects expenditure budget of
Kshs.10,200,000 and an actual expenditure of Kshs.6,415,715 resulting overall under
expenditure Kshs.3,784,285. The budget under realization and under expenditure may be
equivalent to services budgeted for but not delivered to the residents of Kisii County.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures performed,
except for the matters described in the Basis for Conclusions on Lawfulness 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.

Report of the Auditor-Generql on Kisii County Assembly Car Loan and Mortgqge Fundfor the year ended 30 June, 2020
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Basis for !usion

1.0 Long erm Receivable from Exchange Transactions

1.1 Loans Advanced to Members

The nt of financial position as at 30 June, 2020 and as disclosed under Note
the financi I statements reflects long term receivable from exchange transactio
Kshs.1 ,168 and which include Kshs.3,000,000 applied and paid to one(1) mem

11
,IS

ber

to
of
of

County
designs
confirm

b

of
the nd

ly (MCA). However, the relevant documents such as approved copies of the
proposed structure, bills of quantities, and official search of the titlbs to
ownership were not provided for audit review, contrary to Section 10 of the

KisiiCou sembly members loan and mortgage fund ,2014 which states that the security
for the loan
or lease ce

r mortgage grant shall be the applicant certificate of title-log book, or title deed,
or deed of guarantee

led that the Fund did not have a charge register in place
uding the logbooks and title deeds were not charged for the

the Kisii County Assembly members loan and mortgage

Conseque , the regularity, validity and recoverability of the mortgage loan advanoed to
the mem of Kshs.3,000,000 as at 30 June, 2020 could not be ascertained

'1.2 . Failu to Charge Securities Offered for the Loans

under Note 11 to the financial statements, the statement of financial position
term receivable from exchange transactions of Kshs.168,827,168. Revibw of

As discl
reflects lo
documents
provided in
Section 10
states that
title-log boo

I believe
basis for

and the securities
loans contrary to

fund, 2014 which
security for the loan or mortgage grant shall be the applicant certificate

or title deed, or lease certificate or deed of guarantee.
of the

rovide a

AND

ures
that

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

comply ethical requirements and plan and perform the audit to obtain assurance hbout
r the finhncialwhether activities, financial transactions and information reflected in

statements re in compliance, in all material respects, with the authorities that govern them.
t the audit evidence I have obtained is sufficient and appropriate to p

conclusion.

REPORT N EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMEN
CE

As requi by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit proced
confirm that, nothing else has come to my attention to cause me to believeperformed,

internal co ls, risk management and overall governance were not effective

on Kisii County Assembly Car Loan and Mortgage Fundfor the year ended 30 June, 2020
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Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether 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 the 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
misstatement, whether due to fraud or error and for its assessment of the effectiveness of
internal control, risk management and governance.

ln preparing the financial statements, Management is responsible for assessing the ability
of the Fund to sustain its services , disclosing as applicable, matters related to sustainability
of services and using the applicable basis of accounting unless ltlanagement is aware of the
intention to abolish 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, 2015.

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

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

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the PublicAuditAct,20l5 and submitthe 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

Report of the Auditor-General on Kisii County Assembly Car Loan and Mortgage Fundfor the year ended 30 June, 2020
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I

error and a
be
financial

ln addition
performed

report
contro
weakn
operation of
low level th
material in
within a tim
functions.

Because of
and insta
future per

changes in
may d

my opinir
higher tl
intentioni

a Evaluate

a Conclud
accounti

internal
material

considered material if, individually or in the aggregate, they could reasonably
to influence the economic decisions of users taken on the basis of these

ts.

the audit of the financial statements, a compliance audit is planned and
express a conclusion about whether, in all material respects, the activities,

financialtra sactions and information reflected in the financial statements are in complfance
with the aut rities that govern them, and that public resources are applied in an effective
way rn ance with the provisions of Article 229(6) of the Constitution and submit the
audit report n compliance with Article 229(7) of the Constitution

Further, in lanning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness of

s in accordanceinternal ls, risk management and governance processes and system
with the p ions of Section 7(1Xa) of the Public Audit Act, 2015 and submit the audit

iance with Article 229(7) of the Constitution. My consideration of thein
lwoul not necessarily disclose all matters in the internal controlthat might be

under the lSSAls. A material weakness is a condition in which the design or
one or more of the internal control components does not reduce to a relatively

risk that misstatements caused by error or fraud in amounts that would be
ation to the financial statements being audited may occur and not be det€cted

period by employees in the normal course of performing their assigned

inherent limitations, internal control may not prevent or detect misstaternents
of non-compliance. Also, projections of any evaluation of effectiveness to
are subject to the risk that controls may become inadequate becauFe of
rditions, or that the degree of compliance with Fund's policies and procedures

S

As part of an
and maintain

. ldentify ai
whether d
risks, and

audit conducted in accordance with !SSA|s, I exercise professionaljudgement
professional skepticism throughout the audit. I also:

nd assess the risks of material misstatement of the financial statements,
ue to fraud or error, design and perform audit procedures responsive to those
obtain audit evidence that is sufficient and appropriate to provide a

pn. The risk of not detecting a material misstatement resulting from

on the appropriateness of the Management's use of the applicable ba$is of
and, based on the audit evidence obtained, whether a material uncertainty

basis for
fraud is

ran for one resulting from error, as fraud may involve collusion, forgery,
pl omissions, misrepresentations, or the override of internal control.

