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Annual Report and Financiul Slatente,tts lor lhe ! ear Entled 3Uh June 2021

2 Key Fund Information and Management

a) Background Information

The Public Service commission Mortgage and Car Loan scheme were established by and derives

its authority and accountability from the Public Finance Management Act,2012 and are regulated

by the Public Service commission Mortgage Scheme Regulations, 2018 and the Public Service

commission car Loan Scheme Regulations, 2018. The Schemes were operationalized on 16th

March,2016 as revolving funds as advised by the Salaries and Remuneration commission circular

Ref. No. SRC/ADM/CIR/1/13 Vol. III ( 128) of 17s December,2014. The Funds are wholly owned

by the Public Service Commission and domiciled in Kenya'

b) PrincipalActivities

The principal mandate ofthe Funds is to provide a loan scheme for members ofthe PSC Secretariat

for:

i).

ii).

iii).

iv).

v)

vi)

vii)

viii)

ix)

TheFundsareadministeredbythePSCCarLoanandMortgageschemeCommittee.The

Committeeischargedwiththeresponsibilityofprocessingloansfromapplicantsinaccordance

withlaiddownapprovedregulations'settinguparevolvingFundforthedisbursementofloans,

and supervising the day-to-day operations of the Funds'

Acquisition of vehicle(s)

Purchase of develoPed house(s);

Purchase of land,

Purchase of land and construction of a house;

Purchase of off-plan or ongoing development;

Construction;

Renovation and improvement ofan existing house;

Takeover of loans on existing mortgages; and

Mortgage plus loan/top-up or equity release'

llt
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c) Scheme Manrgement Committee

Chairperson

Vice Chairperson

5 Committee Member

6 Committee Member

d) Key Management

e) FiduciaryOversightArrangements

Caroline C. Kiget
Ag. Deputy Director, Human Resource Management
Co rate Services

Musa Cherogony
D u Director, Le Services
William Migwi
D l9r, tle4rylc
Sally Tanui

u Director, Recruitment & Selection

Services,CODe Commission Sec

ut Director Finance

Remmy N. Mulati, MBS

Simiyu Njalale
A

Secretary3

Committee Member4

Dr. Simon K. Rotich
Chief Executive/Commission Secretary

Offrcer Administering the
Scheme

Remmy N. Mulati, MBS
Deputy Commission Secretary, Corporate Services

2 Chairperson

Fund Accountant CPA Julius O. Moturi, PhD
Deputy Director, Accounts

J

Caroline C. Kiget
Ag. Deputy Director, Human Resource
(Corporate Services)

Management
4 Fund

Administrator/Secretary

Officer Administering the
Scheme

Dr. Simon K. Rotich
Chief Executive/Commission Secretary
Remmy N. Mulati, MBS

Commission Secre rate Services,CODe

') Chairperson

Pariken Sankei
Deputy Director, Intemal Audit

3 Directorate Intemal Audit

Fund Accountant CPA. Joseph M. Njoroge
Ag. Deputy Director, Accounts

4

Caroline C. Kiget
Ag. Deputy Director, Human
(Corporate Services)

Resource Management
5 Secretary
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f) Regirtercd Oficer

Public Servlec Commfu rion Eeedquarterr

Commission House

P.O. Box 30095401 00 Natuobi'KenYa

Qommi$l6a 1{6uge

Harambee Avcoue

NAIROBI,KENYA

g) Funtl Contrctr

Telepbooe: Q54) O20 2223901 -5, 2227 47 I -5

E mait psck @ public service.go.ke

rlfebsite: https:/iwww.publicservice.go'ke

h) FundBrnkerr

KCB BankKenYa Limite4 KICC

P.O. Box 45129-0100
NAIROBI

i) IndcpendeatAuditor

The Auditor-Generd
Office of the Auditor Gencral

Amiverury Towers, UniversitY WaY

Key Funrt rnd Informrdol Mrnegcment (Contlnucd)

P.O. Box 3@84-00100

GPO 00100

NAIROBI,KENYA

j) Princip.lLegelAdvtrer

The AttomeY General

Ststc Law Office aod DepartneNil of Justice

llarambee Aveaue

P.O. Box 40112

City Sqrrarc 00200

Nairobi' IGoYa
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3 Fund Administration Committee

Name Details of Qualifications and Experience

Remmy N. Mulati, MBS
Chairperson

Simiyu Njalale
Vice Chairperson

Caroline C. Kiget
Fund Secretary

Mr. Mulati is lhe Deputy Commission Secretary (Corporate Services)

and is responsible for coordination ofall Commission's corporate and

support services. He was appointed to the position in March 2019.

Previously, he served as Director, Board Management Services until

he was appointed Ag. Deputy Commission Secretary.

He holds a Master's degree in Public Administration, and a Bachelors'

Degree in Arts and has attended numerous professional development

training, workshops, and seminars locally and intemationally.

Mr Mulati is a career administrator with more than 30 years of
progressive experience, having worked in various capacities in the

public service, and has a deep understanding of Govemment

administration. He is also an affiliate of the Africa Association of
Public Administration and Management (AAPAM).

In recognition of his contribution to public service, he was awarded

the Order of the Moran of the Buming Spear (MBS) by His Excellency

the President ofthe Republic ofKenya.

Simiyu is an Acting Deputy Director, Finance with more than 20

years' ofexperience in the public sector.

He holds a Bachelor ol Business Administration (Accounting) and is

a Chartered Accountant certified by the Association of Chartered

Certified Accountants (ACCA). He is also in possession of the

Strategic Leadership Development Programme and Senior

Management Course certifications from the Kenya School of
Govemment.

Ms. Kiget is the Head of Human Resource Management (Corporate

Services) appointed to the position in 2019. She is a respected Human

Resource practitioner with over fifteen years of HR management

experience in the public sector.

She holds a Master's degree in Human Resource Management, a

Bachelor of Arts degree in Social Studies, and a Higher National

Diploma in Human Resource Management. She has the Strategic

Leadership Development Programme and Senior Management Course

certifications from the Kenya School of Govemment. Ms. Kiget is also

a member of the Institute of Human Resource Management.
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Name

lYilliom Migwi
Committee Member

Musa CherogonY
Committee Member

Details of Qualifications and Exper tence

Mr. Migwi is the Deputy Director Planning and has over 20 years'

experience in Economics, Research and Policy in intemational

organizations, civil society organizations and the public sector'

He holds a Master of Philosophy in Economics, Bachelor of Arts

degree in Economics and is a Certified Public Accounlant (K)' He is

in possession of the Strategic Leadership Development Programme

and Senior Management Course certifications from the Kenya School

of Govemment.