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

exists to events or conditions that may cast significant doubt on the ability of the
Fund to stain its services. lf I conclude that a material uncertainty exists, ! am reqgired

on Kisii County Assembly Car Loan ond Mortgage Fundfor the year ended 30 Juna, 2020
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a

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 sustaining 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.

a

a

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Fund to express an opinion on the financial statements.

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

I communicate with the l\Ianagement 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.

CPA an u, GBS
AUDITOR-GENERAL

Nairobi

11 February,2022

Report of the Auditor-Generql on Kisii County Assembly Car Loan and Mortgoge Fundfor the year ended 30 June, 2020
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13. FINAN STATEMENTS

13.1. STA OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED
3OthJUNE 020

6,415,715 8,293,036

6,415,715

The notes set out pages 24 to 52 form an integral part of these Financial Statements

18 ll'}agc

8,293,036

Note 201912020 2018t2019

KShs KShs

Revenue from non-exchange transactions

tions and donations IPublic contribu

2Transfers from

JFines, penalties

the County Government

and other levies

4

5

I

I

Revenue from exchanqe transactions

Other income

Interest

Total revenue

Expenses

6 6,415,715Fund administr rtion expenses 8,293,036

General expens 9S 7

8Finance c<.,sts

6,415,715 8,293,036Total expenses

Other gains/lo ;ses

9Gain/loss on di ;posal of assets

0 0Surplus/( defir it) for the period

T



Kisii County Assembly Car and Mortgage Loan fund
Reports and Financial Statements
For the year ended June 30, 2020

Note 2019t2020 2018t2019
KShs KShs

Assets
Current assets

Cash and cash equivalents l0 171,172,832 90,905,266
Current portion of long- term Receivables from
exchange transactions

ll

Prepayments t2
Inventories l3

Non-current assets

Property, plant and equipment t4
Intangible assets t5
Long term receivables from exchange transactions ll 168,827,168 249,094,734

Total assets
Liabilities

340,000,000 340,000,000

Current liabilities
Trade and other payables from exohange transactions 16

Provisions t7
Current portion of
Employee benefi t obligations

t8
l9

Non-current liabilities
Non-current employee benefit obligation l9
Long term portion of borrowings l8
Total liabilities

Net assets
Revolving Fund 340,000,000 340,000,000

Reserves
Accumulated surplus
Total net assets and liabilities 340,000,000 340,000,000

13.2. STATBMENT OF FTNANCIAL POSTTTON AS AT 30 JUNE 2O2O

The accounting policies and explanatory notes to these financial statements form an integral part
of the financial statements. The entity financial statements were approved on 21't September

2020artd signed by:

rul{x
Administrator of the Fund
Name: lkfult fiO Ur0YAOi(ilI

Fund Accountant
Name: l>; r( ,e r r k*tn?, n
ICPAK Member Number:

1lr;11
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OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30

Accumulated
surplus

TotalRevolving
Fund

Revaluation

Reserve

KShs KShsKShs

290,000,000Balance as at I J rly 2018 290,000,000

Surplus/(deticit) f lr the period

50,000,000Funds received du 50,000,000ring the year

Revaluation gain

340,000,000Balanceasat30 Jr Lne 2019 340,000,000

340,000,000Balance as at tr .I tty 2ot9 i 34o,ooo,ooo

the perioi!

{;te year

Surplus/(deficit)fc

Funds received du

Revaiuation gain

0 340,000,000340,000,000 0Balanceasat30 Ju ne2020



Kisii County Assembly Car and Mortgage Loan fund
Reports and Financial Statements
For the year ended June 30,2020

I3.4. STATEMENT OF CASHFLOWS FOR THE YEAR ENDED 30 JUNE 2O2O

Note 201912020 2018t20t9

KShs KShs

Cash flows from operating activities

Receipts

Public contributions and donations 6,415,715 8,293,036

Transfers from the County Government 4

Interest received

Receipts from other operating activities

Total Receipts 6,415,715 8,293,036

Payments

F und administration expenses 6 6,415,715 8,293,036

Ceneral expenses

Finance cost

Adjusted for:
Decfease/(lncrease) in Accounts receivable
(outstand ing irrrprest)

Increase/(Decrease) in Accounts Payable:

(deposits and retention)

2l

22

Net cash flows from operating activities

Cash flows from investing activities

Purchase of property, plant, equipment and
intangible assets

Proceeds from sale of property, plant and equipment

Proceeds from loan principal repayments 83,267,566 5 1,882,199

Loan disbursements paid out -3,000,000 - 15,050,000

Net cash flows used in investing activities 80,267,566 36,832,199

Cash flows from financing activities

Proceeds from revolving fund receipts 50,000,000

Additional borrowings

Re payment of borrowings -43,620,000

Net cash flows used in financing activities 6,380,000

21 ll'agc



Car Loan and Mortgage Fund
Statements

June 30,2020

entity to present the cash flow statement using the direct or indirect method
direct method. PSASB also recommends the use of direct method of cash

flow preparation. above illustration assumes direct method)

Kisii County
Reports and
For the

(IPSAS 2 allows
but encourages

67,058,732Net increase(dr :crease)incashandcash equivalents 80,267,566

Cashandcashequ ivalentsatlJULY 15 90,905,266 23,846,532

171,172,832 90,905,266Cashandcasheq uivalentsat30 JUNE t5
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Reports and Financial Statements
For the year ended June 30, 2020

13.5. STATEMBNT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE PERIOD ENDED 3OthJUNE

2020

Original
budget

Adjustments Final
budget

Actual on
comparable
basis

Performance
difference

o/o Utilaation

2020 2020 2020 2020 2020 2020

Revenue KShs KShs KShs KShs KShs

Public contributions and donations

Transfers from County Govt.