Mr. Cherogony is the Deputy Director, Legal Services and is an

advocate of the High Court of Kenya. He has more than 20 years'

experience in the private and public sectors.

He holds a Bachelor of Law (LLB), Diploma in Law from the Kenya

School of Law and a Diploma in Legislative Drafting' He is in

possession of the Strategic Leadership Development Programme and

Senior Management Course certifications from the Kenya School of

Govemment.

Ms. Tanui is the Deputy Director, Recruitment & Selection and is a

respected Human Resource practitioner with over 15 years of HR

experience in the Public sector.

She holds an Executive MBA, a Bachelor of Arts degree and a Higher

National Diploma in Human Resource Management She is in
possession oi the Strategic Leadership Development Programme and
'senior 

Management Course ce(ifications from the Kenya School of

Govemment.-Ms. Tanui is also a member of the Institute of Human

Resource Management.

t\

Ms. Sally Tanui
Committee Member
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4 Menagement Team

Name Detrils of Qualifications and Experience

Dr. Simon K. Rotich, CBS
Secretary/CE0
Officer Administering the Scheme

Remmy N. Mulatl MBS
Chairperson

Dr. Rotich is the Secretary/Chief Executive of the
Commission. He was appointed on l't August 2019 and is a
career administrator with over thirty years of progressive
experience, having worked in various capacities in the public
service. Prior to his appointment served as the Deputy
Commission Secretary, Corporate Services. He also served as

Chief Executive Officer of the Commission on Implementation
of the Constitution.

He holds a Master of Public Administration degree, a Bachelor

of Arts degree in Philosophy & Linguistics, and a Postgraduate

Diploma in Mass Communication. He has attended numerous

training, workshops and seminars locally and intemationally.

I{e is also in possession of the Strategic Leadership

Development Programme and Senior Management Course

certifications from the Kenya School of Government.

He is a member of the Kenya Association of Public
Administration and Management (KAPAM), an affiliale of
Africa Association olPublic Administration and Management
(AAPAM).

In recognition of his contribution to the public service, Dr.
Rotich was awarded the Order of the Chief of the Buming
Spear (CBS) by His Excellency the President of the Republic
of Kenya

Mr. Mulati is the Deputy Commission Secretary (Corporate

Services) and Chairs the Mo(gage and Car Loan Scheme

Fund.
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Details of Qualifications and ExperienceName

Simiyu Nialale
Vice ChairPerson

Caroline C. Kiget
Fund Secretara

CPA. Joseph Njoroge
Fund Accountant

Mr. Simiyu is the Acting Deputy Director, Finance and vice

chairperson of the committee.

Ms. Kiget is the Head of Human Resource Management

(Corporate Services) and in charge ofthe secretariat to the

Fund.

CPA. Njoroge heads the Accounts Unit and has over 20 years'

ofexperience in the accounting and finance fields in the private

and public sector.

He holds a Bachelor of Commerce (Finance) degree and he is

a Certified Public Accountant (K).
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Annual Report and Financial Stalentents for the yeor Ended 3Ah June 2021

5 Chairman's Report

The Public Service Commission Staff Mortgage and Car Loan

Schemes were established on l6th March 2016 as guided by the

relevant govemment regulations in order to facilitate staffto acquire

motor vehicles and residential houses. The purpose ofthe Schemes is

to motivate staffand contribute towards the attraction and retention of
requisite skitls in the Commission in line with the constitutional
principles under Article 230(5) of the Constitution. In addition, the

schemes acquire property at favourable interest rates as well, as a
means for the employer to retain staff.

I am pleased to present the PSC Staff Mortgage and Car Loan Schemes financial statements for
the Financial year 2020121 . The schemes received funding from the National Treasury to a tune of
307,000,000 as at the time of reporting. The Commission wishes to appreciate the Govemment's
suppo( through the National Treasury.

The year 202012021 marks the fifth year of implementation of the Car Loan and Mortgage

Schemes. The Schemes have successfully admitted thi(y-four (34) staff. The most evident
challenge has been the low uptake of the facility by staff. To address these challenges the

Commission is currently in the process of reviewing their frameworks in order to provide more
favourable terms to staff and ensure optimal uptake of the facitity. Despite the above, challenges,
PSC staff have immensely benefited from this facility.

Encouraged by the progress seen in the last eight years, the medium and long-term locus for the
Scheme still remains to motivate Commission staff by facilitating their purchase of cars and access

to mortgage facilities. I am confident that our goal will guarantee that all staff have access to the

facilities which will not only improve their well-being but also contribute to the Government's

national agenda on affordable housing.

Remmy N. Mulati, MBS
Chairperson, Scheme Management Committee

x
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6 Report of the Fund Manager/ Administrator

The year 2021 marks the fifth year of implementation of the Car

Loan and Mortgage Scheme. The Scheme has successfully admitted

twenty-five (25) members and nine (9) members to the mortgage

and car loan schemes respectively. The most evident challenge has

been the low uptake ofthe facility by staff' The most cited reasons

by staff include age, high exlemal costs, and insufhcient loan

thresholds.

TheschemeFundAdministratorispleasedtosubmittheirreporttogetherwiththe
financial

statements for the year ended 30s June 2021 '

+^
FCS, Dr. Simon K. Rotich, CBS

Fund Administrator

x1



Public Service Commhsion Car Loon & Mongage Scheme Funds

Annuol Report and Financial Stalements lor the year Ended 3Oh June 2021

7 Strtement of Performlnce rgainst Predetermined Objectives

Section 8l Subsection 2 (f) of the Public Finance Management Act,2012 requires the Accounting

Officer to include in the financial statement, a statement of the national govemment Fund's

performance against predetermined objectives.

The PSC StaffMortgage and Car Loan Scheme falls under the strategic pillar of capacity building

for the Commission and the core objective of improving terms and conditions of service within

lhc current Strategic Plan for the FY 2019- FY 2024. To realize this objective, the PSC Staff

Mortgage and Car Loan Scheme, relies on the strategic plan to guide the achievement ofset targets

during each financial year.