Interest income (3%) 10,200,000 10,200,000 6,4r5,715 3,784,285 63%

Other income

Total income 10,2oo,ooo 10,200,000 6,415,715 3,784,285 63'h

Expenses

10,200,0G0Fund administration expenses 10,200,000 6,415,715 3,784,285 63%

General expenses

Finance cost

Total expenditure 10,200,000 10,200,000 6,4L5r715 317941285 63"/"

Surplus for the period
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13.6. S Y OF SIGNIFICANT ACCOT'NTING POLICIES

1. of compliance and basis of preparation

The Fund's
lnternational
presented in

statements have been prepared in accordance with and comply with
Public Sector Accounting Standards (IPSAS). The financial statements are

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

accounting icies have been consistently applied to all the years presented-

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

Car und Mortgage Fund
Statements

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

prepared on accrual basis.

2. Ado ofnew and revised standards

a) Relevant new standards and amendments to pubtished standards effective for the

vear 30 June 2020

Impact

Applicable: l't January 2019

The standard covers public sector combinations arising from

exchange transactions in which case ihey are treated similarly with

IFRS 3(applicable to acquisitions only). Business combinations and

combinations arising from ncn-exchange transaotions are covered

purely under Public Sector combinations as amalgamations.

(State the impact of the standard to the entity if relevant)

b) New and amended standards and interpretations in issue but not yet effective in the

year end 30.Iune 2020

nda r'[Sta

r

Coin

IPSAS
Public

Effective date and impact:Standar'd
I

IPSAS 4l: Financial

Instruments

Applicable: I'tJanuary 2022:

The objective of TPSAS 4l is to establish principles for the

financial reporting of financial assets and liabilities that will
present relevant and useful information to users of financial

statements for their assessment of the amounts, timing and

uncertainty of an entity's future cashflows.

IPSAS 4l provides users of financial statements with more useful

information than IPSAS 29,bY:.

. Applying a single classification and measurement model

for financial assets that considers the characteristics of the

asset's cash flows and the objective for which the asset is

held;

24 lPagc



Kisii County Assembly Car and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2020

Standard Effective date and impact:
. Applying a single forward-looking expected credit loss

model that is applicable to all financial instruments subject

to impairment testing; and

. Applying an improved hedge accounting model that

broadens the hedging arrangements in scope of the

guidance. The model develops a strong link between an

entity's risk rnanagement strategies and the accounting

treatment for instruments held as part of the risk
management strategy.

(State the ,impact of the standard to the entity if relevant)

Ap plica b Ie : I't J anuary 2022

The objective of this Standard is to improve the relevance, faithful
representativeness and comparability of the infoimation that a
reporting entity providcs irt its financlal statements about social

benefits. The information provided should help users of the

[inancial statements and general purpose financial reports assess:

(a) The nature of such social- bcnefits provided by the entity; (b)

The key fbatures of ttre operation of those social benefit schemes;

and

(c) 'Ihe impact of such social benefits provided on the entity's
financial performance, financial position and cash flows.
(State the impact af the standard to the entity if relevant)

Amendments to Other

IPSAS resulting from
IPSAS 41, Financial
Instruments

Applicable: lst January 2022:
a) Amendments to IPSAS 5, to update the guidance related to

the components of borrowing costs which were

inadvertently omitted when IPSAS 4l was issued.

b) Amendments to IPSAS 30, regarding illustrative examples
on hedging and credit risk which were inadvertently
omitted when IPSAS 4l was issued.

c) Amendments to TPSAS 30, to update the guidance for
accounting for financial guarantee contracts which were
inadvertently omitted when IPSAS 4l was issued.

Amendments to IPSAS 33, to update the guidance on classifying
financial instruments on initial adoption of accrual basis IPSAS

which were inadvertently omitted when IPSAS 4l was issued.

Other Improvements

to IPSAS
Applicable: l't Januaqr 2021:

a) Amendments to IPSAS 13, to include the appropriate

references to TPSAS on impairment, in place of the current

references to other international and/or national accounting

frameworks

b) IPSAS 13, Leases and IPSAS 17, Property, Plant, and

IPSAS 42: Social

Benefits
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c) Early

The entity

Car and Mortgage Fund
nancial Statements

June 2020

ption of standards

not early - adopt any new or amended standards in year 2020-

Effective date and impact:Standarc
Equipment.

Amendments to remove transitional provisions which

should have been deleted when [PSAS 33, First Time

Adoption of Accrual Basis International Public Sector

Accounting Standards (lPSASs) was approved

c) IPSAS 2 l, Impairment of Non-Cash-Generating Assets and

IPSAS 26, Impairrnent of Cash Generating Assets.

Amendments to ensure consistency of impairment guidance

to account for revalued assets in the scope of IPSAS 17,

Property, Plant, and Equipment and IPSAS 31, Intangible

Assets.

d) TPSAS 33, First-time Adoption of Accrual Basis

lnternational Public Sector Accounting Standards

(lPSASs).

Amendmt:r.ts t: the-impien.entation guidance on

deemed tost in IPSAS 33 to rnake it consistent

with the core principles in the Standard

IPSAS 40, Publ:c Sector Combinations.