PSC Mortgage and Car Loan Scheme secretariat develops the committee's annual work plans

based on the above improvement of terms and conditions pillar. Assessment of the Committee's

performance against its annual work plan is done on a quarterly basis. The Scheme achieved its

pcrformance targets set for the FY 202012021 period for its strategic pillar, as indicated in the

diagram below:

Processing of
all applications
for loans
received by the
Commiftee.

o Compile staff
requests and table
before the PSC
Mortgage Loan
Scheme Committee

o Submit
recommendations to
Scheme
Administrator

o Periodic review of
regulations and
operational
documents

Improved
Terms &
Conditions

Implement PSC
Mortgage & Car
Loan scheme to
attract, retain
and maintain a
motivated work
force

oPSC Mortgage &
Car Loan Scheme
disbursement reports

. Number of Staff who
accessed mortgage
and car loans

r Number of meetings
held in a year

lliliil xll
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8 Corporate Governance Statement

a) Introduclion

The PSC Mortgage and car Loan Scheme is a revolving Fund established pursuant to the Public

Finance Management (PFM) Act of 2012, the PFM (National Govemment) Regulations of 2015

and the SRC circular Ref. No. SRC/ADIvI/CIR/1/13 Vol. III (128) dated 17th December 2014

The object and purpose of the Scheme is provided for in section 4 of the PSC Mortgage Scheme

Regulations and shall be to provide a loan scheme for the purchase, development or renovation of

residential property by members ofthe Scheme. The specific purpose ofthe Scheme is to motivate

staff by providing mortgage and car loan facilities'

The scheme is committed to complying with the set out corporate govemance regulations. The

Scheme has a formal corporate govemance framework \rfith the scheme management committee

having overall oversight ofall activities. In addition to the existing legal and regulatory framework

referenced in this report, the committee also administers its own procedures by passing resolutions'

b) Appointment of Scheme Commiltee Members

TheSchemeManagementCommitteeisappointedbythesecretary/CEoonapersonalbasis.The

committee is made up of six (6) members including the chairperson and Secretary' The

membership of the Scheme is integrative with representation from corporate services, legal

services, finance & planning and human resource management'

Theday-to.dayrunningoftheschemeisdelegatedtotheSecretaryoftheSchemewhoisalsothe

head of Human Resource Management (Corporate Services). The overarching strategic,

compliance, financial and administrative functions however, rest with the scheme Management

Committee

c) Roles & Functions of the Scheme Committee

Section 7 ofthe PSC StaffMortgage Regulations, 2018 states the roles and functions of the scheme

management committee which include but are not limited to :-

1. Preparalion of wor kplan and budget for the Committee;

2. Procurement/identification of service providers;

J.SensitizationofstaffontheCarLoanandMortgageschemesFund;

xlu
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9 Management Discussion and Analysis

a Operalional and linancial pedormance o! the Fund during the period

This section provides an overview ofthe Scheme's financial position as at the close ofFY 2020121'

The Public service commission mortgage and car loan firnds had a surpnrs of ksh'2,895,581 in

the financial year ending June,202l compared with a surprus of ksh. 2,230,916 in the financial

year ending June,2020

The assets of the funds for financial year ending June, 2021 amounted to ksh'313,407'967

compared with ksh 255,512,385 for the financial year ended June'2020'

The number ofexisting loans increased from twenty three(23) in year ending June 2020 to twenty-

nine(29)inthecurrentfinancialyearendedJune,202l'However'twoloanswereclearedduring

the period ending June,202l.. The outstanding loans amounted to ksh' 185' 102'408'

b. Fund's key projects or inveslment decisions implemented or ongoing

other than giving staff Mortgage and car loan, the funds also eam interest from fixed deposit

accounts with the bank where surprus funds is deposited' A fund held in fixed deposit accounts by

the end ofthe period is ksh.122,274'058 '

c.NumberandamountofLoansissuedduringlheperiod,loansouslandingatendofthe

period and loans repaid during lhe period'

d. Fund's compliance wilh statutory rcquirements

Theschemehasmadeefforttocomplywiththenecessarystatutoryrequirementsinadministration

and management of the funds'

e.MajorrisklacingtheFund,malerialarrearsinstalutoryandotherlinancialobligalions.

The firnd is exposed to lnterest rate risk through decline in Asset value resulting from unexpected

fluctuationsininterestrates.Interestrateriskisprobablebecausethefirndhasinvestedinbank

deposits which eam interest on daily basis'

25,824,498185,102,40859,603,6299

xv



Public Service Connission Car Loort & Mortgage Scheme Funds

Annuol Report aud Financial Stalenterrts for the year Ended 3Ah June 2021

l0 Environmental and Sustainability Reporting

The Scheme Management Committee supports the sustainability agenda and acknowledges that

environmental and sustainability reporting has become a vital aspect in Public Institutions. The

Committee has made efforts to ensure sustainability of the fund as well as promote conservation

ofthe environment in its operations.

Most staff who have benefited from the mortgage facility have installed solar panels for heating

and lighting in their residential homes. This is not only a financial consideration of increasing the

value ofthe home and improving efficiency, but contributes to energy conservation, reduction of

greenhouse gas emission and mitigating against climate change.

Most home owners also preferred construction or purchase of houses outside the city of Nairobi

which contributes to easing congestion in the city. This also limits pressure on available but limited

city resources.

The fuel prices in the country have drastically risen which has encouraged staff who have benefited

from car loan to buy motor vehicles with high fuel economy. Low fuel consuming vehicle are cost

effective and they also reduce carbon emissions. This goes hand in hand to reduce air pollution

and contribute to energy independence by reducing oil imports.

With the current technology advancement home owners have taken advantage of Intemet fibre

through provision of space for the same during construction this ensure reliable high-speed

connectivity.

In addition, the Committee has in place a framework to ensure the fund remains a going concem

and remains available for both current and future staff of the Commission. It also regularly

sensitizes newly appointed staff to ensure dissemination of information and attract new staff to

take up the facility.

xv1
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11 Report of Funil Adminirtretion Committec

The Tnrstles/Fund Administration Committee submit their report together with the audited

finanoial starcments for tbc year eoded June 30, 2021, which show the stats ofthe Fuad's affairs'

Principel Acthrider

The principal activities of the Funds are;

l. To provide a loan scheme for the purchase, developmeat or renovation ofresidential property

by members of the scheme.

2. To provide a loan scheme for the purchasc of cars by members of the scheme'

Perforneace

TheperformanceoftheFundfortheyeareodedJunelo,zoz|,issetoutonpagel-5.

Admintrtretiou Committoe

The members of the Administation Committce who served duriag tbe year arc shown on page vr

f'

- vlrl.

Auditorr

The Auditorceneral is responsible for the stafttory audit of th€ Fund in accordance with Articlq

229 of the Constihltion of Keirya and the Public Audit Act 20 I 5 '

By Ordu of the Bood

R.N. Mulati, MBS

RommyN. Mulrtl'MBS
Chair of the Schene Mrugemcnt Committoe



Public Semice Commission Car Loort & Morlgage Scheme Funds

Aunual Reporl and Financial Slalenrerrts for lhe yeor Ended 3Uh June 2021

l2 Statement of Management's Responsibilities

Section 84 (1) of the Public Finance Management Acl,2012 requires that, at the end of each

financial year, the Administrator ofa Fund established by the Constitution or an Act of Parliament

shall prepare financial statements for the Fund in accordance with the standards and formats

prescribed by the Public Sector Accounting Standards Board.

The Administrator of the Fund is responsible for the preparation and presentation of the Fund's

financial statements, which give a true and fair view ofthe state ofaffairs ofthe Fund for and as at

the end of the financial year ended on June 30, 2021. This responsibility includes: (i)maintaining

adequate financial management arrangements and ensuring that these continue to be effective

throughout the reporting period, (ii) maintaining proper accounting records, which disclose with

reasonable accuracy at any time the financial position of the fund, (iii)Designing, implementing and

maintaining intemal controls relevant to the preparation and fair presentation of the financial

slatements, and ensuring that they are fiee from material misstatements, whether due to error or

fraud, (iv)Safeguarding the assets of the fund; (v)Selecting and applying appropriate accounting

policies. and (vi)Making accounting estimates that are reasonable in the circumstances.

The Administrator olthe Fund accepts responsibility for the Fund's financial statements, which have

been prepared using appropriate accounting policies suppo(ed by reasonable and prudent

judgements and estimates, in conformity with Intemational Public Sector Accounting Standards

(IPSAS), and in the manner required by the PFM Act,2012 and Salaries and Remuneration

Commission circular SRC/ADM/CIR/l/13/VOL/I I l(128). The Administrator of the Fund is olthe

opinion that the Fund's financial statements give a true and fair view of the state of Fund's

transactions during the financial year ended June 30, 2021, and of the Fund's financial position as

at that date.

The Administrator further confirm the completeness of the accounting records maintained for the

Fund, which have been relied upon in the preparation of the Fund's financial statements as well as

the adequacy of the systems of intemal financial control. In preparing the financial statements, the

Administrator ofthe Fund has assessed the Fund's ability to continue as a going concem.
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t REPUBLIC OF KENYA

Telephonei +254-(2o) lrl40oo
E-mail: info@oagkenya.go.ke
Website: www.oagke n ya.go. ke

AGH HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box loo84-oo1oo

NAIROBI

OFFICE OF THE AUOITOR.GENERAL

l.t)llnitilttl 1t. t )tt,tldhtl tll

REPORT OF THE AUDITOR-GENERAL ON PUBLIC SERVICE COMMISSION CAR
LOAN AND MORTGAGE SCHEME FUND FOR THE YEAR ENOED 30 JUNE, 2021

PREAMBLE

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

A. Report on the Financial Statements that considers whether the financial statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide internal
operations. This responds to the effectiveness of the governance structure, the risk
management environment and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

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

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

REPORT ON THE FINANCIAL STATEMENTS

Opinion

I have audited the accompanying finangial statements of Public Service Commission Car
Loan and Mortgage Scheme Fund set out on pages 1 lo 22, which comprise of the

Report of the Auditor-General on l'ublic Scn,ice Commission ('qr Loan and lvtortgage Scheme Fund /or the yaar
ended 30 June, 2021



t
statement of financial position as at 30 June, 2021, and the statement of financial
performance, statement of cash flows, statement of changes in net assets, statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations, which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, the financial statements present fairly, in all material respects, the financial
position of Public Service Commission Car Loan and Mortgage Scheme Fund as at
30 June, 2021, and of its financial performance and its cash flows for the year then ended,
in accordance with lnternational Public Sector Accounting Standards (Accrual Basis) and
comply with the Finance Management Acl,2012.

Basis for Opinion

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Public Service Commission Car Loan and
Mortgage Scheme Fund Management in accordance with ISSAI 130 on Code of Ethics. I

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

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 Conclusion on Lavyfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

1. Late Submission of Financial Statements

The financial statements of the Fund for the year ended 30 June,2021, were submitted
to the Auditor-General on 30 October, 2023, approximately two (2) years after the end of
the. This was contrary to Section 84(3) of the Public Finance Management Acl, 20'12
which requires an Administrator of a National.Public Fund to prepare financial statements

Report of the Auditor-Generol on Public Seryice Com ission Car Loan and ltlortgage Scheme Fund lor the year
ended 30 June. 2021
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and submit them to the Auditor General within three months after the end of the financial
year.

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

2. Unconfirmed Procurement of an lnstitution to Manage Car and Mortgage
Schemes

The Fund Management entered into an agreement on 27 February, 2018 with a financial
institution to manage the Car Loan and Mortgage Schemes. However, procurement
records indicating how the bank was identified and awarded the tender were not provided
for audit review.

ln the circumstances, it was not confirmed whether the procurement of the bank was
competitive and transparent.

3. Unfavourable Clauses in Contract Agreement with a Financial lnstitution

The statement of financial position reflects car loan and mortgage revolving funds
amounting to Kshs.15,000,000 and Kshs.85,000,000, respectively. Review of the
Agreement daled 27 February, 2018 between the Funds and the financial institution
managing the Car Loan and Mo(gage Schemes revealed the following anomalies:

3.1 lrregular Loan lnterest

The agreement provides for an interest rate of five (5) percent on the loans. This is
contrary to Part 6 of the Salaries and Remuneration Commission Circular No.
SRC/ADM/CIR11l13Nol.lll (128) dated 17 December, 2014 which approved an interest
rate of three (3) percent per annum for the duration of the loan.

3.2 High Administration Fees

The agreement provides for charging of 4Yo and 3.5% administration fee on interest
earned from car loans and mortgage loans, respectively. Further, the financial institution
charges a negotiation fee ol 1o/o on car and mortgage loans taken and a monthly ledger
fee of Kshs.350. These have increased the cost ofthe loans.

3.3 Under Utilized Funds

The agreement requires the Funds to maintain lien deposit account which should at all
times have a balance equivalent to the total aggregate disbursed loan principal amount
which earns interest of 1.5% per annum. This has denied the beneficiaries from accessing
the loans and denied the Funds optimal revenue due to the low interest rate on the lien
amount.

ln the circumstances, the effectiveness and achievement of value for moneyforthe Funds
could not be confirmed.

Report of the Auditor-General on Public Service Commission Car Loan and Mortgage Scheme Fund /or the yeor
ended 30 June, 2021
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4, lrregular Consolidation of Two Separate Funds

The financial statements are in respect of Public Service Commission Car Loan Scheme
and the Public Service Commission Mortgage Scheme. However, the two schemes are
established under Public Service Commission Car Loan Scheme Regulations, 2018 and
the Public Service Commission Mortgage Scheme Regulations, 2018, respectively. No
explanation was provided for consolidating the financial statements for the two Schemes
which are distinct. This is contrary to Section 84(1) of the Public Finance Management
Act,2012 which requires an Administrator of a National Public Fund established by the
Constitution or an Act of Parliament to prepare financial statements for the Fund for each
financial year in a form prescribed by the Accounting Standards Board.