Anrendments to include the effective date

paragraph which were inadvertently omitted when

IPSAS 40 was issued
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Kisii County Assembly Car and Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINTIED)

3. Revenue recognition

D Revenue from non-exchange transactions

Transfers from other government entities

Revenues from non-exchange transactions with other government 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 asset will flow to the entity and can be measured reliably.

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effbctive yield discounts
estimated future cash receipts thr<;ugh tlre ex.pected life of the financial asset to that asset's ,

net carrying amount. The method applies this yield to the principal outstanding to determine
interest income each period.

4. Budget information

The original budget for FY 20l9l2020was approved by the County Assembly on 27th June,
2020. Subsequent revisions or aCditional appropriations were not made to the approved
budget in accordance with specific approvals from the appropriate authorities. The additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the Fund recorded no additional
appropriations on the FY 2019/2020budget.

The entity's budget is prepared on a different basis to the actual income and expenditure
disclosed in the financial statements. The financial statements are prepared on accrual basis
using a classification based on the nature of expenses in the statement of financial
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.

A statement to reconcile the actual amounts on a comparable basis included in the statement
of comparison of budget and actual amounts and the actuals as per the statement of financial
performance has been presented under section 13.5 of these financial statements.
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For the r ed June 2020

SUMMARY F SIGNIFICANT ACCOTJNTING PO LICIES (CONTIIYUED)

5. Property plant and equipment

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

impairment Cost includes expenditure that is directly attributable to the acquisition of
the items significant parts of property, plant and equipment are required to be replaced

at intervals,
depreciates
recognized
recognition

entity recognizes such parts as individual assets with specific useful lives and

accordingly. Likewise, when a major inspection is performed, its cost is
the carrying amount of the plant and equipment as a replacement if the

are satisfied. All other repair and maintenance costs are recognized in
surplus or as incurred. Where an asset is acquired in a non-exchange transaction for nil
or nominal ion the asset is initially measured at its fair value

6. Intangi assets

Intangible
assets acq

acquirecl separatel3r are initially recognized at cost' The cost of intangible
in a non-exchange transaction is their fair value at the date of thc exchange.

Following recognition, intaligibic assets' arc carried at cost less any accumulatcd

amortization and accumulated inopairment losscs. Internally generated intangible assets,

excluding
surplus or

ized development costs, are not capitalized and expenditure is reflected in
it in the period in which the e;<penditure is incurred.

The useful li of the intangibie assets is assessed as either finite or indefinite

7. Fi instruments

Financial

Initial and measurement

Kisii County
Reports and

Financial

and recei
are

les,

Car and Mortgage Fund
nancial Statements

within the scope of IPSAS 29 Financial Instruments: Recognition and

classified as financial assets at fair value through surplus or deficit, loans

held-to-maturity investments or available-for-sale financial assets, as

Entity determines the classification of its financial assets at initialappropriate.
recognition.

The

Loons and

Loans and ,ivables are non-derivative financial assets with fixed or detcrminabie
payments
assets are

are not quoted in an active market. After initial ineasurement, such financial

uently measured at amortized cost using the effective interest method, less

irnpairrnent.
acquisition

cost is calculated by taking into account any discount or premium ott

fees or costs that are an integral part of the effective interest rate. L:'sses

arising from impairment are recognized in the surplus or deficit.
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Kisii County Assembly Car and Mortgage Fund
Reports and Financial Statements
For the year ended June 30,2020

SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

Held-to-maturity

Non-derivative 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 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 Jinanc iol assets

The Entity assesses at each reporting date whether there is objective evidence that a financial
asset or an entity of financial asscts is impaired. A financ.ial asset or an entity of flrnancial

assets is deemed to be impaired il and only if, there is objective evidence of impairrnent as a

result of one or more cvents that has occurred after the initial recognition of the asset (an

incurred 'loss event') and that loss'event nas an impact on the estimated future cash fltws cri
the financial asset or the entity of financial assets that can be reliably estimated" Evidence of
impairment may include the following indicators:

changes in arrears or economic conditions that correlate with defaults)

Financiol liubilities

Initial recognition and meas ureme nt

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 Entity
determines the classification of its financial liabilities at initial recognition.

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

borrowings, plus directly attributable transaction costs.

Loans and borrowing

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

amortized cost using the effective interest method. Gains and losses are recognized in surplus

or deficit when the liabilities are derecognized as well as through the effective interest

method amortization process.

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.
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For the ded June 2020

SUMMARY F SIGNIFICANT ACCOTJNTING PO LIC IES (CONTIIYUED)

8. lnvento

Inventory is at cost upon initial recognition. To the extent that inventory was

received non-exchange transactions (for no cost or for a nominal cost), the cost of the

inventory is fair value at the date of acquisition.

in bringing each product to its present location and conditions are accountedCosts i
for, as

purchase cost using the weighted average cost method

and work in progress: cost of direct materials and labour and a proportion

overheads based on the normal operating capacity, but excluding
costs

Kisii County
Reports and

of manu

After irritial
However, to

result of a

benefits or

Where the
insurance

The Entity
in the

Car and Mortgoge Fund
ncial Statements

itron, inventory is measured at the lower of cost and net realizable value

rlxt,.rni !h;t. a ciasr. of inventory is distribttted or deployed. st n.: :ilarge or fcri

event, it is probable that an outflow of resources embodying economic
potential will be required to settle the obligation and a reliable estimate

not recognize a contingent liability, but discloses details of any contingencies

the financial statements, unless the possibility of an outflow of resources

embodying

a nominal that.,class of inventory is measured at the lower of cost.and current

Net realizab value is the estinrated selling price in ttre ordinary course of operations, less the

estimateri ,-rf compietion and the estimated costs necessary to make the sale, exchange,

or distribut

Inventories recognized as an expense when deployed for utilization or consumption in the

of operations of the Entity.ordinary

9.P

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

can be of the amount of the obligation.

expects some or alt of a provision to be reimbursed, for example, under an

the reimbursement is recognized as a separate asset only when the

is virtually certain.

The relating to any provision is presented in the statement of financial performance

net ofany

Contingent

30 ll'age
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Ktsii County Assembly Car and Mortgage Fund
Reports and Financial Statements
For the r ended June 2020

SUMMARY OF STGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

Contingent assets

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

whose existence is contingent on the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Entity in the notes to the financial
statements. Contingent assets are assessed continually to ensure that developments are
appropriately reflected in the financial statements. If it has become virtually certain that an

inflow of economic benefits or service potential will arise and the asset's value can be

measured reliably, the asset and the related revenue are recognized in the financial statements
of the period in which the change occurs.

10. Nature and purpose of reserves

The Entity creates and maintains reserves in terms of specific requirements .Entity to state the
reserves maintained and appropriate policies adonted.

ll. Changes in atcc'.rnting policies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The efflects
of changes in accour;ting policy are applied prospectively if retrospective application is
impractica[.

12. Employee benefits-- Retirement benefit plans

The Entity provides retirement benefits for its employees and directors. Defined contribution
plans are post-employment benefit plans under which an entity pays fixed contributions into a
separate entity (a fund), and will have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating
to ernployee service in the current and prior periods.'[he contributions to fund obligations for
the payment of retirement benefits are charged against income in the year in which they
become payable.

Defined benefit plans are post-employment benefit plans other than defined-contribution
plans. The defined benefit funds are actuarially valued tri-annually on the projected unit
credit method basis. Deficits identified are recovered through lump sum payments or
increased future contributions on proportional basis to all participating employers. The
contributions and lump sum payments reduce the post-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 transaction. Trade creditors or debtors denominated in foreign currency are

reported at the statement of financial position reporting date by applying the exchange rate on
that date. Exchange 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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14. Borrowing

Borrowing
equipment.
being acqui

individually
Members of
CEO and scn

Cash and
call and high
readily
in value.

statements,
authoriscd

18. Events

There were

19. Ultima

The entity
Loan and

IS

the County

20. Cu

F SIGNIFICANT ACCOT'NTING POLICTES (CONTINUED)

costs

are capitalized against quali$ing assets as part of property, plant and

or
borrowing costs are capitalized over the period during which the asset is

constructed and borrowings have been incurred. Capitalization ceases when

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

15. Related

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

vancus banks at the end of the financial y'ear. For the purposes of these financial

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

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

the end of financial year.

17. Com figures

Where necesFary comparative figures for the previous financial year have been amended or

reconfiguredlto conform to the required changes in presentation.

16. Cash a cash equivalents

equivalents comprise cash on hand and cash at bank, short-terrn deposits on

liquid investments with an original matur-ity of three months or less, which are

:ble to known amounts of cash and are subject to insignit'icant risk,rf changes

account balances include amounts held at the Centra.l Bank of Kenya and at

after the reporting period

r1o materialadjusting and non- adjusting events after the reporting period.

and Holding Entity

a County Public Fund established by Act The Kisii County Assembly Members'

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

ry management are regarded as related parties and comprise the directors, the

managers.

Fund Act, 2014, under the Ministry of Devolution. lts ultimate parent is

ofKenya.

The financ statements are presented in Kenya Shillings (KShs).'i
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SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES (CONTINUED)

21. Significant judgments and sources of estimation uncertainty

The preparation of the Entity's financial statements in conformity with IPSAS requires
management to make judgments, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the disclosure of contingent liabilities, at the
end of the reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of the asset

or liability affected in future periods.

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

Estimates lnd assumptions - The key assumptions concerning the future and other key
sources of estimation uncertainty at the reporting date, that have a significant risk of causing a

material adjustment to the carrying arnounts of assets and liabilities within the next financial
yeer, are described below. The Entity based its assunrptions and estimates on parameters

arrailable when the consolidated financial statements jwere prepared. However, existing
'circuirrstances and assumptions about future deveioprnbnts'Inay citange due to tilarket
changes or circumstances arising beyond the ccrntrol cf the E;rtity. Such changes are reflected
in the assumptions when they occur. IPSAS 1.140.

Useful lives and residual values

The useful lives and residual values of assets are assessed using the following indicators to
inform potential future use and value front ciisposal:

processes

Provisions

Provisions were raised and management determined an estimate based on the information
available. Additionaldisclosure of these estimates of provisions is included in Note xxx.

Provisions are measured at the management's best estimate of the expenditure required to
settle the obligation at the reporting date, and are discounted to present value where the effect
is material.
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SUMMARY F SIGNIFICANT ACCOT,INTING POLICIES (CONTINUED)

22. Financial risk management

The Fund's aCtivities expose it to a variety of financial risks including credit and liquidity
risks and effgcts of changes in foreign currency. The Fund's overall risk management

programme focuses on unpredictability oIchanges in the business environment and seeks to

minimise the potential adverse effect of such risks on its performance by setting acceptable

levels of risk. The Fund does not hedge any risks and has in place policies to ensure that

credit is only dxtended to customers with an established credit history.