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

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

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

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and governance were not effective.

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 effective
processes and systems of internal controls, risk management and overall governance
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal controls 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 controls, risk management and overall governance.

Report of the Auditor-Generql on Public Service Commission Car Loan and Morlgage Scheme Fund for the year
ended 30 June, 2021
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ln preparing the financial statements, Management is responsible for assessing the
Fund's ability to sustain services, disclosing as app!icable 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,2015.

ln addition to the responsibility for the preparation and presentation of 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

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 accordanc,e with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) o'f the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal controls in order to glve an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of

RePo of he Audilor-Ceneral on Public Semice Commission Cqr Loqn and Mortgage Scheme Fund for the year
ended 30 June, 2021
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the internal control would not necessarily disclose all matters in the internal controls that
might be malerial weaknesses under the lSSAls. A material weakness is a cori,Jition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

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

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

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

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

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

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

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

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

Report of the Auditor-General on Public Service Commission Cqr Loan and Mortgage Scheme Fund lor the year
ended 30 June, 2021
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I communicate with the Management regarding, among other matters, the planned scope
and timiig of the audit and significant audit findings, including any significant;deficiencies
in inbmal controls 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 4plicable, related safeguards.

FCP CBS
AUT)lTORGENERAL

Nalrobl

l5 iiarch, 2024

Rqort of the Auditor-General on Public Service Commission Car Loon and Mortgage Scheme Fund for the year
otded 30 Jue, 2021
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Public Service Commission Car Loon & Mortgage Scheme Funds

rt antl Financial Statements fot the year Ended 3dh June 2021Annual R

14 Statement of Financial Performance for the year ended 30th June 2021'

(Ihe notes set out on pages I 5 to 2I form an inregral part of these Financial Statements)

.t\

The financial statements were approved o, " -< 
"\'-r'' 

\\:t'1 ""' and signed by:

dT-.
FCS, Dr. Simon K' Rotich' CBS

Fund Administrator

CPA. Joseph M. Njoroge

Fund Accountant

ICPAK M/I{o: 63E6

Remmy N. Mulati' MBS

Chairperson of the Fund

Revenue from non-exchange tratrsa ctions

Transfers from other Parent Ministry/
SC/SAGA

Revenue from exchange transact lons
6,545,4358,871,4616Interest income

53,55053,2007Other income
6,598,98s9,924,661
6,598,9859,924,661Total revenue

Expenses
3,920,8285,464,8958Administration costs

Use of goods and services
53,55053,2009Other Expenses

Finance costs
3,9743785,518,095Total erpenses

Other gainr/losses

Gain/loss on disPosal of assets
2,624,6073,406..567Surplus(deficit) before tax

393,691510,98sl0Taxation
2230,91562,895,581SurpluVDeficit after Tax

I
i 'i *{ti ,S,i ''
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Public Service Commission Car Loon & Moagage Scheme Funds

Annuol Repo rt and Financial Stalements lor the yeor Ended 3Uh June 2021

15 Statement of Financial Position as at 30th June 2021

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

of the fi nancial statements.

The Fund financial stateme

Sfil.e'a

nts were approved on :afl.q\ 2023 utd signed by:

t,r,",.,r,t

FCS, Dr. Simon K. Rotich, CBS

Frnd Adminlstrator

CPA. Joseph M. Njoroge

Fund Accountant

ICPAK M/l{o: 6386

Remmy N. Mulati, MBS

Chairperson of the Fund

2

Assets

Current assets

128,305,559 109,169,045Cash and cash equivalents ll
t2 14,858,102Receivables from exchange transactions

Receivables from Non- exchange
transactions

Prepayments

Inventory

143,163,661 109,169,045Total Current Assets

Non-current assets

12 r70,244,306 146,341,340Receivables from exchange transactions

Property, plant, and equipment

Intangible assets

146J43340170244306
313,401,967 255,512,385Total essets

Liabilities
Trade and other payables

Totsl Current Liabilities
Total liabilities

313,407,967 255,512385Net assets

37,000,000Car loan revolving fund 42,000,000

215,000,000265,000,000Mortgage revolving fund

6,407,967 3,512,385Accumulated surplus (Reserves)

255,5121385313,407,967Total net assets and liabilities



Public Service Commhsion Car Loan & Morlgage Scheme Fund

Annual Report and Financial Stalemenls fot lhe )'ear ended 3Ah June 2021

16 Statement of Changes in Net Assets for the year ended 30th June 2021

186 81186,281,46930,157,351156,124,118.452019Balance as at I Ju
2 230,9162,210,916195,4632,035,453S cit for thelus/

67 000,00067,000,0007,000,00060,000,000Funds received d the ear

Transfers
255,512 85255,51238537352,814218,159,572As at 30 June 2020

I 525255,51 238s37352,814218,159,,572AsatlJu 2020
2,895,5812,89s,581307,47'l2,588,105odS lus/ for thede cit

55 000,00055,000,000s,000,00050,000,000Funds received durin the fi

Transfers
313,407,961313,407,96142,660290270,747,.676As at 30 June 2021
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Public Service Commission Cor Loan & Morlgage Scheme Fund

Annual Reporl and Financiol Stotemenls Iot the year ended 3Ah June 2021

17 Statement of Cash Flows for the year ended 30th June 2021

Cash flows from operating activities
Receipts
Transfers from other Parent Ministry/
SC/SAGA
Interest received 8,871,461 6,545,435

Other income

Total receipts 8,871,461 6,545,435

Pavments

Taxation 510,985 393,691

Use of goods and services

Administration costs 5,464,895 3,920,828

Total payments 5,975,880 4314,516
Net cash flow from operating activities l3 2,895,581 2,230,916

Cash flows from investing rctivities
Purchase ofPPE and intangible assets

Proceeds from sale ofPPE

Proceeds from loan principal repayments 22,120,091 tt,75t,624
Loan disbursements paid out (60,879,1 59) (s0,332,334)
Net cash flows used in investing
activities (38,759,068) (38,580,709)

Cash flows from financing activities
Receipts into the mortgage revolving fund s0,000,000 60,000,000

Receipts into the car loan revolving fund 5,000,000 7,000,000
Net cash flows used in financing
activities 55,000,000 67,000,000

Net increase(decrease) in cash and cash
equivatents I

19,136,514 30,650,207

Cash and cash equivalents at I July 2017 ll 109,169,04s 78,518,839
Cash and crsh equivslents at 30 June
2018

11 128,305,559 109,169,045
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Public Senice Commission Car Loan & Mortgage Jcnemc I una