The Fund's financia.l risk management objectives and policies are detailed below:

a) Credit ris

Kisii County
Reports and

The Fund has
pa1'amounts I

'*,ith banks,
inl cstiricnts.

Management
positic,n,
extemal
the
by the entity
cconomlc en

Car and Mofigage Fand
nancial Statements

exposure to credit risk, which is the risk that a counterparty will be unable to

n full rvhen due. Credit risk arises from cash and cash equivalents, and deposits

as well as trade and other reccivaLrles and available-for-sale financial

assesses the credit quality of each customer, taking into account its financial

experience and other factors. Individual risk limits are set L''ased on internal or
in accordance with limits set by the directors. 

-lhc amounts presented in

of financial position are net of allc,wances tbr doubtful receivables, estimated

s managemerrt based on prior experience and their assessment of the current

k

The carrying amount of financial assets recorded in the financial statements representing the

entity's maxifnum exposure to credit risk without taking account of the value of any collateral

obtained is made up as follows:

Past
due
KShs

Impaired
KShs

Total
amount
KShs

Fully
performing
KShs

At 30 Junp 2020

168,82'7,168Receivabtds from exchange transactions

Receivables from non-exchange
transactiorls

171,172,832Bank balances

340,000,000Total I

At 30 Jurle 2019
249,094734Receivables from exchange transactions

Receivablps from non exchange
transactiops

90,905,266Bank balances

340,000,000Total
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 entity has recognised in the financial statements is considered
adequate to cover any potentially irrecoverable amounts.

The entity has significant concentration of credit risk on amounts due fromxxxx

The board of trustees sets the Fund's credit policies and objectives and lays down parameters
within which the various aspects of credit risk management are operated.

b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who
has built an appropriate liquidity risk management framework for the managemcnt of the
entity's short, medium and long-term funding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash
flcws. ' r"

The table below represents cash flows payable by the Fund under non-derivative financial
liabilities by their lemaining contractual maturities at the reporting date. Ihe amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12

months equal their carrying balarrces, as the impact of discounting is not significant.

Less than I
month

Between l-
3 months

Over 5
months

Total

KShs KShs KShs KShs

At 30 June 2020

Trade payables

Current portion of borrowings

Provisions

Employee benefit obligation

Total

At 30 Junc 2019

Trade payables

Current portion of borrowings

Provisions

Employee benefi t obligation

Total
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SUMMARY SIGNIFICANT ACCOT]NTING POLICIES (CONTINUED)

c) Market .l.u

The board has put in place an internal audit function to assist it in assessing the risk faced by
the entity on En ongoing basis, evaluate and test the design and effectiveness of its internal
accounting an[ operational controls.

Market risk is the risk arising from changes in market prices, such as interest rate, equity
prices and fofeign exchange rates which will affect the entity's income or the value of its
holding of finhncial instruments. The objective of market risk management is to manage and

control market risk exposures within acceptable parameters, while optimising the return.

Overall respopsibility for managing market risk rests with the Audit and Risk Management

Committee.

The Fund's Finance Department is responsible for the development of detailed risk
managenient lpolicies (subject to review and approval by Audit and Risk Management

Committee; aha for the day to day imptemcntation of those policies.

,There has begn no change to the entity's exf.osure tc ma:"ket risks or the manner in which it
manages and measures the risk.

. !-oreign lr.."r"y .i.k

The entity hat transactional currency exposures. Such exposure arises through purchases of
goods and services that are cicine in currerrcies other than the local currency. invoiccs

denominated in foreign currencies are paid after 30 days from the date of the invoice and

conversion atlthe time of payment is done using the prevailing exchange rate.

The carrying amount of the entity's foreign currency denominated monetary assets and

monetary I ities at the end of the reporting period are as follows

TotalOther currencies

KShsKShs KShs

At 30 June 2 D20

Financial assets

Investments

Cash

Debtors/ rece ivables

Liabilities

Trade and otl rer payables

Borrowings

Net foreign c urrency asset/(liabi lity)

36 ll)age



Kisii County Assembly Car ond Mortgage Fund
Reports and Financial Statements
For the year ended June 30, 2020

SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES (CONTINTJED)

Foreign currency sensitivity analysis

The following table 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

occur if the Kenya Shilling appreciated with allother variables held constant.

tc%

ii. Interest rate risk

lnterest rate risk is the risk that the entity's financial condition may be adversely affected as a

result of changes in interest rate levels. The entity's interest rate risk arises fiom bank
deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure

arises mainly from interest rate movements on the Fund's deposits.

Management of interest rate risk

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

Sensitivity analysis

The Fund analyses its interest rate exposure on a dynamic basis by conducting a sensitivity
analysis. This involves determining the impact on profit or loss of defined rate shifts. The
sensitivity analysis for interest rate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the
prior year.