Annual Re an d Fin anc io I Statem e nts the ended 3F June 2021

1g statement of comparison of Budget and Actual amounts for the year ended 30th June 2021

Budget notes

The fund is funded by The National Treasury through exchequer releases. Total capital expenditure for financial yeat 202012021 is

ksh.55,000,000 comprising ksh 5,000,000 and ksh.50,000,000 for car loan frrnd and mortgage f,rnd respectively'

5

Revenue

Mini / SC/SAGA
Transfers from other Parent

0o/o(8,871,461)8,871,461
Interest income

0%(s3,200.00)53,200
Other income

OYo(8924,661\9,924,661
Totel Revenue

Expenses
Oo/o(s,464,89s)5,464,895

Administration costs
0

Use of goods and servlces
53,200

Other Expenses
(510,98s)s 10,985

Taxation

0%(5,e75,880)6,029,080
Expenditure

0%(2,948,781)2,895,581
Surplus for the Period

100%55,000,00055,000,00055,000,000Capital Expenditure



Puhlic Senice Conmission Cur Loon & Mortgage Scheme Fund

Annuul Reporl and Financia! Stulentents lor lhe yeor ended 3dh June 2021

19 Notes to the Financial Statements

l. General Information

Public Service Commission Car Loan & Mortgage Scheme Funds were established on

l6n March, 2016 in line with SRC's circular Ref No.SRC/ADM/CIPJI/13 Vol.l I I ( 128)

and derives their authority and accountability from The Public Finance Management Act,

2012 The Fund is wholly owned by the Govemment of Kenya and is domiciled in Kenya

The Fund's principal activities are:

L To provide a loan Scheme for the purchase, development or renovation ofresidential

property by members of(he scheme.

2. To provide a loan scheme for the purchase ofcars by members ofthe scheme.

2, Stetement of Compliance and Basis ofPreparation

The financial statements have been prepared on a historical cost basis except for the

measurement at re-valued amounts of certain items of property, plant, and equipment,

marketable securities and financial instruments at fair value, impaired assets at their estimated

recoverable amounts and actuarially determined liabilities at their present value. The

preparation offinancial statements in conformity with lnternational Public Sector Accounting

Standards (IPSAS) allows the use of estimates and assumptions. It also requires management

to exercise judgement in the process ofapplying the Fund s accounting policies. The financial

statements have been prepared and presented in Kenya Shillings, which is the functional and

reporting currency of the Public Service Commission Car Loan & Mortgage fund. The

financial statemcnts have been prepared in accordance with the PFM Act. and International

Public Sector Accounting Standards (IPSAS). The accounting policies adopted have been

consistently applied to all the years presented.

6



Puhlic Service Contmission Cur Loun & tllorlgage Schcme Funl

Annuul Rcpttrl an Financiul Shienrcnts forthe!ear ended 3(/h Junc 2021

3. Adoption Of New and Revised Standards

i. New and umended standutds antl inlerpretalions in issue effective in the year ended

30 June 2023.

Applicable: l"r January 2023:

the objective of IPSAS 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 cash flows.

IPSAS 4l provides users of financial statements rvith more useful

information than IPSAS 29, bY:

. Applying a single classificalion and measurement model for

financial assets that considers the characteristics ofthe asset's cash

flows and the objective for which the asset is held;

. Applying a single forward-looking expected credit loss model that is

applicable to all financial instruments subject to impairment testing:

and

. Applying an improved hedge accounting model that broadens the

hedging anungements in the scope of the guidance' The model

develops a strong link between an Entity's risk management

strategies and the accounting treatment for instruments held as part

ofthe risk management slrategy.

Applicable: l" January 2023

the objective of this Standard is lo improve the relevance' faithful

representativeness, and comparability of the information that a

reporting entity provides in its financial statements about social

benefits. The information provided should help users of the financial

statements and general-purpose financial reports assess:

d/ The nature of such social benefits provided by the Entity'

b.) The key features ofthe operation ofthose social benefit schemesl

and

c) The impact of such social benefits provided on the Entity's

Applicable: lst January 2023:

aj Amendments to IPSAS 5. to update the guidance related to the

components of borrowing costs which were inadvertently omitted

financial performance, financial position. and cash flows.

when IPSAS 4l was issued

7

Effective date and imPact:Standard

IPSAS
Financial

lnstruments

4l:

IPSAS 42: Social

Benefits

Amendments to
Other IPSAS

resulting from

IPSAS 4I,
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Puhlic Senit'a Conunissiotr Cur Loun & Llortgage Scheme F und

,4nnual Rcport dnd Finoncit,l Sk enrenrsfor the yeur endcd 3th Junc 2021

Ellective date and impact:Standrrd

Financial

lnstruments

Other

improvements to

IPSAS

b,/ Amendments to IPSAS 30, regarding illustrative examples on

hedging and credit risk which were inadvertently omitted when

IPSAS 4l was issued.

c./ Amendmenls to IPSAS 30, to update the guidance for accounting

for financial guarantee conlracts which were inadvertently

omitted when IPSAS 4l was issued.

d/ Amendments to IPSAS 33. to update the guidance on classifying

financial instruments on initial adoption ofaccrual basis IPSAS

which were inadvertently omitted when IPSAS 4 I was issued.

Applicable l't January 2023

. IPSAS 22 Disclosure of Financial Information obout the General

Government Seclor.

Amendments to refer to the latest System of National Accounts

(sNA 2008).
. IPSAS 39: Employee Benefts

Now deletes the term composite social security benefits as it is no

longer defined in IPSAS.

o IPSAS 29. Financial instruments: Rccognition and

Mcasurcment
Standard no longer included in the 2023 IPSAS handbook as it is
norv superseded by IPSAS 4l which is applicable from I'r January

2023

ll New untl amenrled slandards und interryetotions in issue bul nol yet effeclive in the

year ended 30 June 2023.

Applicable I"t January 2025

The standard sets out the principles for the recognition, measurement,

presen(ation, and disclosure of leases. The objective is to ensure that

lessees and lessors provide relevant information in a manner that faithfully
represents those transactions. This information gives a basis for users of
financial statements to assess the effect that leases have on the financial

position, financial performance and cashflows of an Entity.

The new standard requires entities to recognise, measure and present

information on right ofuse assets and lease liabilities.