Using the end of the year figures, the sensitivity analysis indicates the impact on the
statement of comprehensive income if current floating interest rates increase/decrease by one
percentage point as a decrease/increase of KShs 6,415,715 (2020: KShs6,415,715). A rate

increase/decrease of 5%o would result in a decrease/increase in profit before tax of nil (2019-
nil)

Change in

currency rate

Effect on surplus/
deficit

Effect on

Equity

KShs KShs KShs

2020

Euro ta%

USD r0%

2019

Euro t0%

USD
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d) Capital management

The objective
continue as a

the Fund's capital risk management is to safeguard the Fund's ability to
concem. The entity capital structure comprises of the following funds

Gearing

20t812019201912020

KShsKShs

Revaluation 'eserve

340,000.000nd 340,000,000Revolving fu

Accumulatec surplus

340,000,000Total funds 340,000,000

Total borrow lngs

(17 t,172,832)Less: cash ar d bank balances

168,796,168Net debU(exr ;ess cash and cash equivalents)
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13.7. NOTES TO THE FINANCTAL STATEMENTS

l. Public contributions and donations

2. Transfers from County Government

3. Fines, penalties and other levies

4. Interest income

5. Other income

Description 2019t2020 2018t2019

KShs KShs

Donation from development partners

Contributions from the public

Total

Description 201912020 201812019

Transfers from County Govt. - operations

Payments by County on behalf bf thb entity

Total

KShs KShs

Description 2019t2020 201812019

KShs KShs

Late payment penalties

Fines

Total

Description 201912020 2018t2019

KShs KShs

Interest income from Mortgage loans 4,678,622 6,053,916

Interest income from car loans 1,737,093 2,239,120

Interest income from investments

lnterest income on bank deposits

Total interest income 6,4L5,715 8,293,036

Description 201912020 2018t2019

KShs KShs

Insurance recoveries
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Income from sale of tender documents

Miscellaneous income

Total other lncome

2018t2019Description 2019t2020

KShsKShs

Staff costs (l

Loan process

Iote 7)

ing costs

Professional

6,415,7l5 8,793,036Administrati

services costs

ln fees

61415,715 8,293,036Totai

2019t2020Description 201812019

KShsKShs

Salaries and

Staffgratuitl

R/ages

Staff traininl expenses

ty contributionSocial securi

Other staffc lsts

Total

Kisii County
Reports and

Car and Mortgage Fund
ncial Statements

For the ded June 2020

6. Fund inistration expenses

7. Staff
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NOTES TO THE FINAIICIAL STATEMENTS (CONTINUED)

8. General expenses

Description 2019t2020 201812019

KShs KShs

Consumables

Electricity and water expenses

Fuel and oilcosts
Insurance costs

Postage

Printing and stationery

Rental costs

Security costs

Telecommunication

Barrk Charges

Hospitality
Depreciation and amortization costs

Other expenses

Total

41 ll)a_ue



Kisii County
Reports and

Car and Mortgage Fund
ncial Statements

For the ded June 30 2020r

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

9. Finance

10. Gai ) on disposal of assets

li. Cash cash equivalents

2018t20192019t2020Description

KShsKShs

nk overdraftsInterest on Br

Interest on loi ns from banks

Total

Description

Property, plar and equipment .

201812019

KShs

201912020

KShs

Intangible ass

Total

201912020 2018t2019Description

KShsKShs

Car loan account

County mortg lge account

171,172,832 90,905,266Fixed depositr account

On - call dep< rsits

Current accou nt

Others

90,905,266171,172,832Total cash ar d cash equivalents
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

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

12. Receivables from exchange transactions

2019t2020 2018t2019

Financial institution Account number KShs KShs

a) Fixed deposits account
SBM BANK 171,172,832 90,905,266

Sub- total

b) On - call deposits

Kenya Commercial bank

Equity Bank - etc

Sub- total

c) Current acrount
Kenya Commercial bank

Bank B

Sub- total

d) Others(specify)
Cash in transit

Cash in hand

M Pesa

Sub- total
Grand total 171,172,832 90,905,266

Description 2019t2020 2018t20L9

KShs KShs

Current Receivables

Interest receivable

Current loan repayments due

Other exchange debtors

Less: impairment allowance

Total Current receivables

Non-Cu rrent receivables

Long term loan repayments due 168,827,168 249,094,734

Total Non- current receivables 168,827,168 249,094,734

Total receivables from exchange transactions 168,827,168 249,094,734
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Additional re on interest receivable

13. from Non-Exchange transaction

Dcscri n

KShs i(Shs
2019t2020

2018t20192019t2020Description

KShsKShs

ivableInterest rece

Interest recei'
previous year

,able from current portion of long-term loans of
S

Accrued inter
previous year

est receivable from of longterm loans of
S

lnterest recei'
issued in the,

Current loar

,able from current portion of long-term loans

)urrent

repayments due

Current porti ln of long-term loans from previous years

Accrued pri
periods

ncipal from long-terms loans from previous

C'rrfl:ent pcrti rn <;f'lc:rg=term loans issued in the current year

201812019

KShs KShs

UUIIT ExecutiveTranslbr to
rndTransfer to F

Total receivi rbles from non-exchange transactions
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

14. Prepayments

15. Inventories

Description

Consumable stores

Description 201912020 2018t2019

KShs KShs

Prepaid rent

Prepaid insurance

Prepaid electricity costs

Other prepayments(spec i fy)

Total

2419D020 2018t2019

KShs KShs

Spare parts and meters

Catering

Other inventories(specify)

Total inventories at the lower of cost and net
realizable value
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16. Property, plant and equipment

Furniture and fittings Computers and
office equipment

TotalLand and
Buildinss

Motor vehicles

KShs KShs KShsKShs KShsCost
At lstJuly 2018
Additions
Disposals
Tran sfers/adj u stments