8

Standrrd Effectlve date and lmpact:
IPSAS 43

IPSAS 44:

Non- Current

Assets Held

lbr Sale and

Discontinued

Operations

Applicuble l"t January 2025

The Standard requires,

Assets that meet the criteria to be classified as held for sale to be measured

at the lo\ver ol'carrying amount and fair value less costs to sell and the

depreciation ofsuch assets to cease and:



, i
I

Ptbltc Scmlce Cotttttttslon Car Loan & Motqagc Sclnlrl,e Fuad

aad Ftaancbl $ta:laruna lor the ended 3@ June 2021

l
l

;
I
,i

AnilulRqod
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The Entity did not ccly - adopt my new or aarcndod gtandards in thc fnancial year or
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4. Signilicant Accounting Policies

Revenue recognition
^

i) 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 Fund and can be measured reliably. To the extent

that there is a related condition attached that would give rise to a liability to repay the amount,

the amount is recorded in the statement of financial position and realised in the statement of

financial performance over the useful life ofthe assets that has been acquired using such funds.

ii) Revenue from exchange transactions

Interest income

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

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

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

interest income for each period.

b, Budget information

The original budget for FY 2020121 was approved in June, 2020. Subsequent revisions or

additional appropriations were made to the approved budget in accordance with specific

approvals from the appropriate authorities. The additional appropriations are added to the

original budget by the Fund upon receiving the respective approvals in order to conclude the

final budget. The Fund's budget is prepared on a different basis from the actual income and

expenditure disclosed in the financial statements. The financial statements are prepared on

accrual basis using a classification based on the nature ofexpenses in the statement offinancial

performance, whereas the budget is prepared on a cash basis. A comparison of budget and

actual amounts, prepared on a comparable basis to the approved budget, is then presented in

the statement ofcomparison ofbudget and actual amounts. ln addition to the

10
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Significant Accounling Policies (continued)

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

financiat 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 as

per the statement of financial performance has been presented under section l8 of these

financial statements.

c. Financialinstruments

IpsAS 4l addresses the classification, measurement and de-recognition offinancial assets and

financial liabilities. introduces new rules for hedge accounting and a new impairment model

for financial assets. A financial instrument is any contlact that gives rise to a financial asset of

one entity and a financial liability or equity instrument ofanother entity. At initial recognition'

the entity measures a financial asset or financial liability at its fair value plus or minus, in the

case of a financial asset or financial liability not at fair value through surplus or deficit'

transaction costs that are directly attributable to the acquisition or issue ofthe financial asset or

financial liability.

d. Financial Assets

Classification of financial assets

The entity classifies its financial assets as subsequently measured at amortised cost, fair value

through net assets/ equity or fair value through surplus and deficit on the basis of both the

entity's management model for financial assets and the contractual cash flow characteristics of

the financial asset. A financial asset is measured at amortized cost when the financial asset is

held within a management model whose objective is to hold financial assets in order to collect

contractual cash flows and the contractual terms of the financial asset give rise on specified

dates to cash flows that are solely payments of principal and interest on the principal

outstanding. A financial asset is measured at fair value through net assets/ equity if it is held

within the management model whose objective is achieved by both collecting contlactual cash

flows and selling financial assets and the contractual terms of the financial asset give rise on

specified dates to cash flows that are solely payments of principal and interest on the principal

amount outstanding. A financial asset shall be measured at fair value through surplus or deficit

unless it is measured at amortized cost or fair value through net

1l
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Annuul Report and Financiol Stulenrents for lhe yeor ended 3(/h June 2021

Significant Accounting Policies (continued)

assets/ equity unless an entity has made inevocable election at initial recognition for particular

investments in equity instruments.

Subsequent measurement

Based on the business model and the cash flow characteristics, the entity classifies its financial

assets into amortized cost or fair value categories for financial instruments. Movements in fair

value are presented in either surplus or deficit or through net assets/ equity subject to certain

criteria being met.

Amortized cost

Financial assets that are held for collection of contractual cash flows where those cash flows

represent solely payments of principal and interest, and that are not designated at fair value

through surplus or deficit, are measured at amortized cost. A gain or loss on an instrument that

is subsequently measured at amortized cost and is not part of a hedging relationship is

recognized in profit or loss when the asset is de-recognized or impaired. Interest income from

these financial assets is included in finance income using the effective interest rate method.

Fair velue through net assets/ equity

Financial assets that are held for collection of contractual cash flows and for selling the

financial assets, wherc the assets' cash flows represent solely payments of principal and

interest, are measured at fair value through net assets/ equity. Movements in the carrying

amount are taken through net assets, except for the recognition of impairment gains or losses,

interest revenue and foreign exchange gains and losses which are recognized in surplus/deficit.

Interest income from these financial assets is included in finance income using the effective

interesl rale method.

Fair value through surplus or deficit

Financial assets that do not meet the criteria for amortized cost or fair value through net assets/

equity are measured at fair value through surplus or deficit. A business model where the entity

manages financial assets with the objective ofrealizing cash flows through solely the sale of

the assets would result in a fair value through surplus or deficit model.

l2
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Significanr Accounting Policies (continued)

Trade and other receivables

Trade and other receivables are recognized at fair values less allowances for any uncollectible

amounts. Trade and other receivables are assessed for impairment on a continuing basis' An

estimate is made of doubtful receivables based on a review of all outstanding amounts at the

year end.

e. FinancialLiabilities

Classilication

The entity classifies its liabilities as subsequently measured at amortized cost except for

financial liabilities measured through profit or loss'

f. Contingentliabilities

TheFunddoesnotrecognizeacontingentliabilitybutdisclosesdetailsofanycontingencieSin

thenotestothefinancialstatements,unlessthepossibilityofanoutflowofresources

embodying economic benefits or service potential is remote'

g. Contingent assets

TheFunddoesnotrecognizeacontingentassetbutdisclosesdetailsofapossibleassetwhose

existence is contingent on the occurrence or non-occulTence of one or more uncertain future

eventsnotwhollywithinthecontroloftheFundinthenotestothefinancialstatements.

Contingent assets are assessed continually to ensure that developments are appropriately

reflectedinthefinancialstatements.Ifithasbecomevirtuallycertainthataninflowof

economicbenefitsorservicepotentialwillariseandtheasset'svaluecanbemeasuredreliably,

the asset and the related revenue are recognized in the financial statements of the period in

which the change occurs.

h. Nature and PurPose of reserves

The Fund does not create and maintain reseryes in terms of specific requirements as interest

eamed are revolved back to the fund'

l3
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S ignifi cant Acc ount ing P o I ic ie s (cont i nued )

i. Changes in accounting policies and estimrtes
The Fund recognizes the effects ofchanges in accounting policy retrospectively. The effects of

changes in accounting policy are applied prospectively if retrospective application is

impractical.

j. Releted parties

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

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

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

Managers, Fund Administrator and Fund Accountant.

k, Cash and cash equivalents

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

call, and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of

changes in value. Bank account balances include amounts held at KCB Bank-KICC Branch

the end ofthe financial year.