At 30th June 2019

At I'tJuly 2019
Additions
Disposals
Transfer/adiustments
At 30th June 2020

Depreciation and impairment
At I'tJuly 2018

Depreciation
Impairment
At 3OthJune 2019

At l'tJuly 2019

Depreciation
Di

Transfer/adj ustment

At 30th June 2020

Net book values
At 30th June 2019

At 30th June2020
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

I 7. Intangible assets-software

18. Trade and other payables from exchange transactions

19. Provisions

Description 2019t2020 2018t2019

KShs KShs

Cost
At beginning of the year
Additions
At end of the year
Amortization and impairment
At beginning of the year
Amortization

At end of the year

I
At end of the year
NBV

Description 201912020 20t8t2019

KShs KShs

Tradepayables

Refundable deposits

Accrued expenses

Otherpayables

Totaltradeandotherpayables

Description Leave
provision

Bonus
provision

Other
provision

Total

KShs KShs KShs KShs
Balance at the beginning of the year(1.07.2019)

Additional Provisions

Provision utilised
Change due to discount and time value for money

Transfers from non -current provisions

Balance at the end of the year (30.06.2020)
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

20. Bo

201912020 2018t2019Description

KShsKShs

Balance at t eginning of the period
External borr owings during the year

Domestic bo 'rowings during the year

Repayments of external borrowings during the period

Repayments of domestics borrowings during the period

Balance at e nd ofthe period

2018/20i92019t2020

KShs KShs

External Bo rrowings
Dollar denon rinated loan from 'xxx organizatlon'

Sterling Pour rd denominated loan from 'orgarrization'

Euro denomi

Domestic Bc

Kenya Shillir

nated loan from organization'

rg loan from SBM Bank Ltd
rrowings

Kenya Shillir rg loan from Barcla

rg loan from Consolidated Bank

Bank

Kenya Shillir

Borrowings I iom other gcvernnient institutions

e at end ofthe yearTotal balanr
2018/2019201912020Description

KShsKShs

Short term br rrrowings(current portion)

Long term borrowings

Total
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2I. CHAI\GES IN RECEIVABLE

22. CHANGES IN ACCOUNTS PAYABLE

Net in account receivables D: A+ts-C

23. Employee benefit obligations

Description of the error 2019 - 2020 2018 - 2019

KShs KShs

Account receivable as at lst July 2019 (A) 249,094,734 309,773,466

Account receivable issued during the year (B) 3,000,000 15,050,000

Account receivable settled during the Year (C) 83,267,566 51,882, [99

Net changes in account receivables D: A+B-C 168,827,168 272,941,267

D of the error

Accounts Payable as at i't Juiy 2Ci9 (A)

20t9 -2020 2018 - 2019

KShs KShs

Accounts Payable held drrring the ycar (B)

Accounts Payable paid during the Year (C)

Description Defined
benefit
plan

Post-
employment
medical
benefits

Other
Provisions

Total

KShs KShs KShs KShs

Current benefit obligation
Non-current benefit obligation
Total employee benefits obligation
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management personnel, their
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Covernment;
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For the June 2020

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

24. Cash rated from operations

a) Nature of

balances

ted party relationships

parties related to the Fund include those parties who have ability to exerciseEntities and

control or slgn ificant influence over its operating and frnancial decisions. Related

associates and close family tnembers. Tlte

a) The
b) The
c) Key
d) Board of ; etc

20t9t2020 2018t2019

KShs KShs

ticit) for the year before taxSurplus/ (de

Adjustedfor
Depreciation

Amortisation

on disposal of assetsGains/ losses

(8,293,036)I 5 7 I 56,4( )nelnterest incot
8,293,036

.-i

lncrease in ventory

lncrease in recei *zables

Finance cost

ad irrstrnentsWorking

lncrease in pr

Net cash florv from operating acf.ivities

ryables
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a

a

20t9t2020 2018t2019

KShs KShs

Transfers from related parties'

Transfers to related parties

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)

b) Related party transactions

c) Key management remuneration

Board of Trustees

Key Management Compensation

Total

d) Due from related parties

e) Due to related parties

26. Contingent assets and contingent liabilities

2018t20192019t2020

KShsKShs

201912020 2018t2019

Due lrom parent Ministry

KShs KShs

Due from County Government

Total

201912020 2018t2019

KShs KShs

Due to parent Ministry

Due to County Government

Due to Key management personnel

Total

Contingent Iiabilities 2019t2020 201812019

KShs KShs

Court case against the Fund

Bank guarantees

Total
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14. PROGRESS ON FOLLOW UP OF PRIOR YEAR AUDTTOR'S RECOMML',NDATIONS

The follo ring 1S the summarv ral sed by the exterrr;rl audito and management con:rnents t!-rat were piov ided to aud itor we havefo ISSUCS r, the
nominate.l focal persons to resolve the vanous lssues show'n with the associated tirne frameAS below

Reference No. on
the eyterrra! audit
Repol'

Guidancc .\'otes:

a) Use the s. re rcIirence numbers as contained in the external audit report;

b) Obtain the "ls1€/Observatioh" ard "management comments", required above, from finai eiternal audit report that is signed by
Management;

c) Before appn.i'.g thc rcpu( discuss the timehame with the appointed F.calPoint persons wirhin your enrity responsible for implementation
ofeach issue;

d) Indicate the sratus o:"Resolved" or'Not Resolved" by the date ofsubrnitting this rcport ro County Treasury.

Management comments Focal Point person to
resoive tlie issue

,Name und
designation)

Status:

(Resolved /
Noi Resolved)

Timeframe:
(Put a date when you
expect the issue to be
resolved)

Issue / Observations
frorn Auditor

52 ll'}age



,
t

t