L Comparative figures

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

reconfigured to conform to the required changes in presentation.

m. Events after the reporting period

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

Currency

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

n
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Notes to the Financial Statementg

6 Interest income

7 Other income

8 Administration costs

9 Other Erpenses

5,31 1,7337,s93,030Interest Income From Mortgage Loans
622,705691,972Interest Income Prom Car Loans
6',t0,997586,460Interest Income On Bank Deposits

Other (SpecifY)
6,545,4358,871,461Total Inter$t Income

53,55053,200Olher lncomes (Income from bank charges to

loanee

Income from Sale ofTender documents

Miscellaneous income (SPecifY)
53,550s3,200Total Other Income

425,631433,284
Car loans sdministration costs

1,495,1975,03 l,6l I
Mortgage loans administration

3,920,8285,464,895Total Administration costs

53,s5053,200Other expenses (lncome fiom bank charges to

loanee

Income fiom Sale ofTender documents

Miscellaneous income (SPec ifY)
53,55053r00

Total Other income

l5
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ll and cash equivalents

Detulhd alysir of the crsh end crsh equlvalenb
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kr hrlt tt* 
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510,985 393,691On Intcrcst IncomeT
510885 393,691I!(o* T", .ro.o."

43,427PuHic tervice Commission Car loan Schcme 5,350,9(X

108,573,741Firt[ $cposis Account 122,274,058

On{all nc"osits

680,597 551,878Rrflic $crvice Commission Mortgagc schemc

ot$drs (specifl)
l(D,169,1X5ToUl Quh end Carh equivalents 128305,559

It2tt095t2 680,597 551,878Prtfic ftrvtce Commlsslon Mortgege
Schcho I

KCBiBahk -Klcc Branch

43,4271221809245 5,350,904Publlc *rvicc Commirslon Car Lorn
sclhe I

-KICC BranchK
595305soujfoft 6,03r50r

firctl D+odtr (AEIR 0.825% p.e)

t08,573,741KCEFdk -KICC Branch t22,274,058
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Notes to tlv Finqrial Stalemerrts (cor*irucd)

12 Recclvebhr from erchenge trrnlrcdonr

13 Net cerh f,owr from oPerrdng ectlvider

Current Rectivable!
Intercst Receivable

14,858,102Cur€nt Loan Rcpayments Duc

Other Exchange Debtors

Less: lmpairment Allowance
14158,102Totrl Cu rrcnt Receivrbles

Non{urrent Reccivables
146,343,340170,244,106Ilrueerm IranT Repaymentsl,ong
145343340170244306Total Non- Curreat Recclvrblel

1E5,102,408Totd Rccelveblel From
Trenrectionr

Erchange

!6 of
Tofrb

ctchrngc tr.nlacdo[s
8%14,858,102Less than I ycar

3o/o4,299,4402%3,699,433Bawccn 1-2 yesrs
4o/os,s982752c/o3,920,224Betwecn 2-3 years

93o/ot36,445,62588Yo162,624,99Ovcr 3 years
l00o/cr45J43p4ol00t/t185,102,40ETotrl (dc to tot b.bovo)

5545"13158$71,61Sn Lrbcforethefor ycor

for:
(393,691)(510,985)Taxation

(3,920,8280)(5J64,895)Administntion coats

Increase in payables

Ure of Goods and saviccs
22309ra2p95,581.4SadjIttmcnttWo ca
22309142,8955E1.45Net cerh flow fmm ectlvitles
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14 Financiel risk management

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

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

focuses on unpredictability ofchanges 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

extended to customers with an established credit history.

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

a) Credit risk

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

amounts in full when due. Credit risk arises from cash and cash equivalents, and deposits with

banks, as well as trade and other receivables and available-for-sale financial investments.

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

position, past experience and other factors. Individual risk limits are set based on intemal or

external assessment in accordance with limits set by the directors. The amounts presented in

the statement offinancial position are net ofallowances for doubtful receivables, estimated by

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

environment.

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

Fund's maximum exposure to credit risk without taking account ofthe value ofany collateral

obtained is made up as follows:

t,

At 30 June 2021

0185,102,408 I 85, 102,408 0Receivables From Exchange
Transactions-Car loans and
mortgages

00Receivables From Non-Exchange
Transactions

0r 28,305,559 128,305,559 0Bank Balances

313,407,967 313,407,967Total

l8
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The customers under the fully performing category are paying their debts as they continue

trading. The credit risk associated with these receivables is minimal and the allowance for

uncollectible amounts that the Fund has recognised in the financial statements is considered

adequate to cover any potentially inecoverable amounts'

The board of trustees sets the Fund's credit policies and objectives and lays down parameters

within which the various aspects ofcredit risk management are operated'

b) LiquiditY risk manegement

UltimateresponsibilityforliquidityriskmanagementrestswiththeFundAdministrator,who

has built an appropriate liquidity risk management fiamework for the management of the

Fund's shoG medium, and long+erm funding and liquidity management requirements' The

Fundmanagesliquidityriskthroughcontinuousmonitoringofforecastsandactualcashflows'

The fund has no payables during the financial year'

c) Market risk

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

theFundonanongoingbasis,evaluateandtestthedesignandeffectivenessofitsintemal

accounting and operational controls.

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

andforeignexchangerateswhichwillaffecttheFund'sincomeorthevalueofitsholdingof

financial instruments. The objective of market risk management is to manage and control

market risk exposures within acceptable parameters, while optimising the retum' Overall

responsibility for managing market risk rests with the Audit and Risk Management Commitlee'

At 30 June 2020
00146,343,340146,343,340Receivables From

Transactions- Car loans and
Exchange

00
Receivables From Non-Exc hange

Transactions
00I 09, 169,045109,169,04sBank Balances

255,512J8525s,512JEsTotal

l9
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The Fund's Finance Department is responsible for the development of detailed risk

management policies and for the day+o-day implementation ofthose policies.

There has been no change to the Fund's exposure to market risks or the manner in which it

manages and measures the risk.

d) Interest rate risk

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

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

deposits.

This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises
mainly from interest rate movements on the Fund's deposits.

Management of intetesl rate risk

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

ofler frvourable interest rates.

e) Capitrl risk management.

The objective of the Fund's capital risk management is to safeguard the Fund's ability to

continue as a going concern. The Fund capital structure comprises ofthe following funds:

Revolving fund

Accumulated surplus (Reser-ves./

Total funds

307,000.000 252,000,000

6,407,967 3,5 r 2,3 85

313,407,967 255,512JE5

Less: cash and bank balances 128,305,559 109,169,045

Net debt(excess cash and cash equivalents) l 85, 102,408 t46,343,340
Gearin 59v" 57Yo
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